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PART I  
   
ITEM 1. BUSINESS  
   

GENERAL  
   
AT&T Inc. (“AT&T,” “we” or the “Company”) is a holding company incorporated under the laws of the State 
of Delaware in 1983 and has its principal executive offices at 175 E. Houston, San Antonio, Texas 78205-2233 
(telephone number 210-821-4105). We maintain an Internet website at www.att.com. (This website address is 
for information only and is not intended to be an active link or to incorporate any website information into this 
document.) We make available, free of charge, on our website our annual report on Form 10-K, our quarterly 
reports on Form 10-Q, current reports on Form 8-K and all amendments to those reports as soon as reasonably 
practicable after such reports are electronically filed with the Securities and Exchange Commission (SEC). We 
also make available on that website, and in print, if any stockholder or other person so requests, our code of 
business conduct and ethics entitled “Code of Ethics” applicable to all employees and Directors, our “Corporate 
Governance Guidelines,” and the charters for the Audit, Human Resources and Corporate Governance and 
Nominating Committees of our Board of Directors. Any changes to our Code of Ethics or waiver of our Code of 
Ethics for senior financial officers, executive officers or Directors will be posted on that website.  
   
History  
AT&T, formerly known as SBC Communications Inc. (SBC), was formed as one of several regional holding 
companies created to hold AT&T Corp.’s (ATTC) local telephone companies. On January 1, 1984, we were 
spun-off from ATTC pursuant to an anti-trust consent decree, becoming an independent publicly traded 
telecommunications services provider. At formation, we primarily operated in five southwestern states. Our 
subsidiaries merged with Pacific Telesis Group in 1997, Southern New England Telecommunications 
Corporation in 1998 and Ameritech Corporation in 1999, thereby expanding our wireline operations as the 
incumbent local exchange carrier (ILEC) into a total of 13 states. In November 2005, one of our subsidiaries 
merged with ATTC, creating one of the world’s largest telecommunications providers. In connection with the 
merger, we changed the name of our company from “SBC Communications Inc.” to “AT&T Inc.” On 
December 29, 2006, one of our subsidiaries merged with BellSouth Corporation (BellSouth) expanding our 
service offerings to an additional nine states. With the BellSouth acquisition, we thereby acquired BellSouth’s 
40 percent economic interest in AT&T Mobility LLC (AT&T Mobility), formerly Cingular Wireless LLC, 
resulting in 100 percent ownership of AT&T Mobility. Our services and products are marketed under the 
AT&T brand name, including alliances such as AT&T Yahoo! and AT&T | DISH Network. In 2007, we began 
rebranding our wireless operations from Cingular to AT&T.  
   
Scope  
We rank among the largest providers of telecommunications services in the United States and the world. We 
offer our services and products to consumers in the U.S. and services and products to businesses and other 
providers of telecommunications services worldwide.  
   
The services and products that we offer vary by market, and include: local exchange services, wireless 
communications, long-distance services, data/broadband and Internet services, telecommunications equipment, 
managed networking, wholesale services and directory advertising and publishing. We group our operating 
subsidiaries as follows, corresponding to our operating segments for financial reporting purposes:  
   

   
We provide telecommunications services throughout the U.S. and internationally. Our traditional wireline 
subsidiaries operate in thirteen states: Arkansas, California, Connecticut, Illinois, Indiana, Kansas, Michigan, 
Missouri, Nevada, Ohio, Oklahoma, Texas and Wisconsin (13-state area). The BellSouth wireline subsidiaries 
operate in nine states: Alabama, Florida, Georgia, Kentucky, Louisiana, Mississippi, North Carolina, South 
Carolina and Tennessee (BellSouth region). Wireline local exchange services offered in our 13-state area and 
the BellSouth region are provided through regulated subsidiaries which operate within authorized regions 
subject to regulation by each state in which they operate and by the Federal Communications Commission 
(FCC). Additional information relating to regulation is contained under the heading “Government Regulation” 
below  
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•  AT&T wireline subsidiaries provide primarily landline telecommunications services to residential, business, 
and governmental customers, both domestically and internationally,  

•  AT&T Mobility provides both wireless voice and data communications services across the U.S. and, through 
roaming agreements, in a substantial number of foreign countries and is held by a wireless subsidiary of 
AT&T,  

•  directory subsidiaries provide services related to directory advertising and publishing,  

•  other subsidiaries provide results from Sterling Commerce Inc. (Sterling), all corporate and other operations 
and results of BellSouth for the two days following the December 29, 2006 acquisition.  



   
   
and in the 2006 AT&T Annual Report to Stockholders under the heading “Operating Environment and Trends 
of the Business,” and is incorporated herein by reference pursuant to General Instruction G(2).  
   
Our acquisitions of BellSouth and ATTC will help change the focus of our company towards business and 
broadband/data revenues and wireless product integration with AT&T Mobility. Discussed below are the factors 
upon which we are focusing in 2007.  
   
Business Markets  
With the acquisitions of BellSouth and ATTC, we expect to strengthen the reach and sophistication of our 
network facilities and our ability to offer a variety of global communications services, both wireless and 
wireline, to large businesses and wholesale customers worldwide. We expect significant opportunity in the 
small- and medium-business markets and to increase our governmental and large-business (referred to as 
“enterprise”) customer base. We also expect to extend our wholesale business to other service products and 
systems integration services.  
   
Data/Broadband  
U-verse Services (Project Lightspeed) In June 2004, we announced key advances in developing a network 
capable of delivering a new generation of integrated digital television, high-speed broadband and Voice over 
Internet Protocol (VoIP) services to our residential and small-business customers. We have been building out 
this network in numerous locations and are now providing AT&T U-verse SM services, including U-verse TV 
(IPTV) video, in limited parts of 11 markets as of year-end 2006 and expect to launch additional markets during 
2007. Our deployment strategy is to enter each market on a limited basis in order to ensure that all operating 
and back-office systems are functioning successfully and then expand within each market as we continue to 
monitor these systems to ensure customer satisfaction with our services. In these market expansions, we expect 
to continue to use contracted outside labor in addition to our employees as installers; our rate of expansion will 
be slowed if we cannot hire and train an adequate number of technicians to keep pace with customer demand. 
During our launch into these additional markets, we also expect to add additional features to our IP video 
service offering. We expect to have the capability to offer service to approximately 19 million living units by 
the end of 2008, as part of our initial deployment, and expect to spend approximately $4,600 in network-related 
deployment costs and capital expenditures from 2006 through 2008, as well as additional customer activation 
capital expenditures. We remain on budget for this overall target and expect to spend approximately $3,100 
during 2007 and 2008. These expenditures may increase slightly if the programming and features of the video 
offering expand or if additional network conditioning is required.  
   
With respect to our IP video service, we continue to work with our vendors to continue to improve, in a timely 
manner, the requisite hardware and software technology. Our deployment plans could be delayed if we do not 
receive required equipment and software on schedule. We have completed most negotiations, and consistent 
with our profitability assumptions, with programming owners (e.g., movie studios and cable networks) to offer 
existing television programs and movies and, if applicable, other new interactive services. Also, as discussed in 
the “Regulatory Developments” section, we are supporting legislation at the state level that would streamline 
the regulatory process for new video competitors to enter the market.  
   
We believe that IPTV is subject to federal oversight as a “video service” under the Federal Communications 
Act. However, some cable providers and municipalities have claimed that certain IP services should be treated 
as a traditional cable service and therefore subject to the applicable state and local regulation, which could 
include the requirement to pay fees to obtain local franchises for our IP video service. Certain municipalities 
have refused us permission to use our existing right-of-ways to deploy or activate our U-verse-related services 
and products, resulting in litigation. Pending negotiations and current or threatened litigation involving 
municipalities could delay our deployment plans in those areas for 2007 and future years. If the courts were to 
decide that state and local regulation were applicable to our U-verse services, it could have a material adverse 
effect on the cost, timing and extent of our deployment plans.  
   
Additional information about Project Lightspeed is included in our “Operating Environment and Trends of the 
Business” section under the heading “Expected Growth Areas” on page 31 of the 2006 AT&T Annual Report to 
Stockholders and is incorporated herein by reference pursuant to General Instruction G(2).  
   
Voice over Internet Protocol VoIP is generally used to describe the transmission of voice using Internet-
Protocol-based technology rather than a traditional wire and switch-based telephone network. A company using 
this technology often can provide voice services at a lower cost because this technology uses bandwidth more 
efficiently than a traditional network and because this technology has not been subject to traditional telephone 
industry regulation. But, depending on the bandwidth allocated, VoIP services may not necessarily be of the 
same quality as traditional telephone service. The FCC has ongoing proceedings that will address various 
regulatory issues, including universal service, intercarrier compensation, numbering, disability access and 
consumer protection.  
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Notwithstanding the unresolved regulatory questions before the FCC and various state public utility 
commissions, numerous communications providers have begun providing various forms of VoIP or announced 
their intentions to do so in the near future. These providers include both established companies as well as new 
entrants. Thus, while the deployment of VoIP will result in increased competition for our voice services, it also 
presents growth opportunities for us to develop new products for our customers. Additional information relating 
to VoIP is contained in the 2006 AT&T Annual Report to Stockholders in our “Regulatory Developments” 
section under the heading “Voice over Internet Protocol,” and is incorporated herein by reference pursuant to 
General Instruction G(2).  
   
Wireless  
AT&T Mobility began operations in October 2000 as a joint venture between us and BellSouth. Upon our 
acquisition of BellSouth, AT&T Mobility became a wholly-owned subsidiary. In 2004, AT&T Mobility 
acquired AT&T Wireless Services, Inc.  
   
Prior to the BellSouth merger, revenues from AT&T Mobility were recognized as equity in net income of 
affiliates in our Consolidated Statements of Income and were recorded in our wireless segment for segment 
reporting. Following the December 29, 2006 acquisition, we now record wireless revenues and expenses in our 
operating income and will continue to present wireless results in our wireless segment. As of December 31, 
2006, we served approximately 61 million customers and are the largest provider of mobile wireless voice and 
data communications services in the U.S in terms of customer base.  

   
Our wireless networks contain digital transmission technologies known as Global System for Mobile 
Communication (GSM), Time Division Multiple Access (TDMA), General Packet Radio Services (GPRS) and 
Enhanced Data Rates for GSM Evolution (EDGE) for data communications. We have substantially completed 
deploying Universal Mobile Telecommunications System/ High-Speed Downlink Packet Access 
(UMTS/HSPDA) third generation (3G) network technology in our network covering most major metropolitan 
areas of the U.S. UMTS/HSDPA provides superior speeds for data and video services, as well as operating 
efficiencies, using the same spectrum and infrastructure for voice and data on an IP-based platform.  
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BUSINESS OPERATIONS  
   
Operating Segments  
Our segments are strategic business units that offer different products and services and are managed 
accordingly. We analyze our various operating segments based on segment income. Interest expense, interest 
income and other income (expense) – net, are managed only on a total company basis and are, accordingly, 
reflected only in consolidated results. Therefore, these items are not included in the calculation of each 
segment’s percentage of our total segment income. As a result of our November 2005 acquisition of ATTC, we 
have revised our segment reporting to represent how we now manage our business, restating prior periods to 
conform to the current segments. Due to the proximity of our acquisition of BellSouth to year-end, we have 
reported those results from the time of closing through year-end in the other segment even though there may be 
some overlap in the products and service provided by that segment and our wireline and/or directory segments. 
We have four reportable segments: (1) wireline; (2) wireless; (3) directory; and (4) other.  
   
Additional information about our segments, including financial information, is included under the heading 
“Segment Results” on pages 20 through 29 and in Note 4 of the 2006 AT&T Annual Report to Stockholders 
and is incorporated herein by reference pursuant to General Instruction G(2).  
   
Wireline  
Wireline is our largest operating segment, providing approximately 58% of 2006 segment operating revenues 
and 54% of our 2006 total segment income. Our wireline segment consists of our subsidiaries that operate as 
both retail and wholesale sellers of communication services domestically and internationally. At December 31, 
2006, our wireline subsidiaries were serving approximately 25 million retail consumer lines, 17 million retail 
business lines and 4 million wholesale lines (including approximately 1 million lines sold through ATTC), for a 
total of 46 million access lines.  
   
Services and Products  
We divide our wireline services into three product-based categories: voice, data and other.  
   
Voice – Voice includes traditional local and long-distance service provided to retail customers and wholesale 
access to our network and individual network elements provided to competitors. Voice also includes calling 
features, fees to maintain wire located inside customer premises, pay telephones, customer premise equipment 
and other equipment sales and other miscellaneous voice products. We also have a number of integrated voice 
and data services, such as integrated network connections, that provide customers the ability to integrate access 
for their voice and data services, the data component of which is included in the data category. Additionally, 
voice revenues do not include any of our VoIP revenues, which are included in data revenues.  
   
Long distance consists of traditional long distance and international long distance for customers that select us as 
their primary long-distance carrier. Long distance also includes services provided by calling card, 1-800 
services and conference calling. These services are used in a wide variety of business applications, including 
sales, reservation centers or customer service centers. Other long-distance services offered include call routing 
by origination point, time-of-day routing and virtual private network applications, including dedicated outbound 
facilities. We also provide wholesale switched access service to other service providers.  
   
Calling features are enhanced telephone services available to retail customers such as Caller ID, Call Waiting 
and voice mail. Customers that subscribe to these services can have the number and/or name of callers 
displayed on their phone, be signaled that additional calls are incoming, and send and receive voice messages. 
These services are not regulated by the FCC and are generally more profitable than basic local phone service.  
   
Data – Data includes traditional products, such as switched and dedicated transport, Internet access and 
network integration, and data equipment sales. Additionally, data products include high-speed connections such 
as private lines, packet, dedicated Internet and enterprise networking services, as well as products such as 
DSL/broadband, dial-up Internet access and WiFi (local radio frequency commonly known as wireless fidelity). 
We also provide businesses voice applications over IP-based networks (i.e., Enhanced Virtual Private Networks 
or “EVPN”). Over the past several years, we have built out our new multi protocol label 
switching/asynchronous transfer mode, or MPLS/ATM network, to supplement, and eventually replace, our 
other extensive global data networks. These products allow us to provide highly complex global data networks.  
   
Private line uses high-capacity digital circuits to transmit from point-to-point in multiple configurations and 
allows customers to create internal data networks and to access external data networks.  
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Switched Transport services transmit data using switching equipment to transfer the data between multiple lines 
before reaching its destination. Dedicated Transport services use a single direct line to transmit data between 
destinations. Integrated Services Digital Network (ISDN), Dedicated Frame Relay, broadband digital subscriber 
lines (DSL), Digital Services and Synchronous Optical Network (SONET) are examples of Dedicated Transport 
services. ISDN transmits voice, video and data over a single line in support of a wide range of applications, 
including Internet access. Frame Relay is a routing technology that breaks a data signal into individual pieces of 
data to travel at high speeds and then recombines the data prior to arriving at its destination. DSL is a digital 
modem technology that converts existing twisted-pair telephone lines into access paths for multimedia and 
high-speed data communications to the Internet or private networks. DSL allows customers to simultaneously 
make a phone call and access information via the Internet or an office local area network. Digital Services use 
dedicated digital circuits to transmit digital data at various high rates of speed. SONET provides customer 
access to our backbone network at various high speeds.  
   
Network integration services include installation of business data systems, local area networking and other data 
networking offerings. Internet access services include a wide range of products for residences and businesses, 
varying by market. Internet services offered include basic dial-up access service, dedicated access, web hosting, 
e-mail and high-speed access services.  
   
Packet services consist of data networks using packet switching and transmission technologies, including Frame 
Relay, asynchronous transfer mode (ATM) and IP connectivity services. Packet services enable customers to 
transmit large volumes of data economically and securely and are used for local area network interconnection, 
remote site, point of sale and branch office communications. Frame relay, including IP-enabled frame relay and 
ATM Services are widely deployed as private data networks. High speed packet services, including IP-enabled 
frame relay service, are used extensively by enterprise (large business) customers.  
   
Dedicated Internet services are designed to meet the needs of all types of commercial and governmental 
enterprises, including small and medium sized businesses. Our managed Internet services provide customers 
with dedicated high speed access to the Internet managed by us.  
   
Enterprise networking services provide comprehensive support from network design, implementation and 
installation to ongoing network operations and management for networks of varying scales, including local area 
networks, wide area networks, and virtual private networks. These services include applications such as e-mail, 
order entry systems, employee directories, human resource transactions and other database applications.  
   
We also provide local, interstate and international wholesale networking capacity to other service providers. We 
offer a combination of high volume transmission capacity and conventional dedicated line services on a 
regional, national and international basis to wireless carriers, interchange carriers, Internet service providers 
(ISPs) and facility-based and switchless resellers. Our wholesale customers are primarily large ISPs, wireless 
carriers, competitive local exchange carriers, regional phone companies, interexchange carriers, cable 
companies and systems integrators. We also have sold dedicated network capacity through indefeasible rights-
of-use agreements under which capacity is furnished for contract terms as long as 25 years.  
   
Other – Other includes managed web hosting, application management, security service, integration services, 
customer premises equipment, outsourcing, directory and operator assistance services, government-related 
services and AT&T | DISH Network video services.  
   
Our managed web-hosting services for businesses provide network, server and security infrastructure as well as 
built-in data storage and include application performance management, database management, hardware and 
operating system management. Our hosting services also provide customers with secure access to detailed 
reporting information about their infrastructure and applications. Security services include business continuity 
and disaster recovery services as well as premise and network based security products.  
   
Customer premises equipment and other equipment sales range from single-line and cordless telephones to 
sophisticated digital PBX systems. PBX is a private telephone switching system, typically used by businesses 
and usually located on a customer’s premises, which provides intra-premise telephone services as well as access 
to our network.  
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Wireless  
Our wireless segment reflects 100 percent of the results reported by AT&T Mobility. Prior to our December 29, 
2006 acquisition of BellSouth, our consolidated financial statements reported our 60 percent proportionate share 
of AT&T Mobility’s results as equity in net income of affiliates. For segment reporting, we reported this equity 
in net income of affiliates in our other segment. Following the BellSouth acquisition, as AT&T Mobility is now 
a wholly-owned subsidiary, we include 100 percent of our wireless results in our operating revenues and 
expenses under the appropriate line items of our Consolidated Statements of Income.  
   
When analyzing our segment results, we evaluate wireless results on a stand-alone basis using information 
provided by AT&T Mobility during the year. Prior to the BellSouth acquisition, our consolidated operating 
revenues did not include AT&T Mobility’s results. However, we did include 100 percent of wireless revenues 
and expenses excluding this adjustment when we analyzed our operating segment results. On that segment 
basis, the wireless segment provided approximately 37% of total segment operating revenues and 21% of our 
2006 total segment income.  
   
Services and Products  
We offer a comprehensive range of high-quality nationwide wireless voice communications services in a variety 
of pricing plans, including postpaid and prepaid service plans. Our voice offerings are tailored to meet the 
communications needs of targeted customer segments, including youth, family, active professionals, small 
businesses government and major national corporate accounts.  
   
Service – Our voice service is generally offered on a contract basis for one or two year periods, referred to as 
postpaid. Under the terms of these contracts, service is billed and provided on a monthly basis according to the 
applicable rate plan chosen. Our wireless services include basic local wireless communications service, long-
distance service and roaming services. Roaming services enable our subscribers to utilize other carriers’ 
networks when they are “roaming” outside our network footprint. We also charge fees to other carriers for 
providing roaming services to their customers when their customers utilize our network. We had approximately 
50 million postpaid subscribers (excluding reseller subscribers) at December 31, 2006. Additionally, we offer 
prepaid service to meet the demands of distinct consumer segments, such as the youth market, families and 
small business customers, who prefer to control usage or pay in advance.  
   
Wireless data continues to be a growing area of our business, with its revenue representing an increasing share 
of our overall subscriber revenue. We are experiencing solid growth from both consumer and enterprise 
wireless data services. We continue to upgrade our network and coordinate with equipment manufacturers and 
applications developers in order to further capitalize on the continued growth in the demand for wireless data 
services. We believe we are the largest provider of wireless data in the U.S. wireless industry based on 
subscribers.  
   
Equipment – We sell a wide variety of handsets and personal computer wireless data cards manufactured by 
various suppliers for use with our voice and data services. We also sell accessories, such as carrying cases, 
hands-free devices, batteries, battery chargers and other items, to consumers, as well as to agents and other 
third-party distributors for resale. Like other wireless service providers, we provide postpaid contract 
subscribers substantial equipment subsidies to initiate or upgrade service.  
   
Prior to our BellSouth acquisition, AT&T Mobility was an SEC registrant by virtue of its publicly traded debt 
securities and filed separate Forms 10-K, 10-Q and other reports with the SEC. Additional information on our 
wireless segment is contained in the 2006 AT&T Annual Report to Stockholders in the “Operating Environment 
and Trends of Business” section under the heading “Expected Growth Areas,” “Wireless” beginning on page 31 
and is incorporated herein by reference pursuant to General Instruction G(2).  
   
Directory  
Our directory segment includes our directory operations, which publish Yellow and White Pages directories and 
sell directory and Internet-based advertising. The directory segment provided approximately 4% of total 
segment operating revenues and 12% of our 2006 total segment income. Our directory subsidiaries operate 
primarily in our 13-state area. In November 2004, a subsidiary in our directory segment entered into a joint 
venture agreement with BellSouth and purchased the online directory publisher YELLOWPAGES.COM 
(YPC). Prior to our December 2006 acquisition of BellSouth, in our consolidated financial statements, we 
reported our proportionate share of YPC’s results as equity in net income of affiliates. For segment reporting, 
we reported this equity in net income of affiliates in our directory segment. As of December 29, 2006, YPC is a 
wholly-owned subsidiary and we now include those results in our operating revenues and expenses under the 
appropriate line items of our Consolidated Statements of Income.  
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Other  
Our other segment includes operations from Sterling, our business integration software and services subsidiary, 
corporate and other operations. The other segment provided approximately 1% of total segment operating 
revenues and 13% of our 2006 total segment income.  
   
Sterling provides “multi-enterprise collaboration” services to businesses in various industries, including retail, 
financial services, manufacturing, healthcare and telecom. In recent years, Sterling has completed a number of 
acquisitions in order to provide end-to-end order fulfillment for customers.  
   
Due to proximity of the BellSouth acquisition to year-end, we have included those operations for the two days 
of 2006 following the acquisition. BellSouth provides voice, data/broadband and video services, similar to those 
provided in our 13-state area by our wireline segment, in the southeastern U.S. BellSouth also provides print 
and online directory services.  
   
MAJOR CLASSES OF SERVICE  
   
The following table sets forth the percentage of consolidated total reported operating revenues by any class of 
service that accounted for 10% or more of our consolidated total operating revenues in any of the last three 
fiscal years.  
   

   
Prior to our December 2006 acquisition of BellSouth, our wireless segment revenues were reported in equity in 
net income of affiliates in our consolidated financial statements due to our equity accounting for the joint 
venture. We accounted for our 60 percent economic interest in AT&T Mobility under the equity method of 
accounting since we shared control equally with our 40 percent economic partner in the joint venture. We held 
equal voting rights and representation on the board of directors that controlled AT&T Mobility. Accordingly, 
our consolidated results included wireless results in the “Equity in Net Income of Affiliates” line. We did not 
report wireless revenues in our consolidated financial statements. However, when analyzing our segment 
results, we evaluated wireless results on a stand-alone basis. The table below shows the effect on our other 
classes of services (shown in the above table) if we include 100% of AT&T Mobility’s revenues added to our 
total segment operating revenues.  
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   Percentage of Total    

   Consolidated Operating Revenues    

   2006  2005  2004  
            
Wireline Segment           

Voice  54%  56%  58%  
Data  29%  25%  22%  
Other  10%  10%  9%  

Other Segment           

Other  2%  2%  2%  

   Percentage of Total    

   Segment Operating Revenues  
(including 100% of AT&T Mobility)    

   2006  2005  2004  
            
Wireline Segment           

Voice  34%  31%  39%  
Data  

   
18%  14%  15%  

Other  6%  5%  6%  
Wireless Segment           

Wireless subscriber  34%  39%  29%  
Other  4%  5%  3%  

Other Segment           

Other  1%  1%  1%  



   
   

GOVERNMENT REGULATION  
   
Our wireline and BellSouth subsidiaries are subject to regulation by state commissions which have the power to 
regulate intrastate rates and services, including local, long-distance and network access services. These 
subsidiaries are also subject to the jurisdiction of the FCC with respect to interstate and international rates and 
services, including interstate access charges. Access charges are designed to compensate our wireline 
subsidiaries for the use of their networks by other carriers.  
   
Wireless communications providers must be licensed by the FCC to provide communications services at 
specified spectrum frequencies within specified geographic areas and must comply with the rules and policies 
governing the use of the spectrum as adopted by the FCC. Additionally, while wireless communications 
providers’ prices and service offerings are generally not subject to state regulation, an increasing number of 
states are attempting to regulate or legislate various aspects of wireless services.  
   
Our subsidiaries operating outside the U.S. are subject to the jurisdiction of national regulatory authorities in the 
market where service is provided. Regulation is generally limited to operational licensing authority for the 
provision of enterprise services.  
   
Additional information relating to federal and state regulation of our subsidiaries is contained in the 2006 
AT&T Annual Report to Stockholders under the heading “Operating Environment and Trends of the Business” 
beginning on page 30, and is incorporated herein by reference pursuant to General Instruction G(2).  
   

IMPORTANCE, DURATION AND EFFECT OF LICENSES  
   
Certain of our subsidiaries own or have licenses to various patents, copyrights, trademarks and other intellectual 
property necessary to conduct business. We actively pursue patents, trademarks and service marks to protect our 
intellectual property within the U.S. and abroad. We maintain a global portfolio of more than 5,000 trademark 
and service mark registrations. We have also entered into agreements that permit other companies, in exchange 
for fees and subject to appropriate safeguards and restrictions, to utilize certain of our trademarks and service 
marks. We periodically receive offers from third parties to obtain licenses for patent and other intellectual rights 
in exchange for royalties or other payments as well as notices asserting that our products or services infringe on 
their patents and other intellectual property rights. While the outcome of any litigation is uncertain, we do not 
believe that the resolution of any of these infringement claims or the expiration or non-renewal of any of our 
intellectual property rights would have a material adverse affect on our results of operations.  
   

MAJOR CUSTOMER  
   
No customer accounted for 10% or more of our consolidated revenues in 2006, 2005 or 2004.  
   

COMPETITION  
   
Information relating to competition in each of our operating segments is contained in the 2006 AT&T Annual 
Report to Stockholders under the heading “Competition” beginning on page 33, and is incorporated herein by 
reference pursuant to General Instruction G(2).  
   

RESEARCH AND DEVELOPMENT  
   
The majority of our research and development activities are related to our wireline segment, performed at our 
subsidiary AT&T Labs. AT&T Labs’ scientists and engineers conduct research in a variety of areas, including 
IP; advanced network design and architecture; network operations support systems; data mining technologies 
and advanced speech technologies. AT&T Labs works with our business units to create new services and invent 
tools and systems to manage secure and reliable networks for us and our customers. In addition to AT&T Labs, 
applied research, technology planning and evaluation services are also conducted at our wireline subsidiary, 
SBC Laboratories, Inc. We also have a research agreement with Telcordia Technologies, formerly Bell 
Communications Research, Inc. Research and development expenses were $223 in 2006, $130 million in 2005 
and $86 million in 2004.  
   

EMPLOYEES  
   
As of January 31, 2007, we employed approximately 302,000 persons. Approximately 60 percent of our 
employees are represented by the Communications Workers of America (CWA), the International Brotherhood 
of Electrical Workers (IBEW) or other unions.  
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ITEM 1A. RISK FACTORS  

   
Information required by this Item is included in the 2006 AT&T Annual Report to Stockholders under the 
heading “Risk Factors” on page 43 through page 45 which is incorporated herein by reference pursuant to 
General Instruction G(2).  
   
CAUTIONARY LANGUAGE CONCERNING FORWARD-LOOKING STAT EMENTS  
   
The following factors could cause our future results to differ materially from those expressed in the forward-
looking statements:  

   
Readers are cautioned that other factors discussed in this report, although not enumerated here, also could 
materially affect our future earnings.  
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•  Adverse economic changes in the markets served by us or in countries in which we have significant 
investments.  

•  Changes in available technology and the effects of such changes including product substitutions and 
deployment costs.  

•  Increases in our benefit plans’ costs including increases due to adverse changes in the U.S. and foreign 
securities markets, resulting in worse-than-assumed investment returns and discount rates, and adverse 
medical cost trends.  

•  The final outcome of Federal Communications Commission proceedings and reopenings of such 
proceedings and judicial review, if any, of such proceedings, including issues relating to access charges, 
broadband deployment, unbundled loop and transport elements and wireless services.  

•  The final outcome of regulatory proceedings in the states in which we operate and reopenings of such 
proceedings, and judicial review, if any, of such proceedings, including proceedings relating to 
interconnection terms, access charges, universal service, UNE-Ps and resale and wholesale rates, broadband 
deployment including Project Lightspeed, performance measurement plans, service standards and traffic 
compensation.  

•  Enactment of additional state, federal and/or foreign regulatory and tax laws and regulations pertaining to 
our subsidiaries and foreign investments.  

•  Our ability to absorb revenue losses caused by increasing competition, including offerings using alternative 
technologies (e.g., cable, wireless and VoIP), and our ability to maintain capital expenditures.  

•  The extent of competition and the resulting pressure on access line totals and wireline and wireless operating 
margins.  

•  Our ability to develop attractive and profitable product/service offerings to offset increasing competition in 
our wireline and wireless markets.  

•  The ability of our competitors to offer product/service offerings at lower prices due to lower cost structures 
and regulatory and legislative actions adverse to us, including state regulatory proceedings relating to UNE-
Ps and nonregulation of comparable alternative technologies (e.g., VoIP).  

•  The timing, extent and cost of deployment of our Project Lightspeed initiative; the development of attractive 
and profitable service offerings; the extent to which regulatory, franchise fees and build-out requirements 
apply to this initiative, and; the availability, cost and/or reliability of the various technologies and/or content 
required to provide such offerings.  

•  The outcome of pending or threatened litigation including patent claims against third parties doing business 
with us.  

•  The impact on our networks and business of major equipment failures, severe weather conditions, natural 
disasters or terrorist attacks.  

•  The issuance by the Financial Accounting Standards Board or other accounting oversight bodies of new 
accounting standards or changes to existing standards.  

•  The issuance by the Internal Revenue Service and/or state tax authorities of new tax regulations or changes 
to existing standards and actions by federal, state or local tax agencies and judicial authorities with respect to 
applying applicable tax laws and regulations; and the resolution of disputes with any taxing jurisdictions.  

•  Our ability to adequately fund our wireless operations, including access to additional spectrum; network 
upgrades and technological advancements.  

•  The impact of our acquisition of BellSouth, including the risk that the businesses will not be integrated 
successfully; the risk that the cost savings and any other synergies from the acquisition may take longer to 
realize than expected or may not be fully realized; and the disruption from the acquisition may make it more 
difficult to maintain relationships with customers, employees or suppliers.  

•  The impact of our acquisition of ATTC, including the risk that the businesses will not be integrated 
successfully; the risk that the cost savings and any other synergies from the acquisition may not be fully 
realized or may take longer to realize than expected; disruption from the integration process making it more 
difficult to maintain relationships with customers, employees or suppliers; and competition and its effect on 
pricing, spending, third-party relationships and revenues.  

•  Changes in our corporate strategies, such as changing network requirements or acquisitions and dispositions, 
to respond to competition and regulatory, legislative and technological developments.  



   
   
ITEM 2. PROPERTIES  
   
Our properties do not lend themselves to description by character and location of principal units. At December 
31, 2006, approximately 75% of our property, plant and equipment was owned by our wireline subsidiaries and 
15% was owned by our wireless subsidiaries. Network access lines represented approximately 32% of our 
telephone plant; central office equipment represented 32%; land and buildings represented 13%; other 
equipment, comprised principally of furniture and office equipment and vehicles and other work equipment, 
represented 17%; and other miscellaneous property represented 7%.  
   
Substantially all of the installations of central office equipment are located in buildings and on land we own. 
Many garages, administrative and business offices and telephone centers are in leased quarters.  
   
ITEM 3. LEGAL PROCEEDINGS  
   
We are a party to numerous lawsuits, regulatory proceedings and other matters arising in the ordinary course of 
business. Additional information regarding litigation is included in the 2006 AT&T Annual Report to 
Stockholders under the headings “Antitrust Litigation,” “Retiree Phone Concession Litigation, ” “NSA 
Litigation” and “AT&T Wireless Litigation” on page 37, which is incorporated herein by reference pursuant to 
General Instruction G(2). With respect to NSA Litigation, in late February 2007, the U.S. District Court in the 
Northern District of California ordered a limited stay on activity in the consolidated case while the Hepting 
appeal before the U.S. Court of Appeals for the Ninth Circuit is pending. As of the date of this report, we do not 
believe any pending legal proceedings to which we or our subsidiaries are subject are required to be disclosed as 
material legal proceedings pursuant to this item.  
   
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY  HOLDERS  
   
No matter was submitted to a vote of stockholders in the fourth quarter of the fiscal year covered by this report.  
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All of the above executive officers have held high-level managerial positions with AT&T or its subsidiaries for 
more than the past five years. Executive officers are not appointed to a fixed term of office.  
   

   
11  

AT&T Inc.  
   

EXECUTIVE OFFICERS OF THE REGISTRANT  
(As of February 20, 2007)  

Name  Age  Position  Held Since    
              

Edward E. Whitacre Jr.  65  Chairman and Chief Executive Officer  1/1990  
  

James W. Callaway  60  Senior Executive Vice President – Business Development  1/2006  
  

James W. Cicconi  54  Senior Executive Vice President - External and 
Legislative Affairs  
   

11/2005  
  

James D. Ellis  63  Senior Executive Vice President and General Counsel  3/1989  
  

Karen E. Jennings  56  Senior Executive Vice President - Advertising and 
Corporate Communications  

12/2006  
  

James S. Kahan  59  Senior Executive Vice President - Corporate 
Development  

7/1993  
  

Richard G. Lindner  52  Senior Executive Vice President and Chief Financial 
Officer  
   

5/2004  
  

Forrest E. Miller  54  Group President - Strategic Initiatives and Human 
Resources  
   

1/2007  
  

  Stanley T. Sigman  59  President and Chief Executive Officer – Wireless  12/2006  
   

  John T. Stankey  44  Group President – Operations Support  
   

1/2007  

  Randall L. Stephenson  46  Chief Operating Officer  
   

5/2004  

Rayford Wilkins, Jr.  55  Group President  2/2005    



   
   
PART II  
   
ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELA TED  

   
Our common stock is listed on the New York Stock Exchange. The number of stockholders of record as of 
December 31, 2006 and 2005 was 1,766,266 and 1,516,977. The number of stockholders of record as of 
February 20, 2007 was 1,792,173. We declared dividends, on a quarterly basis, totaling $1.35 per share in 2006 
and $1.30 per share in 2005.  
   
During 2006, non-employee directors acquired shares of common stock pursuant to the Non-Employee Director 
Stock and Deferral Plan. Under the plan, a director may make an annual election to receive all or part of his or 
her annual retainer or fees in the form of shares or deferred stock units (DSUs) that are convertible into shares. 
Each director also receives an annual grant of DSUs. During 2006, an aggregate of 109,188 shares and DSUs 
were acquired by non-employee directors at prices ranging from $25.95 to $35.75, in each case the fair market 
value of the shares on the date of acquisition. The issuances of shares and DSUs were exempt from registration 
pursuant to Section 4(2) of the Securities Act. During the fourth quarter of 2005, two non-employee directors 
acquired a total of 8,140 restricted stock units in connection with our acquisition of ATTC, under ATTC’s 
AT&T 2004 Long Term Incentive Program. Under the program, units are convertible into shares of common 
stock. The issuance of restricted stock units was exempt from registration pursuant to Section 4(2) of the 
Securities Act.  
   
On November 18, 2005, in connection with the completion of our acquisition of ATTC, we issued 768,391.4 
shares of AT&T Perpetual Cumulative Preferred Stock, par value $1 per share (the “Subsidiary Preferred 
Shares”), with an aggregate liquidation preference of $768,391,400, to certain wholly owned subsidiaries of 
AT&T. The Subsidiary Preferred Shares were issued in connection with the merger in exchange for shares of 
preferred stock of ATTC that were formerly owned exclusively by wholly owned subsidiaries of ATTC. We 
received no cash proceeds as a result of the issuance of the Subsidiary Preferred Shares. The exchange of 
Subsidiary Preferred Shares was exempt from registration pursuant to Section 4(2) of the Securities Act.  
   
Other information required by this Item is included in the 2006 AT&T Annual Report to Stockholders under the 
headings “Quarterly Financial Information” on page 79, “Selected Financial and Operating Data” on page 18, 
“Issuer Equity Repurchases” on page 43, and “Stock Trading Information” on the back cover, which are 
incorporated herein by reference pursuant to General Instruction G(2).  
   
ITEM 6. SELECTED FINANCIAL DATA  
   
Information required by this Item is included in the 2006 AT&T Annual Report to Stockholders under the 
heading “Selected Financial and Operating Data” on page 18, which is incorporated herein by reference 
pursuant to General Instruction G(2).  
   
ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND 

RESULTS OF OPERATION  
   
Information required by this Item is included in the 2006 AT&T Annual Report to Stockholders on page 18 
through page 46, which is incorporated herein by reference pursuant to General Instruction G(2).  
   
ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK  
   
Information required by this Item is included in the 2006 AT&T Annual Report to Stockholders under the 
heading “Market Risk” on page 41 through page 43, which is incorporated herein by reference pursuant to 
General Instruction G(2).  
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   STOCKHOLDER MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES 



   
   
ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA   
   
Information required by this Item is included in the 2006 AT&T Annual Report to Stockholders on page 47 
through page 79, which is incorporated herein by reference pursuant to General Instruction G(2).  
   
ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING  

   
During our two most recent fiscal years, there has been no change in the independent accountant engaged as the 
principal accountant to audit our financial statements and the independent accountant has not expressed reliance 
on other independent accountants in its reports during such time period.  
   
ITEM 9A. CONTROLS AND PROCEDURES  
   
Disclosure Controls and Procedures  
   
The registrant maintains disclosure controls and procedures that are designed to ensure that information 
required to be disclosed by the registrant is recorded, processed, summarized, accumulated and communicated 
to its management, including its principal executive and principal financial officers, to allow timely decisions 
regarding required disclosure, and reported within the time periods specified in the SEC’s rules and forms. The 
Chief Executive Officer and Chief Financial Officer have performed an evaluation of the effectiveness of the 
design and operation of the registrant’s disclosure controls and procedures as of December 31, 2006. Based on 
that evaluation, the Chief Executive Officer and Chief Financial Officer concluded that the registrant’s 
disclosure controls and procedures were effective as of December 31, 2006.  
   
Internal Control Over Financial Reporting  
   
(a) Management’s Annual Report on Internal Control over Financial Reporting  
The management of AT&T is responsible for establishing and maintaining adequate internal control over 
financial reporting. AT&T’s internal control system was designed to provide reasonable assurance as to the 
integrity and reliability of the published financial statements. AT&T management assessed the effectiveness of 
the company’s internal control over financial reporting as of December 31, 2006. In making this assessment, it 
used the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission (COSO) 
in Internal Control – Integrated Framework . We have excluded from the scope of our assessment of internal 
control over financial reporting the operations and related assets of BellSouth and AT&T Mobility, which we 
acquired on December 29, 2006. At December 31, 2006 and for the period from December 29 through 
December 31, 2006, total assets and total revenues subject to BellSouth’s internal control over financial 
reporting represented 27% and 0.2% of AT&T’s consolidated total assets and total revenues as of and for the 
year ended December 31, 2006 and total assets and total revenues subject to AT&T Mobility’s internal control 
over financial reporting represented 36% and 0.3% of AT&T’ s consolidated total assets and total revenues as of 
and for the year ended December 31, 2006. Based on its assessment, AT&T management believes that, as of 
December 31, 2006, the Company’s internal control over financial reporting is effective based on those criteria.  
   
(b) Attestation Report of the Registered Public Accounting Firm  
AT&T’ s independent registered public accounting firm, Ernst & Young LLP, has issued an attestation report on 
management’s assessment of the company’s internal control over financial reporting. The attestation report is 
included in the 2006 AT&T Annual Report to Stockholders on page 82, which is incorporated herein by 
reference pursuant to General Instruction G(2).  
   
ITEM 9B. OTHER INFORMATION  
   
There is no information that was required to be disclosed in a report on Form 8-K during the fourth quarter of 
2006 but was not reported.  
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   AND FINANCIAL DISCLOSURE 



   
   
PART III  
   
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORAT E GOVERNANCE  
   
Information regarding executive officers required by Item 401 of Regulation S-K is furnished in a separate 
disclosure at the end of Part I of this report since the registrant did not furnish such information in its definitive 
proxy statement prepared in accordance with Schedule 14A. Information regarding directors required by Item 
401 of Regulation S-K is incorporated herein by reference pursuant to General Instruction G(3) from the 
registrant’s definitive proxy statement, dated on or about March 12, 2007 (Proxy Statement) under the heading 
“Election of Directors.”  
   
Information required by Item 405 of Regulation S-K is incorporated herein by reference pursuant to General 
Instruction G(3) from the registrant’s Proxy Statement under the heading “Section 16(a) Beneficial Ownership 
Reporting Compliance.”  
   
The registrant has a separately-designated standing audit committee established in accordance with Section 3(a)
(58)(A) of the Exchange Act of 1934. The members of the committee are Messrs. Aldinger, Amelio, Eby, 
Kelly, Madonna and Ritchey. The additional information required by Item 407(d)(5) of Regulation S-K is 
incorporated herein by reference pursuant to General Instruction G(3) from the registrant’s Proxy Statement 
under the heading “Audit Committee.”  
   
The registrant has adopted a code of ethics entitled “Code of Ethics” that applies to the registrant’s principal 
executive officer, principal financial officer and principal accounting officer or controller or persons performing 
similar functions. The additional information required by Item 406 of Regulation S-K is provided in this report 
under the heading “General” under Part I, Item 1. Business.  
   
ITEM 11. EXECUTIVE COMPENSATION  
   
Information required by Item 402(k) of Regulation S-K is incorporated herein by reference pursuant to General 
Instruction G(3) from the registrant’s Proxy Statement under the heading “Compensation of Directors.” 
Information regarding officers is included in the registrant’s Proxy Statement on the pages beginning with the 
heading “Compensation Committee” and ending with, and including, the last page under the heading “Potential 
Payments upon termination or Change in Control” which are incorporated herein by reference pursuant to 
General Instruction G(3).  
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ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND  

   
Information required by Item 403 of Regulation S-K is included in the registrant’s Proxy Statement under the 
heading “Common Stock Ownership,” which is incorporated herein by reference pursuant to General 
Instruction G(3).  
   
Information required by Item 201(d) of Regulation S-K is provided below:  
   
Equity Compensation Plan Information  
   
The following table provides information as of December 31, 2006, concerning shares of AT&T common stock 
authorized for issuance under AT&T’s existing equity compensation plans.  
   
Equity Compensation Plan Information (1)  
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   MANAGEMENT AND RELATED STOCKHOLDER MATTERS 

Plan Category  

Number of securities 
to be issued upon 

exercise of 
outstanding options, 
warrants and rights  

(a)  

Weighted-
average exercise 

price of 
outstanding 

options, warrants 
and rights  

(b)  

Number of securities 
remaining available for 
future issuance under 

equity compensation plans 
(excluding securities 

reflected in column (a))  
(c)  

Equity compensation plans 
approved by security holders  55,225,674  $36.34  142,952,015  (2)  

Equity compensation plans not 
approved by security holders (3)  93,553,058  $39.48  200,679     

Total  148,778,732  $38.32  143,152,694     
(1) In addition to the shares shown in the table, certain stock options issued by companies acquired by AT&T 

were converted into options to acquire AT&T stock. As of December 31, 2006, there were 160,486,819 
shares of AT&T common stock subject to the converted options, having a weighted-average exercise price 
of $37.80. No further grants may be issued under the assumed plans.  

(2) Of the shares reported, 18,415,973 shares may be issued under the Stock Purchase and Deferral Plan, and 
89,980,798 shares may be issued under the 2006 Incentive Plan.  

(3) Plans that have not been approved by stockholders include the 1995 Management Stock Option Plan (“1995 
Plan”) and the Non-Employee Director Stock and Deferral Plan (“Non-Employee Director Plan”). The 1995 
Plan provides for grants of stock options to management employees (10-year terms) subject to vesting 
requirements and shortened exercise terms upon termination of employment. No further options may be 
issued under this plan. Under the Non-Employee Director Plan, participants may elect to receive stock units 
in lieu of retainers and fees. In addition, each non-employee Director receives an annual award of stock units 
equal in value to one and one-half times the annual retainer. Directors who became board members after 
November 21, 1997, but before September 24, 2004, also receive up to 10 annual grants of stock units equal 
to $13,000 each. The stock units are paid out in the form of AT&T stock only after the termination of their 
service as a Director. Under the plan, 200,679 shares remain available for future issuance and are included in 
the table.  

   Also included in column (c) are up to 4,292,876 shares that may be purchased under the Stock Savings Plan 
with reinvested dividend equivalents on deferred share units purchased by mid-level and above managers 
and limited company partial matching contributions. No new contributions may be made to the plan. The 
shares purchased are not delivered to the employee until after termination of employment, subject to certain 
accelerated delivery provisions. In addition, participants receive 2 options for each share purchased with 
employee payroll deductions. The options have a 10-year term and a strike price equal to the fair market 
value of the stock on the date of grant. The Stock Savings Plan was last approved by stockholders in 1994. 
The plan was amended by the Board of Directors in 2000 to increase the number of shares available for 
purchase under the plan (including shares from the company match and reinvested dividend equivalents) and 
shares subject to options. Stockholder approval was not required for the amendment. To the extent 
applicable, the amount shown for non-approved plans in column (a) includes these additional shares. Shares 
subject to outstanding options issued under the plan prior to amendment are included under approved plans.  



   
   
ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS, AND DIRECTOR 
INDEPENDENCE  
   
Information required by Item 404 of Regulation S-K is included in the registrant’s Proxy Statement under the 
heading “Related Party Transactions,” which is incorporated herein by reference pursuant to General Instruction 
G(3). Information required by Item 407(a) of Regulation S-K is included in the registrant’s Proxy Statement 
under the heading “Independence of Directors.”  
   
ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES  
   
Information required by this Item is included in the registrant’s Proxy Statement under the heading “Principal 
Accountant Fees and Services,” which is incorporated herein by reference pursuant to General Instruction G(3).  
   
Part IV  
   
ITEM 15. EXHIBITS and FINANCIAL STATEMENT SCHEDULES   
   
(a) Documents filed as a part of the report:  

   

   
Financial statement schedules other than those listed above have been omitted because the required 
information is contained in the financial statements and notes thereto, or because such schedules are not 
required or applicable.  

   
(3) Exhibits:  

   
Exhibits identified in parentheses below, on file with the SEC, are incorporated herein by reference as 
exhibits hereto. Unless otherwise indicated, all exhibits so incorporated are from File No. 1-8610.  
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   Page  
   (1) Report of Independent Registered Public Accounting Firm  *  
   Financial Statements covered by Report of 
   Independent Registered Public Accounting Firm: 
   Consolidated Statements of Income  *  
   Consolidated Balance Sheets  *  
   Consolidated Statements of Cash Flows  *  
   Consolidated Statements of Stockholders’  Equity  *  
   Notes to Consolidated Financial Statements  *  

   *  Incorporated herein by reference to the appropriate portions of the registrant’s annual report to 
stockholders for the fiscal year ended December 31, 2006. (See Part II.)  

   Page  
   (2) Financial Statement Schedules: 
   II - Valuation and Qualifying Accounts  21  

   Exhibit  
   Number  

   2-a  Agreement and Plan of Merger, dated as of January 30, 2005, among AT&T Corp., SBC 
Communications Inc. and Tau Merger Sub Corporation (Exhibit 2.1 to Form 8-K dated January 
31, 2005.)  

   2-b  Agreement and Plan of Merger, dated as of March 4, 2006, among BellSouth Corporation, 
AT&T Inc. and ABC Consolidation Corp. (Exhibit 2.1 to Form 8-K dated March 4, 2006.)  

   3-a  Restated Certificate of Incorporation, filed with the Secretary of State of Delaware on July 28, 
2006. (Exhibit 3 to Form 10-Q filed for June 30, 2006.)  

   3-b  Bylaws amended November 17, 2006. (Exhibit 3-a to Form 8-K dated November 17, 2006.)  

   4-a  Certificate of Designations for Perpetual Cumulative Preferred Stock of SBC Communications 
Inc., filed with the Secretary of State of the State of Delaware on November 18, 2005. (Contained 
in Restated Certificate of Incorporation filed as Exhibit 3-a.)  



   
   

   

   

   

   

   

   

   

   

   

   

   

   

   

   

   

   

   

   

   

   

   

   
   

17  

AT&T Inc.  
   

   4-b  No instrument which defines the rights of holders of long-term debt of the registrant and all of its 
consolidated subsidiaries is filed herewith pursuant to Regulation S-K, Item 601b)(4)(iii)(A), 
except for the instruments referred to in 4-c, 4-d, 4-e, 4-f, and 4-g below. Pursuant to this 
regulation, the registrant hereby aggress to furnish a copy of any such instrument not filed 
herewith to the SEC upon request.  

   4-c  Guaranty of certain obligations of Pacific Bell Telephone Co. and Southwestern Bell Telephone 
Co. (Exhibit 4-d to Form 10-K for 1999.)  

   4-d  Guaranty of certain obligations of Ameritech Capital Funding Corp., Illinois Bell Telephone Co., 
Indiana Bell Telephone Co. Inc., Michigan Bell Telephone Co., The Ohio Bell Telephone Co., 
Pacific Bell Telephone Co., Southern New England Telecommunications Corp., The Southern 
New England Telephone Co., Southwestern Bell Telephone Co., Wisconsin Bell, Inc. (Exhibit 4-
c to Form 10-Q for September 30, 2005.)  

   4-e  Guarantee of certain obligations of AT&T Corp. (Exhibit 4-e to Form 8-K dated December 16, 
2005.)  

   4-f  Guarantee of certain obligations of BellSouth. (Exhibit 4.3 to Form 8-K dated December 29, 
2006.)  

   4-g  Cingular Third Supplemental Indenture. (Exhibit 4.1 to Form 8-K dated December 29, 2006.)  

   10-a  Short Term Incentive Plan, dated September 1, 2005. (Exhibit 10-a to Form 10-K for 2005.)  

   10-b  Supplemental Life Insurance Plan, dated September 1, 2005. (Exhibit 10-b to Form 10-K for 
2005.)  

   10-c  Supplemental Retirement Income Plan, dated December 31, 2004. (Exhibit 10-c to Form 10-K 
for 2004.)  

   10-d  Senior Management Deferred Compensation Plan (effective for Units of Participation Having a 
Unit Start Date Prior to January 1, 1988). (Exhibit 10-d to Form 10-K for 2002.)  

   10-e  Senior Management Deferred Compensation Program of 1988 (effective for Units of 
Participation Having a Unit Start Date of January 1, 1988 or later). (Exhibit 10-e to Form 10-K 
for 2002.)  

   10-f  Officer Disability Plan, formerly the Senior Management Long Term Disability Plan, amended 
and restated January 1, 2007.  

   10-g  Salary and Incentive Award Deferral Plan, dated December 31, 2004.  

   10-h  AT&T Inc. Health Plan, formerly the Executive Health Plan, amended and restated April 13, 
2006.  

   10-i  Retirement Plan for Non-Employee Directors. (Exhibit 10-k to Form 10-K for 1997.)  

   10-j  Form of Indemnity Agreement, effective July 1, 1986, between SBC (now AT&T Inc.) and its 
directors and officers. (Appendix 1 to Definitive Proxy Statement dated March 18, 1987.)  

   10-k  Administrative Plan. (Exhibit 10-ee to Form 10-K for 2004.)  

   10-l  Stock Savings Plan, dated December 31, 2004.  

   10-m  1992 Stock Option Plan, dated June 19, 2001. (Exhibit 10-n to Form 10-K for 2001.)  

   10-n  1996 Stock and Incentive Plan, dated November 2, 2002. (Exhibit 10-o to Form 10-K for 2002.)  

   10-o  Non-Employee Director Stock and Deferral Plan. (Exhibit 10 to Form 8-K dated June 30, 2006.)  

   10-p  Pacific Telesis Group Deferred Compensation Plan for Nonemployee Directors. (Exhibit 10gg to 
Form 10-K for 1996 of Pacific Telesis Group (File No. 1-8609).)  



   
   

10-p(i) Resolutions amending the Plan, effective November 21, 1997. (Exhibit 10-v(i) to Form 
10-K for 1997.)  

   

   

   
10-r(i) Resolutions amending the Plan, effective November 21, 1997. (Exhibit 10-v(i) to Form 

10-K for 1997.)  
   

   
10-s(i) Resolutions amending the Plan, effective January 1, 1995. (Attachment A to Pacific 

Telesis Group’s 1995 Proxy Statement, filed March 13, 1995 (File No. 1-8609).)  
   

   

   
10-u(i) Amendment to Employment Agreement (Exhibit 10.1 to Form 8-K dated March 4, 
2006.)  
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   10-q  Pacific Telesis Group Outside Directors’ Deferred Stock Unit Plan. (Exhibit 10oo to Form 10-K 
for 1995 of Pacific Telesis Group (File No. 1-8609).)  

   10-r  Pacific Telesis Group 1996 Directors’ Deferred Compensation Plan. (Exhibit 10qq to Form 10-K 
for 1996 of Pacific Telesis Group (File No. 1-8609).)  

   10-s  Pacific Telesis Group 1994 Stock Incentive Plan. (Attachment A to Pacific Telesis Group’s 1994 
Proxy Statement filed March 11, 1994, and amended March 14 and March 25, 1994 (File No. 1-
8609).)  

   10-t  2001 Incentive Plan, dated January 31, 2003. (Exhibit 10-u to Form 10-K for 2002.)  

   10-u  Employment Agreement between SBC and Edward E. Whitacre Jr. (Exhibit 10-y to Form 10-K 
for 2001.)  

   10-v  AT&T Inc. Change in Control Severance Plan, effective January 1, 2007.  

   10-w  1995 Management Stock Option Plan, dated November 16, 2001. (Exhibit 10-y to Form 10-K for 
2002.)  

   10-x  Investment and Reorganization Agreement dated October 25, 2004, by and among BellSouth 
Corporation, SBC Communications Inc., Cingular Wireless Corporation, Cingular Wireless LLC, 
Links I Corporation, Cingular Wireless II, Inc., BLS Cingular Holdings, LLC, SBC Alloy 
Holdings, Inc., BellSouth Enterprises, Inc., BellSouth Mobile Systems, Inc., BellSouth Mobile 
Data, Inc. and SBC Long Distance, Inc. (Exhibit 99.01 to Cingular Wireless LLC's Form 8-K 
dated October 25, 2004.)  

   10-y  Concession Program for Directors, dated July 1, 2004. (Exhibit 10-bb to Form 10-Q for March 
31, 2004.)  

   10-z  Amended and Restated Revolving Credit Agreement with Cingular Wireless LLC. (Exhibit 10-
bb to Form 10-Q for June 30, 2005.)  

   10-aa  Five Year Credit Agreement. (Exhibit 10 to Form 8-K dated July 12, 2006.)  

   10-bb  Stock Purchase and Deferral Plan, amended and restated March 30, 2006. (Exhibit 10-cc to Form 
10-Q for March 31, 2006.)  

   10-cc  Cash Deferral Plan, amended and restated March 30, 2006. (Exhibit 10-dd to Form 10-Q for 
March 31, 2006.)  

   10-dd  Master Trust Agreement for AT&T Inc. Deferred Compensation Plans and Other Executive 
Benefit Plans and subsequent amendments dated August 1, 1995 and November 1, 1999. 
(Exhibits 99.1-a, 99.1-b and 99.1-c to Schedule 13-D/A filed on December 28, 2004.)  

   10-ee  2005 Supplemental Employee Retirement Plan, amended and restated November 17, 2006.  

   10-ff  AT&T Corp. 1997 Long Term Incentive Program, dated March 14, 2000. (Exhibit 10-gg to Form 
10-K for 2005.)  

   10-gg  AT&T Corp. 2004 Long Term Incentive Program. (Exhibit 10-hh to Form 10-K for 2005.)  



   
   

   

   

   

   

   

   

   

   

   

   

   

   

   

   
10-ss(i) First Amendment to Master Trust Agreement, effective December 23, 1997.  
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   10-hh  AT&T Corp. Senior Management Incentive Award Deferral Plan amended and restated 
September 18, 2006.  

   10-ii  2006 Incentive Plan, dated May 1, 2006. (Exhibit 10.2 to Form 8-K dated January 26, 2006.)  

   10-jj  Retention Agreement for James W. Cicconi dated January 26, 2006. (Exhibit 10.1 to Form 8-K 
dated January 26, 2006.)  

   10-kk  BellSouth Corporation Executive Incentive Award Deferral Plan, dated September 23, 1996.  

   10-ll  BellSouth Corporation Nonqualified Deferred Compensation Plan, dated January 1, 2005.  

   10-mm  BellSouth Officer Compensation Deferral Plan. (Exhibit 10q to Form 10-K for 2004 of BellSouth 
Corporation (File No. 1-8607).)  

   10-nn  BellSouth Corporation Deferred Compensation Plan for Non-Employee Directors, dated March 
9, 1984.  

   10-oo  BellSouth Corporation Director's Compensation Deferral Plan, dated March 1, 2001.  

   10-oo(i)  First Amendment to BellSouth Corporation Director's Compensation Deferral Plan, 
dated February 6, 2004.  

   10-pp  BellSouth Corporation Stock Plan, dated April 24, 1995.  

   10-qq  BellSouth Corporation Stock and Incentive Compensation Plan. (Exhibit 10v-3 to Form 10-Q for 
June 30, 2004 of BellSouth Corporation (File No. 1-8607).)  

   10-qq(i)  First Amendment to BellSouth Corporation Stock and Incentive Compensation Plan. 
(Exhibit 10ii to Form 10-Q for September 30, 2005 of BellSouth Corporation (File No. 
1-8607).)  

   10-rr  Cingular Wireless Long Term Compensation Plan (Exhibit 99.1 to Form 8-K dated February 17, 
2005 of AT&T Mobility LLC, formerly Cingular Wireless LLC (File No. 1-31673).)  

   10-ss  Master Trust Agreement for AT&T Corp. Deferred Compensation Plans and Other Executive 
Benefit Plans, effective January 13, 1994.  

   10-tt  Non-Employee Director Non-Qualified Stock Option Terms and Conditions. (Exhibit 10-qq to 
Form 8-K dated September 30, 2004 of BellSouth Corporation (File No. 1-8607).)  

   10-uu  BellSouth Corporation Amended And Restated Trust Under Board Of Directors Benefit Plan(s), 
effective October 11, 2006.  

   10-vv  BellSouth Non-Employee Directors Charitable Contribution Program, effective February 29, 
1992.  

   10-vv(i)  First Amendment to the Non-Employee Directors Charitable Contribution Program, 
effective January 27, 1997.  

   10-vv(ii) Second Amendment to the Non-Employee Directors Charitable Contribution Program, 
effective February 25, 2002.  

   12  Computation of Ratios of Earnings to Fixed Charges.  

   13  Portions of AT&T’s Annual Report to Stockholders for the fiscal year ended December 31, 2006. 
Only the information incorporated by reference into this Form 10-K is included in the exhibit.  

   21  Subsidiaries of AT&T Inc.  



   
   

   

   

   

   
We will furnish to stockholders upon request, and without charge, a copy of the annual report to stockholders 
and the proxy statement, portions of which are incorporated by reference in the Form 10-K. We will furnish any 
other exhibit at cost.  
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   23  Consent of Ernst & Young LLP, independent registered public accounting firm for AT&T.  

   24  Powers of Attorney.  

   31  Rule 13a-14(a)/15d-14(a) Certifications  
   31.1  Certification of Principal Executive Officer  
   31.2  Certification of Principal Financial Officer  

   32  Section 1350 Certifications  
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AT&T INC.  
SCHEDULE II - VALUATION AND QUALIFYING ACCOUNTS  

Allowance for Uncollectibles  
Dollars in Millions  
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COL. A     COL. B  COL. C  COL. D     COL. E  
         Additions           
         (1)  (2)  (3)           
   Balance at 

Beginning of 
Period  

Charged to 
Costs and 

Expenses (a)  

Charged to 
Other 

Accounts (b)  
Acquisitions 

(e)  
Deductions 

(c)  

Balance at 
End of 
Period  

                           
Year 2006  $  1,176  586  101  410  997  $  1,276  
Year 2005  $  1,001  744  184  356  1,109  $  1,176  
Year 2004 (d)  $  1,058  761  447  -  1,265  $  1,001  

(a)  Excludes direct charges and credits to expense on the statements of income and reinvested earnings related 
to interexchange carrier receivables.  

(b)  Includes amounts previously written off which were credited directly to this account when recovered and 
amounts related to long-distance carrier receivables which were billed by AT&T.  

(c)  Amounts written off as uncollectible.  
(d)  Amounts reflect the classification of balances related to a change in the way we report accounts receivable 

for our directory segment, which increased our Allowance for Uncollectibles. Additional information 
relating to this change is contained in the 2006 AT&T Annual Report to Stockholders in Note 1, and is 
incorporated herein by reference pursuant to General Instruction G(2).  

(e)  Acquisition of BellSouth in December 2006 and ATTC in November 2005.  



Schedule II - Sheet 2  
   

AT&T INC.  
SCHEDULE II - VALUATION AND QUALIFYING ACCOUNTS  

Accumulated Amortization of Intangibles  
Dollars in Millions  
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COL. A     COL. B  COL. C  COL. D     COL. E  
         Additions           
         (1)  (2)  (3)           

   

Balance at 
Beginning of 

Period  

Charged to 
Costs and 
Expenses  

Charged to 
Other 

Accounts  
Acquisitions  

(b)  Deductions  

Balance at 
End of 
Period  

                           
Year 2006  $  986  1,033  -  1,978  -  $  3,997  
Year 2005  $  719  271  -  -  4  $  986  
Year 2004  $  691  117  -  -  89 

(a)  
$  719  

(a) Includes $85 reversal of amount that was fully amortized.  
(b) Consolidation of AT&T Mobility due to the December 2006 acquisition of BellSouth.  



SIGNATURES  
   

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the 
registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized, 
on the 26th day of February, 2007.  
   

   
   
            

   
Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below 

by the following persons on behalf of the registrant and in the capacities and on the date indicated.  
   
Principal Executive Officer:  

   
Principal Financial and  
Accounting Officer:  

   

   
   

   

* by power of attorney  
   

   
   

   AT&T INC.  

  /s/ Rick Lindner  
Richard G. Lindner  
Senior Executive Vice President and  
Chief Financial Officer  
   

   Edward E. Whitacre Jr.*  
   Chairman and  
   Chief Executive Officer  

   Richard G. Lindner  
   Senior Executive Vice President and  
   Chief Financial Officer  

  /s/ Rick Lindner  
Richard G. Lindner, as attorney-in-fact  
and on his own behalf as Principal  
Financial Officer and Principal  
Accounting Officer  

   February 26, 2007  

Directors:     
Edward E. Whitacre Jr.*  Jon C. Madonna*  
William F. Aldinger III*  Lynn M. Martin*  
Gilbert F. Amelio*  John B. McCoy*  
Reuben V. Anderson*  Mary S. Metz*  
James H. Blanchard*  Toni Rembe*  
August A. Busch III*  S. Donley Ritchey*  
Martin K. Eby Jr.*  Joyce M. Roché*  
James A. Henderson*  Randall L. Stephenson*  
James P. Kelly*  Laura D’Andrea Tyson*  
Charles F. Knight*  Patricia P. Upton*  
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OFFICER DISABILITY PLAN  

   
   
   
   
   
   
   
   
   
   
   

Plan Effective: January 1, 1984 

Revisions Effective: January 1, 2007 



OFFICER DISABILITY PLAN  
   

The AT&T Inc. (“AT&T” or “Company”) Officer Disability Plan ("Plan") was formerly known as the Senior 
Management Long Term Disability Plan prior to November 1, 2002. The purpose of the Plan is to supplement 
an Eligible Employee’s disability benefits provided under an AT&T Group Disability Plan.  
   
Section 1 - Definitions  

   
“ Eligible Employee ” shall mean an Officer and any other individual who is participating in the Plan as of 
September 1, 2005. Notwithstanding the foregoing, the CEO of AT&T Inc. (“CEO”) may, from time to time, 
exclude any Officer or group of Officers from being an “Eligible Employee” under this Plan. Further, an 
employee of a company acquired by AT&T shall not be considered an Eligible Employee unless designated as 
eligible by the CEO.  
   
“ Employer ” shall mean AT&T or any of its Subsidiaries; provided, however, that Cingular Wireless LLC and 
its subsidiaries shall not be considered an Employer under this Plan.  
   
“ Group Disability Plan ” shall mean any Employer-paid group disability plan sponsored by AT&T or any 
Subsidiary.  
   
“ Long Term Disability Benefit ” shall mean the disability benefit provided under Section 3 of this Plan.  
   
“ Officer ” shall mean an individual who is designated as an officer for compensation purposes on the records 
of AT&T.  
   
" Participant " shall mean an Eligible Employee who is disabled within the meaning of Section 2.1 or 3.1 of 
this Plan.  
   
“ Pay ” shall mean the monthly amount of an Eligible Employee’s annual base salary rate (as determined by his 
or her Employer) on the last day prior to entitlement to disability benefits under this Plan, but excluding all 
differentials regarded as temporary or extra payments and excluding all cash payments and distributions made 
under the AT&T Short Term Incentive Plan, the AT&T 2001 Incentive Plan, and the AT&T 2006 Incentive 
Plan, or successor plans.  
   
“SEVP-HR” shall mean the company’s highest ranking Officer specifically responsible for human resources 
matters.  
   
“ Short Term Disability Benefit ” shall mean the disability benefit provided under Section 2 of this Plan.  
   
“ Subsidiary ” shall mean any corporation in which the Company owns, directly or indirectly, more than fifty 
percent (50%) of the total combined voting power of all classes of equity interests, or any other entity 
(including, but not limited to, partnerships and joint ventures) in which the Company owns more than fifty 
percent (50%) of the combined equity thereof; provided, however, Cingular Wireless LLC and its subsidiaries 
shall not be considered a Subsidiary under this Plan.  
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Section 2 - Short Term Disability Benefits  

   
If an Eligible Employee is eligible to receive short term disability benefits under the Group Disability Plan, 
he/she is also eligible to receive Short Term Disability Benefits under this Plan. Otherwise, an Eligible 
Employee who, due to a physical or mental impairment, is prevented from meeting the performance 
requirements of the position he or she held immediately preceding the onset of his or her physical or mental 
impairment shall be entitled to Short Term Disability Benefits under this Section 2.  
   
Subject to the reductions and offsets described in Section 2.3, the Short Term Disability Benefits provided 
under this Section 2 shall be a monthly amount equal to one hundred percent (100%) of the Participant’s Pay.  
   
The Participant’s Short Term Disability Benefit shall be reduced by his or her short term disability benefit 
received under a Group Disability Plan, if any. In addition, the Participant’s combined Short Term Disability 
Benefit under this Plan and his or her short term disability benefit under the Group Disability Plan, if any, shall 
be reduced by any offsets as provided in the Group Disability Plan.  
   
Short Term Disability Benefits shall commence on the date that short term disability benefits start under the 
Group Disability Plan, or the date that short term disability benefits would start under the Group Disability 
Plan had the Participant been eligible for benefits under that plan. Short Term Disability Benefits under this 
Plan shall be paid until the earliest to occur of (i) the lapse of short term disability benefits under the Group 
Disability Plan (whether or not actually receiving benefits under the plan) , or (ii) the Participant’s ability to 
meet the performance requirements of the position he or she held immediately preceding the onset of his or her 
physical or mental impairment.  
   
Section 3 – Long Term Disability Benefits  
   

If an Eligible Employee is eligible to receive long term disability benefits under the Group Disability Plan, 
he/she is also eligible to receive Long Term Disability Benefits under this Plan. Otherwise, an Eligible 
Employee shall be entitled to Long Term Disability Benefits after the lapse of the Participant’s Short Term 
Disability Benefits if the Eligible Employee, due to a physical or mental impairment, is prevented from meeting 
the performance requirements of (i) the position he or she held immediately preceding the onset of his or her 
physical or mental impairment, (ii) a similar position, and (iii) any appropriate position that the Participant 
would otherwise be capable of performing by reason of his or her background or experience.  
   
Subject to the reductions and offsets described in Section 3.3, the Long Term Disability Benefits provided under 
this Section 3 shall be a monthly amount equal to eighty percent (80%) of the Participant’s Pay.  
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The Participant’s Long Term Disability Benefit shall be reduced by his or her long term disability benefit 
received under a Group Disability Plan, if any. In addition, the Participant’s combined Long Term Disability 
Benefit under this Plan and his or her long term disability benefit under the Group Disability Plan, if any, shall 
be reduced by any offsets as provided in the Group Disability Plan.  
   
Long Term Disability Benefits under this Plan shall be paid until earliest to occur of (i) the Participant’s 
attainment of age 65, or (ii) the Participant’s ability to meet the performance requirements of (a) the position he 
or she held immediately preceding the onset of his or her physical or mental impairment, (b) a similar position, 
or (c) any appropriate position that the Participant would otherwise be capable of performing by reason of his or 
her background or experience.  
   

Section 4 – Claims and Appeals  
   
A Disability Review Committee ("Committee") will be established to review any issues arising under this Plan, 
including any claims made under this Plan. The Committee shall be appointed by the SEVP-HR and shall be 
comprised of at least three managers, one of which shall be an Officer. The Committee, which shall be a 
fiduciary under the Plan with respect to the review of claims, shall have the authority, in its sole and absolute 
discretion, to interpret and administer the Plan, including the authority, in its sole and absolute discretion, to 
make the determinations as to whether an Eligible Employee is disabled within the meaning of Sections 2 and 3 
of the Plan and any other claim arising under the Plan. The SEVP-HR, who shall be a fiduciary under the Plan 
with respect to the review of appealed claims, shall have the sole and absolute discretion to make 
determinations with respect to an appeal of a claim that is denied by the Committee.  
   
An Eligible Employee or a Participant (the “Claimant”) may file a claim under the Plan by sending a written 
notice of such claim to AT&T Executive Compensation, 175 East Houston, Room 3-Q-6, San Antonio, Texas, 
which shall include a brief description of the Claimant’s claim.  
   
Upon receipt of a written claim, the Committee shall notify the Claimant of the Committee’s decision regarding 
the claim within forty-five (45) days of the date the claim is made. The Committee may extend this 45-day 
period for up to 30 days (plus an additional 30 days if needed) if it determines that special circumstances require 
more time to determine the claim. The Committee shall notify the Claimant, in writing, within the initial 45-day 
period (and within the first 30-day extension period if an additional 30 days is needed) if additional time is 
needed and what special circumstances require the extra time. If extensions are required because the Committee 
needs additional information from the Claimant, the Claimant shall be given 45 days from the Committee’s 
notification within which to provide that information.  
   
A claim is denied if: (a) the Claimant receives a written denial from the Committee, (b) the Claimant receives 
no reply from the Committee after 45 days, or (c) the Committee has extended the time to reply by an additional 
30 or 60 days and the Claimant receives no reply after the additional 30 or 60 days. The written notice of a 
denied claim shall include: (a) the specific reasons for the denial, (b) a specific reference to the Plan provision 
upon which the denial is based, (c) a description of any additional information that is needed to make the claim 
acceptable and the reason it is needed, and (d) a description of the procedure by which the Claimant may appeal 
the denial to the Human Resources Committee of the AT&T Board of Directors.  
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If a claim is denied by the Committee, or treated as denied, and the Claimant disagrees with the Committee’s 
decision, the Claimant may appeal the Committee’s decision by filing a written request for review. The 
Claimant or someone authorized by the Claimant must make the request for review within 180 days of receipt 
of the denial notice or, if no notice is received, 180 days after the expiration of 45, 75 or 105 days, whichever is 
applicable. A written request for review must be sent to the SEVP-HR at the address provided in the claim 
denial letter or, if no denial letter was sent, to the SEVP-HR , 175 East Houston Street, Room 3-Q-6, San 
Antonio, Texas 78205. The appeal of a denied claim may include: (a) a written statement of the issues and any 
other comments, along with any new or additional evidence or materials in support of the Claimant’s appeal, (b) 
a request to examine documents that bear on the Claimant’s appeal, and (c) a request to review pertinent Plan 
documents.  
   
Unless the Claimant is notified in writing that more time is needed, a review and decision on the Claimant’s 
appeal must be made within 45 days after the appeal is received. If special circumstances require more time to 
consider the appeal, the SEVP-HR may take an additional 45 days to reach a decision after providing written 
notice that there will be a delay. The appeal is deemed denied if notice of the decision is not provided by the 
end of the 45 or 90-day period. If an appeal is denied by the SEVP-HR, it is final and not subject to further 
review; however, the Claimant may have further rights under ERISA.  
   
Section 5 - General Provisions  
   

AT&T, in its sole discretion may reduce the disability allowance by the amount of outside compensation or 
earnings of the Participant for work performed by the Participant during the period for which any Short Term 
Disability Benefit or Long Term Disability Benefit is provided.  
   
The rights of a Participant to benefits under the Plan shall not be subject to assignment or alienation, except as 
required by law.  
   
AT&T may from time to time make changes in the Plan and may terminate the Plan in its sole and absolute 
discretion. In addition, the SEVP-HR of AT&T (or his or her successor), shall be authorized to make minor or 
administrative changes to the Plan, as well as changes dictated by any requirement of Federal or state statutes or 
authorized or made desirable by such statutes. Such changes or termination shall not affect the rights of any 
Participant, without his/her consent, to any benefit under the Plan to which such Participant may have 
previously become entitled as a result of a disability, death or termination of employment that occurred prior to 
the effective date of such change or termination.  
   
Should a claim, other than under this Plan or under any other plan maintained by the Employer, be presented or 
suit brought against the Company, an Employer, or against any other Subsidiary, for damages on account of 
injury or death of a Participant, nothing shall be payable under this Plan; provided however, that the Committee 
may, in its discretion and upon such terms as it may prescribe waive this provision if such claims be withdrawn 
or if such suit be discontinued.  
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All benefits provided under the Plan with respect to a Participant shall be forfeited and cancelled in their 
entirety if the Participant directly or indirectly, engages in competitive activity, or has become associated with, 
employed by, controls, or renders service to any business that is engaged in competitive activity, with (i) the 
Company, (ii) any Subsidiary, or (iii) any business in which any of the foregoing have a substantial interest, or 
if the Participant attempts, directly or indirectly, to induce any employee of the Company or a Subsidiary to be 
employed or perform services elsewhere without the permission of the Company. The phrase “has become 
associated with” shall include, among other things, the beneficial ownership of 1/10 of 1% or more of a 
business engaged in competitive activity. The determination of whether a Participant has engaged in any such 
activity and whether to cancel benefits under this Plan shall be made by AT&T, and in each case such 
determination shall be final, conclusive and binding on all persons. All benefits provided under the Plan with 
respect to a Participant shall be forfeited and cancelled in their entirety if the Participant is discharged for cause 
or the Participant engages in misconduct in connection with the Participant’s employment.  
   
All benefits authorized under the Plan shall be charged to the operating expense accounts of the Participant’s 
Employer when and as paid.  
   
The expenses of administering the Plan shall be borne by the Employers in such proportions as shall be 
mutually agreed upon by such Employers.  
   
In the event any provision of the Plan shall be held illegal or invalid for any reason, the illegality or invalidity 
shall not affect the remaining parts of the Plan, and the Plan shall be construed and enforced as if the illegal or 
invalid provision had not been included.  
   
At any time AT&T may correct any error made under the Plan without prejudice to AT&T. Such corrections 
may include, among other things, changing or revoking a disability benefit.  
   
To the extent not preempted by Federal law, this Plan shall be governed by and construed in accordance with 
the substantive laws of the State of Texas, excluding any conflicts or choice of law rule or principle that might 
otherwise refer construction or interpretation of this Plan to provisions of the substantive law of any jurisdiction 
other than the State of Texas.  
   
The use of personal pronouns of either gender in the Plan is intended to include both masculine and feminine 
genders.  
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AT&T INC.  

   
SALARY AND INCENTIVE AWARD DEFERRAL PLAN  

   
As amended through December 31, 2004  

   
Article 1 - Statement of Purpose  
   

The purpose of the Salary and Incentive Award Deferral Plan ("Plan") is to provide a select group of 
management employees consisting of Eligible Employees of AT&T Inc. ("AT&T" or the "Company") and its 
Subsidiaries with a means for deferring the receipt of income.  
   
Article 2 - Definitions  
   

For the purposes of this Plan, the following words and phrases shall have the meanings indicated, 
unless the context indicates otherwise:  
   

Base Compensation. The following types of cash-based compensation, in each case as determined by 
AT&T, paid by an Employer (but not including payments made by a non-Employer, such as state disability 
payments), before reduction due to any contribution pursuant to this Plan or reduction pursuant to any deferral 
plan of an Employer, including but not limited to a plan that includes a qualified cash or deferral arrangement 
under Section 401(k) of the Internal Revenue Code, as amended ("Code"):  
   

   
Payments by an Employer under a Disability plan made in lieu of any compensation described in (a) 

above, shall be deemed to be a part of the compensation it replaces for purposes of this definition. Base 
Compensation does not include the TEAM Award (the annual award determined to be the "Team Award" by 
AT&T together with the individual award determined by AT&T to be the Individual Discretionary Award made 
in connection therewith) or comparable awards, if any, determined by AT&T to be used in lieu of these awards, 
commissions or zone allowances or any other geographical differential and shall not include payments made in 
lieu of unused vacation or other paid days off, and such payments shall not be contributed to this Plan.  
   

   

   

   
Declared Rate. The interest rate for each calendar year as determined by the Senior Executive Vice 

President-Human Resources, with the concurrence of the Senior Executive Vice President, Chief Financial 
Officer and Treasurer and announced on or before January 1 of the applicable calendar year. However, in no 
event will the Declared Rate for any calendar be less than the Moody's Corporate Bond Yield Average-Monthly 
Average Corporates as published by Moody's Investor's Service, Inc. (or any successor thereto) for the month of 
September before the  
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   (a) annual base salary.  

   Business Day . Any day during regular business hours that AT&T is open for business.  

   Chairman. The Chairman of the Board of Directors of AT&T Inc.  

   Committee. The Human Resources Committee of the Board of Directors of AT&T Inc.  



calendar year in question, or, if such yield is no longer published, a substantially similar average selected by the 
Senior Executive Vice President-Human Resources or his or her successor.  
   

Disability. Absence of an Employee from work with an Employer under the relevant Employer’s 
disability plan.  
   

Eligible Employee. Eligible Employee. An Employee who:  
(a) is a full time, salaried Employee of AT&T or an Employer in which AT&T has a direct or indirect 

100% ownership interest and who is on active duty, Disability (but only while such Employee is deemed by the 
Employer to be an Employee of such Employer) or Leave of Absence;  
   

(b) is, as determined by AT&T, a member of Employer's "select group of management or highly 
compensated employees" within the meaning of the Employment Retirement Income Security Act of 1974, as 
amended, and regulations thereunder ("ERISA"); and  
   

(c) is (i) an Officer or (ii) a non-Officer Employee who has been approved by AT&T to be eligible to 
participate in this Plan.  
   

Notwithstanding the foregoing, AT&T may, from time to time, exclude any Employee or group of 
Employees from being deemed an "Eligible Employee" under this Plan.  
   

In the event a court or other governmental authority determines that an individual was improperly 
excluded from the class of persons who would be considered Eligible Employees during a particular time for 
any reason, that individual shall not be an Eligible Employee for purposes of the Plan for the period of time 
prior to such determination.  
   

Employee. Any person employed by an Employer, excluding persons hired for a fixed maximum term 
and excluding persons who are neither citizens nor permanent residents of the United States, all as determined 
by AT&T. For purposes of this Plan, a person on Leave of Absence who otherwise would be an Employee shall 
be deemed to be an Employee.  
   

Employer. AT&T Inc. or any of its Subsidiaries.  
   

Executive Officer. A person identified as an "executive officer" of AT&T in the then most recent 
AT&T Form 10-K containing such information that was filed with the United States Securities and Exchange 
Commission or who subsequent to such filing was notified by AT&T's General Counsel to be an executive 
officer of AT&T.  
   

Grandfathered Senior Manager . An individual who, as of January 31, 2003, is not an Officer but is 
a Participant in the Plan.  

Incentive Award. A cash award paid by an Employer (and not by a non-Employer, such as state 
disability payments) as either a short term or long term award under the Short Term Incentive Plan, the 1996 
Stock and Incentive Plan, or the 2001 Incentive Plan; or paid by an Employer as the Key Executive Officer 
Short Term Award paid under the 1996 Stock and Incentive Plan or the 2001 Incentive Plan; or any other award 
that the Committee designates as a short term or long term incentive award specifically for purposes of this Plan 
(regardless of the purpose of the award) including an award which would otherwise be paid in stock, other than 
stock of AT&T.  
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Leave of Absence. Where a person is absent from employment with an Employer on a formally 

granted leave of absence (i.e., the absence is with formal permission in order to prevent a break in the continuity 
of term of employment, which permission is granted (and not revoked) in conformity with the rules of the 
Employer which employs the individual, as adopted from time to time). For purposes of this Plan, a Leave of 
Absence shall be deemed to also include a transfer by an Employer of a person to, and continuous employment 
by, an entity for a rotational work assignment. In the event a transfer to such an entity lasts more than 5 years or 
the rotational work assignment status is canceled by AT&T, it shall be deemed a Termination of Employment 
with the Employer at that time for purposes of this Plan. To be a rotational work assignment, the Employer must 
have indicated in writing to the person that the person was to be rehired by the Employer on termination of the 
rotational work assignment.  
   

Officer . An individual who is designated as an officer level employee for compensation purposes on 
the records of AT&T.  
   

Participant. An Eligible Employee or former Eligible Employee who participates in this Plan.  
   

Pre-Tax Account. The account maintained on a pre-tax basis on the books of account of AT&T for 
each Participant.  
   

Retirement or Retire. . "Retirement" or “Retire” shall mean the termination of an Eligible 
Employee's employment with AT&T or any of its subsidiaries, for reasons other than death, on or after the 
earlier of the following dates: (1) solely with respect to Officers and Grandfathered Senior Managers, the date 
the Officer or Grandfathered Senior Manager has attained age 55, and, for an Officer who became a participant 
on or after January 1, 2002, has five (5) years of service, or (2) the date the Eligible Employee has attained one 
of the following combinations of age and service at termination of employment on or after April 1, 1997, except 
as otherwise indicated below:  

 
With respect to an Eligible Employee who is granted an EMP Service Pension under and pursuant to the 
provisions of the AT&T Pension Benefit Plan - Nonbargained Program ("SBCPBP") upon termination of 
Employment, the term "Retirement" shall include such Eligible Employee's termination of employment.  

   
Senior Manager . An individual who is designated as a Senior Manager or a Grandfathered Senior 

Manager for compensation purposes on the records of AT&T.  

Subsidiary. Any corporation, partnership, venture or other entity in which AT&T holds, directly or 
indirectly, a 50% or greater ownership interest. AT&T may, at its sole discretion, designate any other 
corporation, partnership, venture or other entity a Subsidiary for the purpose of participating in this Plan.  
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   Net Credited Service  Age  
   10 years or more  65 or older  
   20 years or more  55 or older  
   25 years or more  50 or older  
   30 years or more  Any age  



Termination of Employment. References herein to “Termination of Employment,” "Terminate 
Employment" or a similar reference, shall mean the event where the Employee ceases to be an Employee of any 
Employer, including but not limited to where the employing company ceases to be an Employer.  
   

Termination Under EPR . In determining whether an Eligible Employee’s termination of 
employment under the Enhanced Pension and Retirement Program (“EPR”) is a Retirement for purposes of this 
Plan, five years shall be added to each of age and net credited service (“NCS”). If with such additional age and 
years of service, (1) an Eligible Employee upon such termination of employment under EPR is Retirement 
Eligible according to the AT&T Supplemental Retirement Income Plan (“SRIP”) or (2) the Eligible Employee 
upon such termination of employment under EPR has attained one of the following combinations of age and 
service,  
   

   
then such termination of employment shall be a Retirement for all purposes under this Plan and the Eligible 
Employee shall be entitled to the treatment under this Plan afforded in the case of a termination of employment 
which is a Retirement.  
   
Article 3 - Administration of the Plan  
   

The Committee shall be the administrator of the Plan and will administer the Plan, interpret, construe 
and apply its provisions and determine entitlement to benefits, all in its discretion. The Committee may further 
establish, adopt or revise such rules and regulations as it may deem necessary or advisable for the 
administration of the Plan. References to determinations or other actions by AT&T, herein, shall mean actions 
authorized by the Committee, the Chairman, the Senior Executive Vice President of AT&T in charge of Human 
Resources, or their respective successors or duly authorized delegates, in each case in the discretion of such 
person; except that with respect to Executive Officers, only the Committee may take such action. All decisions 
by AT&T shall be final and binding.  
   
Article 4 - Contributions  
   
Notwithstanding anything in this Plan to the contrary, there shall be no Employee Contributions or contributions 
of deferred amounts related to Incentive Awards which would otherwise have been distributed in shares of stock 
other than shares of common stock of AT&T to the Plan after December 31, 2004.  

(a)             An Eligible Employee may elect to participate in the Plan through payroll deductions 
contributed to the Plan as follows (such contributions to the Plan are "Employee Contributions"):  
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   Actual NCS + 5 Years  Actual Age + 5 Years 
   10 years or more  65 or older  
   20 years or more  55 or older  
   25 years or more  50 or older  
   30 years or more  Any age  

4.1  Election to Make Contributions.  



(b)            An Eligible Employee may only make an election, change an election, or terminate an 
election to make Employee Contributions as follows:  
   

1.              An Employee who is an Eligible Employee as of September 30 may make an 
election on or prior to the last Business Day of the immediately following November with respect to 
the contribution of Base Compensation, if authorized hereunder, and/or Incentive Awards paid on or 
after the immediately following January 1.  

2.              An Employee who was not an Eligible Employee as of September 30 but who is an 
Eligible Employee the immediately following March 31 may make an election on or prior to the last 
Business Day of the immediately following May with respect to the contribution of Base 
Compensation, if authorized hereunder, and/or Incentive Awards paid on or after the immediately 
following July 1.  

AT&T may refuse or terminate any election to make Employee Contributions at any time.  

In the event the Participant takes a hardship withdrawal from a benefit plan qualified under the Code 
and sponsored by AT&T or an Employer, any election to make Employee Contributions by such Participant 
shall be immediately cancelled, and the Participant shall not be permitted to make a new election with respect to 
Employee Contributions that would be contributed during the then current and immediately following calendar 
year.  

(a) Employee Contributions shall be made solely pursuant to a proper election and only during the 
Employee's lifetime and while the Employee remains an Eligible Employee (if the Employee ceases to be an 
Eligible Employee, his or her election to make Employee Contributions shall be cancelled); provided, however, 
Termination of Employment of an Eligible Employee shall not constitute loss of eligibility solely with respect 
to contribution of Base Compensation (if otherwise permitted hereunder) that is earned prior to termination but 
paid within 60 days thereafter or with respect to an Incentive Award paid after Retirement (and such person 
shall be deemed an Eligible Employee for such contributions).  

(b) Employee Contributions shall be credited to the Participant’s Pre-Tax Account in accordance with 
the provisions of Section 4.2(e) and such contributions and earnings thereon shall bear interest beginning the 
first day of the month at the applicable Declared Rate on the balance from month-to-month in such account. The 
interest will be credited monthly to the account at one-twelfth of the annual Declared Rate for that calendar year 
compounded quarterly.  
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1.  An Eligible Employee who is an Officer or a Grandfathered Senior Manager may elect to contribute up 
to 50% (in whole percentage increments) of his or her monthly Base Compensation, as the same may 
change from time to time; provided, however, any Base Compensation deferral hereunder is conditioned 
upon a 30% Base Compensation deferral election being in effect in the Stock Savings Plan.  

2.  An Eligible Employee who is an Officer or a Senior Manager may elect to contribute up to 100% (in 
whole percentage increments or a specified dollar amount) of an Incentive Award.  

4.2  Contributions To Pre-Tax Account ; Interest/Dividends.  



(c) In addition, if the Participant's account under the Bell System Senior Management Incentive Award 
Deferral Plan ("Predecessor Plan") was transferred to this Plan as of January 1, 1984, the effective date of this 
Plan, then the Participant's Pre-Tax Account under this Plan shall be credited as of such date with the amount 
credited to the Participant's account under the Predecessor Plan as of December 31, 1983, and such amount shall 
bear interest in accordance with the terms of this Plan.  

   
(d) Deferred amounts related to Incentive Awards which would otherwise have been distributed in 

shares of stock other than shares of common stock of AT&T shall be credited to the Participant's Pre-Tax 
Account as deferred shares. The Participant's Pre-Tax Account shall also be credited on each dividend payment 
date with an amount equivalent to the dividend payable on the number of such shares equal to the number of 
deferred shares in the Participant's Pre-Tax Account on the record date for such dividend. Such amount shall 
then be converted to a number of additional deferred shares determined by dividing such amount by the closing 
price of such shares on the New York Stock Exchange on such date, or if not listed on such exchange, then on 
the principal market for such shares. If not traded on such exchange on such date, then the closing price on the 
next preceding day the stock was so traded shall be utilized.  

   
In the event of a merger, reorganization, consolidation, recapitalization, separation, liquidation, stock 

dividend, stock split, share combination, or stock dividend, stock split or other change in the corporate structure 
of the issuer of stock described in the preceding paragraph, affecting such stock, the Committee shall make an 
adjustment to the number and class of shares of deferred stock, in its discretion, to avoid any dilution or 
enlargement of rights.  

   
(e) A contribution to the Plan shall be made when the compensation – from which the contribution is 

to be deducted – is paid using the “check date” shown on the related pay record (sometimes referred to as the 
“paycheck stub”) as the contribution date (if no “check date” is shown, then the date of the pay record). When 
there is an underpayment or delayed payment of gross compensation for any reason, the related contribution 
shall be determined and made when the underpayment or delayed payment is paid, again using the date of the 
pay record. When there is an overpayment of gross compensation, the amount of the overpayment will not be 
considered in determining the contribution amount.  

Article 5 - Distributions  
   

(a) Retirement . Beginning March 10 (or such other date as determined by AT&T) of the first (1st) 
calendar year following the calendar year of the Retirement of a Participant and on March 10 (or such other date 
as determined by AT&T) of each of the successive 14 calendar years, AT&T shall distribute to the Participant 
that portion of the Participant's Pre-Tax Account that is equal to the total dollar amount of the Participant's Pre-
Tax Account (and/or number of deferred shares then held in the Participant's Pre-Tax Account) divided by the 
number of remaining installments. Notwithstanding the foregoing, if the Participant Retires prior to 2001, then 
any undistributed portion of the Participant's Pre-Tax Account will be distributed in a lump sum on March 10 of 
the fifteenth (15 th ) calendar year following the calendar year of the Retirement of the Participant.  
   

(b) Non-Retirement Termination of Employment . Beginning March 10 (or such other date as 
determined by AT&T) of the calendar year following the calendar year of Termination of  
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5.1  Distributions From Pre-Tax Account.  



Employment which is not a Retirement and on March 10 (or such other date as determined by AT&T) of each 
of the successive 2 calendar years, AT&T shall distribute that portion of the Participant's Pre-Tax Account that 
is equal to the total dollar amount of the Participant's Pre-Tax Account (and/or number of deferred shares held 
in the Participant's Pre-Tax Account) divided by the number of remaining installments.  
   

(c) Death . Notwithstanding (a) or (b) above to the contrary, in the event of the death of a Participant, 
any amounts remaining in the Participant's Pre-Tax Account (and/or number of deferred shares then held in the 
Participant's Pre-Tax Account) shall be promptly distributed to the Participant’s beneficiary designated in 
accordance with the AT&T Rules for Employee Beneficiary Designations, as the same may be amended from 
time to time ("Rules"). If no designation has been made or if all designated beneficiaries predecease the 
Participant, the Participant's Pre-Tax Account shall be distributed according to the Rules.  
   

Notwithstanding any other provision of this Plan, if a surviving beneficiary of a Plan participant 
disclaims in whole or in part, that beneficiary's interest or share in the distribution of the Plan participant's Plan 
proceeds, and such disclaimer satisfies the requirements of Section 2518(b) of the Internal Revenue Code (or 
any successor provision) and any applicable state law, such disclaimer shall not constitute an assignment, 
transfer or alienation by any method of such interest or share or proceeds and the portion of such proceeds 
subject to such disclaimer shall be distributed as if that beneficiary had predeceased the Plan participant.  
   

(d) Discharge for Cause/Non Competition . Notwithstanding any other provision of this Plan to the 
contrary, all amounts (including deferred shares) then credited to the Participant's Pre-Tax Account shall be 
paid immediately in a single payment if a Participant is discharged for cause by his or her Employer, or if a 
Participant otherwise ceases to be employed by his or her Employer and engages in competition with AT&T or 
any direct or indirect Subsidiary thereof or with any business with which a Subsidiary of AT&T or an affiliated 
company has a substantial interest (collectively referred to herein as an "Employer Business"), or becomes 
employed by a governmental agency having jurisdiction over the activities of AT&T or any of its Subsidiaries. 
For purposes hereof, engaging in competition with any Employer business shall mean engaging by the 
Participant in any business or activity in the same geographical market where the same or substantially similar 
business or activity is being carried on as an Employer business. Such term shall not include owning a 
nonsubstantial publicly traded interest as a shareholder in a business that competes with an Employer business. 
However, engaging in competition with an Employer business shall include representing or providing 
consulting services to, or being an employee of, any person or entity that is engaged in competition with any 
Employer business or that takes a position adverse to any Employer business in a judicial, regulatory, legislative 
or administrative proceeding. Further, engaging in competition with an Employer business would result if the 
Participant either engages directly in competitive activity or in any capacity in any location becomes employed 
by, associated with, or renders service to any company, or parent or affiliate thereof, or any subsidiary of any of 
them, if any of them is engaged in competition with an Employer business, regardless of the position or duties 
the Participant takes and regardless of whether or not the employing company, or the company that the 
Participant becomes associated with or renders service to, is itself engaged in direct competition with an 
Employer business.  
   

(e) Deferred amounts held pending distribution shall continue to be credited with interest or 
additional deferred shares, as applicable, determined in accordance with Section 4.2(b) or 4.2 (d), as applicable.  
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(f) The obligation to make distribution of deferred amounts credited to a Participant's Pre-Tax 
Account during any calendar year, plus the additional amounts credited on such deferred amounts pursuant to 
Section 4.2(b) or 4.2(d), as applicable, shall be borne by AT&T or the applicable Employer which otherwise 
would have paid the related award currently. However, the obligation to make distributions with respect to 
deferred amounts which are related to amounts credited to a Participant's Pre-Tax Account as of the effective 
date of the Plan pursuant to Section 4.2(c), and with respect to which no AT&T company would otherwise have 
paid the related award currently, shall be borne by the Employer which employed the Participant on the 
effective date of the Plan.  
   

(g) For the purpose of this Plan, a beneficiary designation like that described in Section 5.1(c) that 
was made under the comparable provisions of the Predecessor Plan shall be considered as a beneficiary 
designation made under Section 5.1(c).  
   

(h) Notwithstanding the other provisions of this Section 5.1 to the contrary, but subject to the 
provisions of Section 5.2(b), a Participant who was a Participant on, and made contributions to the Plan prior to, 
September 1, 2000, may request that receipt of the cash portion of Participant's Pre-Tax Account be deferred to 
Participant's death, or to be received earlier if  
accelerated in accordance with the provisions of 5.2(a). Approval of such request shall be in AT&T's sole 
discretion.  
   

(a) On or before the last Business Day of a calendar year, a Participant may elect to receive a 
distribution of all or a portion of the Participant's Pre-Tax Account. Such distribution shall be made March 10 
(or such other date as determined by AT&T) of the immediately following calendar year. This distribution shall 
be in addition to the portion of the Pre-Tax Account to be distributed at the same time under Section 5.1, which 
distribution shall be calculated without regard to an election under this section. No distribution under this 
Section 5.2(a) shall be made of amounts contributed to or earned under this Plan in the same calendar year as 
the distribution.  

   
(b) In the event the Participant Terminates Employment for reasons other than Retirement, AT&T 

may, at its sole discretion, accelerate the distribution of all or a portion of a Participant's Pre-Tax Account to the 
date of AT&T's choosing, without notice to, or the consent of, the Participant.  
   

Notwithstanding any election made by the Participant, after the Termination of Employment of the 
Participant for any reason, if at the time the total value of the Participant's Pre-Tax Account is less than 
$10,000, AT&T may, in its discretion, distribute all of such account in the form of a lump sum distribution.  

   

In the event that a final determination shall be made by the Internal Revenue Service or any court of 
competent jurisdiction that a Participant has recognized gross income for Federal income tax purposes in excess 
of the portion of Participant's Pre-Tax Account actually distributed by AT&T, AT&T shall promptly distribute 
to the Participant that portion of Participant's Pre-Tax Account to which such additional gross income is 
attributable.  
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5.2  Accelerated Distribution.  

5.3  Small Distribution.  

5.4  Determination by Internal Revenue Service.  

5.5  Emergency Distribution .  



In the event that AT&T, upon written petition of the Participant, determines in its sole discretion that 
the Participant has suffered an unforeseeable financial emergency, AT&T shall distribute to the Participant, as 
soon as practicable following such determination, that portion of Participant's Pre-Tax Account determined by 
AT&T in its sole discretion to meet the emergency (the "Emergency Distribution. For purposes of this Plan, an 
unforeseeable financial emergency is an unexpected need for cash arising from an illness, casualty loss, sudden 
financial reversal, or other such unforeseeable occurrence. Cash needs arising from foreseeable events such as 
the purchase of a house or education expenses for children shall not be considered to be the result of an 
unforeseeable financial emergency. Upon such distribution, any election to make Employee Contributions by 
such Participant shall be immediately cancelled, and the Participant shall not be permitted to make a new 
election with respect to Employee Contributions that would be contributed during the then current and 
immediately following calendar year.  
   

Notwithstanding any other provisions of this Plan to the contrary, if AT&T receives an opinion from 
counsel selected by AT&T, or a final determination is made by a Federal, state or  
local government or agency, acting within its scope of authority, to the effect that an individual is not, or was 
not at the time of his or her making Employee Contributions to this Plan, to be a member of Employer's "select 
group of management or highly compensated employees" within the meaning of ERISA, then such person will 
not be eligible to participate in this Plan and shall receive an immediate lump sum distribution of the 
Participant's Pre-Tax Account. Upon such payment no other distribution shall thereafter be payable under this 
Plan either to the individual or any beneficiary of the individual, except as provided under Section 8.1 
Additional Benefit.  
   
Article 6 - Transition Provisions  
   

The transition rules of this Article 6 shall supercede all other terms of this Plan.  
   

Except as otherwise provided herein, the amendments to this Plan made September 1, 2000 (the "2000 
Amendments") shall be effective September 1, 2000, and no election regarding the further deferral of a 
distribution of contributions to this Plan may be made on or after September 1, 2000.  
   

(a) Effective January 1, 2001, all prior contributions made to the Plan by a Participant shall be 
combined into Participant's single Pre-Tax Account.  
   

(b) To the extent any Participant who Retires before 2001 would, were it not for the 2000 
Amendments, under valid elections made prior to September 1, 2000, receive a distribution that would extend 
the Participant’s distributions beyond 2015, then the contributions so affected shall not be combined with other 
contributions and shall be distributed in accordance with such elections. Notwithstanding the foregoing, the 
Participant may, with the consent of AT&T, elect to have all of Participant's contributions to the Plan governed 
by this Plan as in effect after September 1, 2000.  

(c) In the event a Participant dies prior to 2001, the Participant's accounts shall not be combined with 
and shall be distributed in accordance with the Plan as it existed immediately prior to September 1, 2000.  
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5.6  Ineligible Participant.  

6.1  Effective Dates.  

6.2  Combination of Existing Contributions.  



   

(a) Distributions from the Plan that would be made in the year 2000 under the Plan as it existed 
immediately prior to September 1, 2000, based on elections made before September 1, 2000, shall continue to 
be made in the year 2000 as provided in the Plan immediately prior to September 1, 2000. All other distribution 
elections are cancelled, including but not limited to distributions which have already commenced, but only to 
the extent such elections call for distributions after the year 2000. All amounts (or shares) remaining 
undistributed after such distributions shall be held and distributed in accordance with the terms of the Plan as in 
effect after September 1, 2000.  
   

(b) Contributions to the Plan that would be made in the year 2000 under the Plan as it existed 
immediately prior to September 1, 2000, based on elections made before September 1, 2000, shall continue to 
be made in the year 2000 as provided in the Plan immediately prior to September 1, 2000. Elections to 
participate in the Plan shall not automatically be renewed for the year 2001. Each Eligible Employee must make 
a new election after September 1, 2000, in order to make Employee Contributions after 2000. Provided, 
however, valid elections made prior to September 1, 2000, to contribute Incentive Awards in 2001 shall be valid 
elections under this Plan.  

   

Annual base salary earned prior to January 1, 2001, shall be contributed when earned, while annual 
base salary earned on or after such date shall be contributed when paid. In order to avoid any double 
contribution of annual base salary, that part of annual base salary earned in the year 2000 shall not be included 
in any determination of contributions to the Plan in a later calendar year, even though paid in such calendar 
year.  
   
Article 7 - Discontinuation, Termination, Amendment .  
   

The Committee may terminate the Plan at any time. Upon termination of the Plan, contributions shall 
no longer be made under the Plan.  
   

After termination of the Plan, Participants shall continue to earn interest/dividend equivalents and 
shall continue to receive all distributions under this Plan at such time as provided in and pursuant to the terms 
and conditions of this Plan at the time of the Plan's termination.  
   

This Plan may be modified or terminated at any time in accordance with the provisions of AT&T's 
Schedule of Authorizations; provided, however, that no amendment, including but not limited to an amendment 
to this section, shall be effective, without the consent of a Participant, to alter, to the material detriment of such 
Participant, the distributions described in this Plan as applicable to the Participant or to decrease such 
Participant's Pre-Tax Account. For purposes of this section, an alteration to the material detriment of a 
Participant shall mean a material reduction in the period of time over which Participant's Pre-Tax Account may 
be distributed to a Participant or a reduction in the amounts then credited to a Participant's Pre-Tax Account. 
Any such consent may be in a writing, telecopy, or e-mail or in another electronic format. An election to make 
Employee Contributions and the failure to terminate an election to make Employee Contributions when able to 
do so shall each be conclusively deemed to be the consent of the Participant to any and all amendments to the 
Plan prior to such election or failure to terminate an election, and such consent shall be a condition to making 
any election with respect to Employee Contributions.  
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6.3  Termination of Elections.  

6.4  Annual Base Salary Contribution Transition.  

7.1  AT&T's Right to Terminate Plan.  

7.2  Amendment .  



   
Article 8 – Miscellaneous  
   

The reduction of any benefit payable under the AT&T Pension Benefit Plan (or comparable plan 
identified by AT&T as a replacement therefor), which results from participation in this Plan, will be restored as 
an additional benefit ("make-up piece") under this Plan. The Participant shall elect prior to commencement of 
payment of the make-up piece whether to receive such benefit in cash in a lump sum (consisting of the present 
value equivalent of the pension retirement benefit (life annuity) make-up piece) or such benefit in an annuity 
form of payment . Notwithstanding the proceeding provisions of this section, if all or a portion of the make-up 
piece is paid pursuant to SRIP or another non-qualified plan, then such amount shall not be payable pursuant to 
this Plan.  
   

Upon a distribution from Participant's Pre-Tax Account, AT&T shall withhold such amount (or 
shares) as determined by AT&T to satisfy the minimum amount of Federal, state, and local taxes required by 
law to be withheld as a result of such distribution, or such greater amount as specified by the Participant.  
   

Notwithstanding anything to the contrary contained in this Plan, all elections and notices of every kind 
shall be made on forms prepared by AT&T or the General Counsel, Secretary or Assistant Secretary, or their 
respective delegates or shall be made in such other manner as permitted or required by AT&T or the General 
Counsel, Secretary, or Assistant Secretary, or their respective delegates, including through electronic means, 
over the Internet or otherwise. An election shall be deemed made when received by AT&T (or its designated 
agent, but only in cases where the designated agent has been appointed for the purposes of receiving such 
election), which may waive any defects in form. Unless made irrevocable by the electing person, each election 
with regard to making Employee Contributions or distributions under the Plan shall become irrevocable at the 
close of business on the last day to make such election. AT&T may limit the time an election may be made in 
advance of any deadline.  
   

If not otherwise specified by this Plan or AT&T, any notice or filing required or permitted to be given 
to AT&T under the Plan shall be delivered to the principal office of AT&T, directed to the attention of the 
Senior Executive Vice President-Human Resources of AT&T or his or her successor. Such notice shall be 
deemed given on the date of delivery.  
   

Notice to the Participant shall be deemed given when mailed (or sent by telecopy) to the Participant's 
work or home address as shown on the records of AT&T or, at the option of AT&T, to the Participant's e-mail 
address as shown on the records of AT&T. It is the Participant's responsibility to ensure that the Participant's 
addresses are kept up to date on the records of AT&T. In the case of notices affecting multiple Participants, the 
notices may be given by general distribution at the Participants’ work locations.  
   

By participating in the Plan, each Participant agrees that AT&T may provide any documents required 
or permitted under the Federal or state securities laws, including but not limited to the Securities Act of 1933 
and the Securities Exchange Act of 1934 by e-mail, by e-mail attachment, or by notice by e-mail of electronic 
delivery through AT&T’s Internet Web site or by other electronic means.  
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8.1  Additional Benefit.  

8.2  Tax Withholding .  

8.3  Elections and Notices.  



   

Participants and their beneficiaries, heirs, successors, and assigns shall have no legal or equitable 
rights, interest, or claims in any property or assets of any Employer. No assets of any Employer shall be held 
under any trust for the benefit of Participants, their beneficiaries, heirs, successors, or assigns, or held in any 
way as collateral security for the fulfilling of the obligations of any Employer under this Plan. Any and all of 
each Employer's assets shall be, and remain, the general, unpledged, unrestricted assets of such Employer. The 
only obligation of an Employer under the Plan shall be merely that of an unfunded and unsecured promise of 
AT&T to make distributions under, and in accordance with the terms of, the Plan.  
   

AT&T may offset against the amount (or shares) otherwise distributable to a Participant, any amounts 
due an Employer by a Participant, including but not limited to overpayments under any compensation or benefit 
plans.  
   

Neither a Participant nor any other person shall have any right to commute, sell, assign, transfer, 
pledge, anticipate, mortgage, or otherwise encumber, transfer, hypothecate or convey in advance of actual 
receipt, any amounts (or shares) distributable under the Plan, or any part thereof, which are, and all rights to 
which are, expressly declared to be unassignable and non-transferable. No part of the amount (or shares) 
distributable shall, prior to actual distribution, be subject to seizure or sequestration for the payment of any 
debts, judgments, alimony or separate maintenance owed by a Participant or any other person, nor be 
transferable by operation of law in the event of a Participant's or any other person's bankruptcy or insolvency.  

   
Not withstanding the foregoing, in the event a Participant becomes employed by Cingular Wireless LLC 
(“Cingular”) or an entity directly or indirectly owned by Cingular and elects or has elected to have his or her 
interest in this Plan transferred to the Cingular Wireless Cash Deferral Plan, the Participant shall have no further 
interest in the transferred amounts under this Plan and shall look solely to Cingular for any rights previously 
held under this Plan.  
   

Nothing contained in this Plan nor any action taken hereunder shall be construed as a contract of 
employment or as giving any employee any right to be retained in the employ of an Employer or to serve as a 
director.  
   

At any time AT&T may correct any error made under the Plan without prejudice to AT&T. Such 
corrections may include, among other things, refunding contributions to a Participant with respect to any period 
he or she made Employee Contributions while not an Eligible Employee, or canceling the enrollment of a non-
Eligible Employee.  
   

The captions of the articles, sections, and paragraphs of this Plan are for convenience only and shall 
not control nor affect the meaning or construction of any of its provisions.  
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8.4  Unsecured General Creditor .  

8.5  Offset .  

8.6  Non-Assignability .  

8.7  Employment Not Guaranteed .  

8.8  Errors.  

8.9  Captions .  



   

To the extent not preempted by Federal law, the Plan, and all awards and agreements hereunder, and 
any and all disputes in connection therewith, shall be governed by and construed in accordance with the 
substantive laws of the State of Texas, without regard to conflict or choice of law principles which might 
otherwise refer the construction, interpretation or enforceability of this Plan to the substantive law of another 
jurisdiction.  

   
Because awards under the Plan are granted in Texas, records relating to the Plan and awards thereunder 

are located in Texas, and the Plan and awards thereunder are administered in Texas, the Company and the 
Participant to whom an award under this Plan is granted, for themselves and their successors and assigns, 
irrevocably submit to the exclusive and sole jurisdiction and venue of the state or federal courts of Texas with 
respect to any and all disputes arising out of or relating to this Plan, the subject matter of this Plan or any 
awards under this Plan, including but not limited to any disputes arising out of or relating to the interpretation 
and enforceability of any awards or the terms and conditions of this Plan. To achieve certainty regarding the 
appropriate forum in which to prosecute and defend actions arising out of or relating to this Plan, and to ensure 
consistency in application and interpretation of the Governing Law to the Plan, the parties agree that (a) sole 
and exclusive appropriate venue for any such action shall be an appropriate federal or state court in Bexar 
County, Texas, and no other, (b) all claims with respect to any such action shall be heard and determined 
exclusively in such Texas court, and no other, (c) such Texas court shall have sole and exclusive jurisdiction 
over the person of such parties and over the subject matter of any dispute relating hereto and (d) that the parties 
waive any and all objections and defenses to bringing any such action before such Texas court, including but 
not limited to those relating to lack of personal jurisdiction, improper venue or forum non conveniens .  
   

In the event any provision of this Plan is held invalid, void, or unenforceable, the same shall not 
affect, in any respect whatsoever, the validity of any other provision of this Plan.  
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8.10  Governing Law .  

8.11  Validity .  

8.12  Successors and Assigns .  
   This Plan shall be binding upon AT&T and its successors and assigns.  
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AT&T HEALTH PLAN  
   

The AT&T Health Plan ("Plan") provides Eligible Employees, certain Retired Eligible Employees, and each of 
their Dependents with supplemental medical, dental, and vision benefits.  
   

For purposes of this Plan, the following words and phrases shall have the meanings indicated, unless the context 
clearly indicates otherwise:  
   

2.1          Basic Plan(s) . “Basic Plan(s)” shall mean AT&T’s group managed care medical (known as 
the AT&T Medical Plan), dental (non-DHMO option), and vision care plans (including the AT&T 
Retiree Vision Care Program). For a Participant who Retired on or before August 31, 1992, Basic Plans 
shall mean the AT&T Medical and Group Life Insurance Plan–CustomCare (“CustomCare”) and 
dental (non-DHMO option) plans.  
   

   
2.3          COBRA . “COBRA” shall mean the Consolidated Omnibus Budget Reconciliation Act of 
1985, as amended.  

   
2.4          Committee . “Committee” shall mean the Human Resources Committee of the Board of 
Directors of AT&T Inc.  

   
2.5          Dependent(s) . “Dependent(s)” shall mean those individuals who would qualify as an 
Eligible Employee’s dependent(s) under the terms of the major medical Basic Plan in which the 
Eligible Employee participates, or, if applicable, Substitute Basic Coverage.  

   
2.6          Disability . “Disability” shall mean qualification for long term disability benefits under 
Section 3.1 of the Officer Disability Plan.  

   
2.7          Eligible Employee . “Eligible Employee” shall mean an Officer. Notwithstanding the 
foregoing, the CEO may, from time to time, exclude any Officer or group of Officers from being an 
“Eligible Employee” under this Plan. Employees of a company acquired by AT&T shall not be 
considered an Eligible Employee unless designated as such by the CEO.  

   
2.8          Employer . “Employer” shall mean AT&T Inc. or any of its Subsidiaries.  
   
2.9          Officer . “Officer” shall mean an individual who is designated as an officer level Employee 
for compensation purposes on the records of AT&T.  
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ARTICLE 1  PURPOSE  

ARTICLE 2  DEFINITIONS  

   2.2  CEO . "CEO" shall mean the Chief Executive Officer of AT&T Inc.  



   
2.10       Participant . “Participant” shall mean an Eligible Employee or Retired Eligible Employee 
who has been designated to participate in the Plan and his/ her Dependent(s).  
   
2.11       Plan Year . “Plan Year” shall mean the calendar year.  
   
2.12       Qualified Dependent . “Qualified Dependent” shall mean a Dependent who loses coverage 
under a COBRA Eligible Program due to a Qualifying Event.  

   
2.13       Qualifying Event . “Qualifying Event” shall mean any of the following events if, but for 
COBRA continuation coverage, they would result in a Participant’s loss of coverage under this Plan:  

   
2.14       Retire or Retirement . “Retire” or "Retirement" shall mean the termination of an Eligible 
Employee's employment with AT&T or any of its Subsidiaries, for reasons other than death, on or after 
the earlier of the following dates: (1) the date such Eligible Employee has attained age 55, and, for an 
Eligible Employee on or after January 1, 2002, has five (5) years of service, or (2) the date the Eligible 
Employee has attained one of the following combinations of age and service at termination of 
employment on or after April 1, 1997:  

   

   
2.15       SEVP-HR .      “SEVP-HR” shall mean AT&T’s highest ranking Officer, specifically 
responsible for human resources matters.  
   
2.16       Subsidiary . "Subsidiary" shall mean any corporation, partnership, venture or other entity in 
which AT&T holds, directly or indirectly, a 50% or greater ownership interest. The Committee may, at 
its sole discretion, designate any other corporation, partnership, venture or other entity a Subsidiary for 
the purpose of participating in this Plan. Notwithstanding anything herein to the contrary, unless 
designated a “Subsidiary” pursuant to the immediately preceding sentence, Cingular Wireless LLC, 
Sterling Commerce, Inc., and their respective subsidiaries shall not be considered a Subsidiary under 
this Plan.  
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   (1)  death of a covered Employee;  

   (2)  termination (other than by reason of such Employee’s gross misconduct) of an 
Employee’s employment;  

   (3)  reduction in hours of an Employee;  

   (4)  divorce or legal separation of an Employee or dissolution of an Employee’s registered 
domestic partnership;  

   (5)  an Employee’s entitlement to Medicare benefits; or  

   (6)  a Dependent child ceasing to qualify as a Dependent under a Program.  

   Net Credited Service  Age  
   25 years or more  50 or older  
   30 years or more  Any age  



   

   

   
3.1          Active Participants and their Dependents . Each Eligible Employee shall be eligible to 
participate in this Plan along with his/her Dependent(s) beginning on the effective date of the employee 
becoming an Eligible Employee.  
   
Upon becoming an Eligible Employee, he/she shall have 90 days to elect to participate in this Plan. In 
order to continue participation, the Eligible Employee must pay all applicable contributions. If an 
Eligible Employee terminates participation in this Plan at any time for any reason, that Eligible 
Employee and his/her Dependent(s) shall be ineligible to participate in the Plan at any time in the 
future.  
   
3.2          Retired Participants and their Dependents . Provisions of this Plan will continue in effect 
during Retirement for each Eligible Employee and his/her Dependent(s) with respect to any Eligible 
Employee who became a Participant before January 1, 1999. Neither an Eligible Employee who 
became an Eligible Employee after December 31, 1998 nor his/her Dependent(s) shall be eligible for 
participation hereunder on or after such Eligible Employee’s Retirement.  
   
3.3          Requirement to Enroll and Participate in Basic Plans and Medicare . As a condition to 
participation in the Plan, each Participant must be enrolled in, paying for, and participating in (i) the 
Basic Plans, or, if applicable, Substitute Basic Coverage, and (ii) all parts of Medicare for which such 
Participant is eligible and for which Medicare would be primary if enrolled therein, except for 
Medicare Part D relating to prescription drug coverage.  

   
Notwithstanding any other provision of the Plan to the contrary, an individual who first becomes an 
Eligible Employee in the middle of a Plan Year and who is enrolled in AT&T sponsored group health 
plans other than the Basic Plans, will be allowed to participate in the Plan for the remainder of the Plan 
Year along with his/her Dependent(s) who are enrolled in such other AT&T sponsored health plans, as 
if they were participating in the Basic Plans. At the next group enrollment opportunity for the Basic 
Plans, the Eligible Employee and his/her Dependent(s) must enroll in the Basic Plans to continue 
participation in this Plan.  

   

   
4.1           Covered Benefits . Subject to the limitations in this Article, this Plan provides 100% 
payment, through reimbursement or otherwise, of all medical, dental, and vision services not paid 
under the Eligible Employee’s (i) Basic Plans or, if applicable, Substitute Basic Coverage, or (ii) 
Medicare, provided  
   

3  

   2.17  AT&T . "AT&T" shall mean AT&T Inc.  

ARTICLE 3  ELIGIBILITY  

   ARTICLE 4  BENEFITS  



expenses for such services would qualify as deductible medical expenses for federal income tax 
purposes, whether deducted or not. Contributions or premiums for participation in this Plan, the Basic 
Plans, Medicare, or any other health plan are not considered “services”, and are therefore not eligible 
benefits under this Plan.  
   
4.2          Benefit Limits . Benefits paid to any Eligible Employee or any one of his/her Dependents 
under this Plan shall not exceed $50,000 per Plan Year per individual, and benefits paid to any Eligible 
Employee and his/her Dependents under this Plan shall not exceed $100,000 total per Plan Year. 
Amounts paid to or on behalf of an Eligible Employee or his/her Dependent(s) under (i) the Basic 
Plans, or if applicable, Substitute Basic Coverage, (ii) Medicare, or (iii) any other AT&T sponsored 
group health plan will not be included in these limits.  

   
4.3          Priority of Paying Covered Claims . Claims for benefits will be applied against the various 
health plans and coordinated with Medicare in the following order:  

   
4.4          Substitute Basic Coverage . Notwithstanding any other provision of this Plan to the contrary, 
if an Eligible Employee is eligible for participation under this Plan during Retirement, but not eligible 
to participate under the Basic Plans, the Plan shall provide medical, dental, and vision benefits for the 
Eligible Employee and his/her Dependent(s) substantially equivalent to the benefits under the Basic 
Plans through an insured product (hereinafter, "Substitute Basic Coverage"). Eligibility for Substitute 
Basic Coverage is conditioned upon the Eligible Employee’s payment of contributions in the same 
amount that a similarly situated retired Basic Plan participant is required to pay under the Basic Plans. 
Such Substitute Basic Coverage shall constitute such Eligible Employee’s Basic Plans for all purposes 
under this Plan. The costs of Substitute Basic Coverage (except for the required monthly contributions 
referenced in this paragraph) shall be borne by AT&T, and the costs of Substitute Basic Coverage shall 
not be included in the determination of any Participant’s annual Plan contribution amount as provided 
in Article 7.  

   

   
5.1          Termination of Participation . Participation will cease on the last day of the month in which 
one of the following conditions occurs:  
   

(1)            The Participant is no longer a participant in the Basic Plans or Substitute Basic 
Coverage, in which case participation ceases for such Participant;  
   

4  

   (1)  Medicare, to the extent the Participant is eligible therefore  
   and such claim is actually paid by Medicare,  
   (2)  Basic Plans,  
   (3)  CarePlus, if elected,  
   (4)  Long Term Care Plan, if elected,  
   (5)  this Plan.  

ARTICLE 5  TERMINATION OF PARTICIPATION  



   
(2)           A Participant eligible to enroll in Medicare is no longer a participant in all parts of 
Medicare for which such Participant is eligible to enroll and for which Medicare would be 
primary if enrolled therein, except for Medicare Part D relating to prescription drug coverage, 
in which case participation ceases for such Participant;  

   
(3)           The Eligible Employee’s termination of employment for reasons other than Death, 
Disability, or Retirement, in which case participation ceases for the Eligible Employee and 
his/her Dependent(s);  

   
(4)           The demotion or designation of an Eligible Employee so as to no longer be eligible 
to participate in the Plan, in which case participation ceases for the Eligible employee and 
his/her Dependent(s);  

   
(5)           The Eligible Employee (or Retired Eligible Employee) engages in competitive 
activity under Article 8, in which case participation ceases for the Eligible Employee (or 
Retired Eligible Employee) and his/her Dependent(s); or  

   
(6)           Discontinuance of the Plan by AT&T, or, with respect to a Subsidiary’s Eligible 
Employees (or Retired Eligible Employees), such Subsidiary’s failure to make the benefits 
hereunder available to Eligible Employees employed by it (or its Retired Eligible Employees), 
in which case participation ceases for the Eligible Employee (or Retired Eligible Employee) 
and his/her Dependent(s).  

   
5.2          Dependents Failure to Participate in Basic Plans . If a Dependent ceases participation 
under a Basic Plan or, if applicable, Substitute Basic Coverage, such Dependent’s participation under 
this Plan will cease with the same effective date.  
   
5.3          Death . In the event of the Eligible Employee’s (or Retired Eligible Employee’s) death, the 
Eligible Employee’s (or Retired Eligible Employee’s) Dependents may continue participation in this 
Plan as follows:  
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   (1)  In the event of the death of a Retired Eligible Employee such Retired Eligible 
Employee’s Dependents may continue participation in this Plan for so long as such 
Dependents are participating in the Basic Plans (or, if applicable, Substitute Basic 
Coverage) and are paying any applicable contributions for this Plan as provided in Article 
7.  

   (2)  In the event of an in-service death of an Eligible Employee eligible to participate in the 
Plan in Retirement as provided under Article 3.2, such Eligible Employee’s surviving 
Dependents may continue participation in this Plan for so long as such Dependents are  



participating in the Basic Plans (or, if applicable Substitute Basic Coverage) and are 
paying any applicable contributions for this Plan as provided in Article 7. If a surviving 
spouse of such Eligible Employee otherwise eligible for participation in the Plan 
remarries, his/her participation will cease with the effective date of his/ her marriage.  
   

   

   
6.1          Disability . With respect to any Eligible Employee who is receiving short term or long term 
disability benefits under the Officer Disability Plan, participation under this Plan will be as follows:  
   

   

January 1, 1999 will no longer be eligible to participate in this Plan once long term 
disability benefits under the Officer Disability Plan are discontinued, unless the Eligible 
Employee is otherwise eligible for continued benefits under this Plan.  

   

   
(a)           If the individual is Retirement eligible at the time long term disability benefits 
under the Officer Disability Plan commence, he/she will be eligible to continue 
participation in this Plan on the same terms and conditions that participation would be 
available to such Eligible Employee in Retirement, regardless of his/her continued 
receipt of long term disability benefits.  
   
(b)           If the individual is not Retirement eligible at the time long term disability 
benefits under the Officer Disability Plan commence, he/she will be eligible to 
participate in this Plan for as long as such Eligible Employee participates in the Basic 
Plans.  
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   (3)  In the event of an in-service death of an Eligible Employee not eligible to participate in 
the Plan in Retirement as provided in Article 3.2, such Eligible Employee’s Dependent(s) 
may continue participation in this Plan for a 12-month period commencing the month 
following the month in which such Eligible Employee dies as long as such Dependent(s) 
are participating in the Basic Plans and are paying any applicable contributions for this 
Plan as provided in Article 7. If the Eligible Employee’s Dependent(s) are eligible for 
COBRA, they will automatically be enrolled in COBRA so that there is no lapse in 
coverage, and this 12-month coverage will be integrated and run concurrently with 
COBRA coverage.  

ARTICLE 6  DISABILITY  

   (1)  The Eligible Employee will be eligible to participate in this Plan for as long as he/she 
receives short term or long term disability benefits under the Officer Disability Plan.  

   (2)  An individual who became an Eligible Employee on or after  

   (3)  An Employee who became an Eligible Employee before January 1, 1999, will be eligible 
for participation in this Plan as follows:  



   

   
7.1          Costs of the Plan . Except as provided below in this Article 7, costs and expenses incurred in 
the operation and administration of this Plan will be borne by AT&T, and each Subsidiary shall 
reimburse AT&T for applicable costs and expenses attributable to Eligible Employees employed by it 
(and Retired Eligible Employees formerly employed by it).  

   
7.2          Participant Contributions for 2006 and 2007 . For Plan Years 2006 and 2007 contributions 
made by Eligible Employees shall be set annually by the SEVP-HR in an amount that approximates the 
aggregate monthly contribution the Participant would have paid under this Plan and CustomCare as if 
CustomCare was the applicable Basic Plan. The SEVP-HR may adopt tiered rates for similarly situated 
groups of Eligible Employees based on factors such as the number of Dependents covered or Medicare 
eligibility.  
   
7.3          Eligible Employee Contributions . Effective January 1, 1999, an Eligible Employee electing 
to participate in the Plan will pay to participate in the Plan while in active service or while receiving 
short term or long term disability benefits under the Officer Disability Plan . The contribution for 
participation may change annually, effective at the beginning of each Plan Year. Except as provided in 
Article 7.2 such contribution will equal 10% of the Plan’s actual costs per Eligible Employee and 
Retired Eligible Employee for the entire Plan Year beginning two (2) years prior to the Plan Year for 
which the calculation is being made (e.g., the contributions for 2004 are based on the Plan’s costs 
during calendar year 2002).  

   
7.4          Retired Eligible Employees . Eligible Employees entitled to participate in the Plan after 
Retirement or after termination of long term disability benefits under the Officer Disability Plan who 
elect to participate will pay to participate in the Plan. The contribution for participation may change 
annually, effective at the beginning of each Plan Year. Except as provided in Article 7.2 such 
contribution will equal a percentage of the Plan’s actual costs per Eligible Employee and Retired 
Eligible Employee for the entire Plan Year beginning two (2) years prior to the Plan Year for which the 
calculation is being made (e.g., the contributions for 2004 are based on the Plan’s costs during calendar 
year 2002). An Eligible Employee retiring prior to January 1, 1999 will pay a 10% contribution 
percentage. Eligible Employees retiring after December 31, 1998 shall pay the lower of the annual 
contribution percentage determined using such Eligible Employee’s age or years until Retirement as of 
December 31, 1997 as follows:  
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ARTICLE 7  COSTS  



   

   
*In the event an Eligible Employee is less than one whole year from retirement eligibility, the Annual 
Contribution Percentage shall be determined as if one whole year from retirement eligibility.  
   
Upon the death of an Eligible Employee the contribution percentage paid by the surviving spouse will be equal 
to the contribution, adjusted (if applicable) for factors such as the number of Dependents or Medicare eligibility 
that that would have been paid by the Eligible Employee had he/she survived. In the event there is no surviving 
spouse but there are surviving eligible Dependents, such Dependents shall pay a ratable share of the 
contribution, adjusted (if applicable) for factors such as the number of Dependents or Medicare eligibility that 
would have been paid by the Eligible Employee had he/she survived.  
   
In order to continue participation, the Retired Eligible Employee or his/her Dependent(s) must pay all 
applicable contributions.  
   
If a Retired Eligible Employee terminates participation at any time for any reason, participation of that Retired 
Eligible Employee and his/her Dependent(s) may not be reinstated for any reason.  
   

   
Non-Competition . Notwithstanding any other provision of this Plan, no coverage shall be provided under this 
Plan with respect to any Eligible Employee who shall, without the written consent of AT&T, and while 
employed by AT&T or any Subsidiary thereof, or within three (3) years after termination of employment from 
AT&T or any Subsidiary thereof, engage in competition with AT&T or any Subsidiary thereof or with any 
business with which a subsidiary of AT&T or an affiliated company has a substantial interest (collectively 
referred to herein as "Employer business"). For purposes of this Plan, engaging in competition with any 
Employer business shall mean engaging by Eligible Employee in any business or activity in the same 
geographical market where the same or substantially similar business or activity is being carried on as an 
Employer business. Such term shall not include owning a nonsubstantial publicly traded interest as a 
shareholder in a business that competes with an Employer business. However, engaging in competition with an 
Employer business shall include representing or providing consulting services to, or being an employee of, any 
person or entity that is engaged in competition with any Employer business or that takes a position adverse to 
any Employer business. Accordingly, benefits shall not be provided under this Plan if, within the time period 
and without the written consent specified, the Eligible Employee either engages directly in competitive activity 
or in any capacity in any location becomes  
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Age As Of  
December 31, 1997  

Annual 
Contribution 
Percentage  

OR  
Years Until Retirement 

As Of  
December 31, 1997  

Annual Contribution 
Percentage  

if age 55 or older  10%     if retirement eligible  10%  

if age 50 or older but less 
than 55  25%     if not retirement eligible  

10% plus 5% for 
each whole year* 
until retirement 

eligibility (not to 
exceed 50%)  

if less than age 50  50%           

ARTICLE 8  COVENANT NOT TO COMPETE  



employed by, associated with, or renders service to any company, or parent or affiliate thereof, or any 
subsidiary of any of them, if any of them is engaged in competition with an Employer business, regardless of 
the position or duties the Eligible Employee takes and regardless of whether or not the employing company, or 
the company that Eligible Employee becomes associated with or renders service to, is itself engaged in direct 
competition with an Employer business.  
   
ARTICLE 9 MISCELLANEOUS  
   

9.1          Administration . Subject to the terms of the Plan, the CEO or SEVP-HR shall establish such 
rules as are deemed necessary for the proper administration of the Plan. AT&T will compute a "gross-
up" allowance which will be paid to an Eligible Employee to offset any income tax liabilities incurred 
as a result of receiving benefits under this Plan.  
   
9.2          Amendments and Termination . This Plan may be modified or terminated at any time in 
accordance with the provisions of AT&T's Schedule of Authorizations.  

   
9.3          Newborns' and Mothers' Health Protection Act of 1996 . To the extent this Plan provides 
benefits for hospital lengths of stay in connection with childbirth, the Plan will cover the minimum 
length of stay required for deliveries (i.e., a 48-hour hospital stay after a vaginal delivery or a 96-hour 
stay following a delivery by Cesarean section.) The mother’s or newborn’s attending physician, after 
consulting with the mother, may discharge the mother or her newborn earlier than the minimum length 
of stay otherwise required by law. Such coverage shall be subject to all other provisions of this Plan.  

   
9.4          Women's Health and Cancer Rights Act of 1998 . To the extent this Plan provides benefits 
for mastectomies, it will provide, for an individual who is receiving benefits in connection with a 
mastectomy and who elects breast reconstruction in connection with such mastectomy, coverage for 
reconstruction on the breast on which the mastectomy was performed, surgery and reconstruction on 
the other breast to give a symmetrical appearance, and prosthesis and coverage for physical 
complications of all stages of the mastectomy, including lymphedemas. Such coverage shall be subject 
to all other provisions of this Plan.  

   
9.5          Mental Health Parity Act of 1996 . To the extent this Plan provides mental health benefits 
other than treatment for substance or alcohol abuse, it will not place annual or lifetime maximums for 
such benefits that are lower than the annual and lifetime maximums for physical health benefits. Such 
coverage shall be subject to all other provisions of this Plan.  

   
9.6          Continuation of Coverage During Family or Medical Leave . During any period which an 
Eligible Employee is on a family or medical leave as defined  
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in the Family or Medical Leave Act, any benefit elections in force for the Eligible Employee shall 
remain in effect. While the Eligible Employee is on paid leave, contributions shall continue. If the 
Eligible Employee is on an unpaid leave, the Eligible Employee may elect to prepay required 
contributions on a pre-tax basis before the commencement of such unpaid leave. Alternatively, the 
Eligible Employee may elect to make such payments on an after-tax basis monthly in accordance with 
an arrangement that the Plan Administrator shall provide. If coverage is not continued during the entire 
period of the family or medical leave because the Eligible Employee declines to pay the premium, the 
coverage must be reinstated upon reemployment with no exclusions or waiting periods, 
notwithstanding any other provision of this Plan to the contrary. If the Eligible Employee does not 
return to work upon completion of the leave, the Eligible Employee must pay the full cost of any health 
care coverage that was continued on his/her behalf during the leave. These rules apply to the COBRA 
Eligible Programs.  
   
9.7          Rights While on Military Leave . Pursuant to the provisions of the Uniformed Services 
Employment and Reemployment Rights Act of 1994, an Employee on military leave will be considered 
to be on a Leave of Absence and will be entitled during the leave to the health and welfare benefits that 
would be made available to other similarly situated Employees if they were on a Leave of Absence. 
This entitlement will end if the Employee provides written notice of intent not to return to work 
following the completion of the military leave. The Employee shall have the right to continue his/her 
coverage, including any Dependent coverage, for the lesser of the length of the leave or 18 months. If 
the military leave is for a period of 31 days or more, the Employee may be required to pay 102 percent 
of the total premium (determined in the same manner as a COBRA continuation coverage premium). If 
coverage is not continued during the entire period of the military leave because the Employee declines 
to pay the premium or the leave extends beyond 18 months, the coverage must be reinstated upon 
reemployment with no pre-existing condition exclusions (other than for service-related illnesses or 
injuries) or waiting periods (other than those applicable to all eligible Employees).  
   
9.8          Qualified Medical Child Support Orders . The Plan will comply with any Qualified 
Medical Child Support Order issued by a court of competent jurisdiction or administrative body that 
requires the Plan to provide medical coverage to a Dependent child of an Eligible Employee. The Plan 
Administrator will establish reasonable procedures for determining whether a court order or 
administrative decree requiring medical coverage for a Dependent child meets the requirements for a 
Qualified Medical Child Support Order. The cost of coverage or any additional cost of such coverage, 
if any, shall be borne by the Eligible Employee.  

   
9.9           Right of Recovery . If the Plan has made an erroneous or excess payment to any Participant, 
the Plan Administrator shall be entitled to recover such excess from the individual or entity to whom 
such payments were made. The recovery of such overpayment may be made by offsetting the amount 
of any other benefit or amount payable by the amount of the overpayment under the Plan.  
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10.1       Continuation of Coverage Under COBRA . Participants shall have all COBRA continuation 
rights required by federal law and all conversion rights. COBRA continuation coverage shall be 
continued as provided in this Article 10.  
   
10.2       COBRA Continuation Coverage for Terminated Participants . A covered Participant may 
elect COBRA continuation coverage, at his/her own expense, if his participation under this Plan would 
terminate as a result of one of the following Qualifying Events: an Employee’s termination of 
employment or reduction of hours with an Employer.  

   
10.3       COBRA Continuation Coverage for Dependents . A Qualified Dependent may elect 
COBRA continuation coverage, at his/her own expense, if his/her participation under this Plan would 
terminate as a result of a Qualifying Event.  

   
10.4       Period of Continuation Coverage for Covered Participants . A covered Participant who 
qualifies for COBRA continuation coverage as a result of an Eligible Employee’s termination of 
employment or reduction in hours of employment described in Subsection 10.2 may elect COBRA 
continuation coverage for up to 18 months measured from the date of the Qualifying Event.  
Coverage under this Subsection 10.4 may not continue beyond the:  
   

   

   

   

   
10.5        Period of COBRA Continuation Coverage for Dependents . If a Qualified Dependent 
elects COBRA continuation coverage under a COBRA Eligible Program as a result of the an 
Employee’s termination of employment as described in Subsection 10.2, continuation coverage may be 
continued for up to 18 months measured from the date of the Qualifying Event. COBRA continuation 
coverage for all other Qualifying Events may continue for up to 36 months.  
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ARTICLE 10  COBRA  

   (1)  date on which the Participant’s Employer ceases to maintain this Plan;  

   (2)  last day of the month for which premium payments have been made with respect to this 
Plan, if the individual fails to make premium payments on time, in accordance with 
Subsection 10.6;  

   (3)  date the covered Participant becomes entitled to Medicare; or  

   (4)  date the covered Participant is no longer subject to a pre-existing condition exclusion 
under the Participant's other coverage or new employer plan for the type of coverage 
available under the COBRA Eligible Program for which the COBRA election was made.  



   
Continuation coverage under this Subsection 10.5 with respect to a COBRA Eligible Program may not 
continue beyond the date:  
   

   

   

   

   
10.6        Contribution Requirements for COBRA Continuation Coverage . Covered Participants 
and Qualified Dependents who elect COBRA continuation coverage as a result of a Qualifying Event 
will be required to pay continuation coverage payments. Continuation coverage payments are the 
payments required for COBRA continuation coverage that is an amount equal to a reasonable estimate 
of the cost to this Plan of providing coverage for all covered Participants at the time of the Qualifying 
Event plus a 2% administrative expense. In the case of a disabled individual who receives an additional 
11-month extended coverage under COBRA, the Employer may assess up to 150% of the cost for this 
extended coverage period. Such cost shall be determined on an actuarial basis and take into account 
such factors as the Secretary of the Treasury may prescribe in regulations.  
   
Covered Participants and Qualified Dependents must make the continuation coverage payment prior to 
the first day of the month in which such coverage will take effect. However, a covered Participant or 
Qualified Dependent has 45 days from the date of an affirmative election to pay the continuation 
coverage payment for the first month's payment and the cost for the period between the date medical 
coverage would otherwise have terminated due to the Qualifying Event and the date the covered 
Participant and/or Qualified Dependent actually elects COBRA continuation coverage.  

   
The covered Participant and/or Qualified Dependent shall have a 30-day grace period to make the 
continuation coverage payments due thereafter. Continuation coverage payments must be postmarked 
on or before the completion of the 30-day grace period. If continuation coverage payments are not 
made on a timely basis, COBRA continuation coverage will terminate as of the last day of the month 
for which timely premiums were made. The 30-day grace period shall not apply to the 45-day period 
for the first month’s payment of COBRA premiums as set out in the section above.  
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   (1)  on which premium payments have not been made, in accordance with Subsection 10.6 
below;  

   (2)  the Participant becomes entitled to Medicare;  

   (3)  on which the Employer ceases to maintain this Plan; or  

   (4)  the Participant is no longer subject to a pre-existing condition exclusion under the 
Participant’s other coverage or new employer plan for the type of coverage available 
under this Plan.  



   
If payment is received that is significantly less than the required continuation coverage payment, then 
continuation coverage will terminate as of the last day of the month for which premiums were paid. A 
payment is considered significantly less than the amount due if it is greater than the lesser of $50 or 
10% of the required continuation coverage payment. Upon receipt of a continuation coverage payment 
that is insignificantly less than the required amount, the Plan Administrator must notify the covered 
Participant or Qualified Dependent of the amount of the shortfall and provide them with an additional 
30-day grace period from the date of the notice for this payment only.  
   

   

   

   
10.8       Subsequent Qualifying Event . If a second Qualifying Event occurs during an 18-month 
extension explained above, coverage may be continued for a maximum of 36 months from the date of 
the first Qualifying Event. In the event the Dependent loses coverage due to a Qualifying Event and 
after such date the Participant becomes entitled to Medicare, the Dependent shall have available up to 
36 months of coverage measured from the date of the Qualifying Event that causes the loss of 
coverage. If the Participant was entitled to Medicare prior to the Qualifying Event, the Dependent shall 
have up to 36 months of coverage measured from the date of entitlement to Medicare.  
   
10.9        Extension of COBRA Continuation Period for Disabled Individuals . The period of 
continuation shall be extended to 29 months in total (measured from the date of the Qualifying Event) 
in the event the  
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   10.7  Limitation on Participant's Rights to COBRA Continu ation Coverage .  

   (1)  If a Qualified Dependent loses, or will lose medical coverage under this Plan as a result 
of divorce, legal separation, entitlement to Medicare, or ceasing to be a Dependent, 
such Qualified Dependent is responsible for notifying the Plan Administrator in writing 
within 60 days of the Qualifying Event. Failure to make timely notification will 
terminate the Qualified Dependent's rights to COBRA continuation coverage under this 
Article.  

   (2)  A Participant must complete and return the required enrollment materials within 60 
days from the later of (a) the date of loss of coverage, or (b) the date the Plan 
Administrator sends notice of eligibility for COBRA continuation coverage. Failure to 
enroll for COBRA continuation coverage during this 60-day period will terminate all 
rights to COBRA continuation coverage under this Article. An affirmative election of 
COBRA continuation coverage by a Participant or his/her spouse shall be deemed to be 
an election for that Participant's Dependent(s) who would otherwise lose coverage 
under the Plan.  



individual is disabled as determined by the Social Security laws within 60 days of the Qualifying 
Event. The individual must provide evidence to the Plan Administrator of such Social Security 
determination prior to the earlier of 60 days after the date of the Social Security determination, or the 
expiration of the initial 18 months of COBRA continuation coverage. In such event, the Employer may 
charge the individual up to 150% of the COBRA cost of the coverage.  

   

   
11.1       Definitions . For purposes of this Article 11, the following defined terms shall have the 
meaning assigned to such terms in this subsection:  
   

(1)           “Business Associate” shall mean an outside entity or person that performs 
administrative or other functions on behalf of the Plan;  
   
(2)           “Health Care Operations” shall mean activities that involve, but are not limited to, 
quality assessment and improvement, the assessment of health care professionals, disease 
management, case management, legal services, benefits fraud and abuse investigations, and 
business planning and development (including cost-management and planning analyses). 
Health Care Operations also include, but are not limited to, general health care plan 
administrative functions such as management activities relating to compliance with HIPAA’s 
administrative simplification requirements, customer service involving the provision of data 
analysis for the Plan Sponsor of the HIPAA Plan and other entities whose employees 
participate in the HIPAA Plan, resolution of internal grievances and due diligence in 
connection with the sale or transfer of assets to a potential successor in interest if the potential 
successor is a covered entity, or will become a covered entity, under HIPAA;  
   
(3)           “HIPAA” shall mean the Health Insurance Portability and Accountability Act of 
1996 as amended from time to time.  
   
(4)           “Payment” shall mean any activities performed that involve making benefit 
determinations and payment. These activities include, but are not limited to, billing, reviews 
for medical necessity, claims management, coordination of benefits, adjudication of health 
benefits claims (including appeals and other payment-related disputes), subrogation, plan 
reimbursement, investigations of potential fraud, determining employee contributions, reviews 
of appropriateness of care, preauthorizations and utilization reviews;  
   
(5)            “Protected Health Information” or “PHI” shall mean individually identifiable 
information created or retained by the HIPAA Plan beginning on or after April 14, 2003 which 
pertains to a person’s past, present or future physical or mental health, the health care the 
person is receiving or has received in the past and all past, present or future Payments for the 
person’s health care;  
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ARTICLE 11  PRIVACY OF MEDICAL INFORMATION  



   
(6)           “Treatment” means the provision, coordination or management of health care and 
related services by one or more health care providers. This category includes, but is not limited 
to, consultations and referrals between health care providers, the coordination or management 
of health care by a health care provider with a third party and the referral of a patient for health 
care from one health care provider to another.  

   
11.2       Privacy Provisions Relating to Protected Health Information (“ PHI” ) . The Plan and its 
Business Associates (collectively referred to in this Article 11 as a “HIPAA Plan”) shall use and 
disclose PHI to the extent permitted by, and in accordance with, HIPAA. Specifically, each HIPAA 
Plan will use and disclose PHI for Treatment, Payment and Health Care Operations.  
   
11.3       Disclosure of De-Identified or Summary Health Information . The HIPAA Plan, or, with 
respect to the HIPAA Plan, a health insurance issuer, may disclose de-identified or summary health 
information to the Plan Sponsor of the HIPAA Plan (and its affiliates) if such entity requests the de-
identified or summary health information for the purpose of:  
   

(1)           Obtaining premium bids from health plans for providing health insurance coverage 
under the HIPAA Plan;  
   
(2)           Modifying, amending or terminating the group health benefits under the HIPAA 
Plan;  
   

In addition, the HIPAA Plan or a health insurance insurer with respect to the HIPAA Plan may disclose 
to the Plan Sponsor of the HIPAA Plan (or its affiliates) information on whether an individual is 
participating in the group health benefits provided by the HIPAA Plan or is enrolled in, or has ceased 
enrollment with health insurance offered by the HIPAA Plan.  
   

   
Upon submission of an authorization signed by a Participant, beneficiary, subscriber or personal 
representative that meets HIPAA requirements, the HIPAA Plan will disclose PHI to a Company (or 
affiliate) sponsored pension plan, long term care plan, disability plan or other benefit plan sponsored by 
the Company (or an affiliate) with a need to access this PHI for purposes related to such benefit plan’s 
administration. Authorizations will also be honored when provided to the HIPAA Plan with respect to 
job accommodation requests, Family Medical Leave Act requests, drug/substance abuse testing, fitness 
for duty exams, and workers compensation claims.  
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   11.4  The HIPAA Plan Will Use and Disclose PHI as Required by Law  

   or as Permitted by the Authorization of the Participant or Beneficiary .  



   
In addition, PHI will be disclosed to the extent permitted or required by law, without the submission of 
an authorization form.  
   
11.5       Disclosure of PHI to the Plan Sponsor . The HIPAA Plan will disclose information to the 
Plan Sponsor only upon certification from the Plan Sponsor that the HIPAA Plan documents have been 
amended to incorporate the assurances provided below.  
   

The Plan Sponsor agrees to:  
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   (1)  not use or further disclose PHI other than as permitted or required by the HIPAA Plan 
document or as required by law;  

   (2)  ensure that any affiliates or agents, including a subcontractor, to whom the Plan 
Sponsor provides PHI received from the HIPAA Plan, agrees to the same restrictions 
and conditions that apply to the Plan Sponsor with respect to such PHI;  

   (3)  not use or disclose PHI for employment-related actions and decisions unless authorized 
by the individual to whom the PHI relates;  

   (4)  not use or disclose PHI in connection with any other benefits or employee benefit plan 
of the Plan Sponsor or its affiliates unless permitted by the Plan or authorized by an 
individual to whom the PHI relates;  

   (5)  report to the Plan any PHI use or disclosure that is inconsistent with the uses or 
disclosures provided for of which it becomes aware;  

   (6)  make PHI available to an individual in accordance with HIPAA’s access rules;  

   (7)  make PHI available for amendment and incorporate any amendments to PHI in 
accordance with HIPAA;  

   (8)  make available the information required to provide an accounting  

   of disclosures;  

   (9)  make internal practices, books and records relating to the use and disclosure of PHI 
received from the HIPAA Plan available to the Secretary of the United States 
Department of Health and Human Resources for purposes of determining the Plan’s 
compliance with HIPAA; and  



   
11.6       Separation Between the Plan Sponsor and the HIPAA Plan . In accordance with HIPAA, 
only the following employees and Business Associate personnel shall be given access to PHI:  
   

   

   

   

   

   

   

   
The persons identified above shall have access to and use PHI to the extent that such access 
and use is necessary for the administration of group health benefits under a HIPAA Plan. If 
these persons do not comply with this Plan document, the Plan Sponsor shall provide a 
mechanism for resolving issues of noncompliance, including disciplinary sanctions.  
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   (10)  if feasible, return or destroy all PHI received from the HIPAA Plan that the Plan 
Sponsor still maintains in any form, and retain no copies of such PHI when no longer 
needed for the purpose for which disclosure was made (or if return or destruction is not 
feasible, limit further uses and disclosures to those purposes that make the return or 
destruction infeasible.)  

   (1)  employees of the AT&T Benefits and/or AT&T Executive Compensation organizations 
responsible for administering group health plan benefits under the HIPAA Plan, 
including those employees whose functions in the regular course of business include 
Payment, Health Care Operations or other matters pertaining to the health care 
programs under a HIPAA Plan;  

   (2)  employees who supervise the work of the employees described in (1), above;  

   (3)  support personnel, including other employees outside of the AT&T Benefits or AT&T 
Executive Compensation organizations whose duties require them to rule on health 
plan-related appeals or perform functions concerning the HIPAA Plan;  

   (4)  investigatory personnel to the limited extent that such PHI is necessary to conduct 
investigations of possible fraud;  

   (5)  outside and in-house legal counsel providing counsel to the HIPAA Plan;  

   (6)  consultants providing advice concerning the administration of the HIPAA Plan; and  

   (7)  the employees of Business Associates charged with providing services to the HIPAA 
Plan.  



Exhibit 10-l 
AT&T INC.  

   
STOCK SAVINGS PLAN  

   
As amended through December 31, 2004  

   
Article 1 - Statement of Purpose  

   
The purpose of the Stock Savings Plan (“Plan”) is to increase stock ownership by, and to provide 

retirement and savings opportunities to, a select group of management employees consisting of Eligible 
Employees of AT&T Inc. (“AT&T” or the “Company”) and its Subsidiaries.  

   
Article 2 - Definitions  
   

For the purposes of this Plan, the following words and phrases shall have the meanings indicated, 
unless the context indicates otherwise:  
   

After-Tax Account. The account maintained on an after-tax basis on the books of account of AT&T 
for each Participant.  
   

Base Compensation. The following types of cash-based compensation, in each case as determined by 
AT&T, paid by an Employer (but not including payments made by a non-Employer, such as state disability 
payments), before reduction due to any contribution pursuant to this Plan or reduction pursuant to any deferral 
plan of an Employer, including but not limited to a plan that includes a qualified cash or deferral arrangement 
under Section 401(k) of the Internal Revenue Code, as amended (“Code”):  
   

   

   
(c) Team Award (the annual award determined to be the “Team Award” by AT&T together with the 

individual award determined by AT&T to be the Individual Discretionary Award made in connection therewith) 
or comparable awards, if any, determined by AT&T to be used in lieu of these awards. Unless otherwise 
provided by AT&T, Team Award shall include, among other things, bonus awards under the Ameritech 
Management Incentive Plan or the Ameritech Senior Management Short Term Incentive Plan.  

   
Payments by an Employer under a Disability plan made in lieu of any compensation described in (a), 

(b) or (c), above, shall be deemed to be a part of the respective form of compensation it replaces for purposes of 
this definition. Base Compensation does not include zone allowances or any other geographical differential and 
shall not include payments made in lieu of  
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   (a) annual base salary;  

   (b) commissions;  



unused vacation or other paid days off, and such payments shall not be contributed to this Plan.  
   
Business Day. Any day during regular business hours that AT&T is open for business.  

   
Chairman. The Chairman of the Board of Directors of AT&T Inc.  

   
Committee. The Human Resources Committee of the Board of Directors of AT&T Inc.  

   
Disability. Absence of an Employee from work with an Employer under the relevant Employer's 

disability plan.  
   

Eligible Employee. An Employee who:  
(a) is a full time, salaried Employee of AT&T or an Employer in which AT&T has a direct or indirect 

100% ownership interest and who is on active duty, Disability (but only while such Employee is deemed by the 
Employer to be an Employee of such Employer) or Leave of Absence; and  
   

(b) is, as determined by AT&T, a member of Employer's “select group of management or highly 
compensated employees” within the meaning of the Employment Retirement Income Security Act of 1974, as 
amended, and regulations thereunder (“ERISA”).  
   

(c) is an officer level employee for compensation purposes as shown on the records of AT&T or has an 
employment status which has been approved by AT&T to be eligible to participate in this Plan.  

   
Notwithstanding the foregoing, AT&T may, from time to time, exclude any Employee or group of 

Employees from being deemed an “Eligible Employee” under this Plan.  
   

In the event a court or other governmental authority determines that an individual was improperly 
excluded from the class of persons who would be considered Eligible Employees during a particular time for 
any reason, that individual shall not be an Eligible Employee for purposes of the Plan for the period of time 
prior to such determination.  
   

Any Employee that holds options to acquire shares of AirTouch Communications, Inc. or ordinary 
shares or American Depository Shares of Vodafone AirTouch plc (or any similar rights), under the Pacific 
Telesis Group Stock Option and Stock Appreciation Rights Plan or any other stock option plan of an Employer 
is not an Eligible Employee and may not participate in this Plan.  

Employee. Any person employed by an Employer, excluding persons hired for a fixed maximum term 
and excluding persons who are neither citizens nor permanent residents of the United States, all as determined 
by AT&T. For purposes of this Plan, a person on Leave of Absence who otherwise would be an Employee shall 
be deemed to be an Employee.                 
   

Page 2  



Employer. AT&T Inc. or any of its Subsidiaries.  
   
Exercise Price. The price per share of Stock purchasable under an Option.  

   
Fair Market Value or FMV. In valuing Stock or any other item subject to valuation under this Plan, 

the Committee may use such index or measurement as the Committee may reasonably determine from time to 
time, and such index or measurement shall be the FMV of such Stock or other item. In the absence of such 
action by the Committee, FMV means, with respect to Stock, the closing price on the New York Stock 
Exchange (“NYSE”) of the Stock on the relevant date, or if on such date the Stock is not traded on the NYSE, 
then the closing price on the immediately preceding date such Stock is so traded.  
   

Leave of Absence. Where a person is absent from employment with an Employer on a formally 
granted leave of absence (i.e., the absence is with formal permission in order to prevent a break in the continuity 
of term of employment, which permission is granted (and not revoked) in conformity with the rules of the 
Employer which employs the individual, as adopted from time to time). For purposes of this Plan, a Leave of 
Absence shall be deemed to also include a transfer by an Employer of a person to, and continuous employment 
by, an entity for a rotational work assignment. In the event a transfer to such an entity lasts more than 5 years or 
the rotational work assignment status is canceled by AT&T, it shall be deemed a Termination of Employment 
with the Employer at that time for purposes of this Plan. To be a rotational work assignment, the Employer must 
have indicated in writing to the person that the person was to be rehired by the Employer on termination of the 
rotational work assignment.  
   

Options or Stock Options. Options to purchase Stock issued pursuant to this Plan.  
   

Participant. An Eligible Employee or former Eligible Employee who participates in this Plan.  
   

Pre-Tax Account. The account maintained on a pre-tax basis on the books of account of AT&T for 
each Participant.  
   

Retirement or Retire. The Termination of Employment for any reason other than death or Disability 
on or after the earlier of the following dates, or as otherwise provided by the Committee: (1) for Officer Level 
Employees (Participants deemed officer level Employees for compensation purposes as indicated on the records 
of AT&T), the date the Participant attains age 55 - individuals who become Officer Level Employees on or after 
January 1, 2002, must also have five (5) years of service; or (2) the date the Participant has attained one of the 
following combinations of age and Net Credited Service (as that term is used from time to time for the AT&T 
Pension Benefit Plan), except Plans as otherwise indicated below:  
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   Net Credited Service  Age  
   10 years or more  65 or older  
   20 years or more  55 or older  
   25 years or more  50 or older  
   30 years or more  Any age  



With respect to an Employee who is granted an EMP Service Pension under and pursuant to the 
provisions of the AT&T Pension Benefit Plan - Nonbargained Program upon Termination of Employment, the 
term “Retirement” shall include such Employee's Termination of Employment.  
   

Shares or Share Units. An accounting entry representing the right to receive an equivalent number of 
shares of Stock.  
   

Short Term Incentive Award. An award paid by an Employer (and not by a non-Employer, such as 
state disability payments) under the Short Term Incentive Plan; an award under a similar plan intended by the 
Committee to be in lieu of an award under such Short Term Incentive Plan; the Key Executive Officer Short 
Term Award paid under the 1996 Stock and Incentive Plan or the 2001 Incentive Plan; or any other award that 
the Committee designates as a Short Term Incentive Award specifically for purposes of this Plan (regardless of 
the purpose of the award).  

   
Stock. The common stock of AT&T Inc.  

   
Subsidiary. Any corporation, partnership, venture or other entity in which AT&T holds, directly or 

indirectly, a 50% or greater ownership interest. The Committee may, at its sole discretion, designate any other 
corporation, partnership, venture or other entity a Subsidiary for the purpose of participating in this Plan.  
   

Termination of Employment. References herein to “Termination of Employment, “Terminate 
Employment” or a similar reference, shall mean the event where the Employee ceases to be an Employee of any 
Employer, including but not limited to where the employing company ceases to be an Employer.  
   
Article 3 - Administration of the Plan  
   
3.1 The Committee .  

The Committee shall be the administrator of the Plan and will administer the Plan, interpret, construe 
and apply its provisions and determine entitlement to benefits, all in its discretion. The Committee may further 
establish, adopt or revise such rules and regulations as it may deem necessary or advisable for the 
administration of the Plan. References to determinations or other actions by AT&T, herein, shall mean actions 
authorized by the Committee, the Chairman, the Senior Executive Vice President of AT&T in charge of Human 
Resources, or their respective successors or duly authorized delegates, in each case in the discretion of such 
person. All decisions by AT&T shall be final and binding.  
   
3.2 Authorized Shares of Stock.  

(a) Except as provided below, the number of shares of Stock which may be distributed pursuant to the 
Plan, exclusive of Article 8, is 21,000,000. The number of Stock Options and shares of Stock which may be 
issued pursuant to Article 8 of the Plan is 34,000,000 each. Of the foregoing Stock Options, the number of 
incentive Stock Options which may be issued pursuant to the Plan is 34,000,000. Conversions of stock awards 
into Share Units pursuant to Section 4.4 and their eventual distribution shall count only against the limits of the 
plans from which they are transferred or  
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contributed and shall not be applied against the limits in this Plan. To the extent Share Units are acquired 
through deferrals of Stock or contributions of cash where the payment of which would otherwise be deductible 
by AT&T under Section 162(m) of the Code regardless of the size of the distribution, and such Share Units are 
available for distribution, they shall be distributed first. In the event AT&T determines that continuing the 
purchase of Share Units under the Plan may cause the number of shares of Stock that are to be distributed under 
this Plan (which may take into account, among other things, the number of Share Units acquired and the number 
of Stock Options issued or required to be issued, reduced by the number of shares of Stock that would be 
withheld for income tax purposes) to exceed the number of authorized shares of Stock, then AT&T may cancel 
further purchases of Share Units and require that any further dividend equivalents on Share Units be paid in 
cash to the Participants.  
   

(b) In the event of a merger, reorganization, consolidation, recapitalization, separation, liquidation, 
stock dividend, stock split, share combination, or other change in the corporate structure of AT&T affecting the 
shares of Stock, such adjustment shall be made to the number and class of the shares of Stock which may be 
delivered under the Plan (including but not limited to individual limits), and in the number and class of and/or 
price of shares of Stock subject to outstanding Options granted under the Plan, and/or in the number of 
outstanding Options and Share Units, in each case as may be determined to be appropriate and equitable by the 
Committee, in its sole discretion, to prevent dilution or enlargement of rights.  
   

Subject to the authority of the Committee over the Plan, AT&T shall appoint a Claims Board to 
adjudicate claims brought by or in respect to Participants and their beneficiaries relating to benefits under the 
Plan. A Participant may apply in writing to the Claims Board to make a claim under this Plan. The Claims 
Board shall provide written notice within 90 days to a Participant whose claim hereunder has been denied, 
setting forth reasons for such denial or explaining that an extension of the time for processing the claim is 
necessary, written in a manner calculated to be understood by such person. After receipt of such notice, or 
expiration of 90 days without any response from the Claims Board, the Participant may appeal the decision in 
writing to the Senior Executive Vice President of AT&T in charge of Human Resources, or to the person’s 
successor, within 90 days, except that if the Participant is an Insider, as that term is used in the 2001 Incentive 
Plan, then the Participant's appeal shall be to the Committee. The Participant shall receive a full and fair review 
of the decision denying the claim in accordance with the requirements of ERISA.  
   
   
Article 4 - Contributions  
   
Notwithstanding anything in this Plan to the contrary, there shall be no Employee Contributions or deferral of 
other Stock awards to the Plan after December 31, 2004.  

(a)            An Eligible Employee may elect to purchase Share Units through payroll deductions 
contributed to the Plan as follows (such contributions to the Plan are “Employee Contributions”):                        

   
(i) An Eligible Employee may elect to contribute from 6% to 30% (in whole  
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percentage increments) of his or her monthly Base Compensation, as the same may change 
from time to time.  

   
(ii) An Eligible Employee may elect to contribute up to 100% (in whole percentage 
increments) of a Short Term Incentive Award.  
   

(b) An Eligible Employee may only make an election, change an election, or terminate an election to 
purchase Share Units with Employee Contributions as follows:  
   

(i) An Employee who is an Eligible Employee as of September 30 may make an election on or 
prior to the last Business Day of the immediately following November with respect to the 
contribution of Base Compensation and/or Short Term Incentive Awards paid on or after the 
immediately following January 1.  

   
(ii) An Employee who was not an Eligible Employee as of September 30 but who is an 
Eligible Employee the immediately following March 31 may make an election on or prior to 
the last Business Day of the immediately following May with respect to the contribution of 
Base Compensation and/or Short Term Incentive Awards paid on or after the immediately 
following July 1.  

   
AT&T may refuse or terminate any election to purchase Share Units in the Plan at any time; provided, 

however, only the Committee may take such action with respect to persons who are “officer level” Employees 
as shown on the records of AT&T.  
   

In the event the Participant takes a hardship withdrawal from a benefit plan qualified under the Code 
and sponsored by AT&T or an Employer, any election to make Employee Contributions by such Participant 
shall be immediately cancelled, and the Participant shall not be permitted to make a new election with respect to 
Employee Contributions that would be contributed during the then current and immediately following calendar 
year.  
   

(a) Employee Contributions (as well as any corresponding AT&T Matching Contribution) shall be 
made solely pursuant to a proper election and only during the Employee's lifetime and while the Employee 
remains an Eligible Employee (if the Employee ceases to be an Eligible Employee, his or her election to make 
Employee Contributions shall be cancelled); provided, however, Termination of Employment of an Eligible 
Employee shall not constitute loss of eligibility solely with respect to contribution of annual base salary earned 
prior to termination but paid within 60 days thereafter or with respect to a Short Term Incentive Award paid 
after Retirement (and such person shall be deemed an Eligible Employee for such contributions).  
   

(b) The number of Share Units purchased by a Participant during a calendar month shall be found by 
dividing the Participant's Employee Contributions during the month by the FMV on the last day of such month.  
   

(c) A contribution to the Plan shall be made when the compensation – from which the contribution is to 
be deducted – is paid using the "check date" shown on the related pay record (sometimes referred to as the 
"paycheck stub") as the contribution date (if no "check date" is shown,  
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then the date of the pay record). When there is an underpayment or delayed payment of gross compensation for 
any reason, the related contribution shall be determined and made when the underpayment or delayed payment 
is paid, again using the date on the pay record. Where there is an overpayment of gross compensation, the 
amount of the overpayment will not be considered in determining the contribution amount.  

   

In the month containing a record date for a regular cash dividend on AT&T Stock, each Participant 
shall be credited with that number of Share Units equal to the declared dividend per share of Stock multiplied 
by the number of Share Units held by the Participant and divided by the FMV on the last day of the month 
containing the dividend record date.  
   

(a) An Eligible Employee who would receive from AT&T a distribution of Stock (including but not 
limited to the removal of restrictions on restricted stock) pursuant to the 1996 Stock and Incentive Plan or the 
2001 Incentive Plan (but not through the exercise of stock options granted under either such plan) or pursuant to 
any other plan or award specifically permitted to be contributed to this Plan by the Committee, may contribute 
all or part of such distribution that would not be recognized as income for Federal income tax purposes , upon 
conversion to Share Units under this Plan. To make this contribution, the Eligible Employee must make an 
election on or prior to the last Business Day of the calendar year prior to the calendar year such Stock would 
otherwise actually been paid (or, for restricted stock, the calendar year such restrictions would be removed and 
the stock recognized for Federal income tax purposes) to convert the part of the distribution that is not 
recognized as income for Federal income tax purposes into the number of Share Units under this Plan equal to 
the number of shares of Stock to which the Eligible Employee would be entitled; provided such person remains 
an Eligible Employee at the time of such conversion. Distribution of such Share Units shall be governed solely 
by the provisions of this Plan. AT&T may refuse or terminate any election under this Section 4.4 to convert a 
distribution into Share Units in the Plan at any time.  
   

(b) Effective January 1, 2001, except for persons who die prior to 2001, deferrals of Stock made prior 
thereto under the Salary and Incentive Award Deferral Plan will be converted into the number of Share Units 
equal to the number of shares of Stock or the equivalent thereof then held by the Participant through such Salary 
and Incentive Award Deferral Plan. Any such conversion shall not reduce or offset the number of authorized 
shares of Stock under this Plan. All elections made under such plan shall be terminated and the distribution of 
such Share Units shall be governed solely by the provisions of this Plan.  
   

(c) The Committee may permit an Eligible Employee to purchase Share Units under this Plan with 
amounts other than Base Compensation or Short Term Incentive Awards on such terms and conditions as such 
Committee may permit from time to time.             
   

(d) In no event shall an acquisition of Share Units pursuant to this Section 4.4 result in the crediting of 
an AT&T Matching Contribution or Options.  
   
Article 5 - AT&T Matching Contributions  
   

   
Page 7  

4.3  Reinvestment of Dividends.  

4.4  Deferral of Other Stock Awards.  

5.1  AT&T Match.  



(a) AT&T shall credit each Participant's account with the number of Share Units found by taking eighty 
percent (80%) of the Participant's Employee Contributions from no more than six percent (6%) of the 
Participant's Base Compensation made during the month and dividing the resulting figure by the FMV of the 
Stock on the last day of such month ("AT&T Matching Contribution"). However, if during any month the 
Participant is concurrently participating in this Plan and (a) the match eligible portion of the AT&T Savings 
Plan (which may be referred to as “basic contributions”) or (b) the match eligible portion of any other tax 
qualified or nonqualified plan of an Employer, then the monthly AT&T Matching Contribution under this Plan 
shall be reduced so that the total monthly matching contribution shall be paid with respect to no more than:  
   

(A) six percent (6%) minus  
(B) the Participant's match eligible percentage determined under such other plan,  

   
of the Participant's monthly Base Compensation. In no event shall matching contributions under this Plan and 
all other plans of AT&T and all Employers combined (including but not limited to the AT&T Savings Plan) be 
paid with respect to more than six percent (6%) of Participant's monthly Base Compensation. AT&T Matching 
Contributions shall only be paid on Base Compensation contributed to the Plan. The Committee, in its 
discretion, may reduce or eliminate the AT&T Matching Contributions with respect to those Employee 
Contributions that have not then been made for which a Participant then has or will have an opportunity to 
change his or her Share Unit purchase election.  
   

(b) In the sole discretion of the Committee, it may also provide for the contribution of a Bonus 
Matching Contribution. Such Bonus Matching Contribution may not exceed 20% of the Participant’s Employee 
Contributions for the month. The Bonus Matching Contribution shall be subject to such terms and conditions as 
required by the Committee and, unless otherwise provided by the Committee, to the same vesting and 
distribution requirements as AT&T Matching Contributions.  
   

A Participant's interest in Share Units purchased with AT&T Matching Contributions, as well as 
earnings thereon, shall vest when a Participant shall have three (3) years of continuous service (regardless of 
any subsequent break in service) as reflected on the records of AT&T. Share Units shall be available for 
distribution in accordance with the Plan's distribution provisions only upon becoming vested and only after the 
earlier of: (a) the Termination of Employment of the Participant, or (b) the beginning of the calendar year in 
which the Participant will reach age 55. Upon the Participant's Termination of Employment, all the Participant's 
unvested Share Units shall be forfeited and shall not be reinstated if Participant is re-Employed.  
   
Article 6 - Distributions  

   

(a) Beginning March 10 (or such other date as determined by AT&T) of the first (1st) calendar year 
following the calendar year of the Retirement of a Participant and on March 10 (or such other date as 
determined by AT&T) of each of the successive 14 calendar years, AT&T shall distribute that number of Share 
Units that is equal to the total number of Share Units then held by the Participant divided by the number of 
remaining installments. Not withstanding the foregoing, if the Participant Retires prior to 2001, then any 
undistributed Share Units will be distributed in a lump sum on March 10 of the fifteenth (15th) calendar 
following the calendar year of the Retirement of the Participant.  
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(b)      Beginning March 10 (or such other date as determined by AT&T) of the calendar year following 

the calendar year of Termination of Employment which is not a Retirement and on March 10 (or such other date 
as determined by AT&T) of each of the successive 2 calendar years, AT&T shall distribute that number of 
Share Units that is equal to the total number of Share Units then held by the Participant divided by the number 
of remaining installments. Notwithstanding the foregoing, non-Retirement eligible Participants who Terminate 
Employment prior to January 1, 2001, shall receive all undistributed Share Units in a lump sum.  
   

(c)       Notwithstanding (a) or (b), above, to the contrary, in the event of the death of a Participant, all 
undistributed Share Units shall be promptly distributed to the Participant's beneficiary in accordance with the 
AT&T Rules for Employee Beneficiary Designations, as the same may be amended from time to time.  

   
(d) In the event a Participant Terminates Employment and is subsequently re-Employed, then 

beginning with the calendar year following such re-Employment, the Participant’s undistributed Share Units 
shall no longer be subject to distribution under this Section 6.1 as a result of the prior Termination of 
Employment. For purposes of distribution of Share Units only, a subsequent Termination of Employment shall 
be deemed a Retirement if the Participant has previously Retired.  
   

(a)       On or before the last Business Day of a calendar year, a Participant may elect to receive a 
distribution of all or a specified number of the Participant's vested Share Units. Such distribution shall be made 
March 10 (or such other date as determined by AT&T) of the immediately following calendar year. If the 
Participant will not be age 55 or older at any time during the calendar year of the distribution, then Share Units 
that were acquired with AT&T Matching Contributions, as well as earnings thereon, may be distributed 
pursuant to an Accelerated Distribution election only if the Participant Terminated Employment prior to the 
calendar year of the distribution. This distribution shall be in addition to the number of Share Units to be 
distributed at the same time under Section 6.1, to the extent any remain available for distribution, which 
Distribution shall be calculated without regard to an election under this section. No distribution under this 
Section 6.2 (a) shall be made of Share Units acquired with Employee Contributions or AT&T Matching 
Contributions in the same calendar year as the distribution.  

   
(b)      In the event the Participant Terminates Employment for reasons other than Retirement, AT&T 

may, at its sole discretion, accelerate the distribution of all or part of the Share Units credited to the Participant 
to the date of AT&T's choosing, without notice to, or the consent of, the Participant.  
   

Notwithstanding any election made by the Participant, after the Termination of Employment of the 
Participant for any reason, if at the time of a distribution the Participant's Share Units have a FMV of less than 
$10,000, AT&T may, in its discretion, convert and distribute all of the Participant's Share Units in the form of a 
lump sum distribution.  

   

In the event that a final determination shall be made by the Internal Revenue Service or any court of 
competent jurisdiction that a Participant has recognized gross income for Federal income tax  
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purposes in excess of the Share Units actually distributed by AT&T, AT&T shall promptly convert and 
distribute to the Participant those Share Units to which such additional gross income is attributable.  
   

In the event that AT&T, upon written petition of the Participant, determines in its sole discretion that 
the Participant has suffered an unforeseeable financial emergency, AT&T shall convert and distribute to the 
Participant, as soon as practicable following such determination, the number of Share Units determined by 
AT&T in its sole discretion to meet the emergency (the “Emergency Distribution”), other than Share Units 
acquired with AT&T Matching Contributions, as well as earnings thereon. For purposes of this Plan, an 
unforeseeable financial emergency is an unexpected need for cash arising from an illness, casualty loss, sudden 
financial reversal, or other such unforeseeable occurrence. Cash needs arising from foreseeable events such as 
the purchase of a house or education expenses for children shall not be considered to be the result of an 
unforeseeable financial emergency. Upon such distribution, any election to make Employee Contributions by 
such Participant shall be immediately cancelled, and the Participant shall not be permitted to make a new 
election with respect to Employee Contributions that would be contributed during the then current and 
immediately following calendar year.  
   

Notwithstanding any other provisions of this Plan to the contrary, if AT&T receives an opinion from 
counsel selected by AT&T, or a final determination is made by a Federal, state or local government or agency, 
acting within its scope of authority, to the effect that an individual is not, or was not at the time of his or her 
making Employee Contributions to this Plan, a member of Employer's “select group of management or highly 
compensated employees” within the meaning of ERISA, then such person will not be eligible to participate in 
this Plan and shall receive an immediate lump sum distribution of shares of Stock corresponding to the vested 
portion of the Share Units standing credited to his or her account. Upon such payment no other distribution shall 
thereafter be payable under this Plan either to the individual or any beneficiary of the individual, except as 
provided under Section 10.1 Additional Benefit.  
   

Share Units shall be distributed under this Plan by taking the number of Share Units to be distributed 
and converting them into an equal number of shares of Stock. (Once distributed, a Share Unit shall be 
canceled.)  
   
Article 7 - Transition Provisions  
   

The transition rules of this Article 7 shall supercede all other terms of this Plan.  
   

Except as otherwise provided in this Article, the amendments to this Plan made March 31, 2000 (the 
“2000 Amendments”) shall be effective March 31, 2000. No election to begin a Savings Unit nor an election 
regarding the distribution or further deferral of a distribution of a Savings Unit may be made on or after March 
31, 2000. (As used herein, “Savings Units” shall have the same meaning as used in this Plan prior to such 
amendments.)  
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7.2            Combination of Share Units.  

(a)     Effective January 1, 2001, all Share Units (previously referred to as “Shares”) acquired under 
Savings Units by a Participant shall be combined in a single account regardless of date acquired or the Savings 
Unit to which they were related, except for the Share Units to be distributed under (b), below.  
   

(b)     Share Units equal in value to, and constituting, a Participant's tax basis in the Share Units 
acquired on an after-tax basis shall be valued and distributed on or promptly after March 10, 2001, unless a later 
distribution is required by AT&T.  

   
(c)     To the extent any Participant who retires before 2001 would, were it not for the 2000 

Amendments, under valid elections made prior to March 31, 2000, receive a distribution under a Savings Unit
(s) that would extend the Participant's distributions beyond 2015, then the Savings Unit(s) so affected shall not 
be combined with other Share Units and shall be distributed in accordance with such elections. Notwithstanding 
the foregoing, the Participant may, with the consent of AT&T, elect to have all undistributed Shares in such 
Savings Unit(s) be governed by this Plan as in effect after March 31, 2000.  

   
(d)     In the event a Participant dies prior to 2001, the Participant's Savings Unit(s) shall not be 

combined with other Savings Units and shall be distributed in accordance with the Plan as it existed 
immediately prior to March 31, 2000, and deferrals under the Salary and Incentive Award Deferral Plan by such 
Participant will not be transferred to this Plan but will be paid out in accordance with the terms of that plan as it 
existed immediately prior to March 31, 2000.  
   

(a)     Distributions from the Plan that would be made in the year 2000 under the Plan as it existed 
immediately prior to March 31, 2000, based on elections made before March 31, 2000, shall continue to be 
made in the year 2000 as provided in the Plan immediately prior to March 31, 2000. All other distribution 
elections are cancelled, including but not limited to distributions which have already commenced, but only to 
the extent such elections call for distributions after the year 2000. All Share Units remaining undistributed after 
such distributions shall be held and distributed in accordance with the terms of the Plan as in effect after March 
31, 2000.  
   

(b)     Contributions to the Plan that would be made in the year 2000 under the Plan as it existed 
immediately prior to March 31, 2000, based on elections made before March 31, 2000, shall continue to be 
made in the year 2000 as provided in the Plan immediately prior to March 31, 2000. Elections to participate in 
the Plan shall not automatically be renewed for the year 2001. Each Eligible Employee must make a new 
election after March 31, 2000, in order to purchase Share Units with Employee Contributions after 2000. 
Provided, however, valid elections made prior to March 31, 2000, to contribute Short Term Incentive Awards in 
2001 shall be valid elections under this Plan.  

   

Annual base salary earned prior to January 1, 2001, shall be contributed when earned, while annual 
base salary earned on or after such date shall be contributed when paid. In order to avoid any double 
contribution of annual base salary, that part of annual base salary earned in the year 2000 shall not be included 
in any determination of contributions to the Plan in a later calendar year, even though paid in such calendar 
year. This section shall not apply to employees of Ameritech Corporation or its direct or indirectly held 
subsidiaries or to Employees who did not make contributions to the Plan in 2000.  
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The August 2000 and February 2001 issuances of Options shall be determined and made as the Plan 
was written immediately prior to March 31, 2000, so as not to enlarge or reduce the rights of Participants with 
Savings Units commencing in 2000.  
   
Article 8 - Options  
   

The Committee shall determine at its discretion whether the Options issued pursuant to this Plan shall 
be non-qualified Stock Options or incentive Stock Options within the meaning of Section 422 of the Code. Any 
Options issued hereunder shall be non-qualified Options unless the Committee specifies prior to the issuance 
thereof that they shall be incentive Stock Options. Notwithstanding any other provision of the Plan, any 
incentive Stock Options issued under this Plan shall be issued and exercised in accordance with Section 422 of 
the Code. The Options may be issued in definitive form or recorded on the books and records of AT&T for the 
account of the Participant, at the discretion of AT&T. If AT&T elects not to issue the Options in definitive 
form, they shall be deemed issued, and the Participants shall have all rights incident thereto as if they were 
issued on the dates provided herein, without further action on the part of AT&T or the Participant. In addition to 
the terms herein, all Options shall be subject to such additional provisions and limitations as provided in any 
Administrative Procedures adopted by the Committee prior to the issuance of such Options. The number of 
Options issued to a Participant shall be reflected on the Participant's annual statement of account.  
   

The Options may only be exercised: (a) after the earlier of (i) the expiration of one (1) year from date 
of issue or (ii) the Participant's Termination of Employment, and (b) no later than the tenth (10 th ) anniversary 
of their issue; and Options shall be subject to earlier termination as provided herein.  

   

The Exercise Price of an Option shall be the FMV of the Stock on the date of issuance of the Options.  
   

(a) On each June 1 a Participant shall receive two (2) Options for each Share Unit acquired by the 
Participant during the immediately preceding January through April period with Employee Contributions of 
Base Compensation and/or Short Term Incentive Award. A fractional number of Options shall be rounded up to 
the next whole number.  
   

(b) On each February 1 a Participant shall receive:  
   

(i)      two (2) Options for each Share Unit acquired by the Participant during the immediately 
preceding May through December with Employee Contributions of Base Compensation and/or 
Short Term Incentive Award; and  
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   (ii) two (2) Options for each Share Unit acquired prior to such date by the Participant  



with dividend equivalents that were derived, directly or indirectly (such as dividend 
equivalents paid on Share Units acquired with dividend equivalents), from Share Units 
acquired with Employee Contributions during the immediately preceding January through 
December.  

   
A fractional number of Options shall be rounded up to the next whole number.  

   
(c) If Stock is not traded on the NYSE on any of the foregoing Option issuance dates, then the Options 

shall not be issued until the next such day on which Stock is so traded.  
   

(d) If a Participant Terminates Employment other than (i) while Retirement eligible or (ii) because of 
death or Disability, no further Options shall be issued to or with respect to such Participant. In the event of re-
Employment following a Termination of Employment, the preceding sentence shall not apply to those Options 
resulting from participation in the Plan after such re-Employment until a subsequent Termination of 
Employment.  
   

(e) No more than 400,000 Options shall be issued to any individual under this Plan during a calendar 
year. No Share Unit may be counted more than once for the issuance of Options.  
   

(f) The Committee may, in its sole discretion, at any time increase or lower the number of Options that 
are to be issued for each Share Unit acquired. However, if the Committee lowers the number of Options, then 
such change shall only be effective with respect to the next period in which a Participant may change his or her 
Share Unit purchase election.  
   

(g) The Committee may also, at any time and in any manner, limit the number of Options which may 
be acquired as a result of the Short Term Incentive Award being contributed to the Plan. Further, except as 
otherwise provided by the Committee, in determining the number of Options to be issued to a Participant with 
respect to a Participant's contribution of a Short Term Incentive Award to the Plan and subsequent crediting of 
Share Units, Options may be issued only with respect to an amount which does not exceed the target amount of 
such award (or such other portion of the award as may be determined by the Committee).  

   
(h) No options shall be issued to or in respect of a Participant for a particular issuance, unless at least 

10 Options will be issued to that Participant.  
   

Options shall be exercised by providing notice to the designated agent selected by AT&T (if no such 
agent has been designated, then to AT&T), in the manner and form determined by AT&T, which notice shall be 
irrevocable, setting forth the exact number of shares of Stock with respect to which the Option is being 
exercised and including with such notice payment of the Exercise Price. When Options have been transferred, 
AT&T or its designated agent may require appropriate documentation that the person or persons exercising the 
Option, if other than the Participant, has the right to exercise the Option. No Option may be exercised with 
respect to a fraction of a share of Stock.  
   

Exercises of Options may be effected only on days and during the hours that the New York Stock 
Exchange is open for regular trading or as otherwise provided or limited by AT&T. If an Option expires on a 
day or at a time when exercises are not permitted, then the Options may be exercised no later than the 
immediately preceding date and time that the Options were exercisable.  
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The Exercise Price shall be paid in full at the time of exercise. No Stock shall be issued or transferred 

until full payment has been received therefor.  
   
   

Payment may be made:  
   

(a) in cash, or  
   

(b) unless otherwise provided by the Committee at any time, and subject to such additional 
terms and conditions and/or modifications as AT&T may impose from time to time, and further subject 
to suspension or termination of this provision by AT&T at any time, by:  

   
(i) delivery of Stock owned by the Participant in partial (if in partial payment, then together 
with cash) or full payment; provided, however, as a condition to paying any part of the 
Exercise Price in Stock, at the time of exercise of the Option, the Participant must establish to 
the satisfaction of AT&T that the Stock tendered to AT&T must have been held by the 
Participant for a minimum of six (6) months preceding the tender; or  

   
(ii) if AT&T has designated a stockbroker to act as AT&T's agent to process Option exercises, 
issuance of an exercise notice to such stockbroker together with instructions irrevocably 
instructing the stockbroker: (A) to immediately sell (which shall include an exercise notice that 
becomes effective upon execution of a sell order) a sufficient portion of the Stock to pay the 
Exercise Price of the Options being exercised and the required tax withholding, and (B) to 
deliver on the settlement date the portion of the proceeds of the sale equal to the Exercise Price 
and tax withholding to AT&T. In the event the stockbroker sells any Stock on behalf of a 
Participant, the stockbroker shall be acting solely as the agent of the Participant, and AT&T 
disclaims any responsibility for the actions of the stockbroker in making any such sales. No 
Stock shall be issued until the settlement date and until the proceeds (equal to the Exercise 
Price and tax withholding) are paid to AT&T.  

   
If payment is made by the delivery of Stock, the value of the Stock delivered shall be equal to the FMV 

of the Stock on the day preceding the date of exercise of the Option.  
   

Restricted Stock may not be used to pay the Option exercise price.  
   

No Option shall be transferable except: (a) upon the death of a Participant in accordance with AT&T's 
Rules for Employee Beneficiary Designations, as the same may be amended from time to time; and (b) in the 
case of any holder after the Participant's death, only by will or by the laws of descent and distribution. During 
the Participant's lifetime, the Participant's Options shall be exercisable only by the Participant or by the 
Participant's guardian or legal representative. After the death of the Participant, an Option shall only be 
exercised by the holder thereof (including but not limited to an executor or administrator of a decedent's estate) 
or his or her guardian or legal representative.  
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(a) Not Retirement Eligible. If a Participant Terminates Employment while not Retirement eligible, a 
Participant's Options may be exercised, to the extent then exercisable:  
   

(i) if such Termination of Employment is by reason of death or Disability, then for a period of 
three (3) years from the date of such Termination of Employment or until the expiration of the 
stated term of such Option, whichever period is shorter; or  

   
(ii) if such Termination of Employment is for any other reason, then for a period of one (1) 
year (three (3) months for Options granted before August 1, 1998) from the date of such 
Termination of Employment or until the expiration of the stated term of such Option, 
whichever period is shorter.  

   
(b) Retirement Eligible. If a Participant Terminates Employment while Retirement eligible, a 

Participant's Option may be exercised, to the extent then exercisable: (i) for a period of five (5) years (three (3) 
years for options granted before August 1, 1998) from the date of Retirement or (ii) until the expiration of the 
stated term of such Option, whichever period is shorter. If a Participant Terminated Employment because of 
death or Disability on or before March 31, 2000, the Participant will be deemed to have Terminated 
Employment while not Retirement eligible for purposes of this section.  
   

(c) Re-Employment of a Participant after a Termination of Employment shall have no effect on the 
periods during which Options resulting from the prior Employment may be exercised. For example, if the 
Option exercise period has been shortened because of the prior Termination of Employment, it shall not be 
extended because of the re-Employment.  
   
Article 9 - Discontinuation, Termination, Amendment .  
   

AT&T may at any time discontinue offerings of Share Units under the Plan. Any such discontinuance 
shall have no effect upon existing Share Units or the terms or provisions of this Plan as applicable to such Share 
Units.  

   

The Committee may terminate the Plan at any time. Upon termination of the Plan, contributions shall 
no longer be made under the Plan.  
   

After termination of the Plan, Participants shall continue to earn dividend equivalents in the form of 
Share Units on undistributed Share Units and shall continue to receive all distributions under this Plan at such 
time as provided in and pursuant to the terms and conditions of Participant's elections and this Plan.  
   

The Committee may at any time amend the Plan in whole or in part including but not limited to 
changing the formulas for determining the amount of AT&T Matching Contributions under Article 5 or 
increasing or decreasing the number of Options to be issued under Article 8; provided, however, that no 
amendment, including but not limited to an amendment to this section, shall be  
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effective, without the consent of a Participant, to alter, to the material detriment of such Participant, the 
distributions described in this Plan as applicable to Share Units of the Participant or to decrease the number of 
Share Units standing credited to such Participant's Accounts under the Plan. For purposes of this section, an 
alteration to the material detriment of a Participant shall mean a material reduction in the period of time over 
which Stock may be distributed to a Participant, any reduction in the Participant's number of vested Share Units 
or Options, or an increase in the Exercise Price or decrease in the term of an Option. Any such consent may be 
in a writing, telecopy, or e-mail or in another electronic format. An election to acquire, or to modify an election 
to acquire, Share Units with Employee Contributions and the failure to terminate an election to acquire Share 
Units with Employee Contributions when able to do so shall each be conclusively deemed to be the consent of 
the Participant to any and all amendments to the Plan prior to such election or failure to terminate an election, 
and such consent shall be a condition to making any election with respect to Employee Contributions.  

   
Notwithstanding anything to the contrary contained in this section of the Plan, the Committee may 

modify this Plan with respect to any person subject to the provisions of Section 16 of the Securities Exchange 
Act of 1934 as amended (“Exchange Act”) to place additional restrictions on the exercise of any Option or the 
transfer of any Stock not yet issued under the Plan.  
   
Article 10 - Miscellaneous  
   

The reduction of any benefit payable under the AT&T Pension Benefit Plan (or comparable plan 
identified by AT&T as a replacement therefor), which results from participation in this Plan, will be restored as 
an additional benefit (“make-up piece”) under this Plan. The Participant shall elect prior to commencement of 
payment of the make-up piece whether to receive such benefit in cash in a lump sum (consisting of the present 
value equivalent of the pension retirement benefit (life annuity) make-up piece) or such benefit in an annuity 
form of payment . Notwithstanding the proceeding provisions of this section, if all or a portion of the make-up 
piece is paid pursuant to SRIP or another non-qualified plan, then such amount shall not be payable pursuant to 
this Plan.  

   

Upon distribution of Stock, including but not limited to, shares of Stock issued upon the exercise of an 
Option, AT&T shall withhold shares of Stock sufficient in value, using the FMV on the date determined by 
AT&T to be used to value the Stock for tax purposes, to satisfy the minimum amount of Federal, state, and local 
taxes required by law to be withheld as a result of such distribution.  
   

Any fractional share of Stock payable to a Participant shall be withheld as additional Federal 
withholding, or, at the option of AT&T, paid in cash to the Participant.  
   

Unless otherwise determined by the Committee, when the method of payment for the Exercise Price is 
from the sale by a stockbroker pursuant to Section 8.5(b)(ii), hereof, of the Stock acquired through the Option 
exercise, then the tax withholding shall be satisfied out of the proceeds. For administrative purposes in 
determining the amount of taxes due, the sale price of such Stock shall be deemed to be the FMV of the Stock.  
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Notwithstanding anything to the contrary contained in this Plan, all elections and notices of every kind 
shall be made on forms prepared by AT&T or the General Counsel, Secretary or Assistant Secretary, or their 
respective delegates or shall be made in such other manner as permitted or required by AT&T or the General 
Counsel, Secretary or Assistant Secretary, or their respective delegates, including through electronic means, 
over the Internet or otherwise. An election shall be deemed made when received by AT&T (or its designated 
agent, but only in cases where the designated agent has been appointed for the purpose of receiving such 
election), which may waive any defects in form. Unless made irrevocable by the electing person, each election 
with regard to making Employee Contributions or distributions of Share Units shall become irrevocable at the 
close of business on the last day to make such election. AT&T may limit the time an election may be made in 
advance of any deadline.  

   
If not otherwise specified by this Plan or AT&T, any notice or filing required or permitted to be given 

to AT&T under the Plan shall be delivered to the principal office of AT&T, directed to the attention of the 
Senior Executive Vice President-Human Resources of AT&T or his or her successor. Such notice shall be 
deemed given on the date of delivery.  
   

Notice to the Participant shall be deemed given when mailed (or sent by telecopy) to the Participant's 
work or home address as shown on the records of AT&T or, at the option of AT&T, to the Participant's e-mail 
address as shown on the records of AT&T. It is the Participant's responsibility to ensure that the Participant's 
addresses are kept up to date on the records of AT&T. In the case of notices affecting multiple Participants, the 
notices may be given by general distribution at the Participants' work locations.  
   

By participating in the Plan, each Participant agrees that AT&T may provide any documents required 
or permitted under the Federal or state securities laws, including but not limited to the Securities Act of 1933 
and the Securities Exchange Act of 1934 by e-mail, by e-mail attachment, or by notice by e-mail of electronic 
delivery through AT&T's Internet Web site or by other electronic means.  

   

Participants and their beneficiaries, heirs, successors, and assigns shall have no legal or equitable 
rights, interest, or claims in any property or assets of any Employer. No assets of any Employer shall be held 
under any trust for the benefit of Participants, their beneficiaries, heirs, successors, or assigns, or held in any 
way as collateral security for the fulfilling of the obligations of any Employer under this Plan. Any and all of 
each Employer's assets shall be, and remain, the general, unpledged, unrestricted assets of such Employer. The 
only obligation of an Employer under the Plan shall be merely that of an unfunded and unsecured promise of 
AT&T to distribute shares of Stock corresponding to Share Units, and Options, under the Plan.  

   

AT&T may offset against the amount of Stock otherwise distributable to a Participant, any amounts 
due an Employer by a Participant, including but not limited to overpayments under any compensation or benefit 
plans. In addition, AT&T may also cancel a Stock Option to satisfy such an obligation to an Employer. For this 
purpose, each Stock Option shall be valued by subtracting the Exercise Price of the Stock Option from the FMV 
of the Stock on such date.  
   

Neither a Participant nor any other person shall have any right to commute, sell, assign,  
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transfer, pledge, anticipate, mortgage, or otherwise encumber, transfer, hypothecate or convey in advance of 
actual receipt, shares of Stock corresponding to Share Units under the Plan, if any, or any part thereof, which 
are, and all rights to which are, expressly declared to be unassignable and non-transferable. No part of the Stock 
distributable shall, prior to actual distribution, be subject to seizure or sequestration for the payment of any 
debts, judgments, alimony or separate maintenance owed by a Participant or any other person, nor be 
transferable by operation of law in the event of a Participant's or any other person's bankruptcy or insolvency.  

   

Nothing contained in this Plan nor any action taken hereunder shall be construed as a contract of 
employment or as giving any employee any right to be retained in the employ of an Employer or to serve as a 
director.  
   
10.8         Errors.  

At any time AT&T may correct any error made under the Plan without prejudice to AT&T. Such 
corrections may include, among other things, changing or revoking a Stock Option issuance, canceling Share 
Units and refunding contributions to a Participant with respect to any period he or she made Employee 
Contributions while not an Eligible Employee, or canceling the enrollment of a non-Eligible Employee.  
   

The captions of the articles, sections, and paragraphs of this Plan are for convenience only and shall not 
control nor affect the meaning or construction of any of its provisions.  

   

To the extent not preempted by Federal law, the Plan, and all awards and agreements hereunder, and 
any and all disputes in connection therewith, shall be governed by and construed in accordance with the 
substantive laws of the State of Texas, without regard to conflict or choice of law principles which might 
otherwise refer the construction, interpretation or enforceability of this Plan to the substantive law of another 
jurisdiction.  

   
Because awards under the Plan are granted in Texas, records relating to the Plan and awards thereunder 

are located in Texas, and the Plan and awards thereunder are administered in Texas, the Company and the 
Participant to whom an award under this Plan is granted, for themselves and their successors and assigns, 
irrevocably submit to the exclusive and sole jurisdiction and venue of the state or federal courts of Texas with 
respect to any and all disputes arising out of or relating to this Plan, the subject matter of this Plan or any 
awards under this Plan, including but not limited to any disputes arising out of or relating to the interpretation 
and enforceability of any awards or the terms and conditions of this Plan. To achieve certainty regarding the 
appropriate forum in which to prosecute and defend actions arising out of or relating to this Plan, and to ensure 
consistency in application and interpretation of the Governing Law to the Plan, the parties agree that (a) sole 
and exclusive appropriate venue for any such action shall be an appropriate federal or state court in Bexar 
County, Texas, and no other, (b) all claims with respect to any such action shall be heard and determined 
exclusively in such Texas court, and no other, (c) such Texas court shall have sole and exclusive jurisdiction 
over the person of such parties and over the subject matter of any dispute relating hereto and (d) that the parties 
waive any and all objections and defenses to bringing any such action before such Texas court, including but 
not limited to those relating to lack of personal jurisdiction, improper venue or forum non conveniens .  
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In the event any provision of this Plan is held invalid, void, or unenforceable, the same shall not affect, 
in any respect whatsoever, the validity of any other provision of this Plan.  
   

This Plan shall be binding upon AT&T and its successors and assigns.  
   

Effective November 21, 1997, the plans of the Stock Savings Program were merged into the Stock 
Savings Plan. All Share Units under the Stock Based Savings Plan or the Management Stock Savings Plan were 
transferred to this Plan as of that date and are governed by the terms of this Plan.  
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AT&T INC.  
CHANGE IN CONTROL SEVERANCE PLAN  

Article 1 - Purpose  

The purpose of the AT&T Inc. Change in Control Severance Plan (the “ Plan ”) is to foster the continuous 
employment of key management personnel of the Company and its Subsidiaries and to reinforce and encourage 
their continued attention and dedication to their duties in the face of potentially disturbing circumstances arising 
from the possibility of a Change in Control (as defined in Section 2) of the Company, although no such change 
is now apparent or contemplated.  

Article 2 - Definitions  

As used in this Plan, the following terms shall have the respective meanings set forth below, and, when the 
meaning is intended, the initial letter of the word is capitalized:  

“ Base Salary ” means the Participant’s annual rate of base salary in effect immediately prior to the occurrence 
of the circumstance giving rise to the Participant’s termination, or, if greater, the Participant’s annual rate of 
base salary in effect immediately prior to the Change in Control.  

“ Board ” means the Board of Directors of the Company and, after a Change in Control, the “board of 
directors” of the Ultimate Parent (as defined below under Change in Control).  

“ Bonus Amount ” means a Participant’s target annual bonus for the fiscal year in which the change in control 
occurs or in which Participant’s Date of Termination occurs, whichever is greater.  

“ Cause ” means (i) the willful and continued failure by a Participant to substantially perform his or her duties 
with the Company and its Subsidiaries (other than any such failure resulting from his or her incapacity due to 
physical or mental impairment, or any such actual or anticipated failure after the issuance of a notice of 
termination by him or her for Good Reason) after a written demand for substantial performance is delivered to 
the Participant by the Company which demand specifically identifies the manner in which the Company 
believes that he or she has not substantially performed his or her duties, or (ii) the willful engaging by a 
Participant in conduct which is demonstrably and materially injurious to the Company or any Subsidiary, 
monetarily or otherwise. For purposes of this definition, no act, or failure to act, on a Participant’s part shall be 
deemed “willful” unless done, or omitted to be done, by the Participant not in good faith and without reasonable 
belief that his or her action or omission was in the best interest of the Company and its Subsidiaries. 
Notwithstanding the foregoing, a Participant shall not be deemed to have been terminated for Cause unless and 
until there shall have been delivered to him or her a copy of a resolution duly adopted by the affirmative vote of 
not less than three-quarters (3/4) of the entire membership of the Board at a meeting of the Board called and 
held for such purpose (after reasonable notice to the Participant and an opportunity for him or  
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her, together with counsel, to be heard before the Board), finding that in the good faith opinion of the Board the 
Participant was guilty of the conduct set forth above in clauses (i) or (ii) of the first sentence of this definition 
and specifying the particulars thereof in detail.  

“ Change in Control ” shall be deemed to have occurred if (i) any “person” (as such term is used in Sections 13
(d) and 14(d) of the Exchange Act), other than a trustee or other fiduciary holding securities under an employee 
benefit plan of the Company or a corporation owned directly or indirectly by the shareowners of the Company 
in substantially the same proportions as their ownership of stock of the Company, is or becomes the “beneficial 
owner” (as defined in Rule 13d-3 under said Act), directly or indirectly, of securities of the Company 
representing twenty percent (20%) or more of the total voting power represented by the Company’s then 
outstanding voting securities, or (ii) during any period of two (2) consecutive years, individuals who at the 
beginning of such period constitute the Board of Directors of the Company and any new Director whose 
election by the Board of Directors or nomination for election by the Company’s shareowners was approved by a 
vote of at least two-thirds (2/3) of the Directors then still in office who either were Directors at the beginning of 
the period or whose election or nomination for election was previously so approved, cease for any reason to 
constitute a majority thereof, or (iii) the consummation of a merger or consolidation of the Company with any 
other corporation, other than a merger or consolidation which would result in the voting securities of the 
Company outstanding immediately prior thereto continuing to represent (either by remaining outstanding or by 
being converted into voting securities of the surviving entity) at least fifty percent (50%) of the total voting 
power represented by the voting securities of the Company or such surviving entity outstanding immediately 
after such merger or consolidation (such post-merger surviving entity the "Ultimate Parent" ), or the 
shareowners of the Company approve a plan of complete liquidation of the Company or an agreement for the 
sale or disposition by the Company of all or substantially all the Company’s assets.  

“ Committee ” means the Human Resources Committee of the Board.  

“ Company ” means AT&T Inc.  

“ Date of Termination ” means the last day of a Participant's employment with the Company and its 
Subsidiaries as determined under Section 4.1 of the Plan.  

“ Disability ” has the meaning ascribed under the relevant Employer’s long-term disability plan.  

“ Employee”  means any person employed as an employee by an Employer and paid on an Employer’s 
employee payroll system, excluding persons hired for a fixed maximum term and excluding persons who are 
neither citizens nor permanent residents of the United States, all as determined by the Employer. For purposes 
of this Plan, a person on a Leave of Absence who otherwise would be an Employee shall be deemed to be an 
Employee.  

“ Employer ” means the Company or any of its Subsidiaries.  

“ Exchange Act ” means the Securities Exchange Act of 1934.  
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“ Executive Officer ” means a person who has been identified by the Company as an executive officer under 
Rule 3b-7 of the Securities Exchange Act of 1934 prior to a Change in Control.  

“ Good Reason ” means, without the Participant’s express written consent, the occurrence of any of the 
following events after a Change in Control: (i) the assignment to the Participant of any duties inconsistent with 
his or her title(s) or status immediately prior to the Change in Control, or a substantial adverse alteration in the 
nature or status of his or her responsibilities from those in effect immediately prior to the Change in Control; 
(ii) a reduction in the Participant’s annual base salary, target short-term or long term incentive award 
opportunity (including any current payments that may be made thereunder, such as the payment of dividend 
equivalents) as in effect immediately prior to the Change in Control, except for across-the-board salary 
reductions similarly affecting all officers of the Company and its Subsidiaries and all managers in equivalent 
positions of any person in control of the Company; (iii) the failure to pay to the Participant any portion of his or 
her current compensation or deferred compensation under any compensation or benefit program within seven 
(7) days of the date such payment is due; (iv)  the failure to continue to provide the Participant with benefits 
substantially similar to those enjoyed by him or her under the pension, life insurance, medical, health, accident 
and disability plans, or any fringe benefit material to the Participant that he or she was eligible for at the time of 
the Change in Control; the direct or indirect material reduction in any of such benefits; or the failure to provide 
the Participant with the number of paid vacation days to which he or she is entitled on the basis of his or her 
duration of service with the Company and its Subsidiaries, in accordance with the Employer's normal vacation 
policy in effect immediately prior to the Change in Control; (v) the failure to obtain a satisfactory agreement 
from any successor to assume and agree to perform this Plan, as contemplated in Article 7; or (vi) any purported 
termination of the Participant’s employment after a Change in Control which is not effected pursuant to a notice 
of termination satisfying the requirements of Sections 4.1 and 8.1 (for purposes of this Plan, no such purported 
termination shall be effective); provided, however, that a good faith determination within ninety (90) days of the 
occurrence of a Change in Control by a Participant who is the Chief Executive Officer of the Company (the 
“CEO”) or who was an Executive Officer on January 1, 1990 that, as a result of such Change in Control, he or 
she is not able to discharge his or her duties effectively shall constitute Good Reason.  

An isolated, insubstantial and inadvertent action taken in good faith implicating clauses (i), (iv), (v) or (vi) of 
this definition which is fully corrected by the Company prior to the Date of Termination specified in the notice 
of termination shall not constitute Good Reason. A Participant’s right to terminate his or her employment for 
Good Reason shall not be affected by his or her incapacity due to physical or mental impairment. A 
Participant’s continued employment shall not constitute consent to, or a waiver of rights with respect to, any 
circumstance constituting Good Reason hereunder.  

“ Leave of Absence ” shall mean when a Participant is absent from employment with an Employer on a 
formally granted leave of absence (i.e., the absence is with formal permission in order to prevent a break in the 
continuity of term of employment, which permission is granted (and not revoked) in conformity with the rules 
of the Employer that employs the individual, as  
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adopted from time to time). For purposes of this Plan, a Leave of Absence shall be deemed to also include a 
transfer by an Employer of a person to, and continuous employment by, an entity for a rotational work 
assignment. To be a rotational work assignment, the Employer must have indicated in writing to the person that 
the person was to be rehired by the Employer upon termination of the rotational work assignment.  

“ Officer Level Employee ” means any Executive Officer and any Employee who is an “officer level” 
Employee for compensation purposes as shown on the records of the Company and its Subsidiaries.  

“ Participant ” means the CEO, each Officer Level Employee who has in effect on September 28, 2006 a 
Severance Benefits – Change in Control Agreement with the Company, and each other Officer Level Employee 
(i) who is designated from time to time in writing by the CEO and (ii) whose designation is evidenced in writing 
by a notification of participation to the Employee signed by the CEO. A person shall cease to be a Participant 
upon (a) the Participant’s Termination of Employment prior to a Potential Change in Control or (b) the Board, 
the Committee or the CEO determining, in their sole discretion, that the person shall cease to qualify for 
benefits under this Plan (but any such determination made in respect of a Participant shall be considered an 
amendment of the Plan adverse to the interests of the affected Participant and is subject to the provisions of 
Section 8.5).  

“ Potential Change in Control ” shall be deemed to have occurred if (i) the Company enters into an agreement, 
the consummation of which would result in the occurrence of a Change in Control or (ii)  the Board adopts a 
resolution to the effect that, for purposes of this Plan, a potential change in control of the Company has 
occurred.  

“ Qualifying Termination ” means a Participant’s Termination of Employment during the Termination Period 
(i) by the Company and its Subsidiaries other than for Cause or (ii) by the Participant for Good Reason. 
Termination of Employment on account of death, Disability or Retirement shall not be treated as a Qualifying 
Termination.  

“ Retirement ” means the Participant’s mandatory retirement in accordance with the Employer’s mandatory 
retirement age policy, if any, for officers prior to a Change in Control or in accordance with any retirement 
arrangement established with the Participant’s consent with respect to him or her; provided, however, that a 
Participant's termination for Good Reason shall not constitute Retirement.  

“ Subsidiary ” means any corporation, partnership, venture or other entity in which the Company holds, 
directly or indirectly, a fifty percent (50%) or greater ownership interest. The Committee may, at its sole 
discretion, designate, on such terms and conditions as the Committee shall determine, any other corporation, 
partnership, limited liability company, venture or other entity a Subsidiary for purposes of this Plan.  

“ Termination of Employment ” means the event where the Employee ceases to be an Employee of any 
Employer, including but not limited to where the Employer ceases to be a Subsidiary.  
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“ Termination Period ” means the period of time beginning with a Change in Control and ending on the 
second anniversary of such Change in Control.  

Article 3 - Effectiveness of the Plan  

This Plan shall be effective as of January 1, 2007. Nothing in this Plan shall be deemed to entitle any 
Participant to continued employment with any Employer, and if a Participant's employment with any Employer 
terminates prior to a Change in Control, the Participant shall have no rights under this Plan (except in the case 
of a Qualifying Termination).  

Article 4 - Payments Upon a Qualifying Termination  

(a)            Notice of Termination. Any purported termination of a Participant’s employment 
during the Termination Period by an Employer or by a Participant shall be communicated by written 
notice of termination to the other party in accordance with this Section 4.1 and Section 8.1 (regarding 
notices). For purposes of this Plan, a “notice of termination” shall mean a notice which shall indicate 
the specific termination provision in this Plan relied upon and shall set forth in reasonable detail the 
facts and circumstances claimed to provide a basis for the Participant’s Termination of Employment 
under the provision so indicated. The failure by the Participant or the Employer to set forth in such 
notice any fact or circumstance which contributes to a showing of Good Reason or Cause shall not 
waive any right of the Participant or the Employer hereunder or preclude the Participant or the 
Employer from asserting such fact or circumstance in enforcing the Participant’s or the Employer’s 
rights hereunder.  

(b)            Date of Termination . If a Participant has a Qualifying Termination, the Date of 
Termination shall be the date specified in the notice of termination (which, in the case of a termination 
other than for Cause or a termination for Good Reason shall not be less than fifteen (15) nor more than 
sixty (60) days from the date such notice is given). If a Participant's Termination of Employment is for 
Cause, the Date of Termination shall not be less than thirty (30) days from the date notice is given. In 
the event of a dispute arising out of the Participant’s Termination of Employment, the Date of 
Termination will be determined in accordance with Section 4.1(c).  

(c)            Disputes Involving Termination. If within fifteen (15) days after any notice of 
termination is given, or, if later, prior to the Date of Termination (as determined without regard to this 
provision), the party receiving such notice of termination notifies the other party that a dispute exists 
concerning whether the termination is a Qualifying Termination or for Cause, the Date of Termination 
shall be the date on which the dispute is finally resolved either by mutual written agreement of the 
parties, or by a final judgment, order or decree of a court of competent jurisdiction (which is not 
appealable or with respect to which the time for appeal therefrom has expired and no appeal has been  
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perfected); provided , however , that if the dispute is not resolved prior to the end of the Termination 
Period, the Termination Period shall be extended so as not to deprive the Participant of the benefits 
under Section 4.2 in respect of such termination; provided further , that the Date of Termination shall 
be extended by a notice of dispute only if such notice is given in good faith and the party giving such 
notice pursues the resolution of such dispute with reasonable diligence. During the pendency of any 
such dispute, the Employer will continue to pay the Participant his or her full compensation in effect 
when the notice giving rise to the dispute was given (including, but not limited to, Base Salary) and 
continue the Participant as a participant in all compensation, benefit and insurance plans in which he or 
she was participating when the notice giving rise to the dispute was given, until the dispute is finally 
resolved in accordance with this provision. Amounts paid under this provision are in addition to all 
other amounts due under this Plan and shall not be offset against or reduce any other amounts due 
under this Plan.  

If the Participant has a Qualifying Termination, then, subject to the Participant’s execution of a 
Release in the form attached to this Plan as Schedule A (the “ Release ”) the Company shall or shall cause the 
Employer to provide to the Participant:  

(a)            his or her full base salary through the Date of Termination at the rate in effect at the 
time notice of termination is given, plus all other amounts to which he or she is entitled under any 
compensation plan in effect immediately prior to the Change in Control, at the time such payments are 
due; provided that, for purposes of determining the amount to which a Participant is entitled under the 
Financial Counseling Program, he or she shall be regarded as having retired under the terms of the 
program; and  

(b)            within five (5) days following the Date of Termination (or, if later, the execution by 
the Participant of the Release), a lump sum cash payment equal to the result of multiplying (i) the sum 
of (A) the Participant’s Base Salary, plus (B) the Participant’s Bonus Amount by (ii) 2.99; provided , 
however , that if the amount of such payment cannot be finally determined on or before such day, the 
Participant shall be paid an estimate, as determined in good faith by the Company of the minimum 
amount of such payment and the remainder of such payment (together with interest at the rate provided 
in section 1274(b)(2)(B) of the Internal Revenue Code of 1986, as amended (the “ Code ”)) as soon as 
the amount thereof can be determined, but in no event later than the thirtieth (30 th ) day after the Date 
of Termination; provided further that, in the event that the amount of the estimated payment exceeds 
the amount subsequently determined to have been due, such excess shall constitute a loan to the 
Participant, payable on the fifth (5 th ) day after demand by the Company (together with interest at the 
rate provided in section 1274(b)(2)(B) of the Code); and  

(c)            if the Participant is not otherwise entitled to such benefits at no cost to him or her 
pursuant to the terms of such plans, for a thirty six (36) month period from the  
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Date of Termination or until December 31 of the year in which the Participant reaches age sixty-five 
(65), whichever is the shorter period (the “ Benefit Period ”), life, health and dental benefits (including 
dependent coverage) substantially similar to those that he or she was receiving immediately prior to the 
Date of Termination, and such benefits shall be provided at no cost to the Participant. Notwithstanding 
the foregoing, the Participant shall not be provided any benefit pursuant to this Section 4(c) if an 
equivalent benefit is actually received by the Participant during the Benefit Period following his or her 
Date of Termination and any such benefit actually received by the Participant shall be reported by the 
Participant to the Company; and  

(d)            if the Participant is subject to any excise tax imposed under Section 4999 of the 
Code (the “ Excise Tax ”) by reason of the Change in Control and the prior deferral of income 
(whether or not the Participant has a Qualifying Termination), then the Company shall pay to the 
Participant an amount as specified in Schedule B.  

(e)            Except as otherwise expressly provided pursuant to this Plan, this Plan shall be 
construed and administered in a manner which avoids duplication of compensation and benefits which 
may be provided under any other plan, program, policy, or other arrangement or individual contract. In 
the event a Participant is covered by any other plan, program, policy, individually negotiated agreement 
or other arrangement, in effect as of his or her Date of Termination, that may duplicate the payments 
and benefits provided for in this Article 4, the Company may reduce or eliminate the duplicative 
benefits provided for under the Plan.  

(f)             This Plan does not abrogate any of the usual entitlements which a Participant has or 
will have, first, while a regular employee, and subsequently, after termination, and thus a Participant 
shall be entitled to receive all benefits payable to him or her under each and every qualified plan, 
welfare plan and any other plan or program relating to benefits and deriving from his or her 
employment with the Company and it Subsidiaries, but solely in accordance with the terms and 
provisions thereof.  

Article 5 - Withholding Taxes  

The Company and its Subsidiaries may withhold from all payments due to the Participant (or 
his beneficiary or estate) hereunder all taxes which, by applicable federal, state, local or other law, is required to 
be withheld.  

Article 6 - Certain Additional Agreements under Section 409A  

6.1                 Delay of Payment . In the event the payment of any amounts under this Plan would be 
treated as non-qualified deferred compensation under Section 409A of the Code (" Section 409A "), such 
payment will be delayed for six (6) months after the Date of Termination if required in order to avoid additional 
tax under Section 409A. If a Participant dies within six (6) months following such termination of employment, 
any such delayed payments shall not be further delayed, and shall be immediately payable to his or her estate in 
accordance with the applicable provisions of this Plan.  
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6.2                No Adverse Action . No Employer will take any action that would expose any payment 
or benefit to a Participant under this Plan to the additional tax imposed under Section 409A of the Code, unless 
(i) the Employer is obligated to take the action under an agreement, plan or arrangement, (ii) a Participant 
requests the action, (iii) the Employer advises such Participant in writing that the action may result in the 
imposition of the additional tax and (iv) such Participant subsequently requests the action in a writing that 
acknowledges that he or she will be responsible for any effect of the action under Section 409A.  

Article 7 - Successors; Binding Agreement  

7.1                The Company will require any successor (whether direct or indirect, by purchase, merger, 
consolidation or otherwise) to all or substantially all of the business and/or assets of the Company to 
unconditionally assume all of the obligations of the Company and its Subsidiaries hereunder. Failure of the 
Company to obtain such assumption prior to the effectiveness of any such succession shall constitute Good 
Reason hereunder and shall entitle the Participants to compensation and other benefits in the same amount and 
on the same terms as the Participants would be entitled hereunder if they had a Qualifying Termination, except 
that for purposes of implementing the foregoing, the date on which any succession becomes effective shall be 
deemed the Date of Termination.  

7.2               The benefits provided under this Plan shall inure to the benefit of and be enforceable by 
the Participant’s personal or legal representatives, executors, administrators, successors, heirs, distributees, 
devisees and legatees. If the Participant shall die while any amounts would be payable to the Participant 
hereunder had the Participant continued to live, all such amounts, unless otherwise provided herein, shall be 
paid in accordance with the terms of this Plan to such person or persons appointed in writing by the Participant 
to receive such amounts or, if no person is so appointed, to the Participant’s estate.  

Article 8 - Miscellaneous  

Notwithstanding anything to the contrary contained in this Plan, all elections and notices of 
every kind under this Plan shall be made on forms prepared by the Company or its General Counsel, Secretary 
or Assistant Secretary, or their respective delegates or shall be made in such other manner as permitted or 
required by the Company or its General Counsel, Secretary or Assistant Secretary, or their respective delegates, 
including through electronic means, over the Internet or otherwise. An election shall be deemed made when 
received by the Company (or its designated agent, but only in cases where the designated agent has been 
appointed for the purpose of receiving such election), which may waive any defects in form.  
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If not otherwise specified by this Plan or the Company, any notice or filing required or 
permitted to be given to the Company under the Plan shall be delivered to the principal office of the Company, 
directed to the attention of the Senior Executive Vice President in charge of Human Resources for the Company 
or his or her successor. Such notice shall be deemed given on the date of delivery.  

Notice to the Participant shall be deemed given when mailed (or sent by telecopy) to the 
Participant’s work or home address as shown on the records of the Employer or, at the option of the Company, 
to the Participant’s e-mail address as shown on the records of the Employer. It is the Participant’s responsibility 
to ensure that the Participant’s addresses are kept up to date on the records of the Employer. In the case of 
notices affecting multiple Participants, the notices may be given by general distribution at the Participants’ work 
locations.  

(a)            In no event shall the Participant be obligated to seek other employment or take other 
action by way of mitigation of the amounts payable to the Participant under any of the provisions of 
this Plan and, except as provided in Section 4.2(c), such amounts shall not be reduced whether or not 
the Participant obtains other employment.  

(b)            Participants may submit claims for benefits by giving notice to the Company 
pursuant to Section 8.1. If a Participant believes that he or she has not received coverage or benefits to 
which he or she is entitled under the Plan, the Participant may notify the Company in writing of a claim 
for coverage or benefits. If the claim for coverage or benefits is denied in whole or in part, the 
Company shall notify the applicant in writing of such denial within thirty (30) days (which may be 
extended to sixty (60) days under special circumstances), with such notice setting forth: (i) the specific 
reasons for the denial; (ii) the Plan provisions upon which the denial is based; (iii) any additional 
material or information necessary for the applicant to perfect his or her claim; and (iv) the procedures 
for requesting a review of the denial. Upon a denial of a claim by the Company, the Participant may: 
(i) request a review of the denial by the Board or, where review authority has been so delegated, by 
such other person or entity as may be designated by the Board for this purpose; (ii) review any Plan 
documents relevant to his or her claim; and (iii) submit issues and comments to the Board or its 
delegate that are relevant to the review. Any request for review must be made in writing and received 
by the Board or its delegate within sixty (60) days of the date the applicant received notice of the initial 
denial, unless special circumstances require an extension of time for processing. The Board or its 
delegate will make a written ruling on the applicant’s request for review setting forth the reasons for 
the decision and the Plan provisions upon which the denial, if appropriate, is based. This written ruling 
shall be made within thirty (30) days of the date the Board or its delegate receives the applicant’s 
request for review unless special circumstances require an extension of time for processing, in which 
case a decision will be rendered as soon as possible, but not later than sixty (60) days after receipt of 
the request for review. All extensions of time permitted by this Section 18 will  
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be permitted at the sole discretion of the Board or its delegate. If the Board does not provide the 
Participant with written notice of the denial of his or her appeal, the Participant’s claim shall be 
deemed denied. 1  

(c)            Notwithstanding anything in this Plan to the contrary, any court, tribunal or 
arbitration panel that adjudicates any dispute, controversy or claim arising between a Participant and 
any Employer, or any of their delegates or successors, in respect of a Participant’s Qualifying 
Termination, will apply a de novo standard of review to any determinations made by such person. Such 
de novo standard shall apply notwithstanding the grant of full discretion hereunder to any such person 
or characterization of any such decision by such person as final, binding or conclusive on any party.  

(d)            If any contest or dispute shall arise under this Plan involving a Participant’s 
Termination of Employment or involving the failure or refusal of any Employer to perform fully in 
accordance with the terms hereof, the Company shall or shall cause the Employer to reimburse the 
Participant on a current basis for all reasonable legal fees and related expenses, if any, incurred by the 
Participant in connection with such contest or dispute (regardless of the result thereof), together with 
interest at the rate provided in section 1274(b)(2)(B) of the Code, such interest to accrue thirty 
(30) days from the date the Company receives the Participant’s statement for such fees and expenses 
through the date of payment thereof, regardless of whether or not the Participant’s claim is upheld by a 
court of competent jurisdiction or an arbitration panel; provided , however , that the Participant shall be 
required to repay immediately any such amounts to the Company to the extent that a court or an 
arbitration panel issues a final and non-appealable order setting forth the determination that the position 
taken by the Participant was frivolous or advanced by the Participant in bad faith .  

8.3                Survival. The respective obligations and benefits afforded to the Company and the 
Participant as provided in Articles 4 (to the extent that payments or benefits are owed as a result of a Qualifying 
Termination that occurs during the term of this Plan), 5, 6, 7 and 8 shall survive the termination of this Plan.  

To the extent not preempted by Federal law, the Plan, and all benefits and agreements 
hereunder, and any and all disputes in connection therewith, shall be governed by and construed in accordance 
with the substantive laws of the State of Delaware, without regard to conflict or choice of law principles which 
might otherwise refer the construction, interpretation or enforceability of this Plan to the substantive law of 
another jurisdiction.  

   
1 Difference from current contract form : dispute resolution procedure is new, no procedure was previously specified.  
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8.5                Amendment and Termination . The Board or the Committee may amend (and, by 
amendment, terminate) this Plan at any time; provided , however , that (i) no amendment that reduces or 
eliminates any benefit or other entitlement of any Participant or that is otherwise adverse to the interests of a 
Participant (an “ Adverse Amendment ”) may take effect prior to the beginning of any calendar year and any 
such amendment shall be void and of no effect unless the Participant was notified of such amendment by 
September 30 of the prior year, (ii) no Adverse Amendment may be adopted during the period of time 
beginning on a Potential Change in Control and ending on the earlier of (a) the termination of the agreement 
that constituted the Potential Change in Control and (b) the second anniversary of the resulting Change in 
Control, without the Participant’s written consent, and (iii) no Adverse Amendment may be adopted during the 
period commencing on a Change in Control and ending on the second anniversary of the Change in Control 
without the Participant’s written consent. The restrictions on amendments set forth in the prior sentence shall 
not apply to any amendment adopted within the period specified in clauses (ii) or (iii), above, if the following 
three conditions are satisfied: (1) the amendments do not take effect until the expiration of the periods, as 
applicable, set forth in such clauses, (2) each adversely affected Participant receives written notice of the 
adoption of such amendments within ten (10) days of such adoption and (3) such written notice is provided at 
least ninety (90) days prior to such amendments taking effect.  

8.6                Interpretation and Administration . The Plan shall be administered by the Board. The 
Board may delegate any of its powers under the Plan to a committee thereof or prior to a Change in Control, to 
the CEO. Unless otherwise provided in this Plan, actions of the Board or such committee shall be taken by a 
majority vote of its members. All references to the “Board” herein shall be deemed to be references to such 
delegate, as appropriate. The Board shall have the authority (i) to exercise all of the powers granted to it under 
the Plan, (ii) to construe, interpret and implement the Plan, (iii) to prescribe, amend and rescind rules and 
regulations relating to the Plan, (iv) to make all determinations necessary or advisable in administration of the 
Plan and (v) to correct any defect, supply any omission and reconcile any inconsistency in the Plan.  

8.7               Type of Plan . This Plan is intended to be, and shall be interpreted as an unfunded 
employee welfare plan under Section 3(1) of the Employee Retirement Income Security Act of 1974, as 
amended (“ERISA”) and Section 2520.104-24 of the Department of Labor Regulations, maintained primarily 
for the purpose of providing employee welfare benefits, to the extent that it provides welfare benefits, and under 
Sections 201, 301 and 401 of ERISA, as a plan that is unfunded and maintained primarily for the purpose of 
providing deferred compensation, to the extent that it provides such compensation, in each case for a select 
group of management or highly compensated employees.  

8.8                Nonassignability . Benefits under the Plan may not be sold, assigned, transferred, 
pledged, anticipated, mortgaged, or otherwise encumbered, transferred, hypothecated, or conveyed in advance 
of actual receipt of the amounts, if any, payable hereunder, or any part thereof by the Participant.  
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Schedule A  

RELEASE AND WAIVER  

I, ________________, hereby fully waive and forever release and discharge Company, AT&T, any and all 
other subsidiaries of Company and of AT&T, their officers, directors, agents, servants, employees, successors 
and assigns and any and all employee benefit plans maintained by AT&T or any subsidiary thereof and/or any 
and all fiduciaries of any such plan from any and all common law and/or statutory claims, causes of action or 
suits of any kind whatsoever arising from or in connection with my past employment by Company (and any 
AT&T subsidiary to the extent applicable) and/or my separation therefrom, including but not limited to claims, 
actions, causes of action or suits of any kind allegedly arising under the Employee Retirement Income Security 
Act (ERISA), as amended, 29 USC §§ 1001 et seq.; the Rehabilitation Act of 1973, as amended, 29 USC §§ 
701 et seq.; the Civil Rights Acts of 1866 and 1870, as amended, 42 USC §§ 1981, 1982 and 1988; the Civil 
Rights Act of 1871, as amended, 42 USC §§ 1983 and 1985; the Civil Rights Act of 1964, as amended, 42 USC 
§ 2000d et seq.; the Americans With Disabilities Act, as amended, 42 USC §§ 12101 et seq., and the Age 
Discrimination in Employment Act of 1967 (ADEA), as amended, 29 USC §§ 621 et seq., known and 
unknown. In addition, I, ___________, agree not to file any lawsuit or other claim seeking monetary damage or 
other relief in any state or federal court or with any administrative agency against any of the aforementioned 
parties in connection with or relating to any of the aforementioned matters. Provided, however, by executing 
this Release and Waiver, I, ________________, do not waive rights or claims that may arise after the date of 
execution; provided further, however, this Release and Waiver shall not affect my right to receive or enforce 
through litigation, any indemnification rights to which I am entitled as a result of my past employment by the 
Company or contract rights pursuant to the Agreement and Release and Waiver of Claims entered into 
contemporaneously herewith and, if applicable, any subsidiary of AT&T; and, provided further, this Release 
and Waiver shall not affect the ordinary distribution of benefits/entitlements, if any, to which I am entitled upon 
termination from Company; it being understood by me that said benefits/entitlements, if any, will be subject to 
and provided in accordance with the terms and conditions of their respective governing plan and this 
Agreement.  
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Schedule B  

Additional Reimbursement Payments by the Company  

(a)            Pursuant to Section 4.2(d) of the Plan, in the event it shall be determined that any 
payment, award, benefit or distribution (or any acceleration of any payment, award, benefit or distribution) by 
the Company (or any of its affiliated entities) or any entity which effectuates a Change in Control (or any of its 
affiliated entities) to or for the benefit of the Participant (whether pursuant to the terms of this Plan or otherwise, 
but determined without regard to any additional payments required under this Schedule B) (the “ Payments ”) 
would be subject to the excise tax imposed by Section 4999 of the Internal Revenue Code of 1986, as amended 
(the “ Code ”), or any interest or penalties are incurred by the Participant with respect to such excise tax (such 
excise tax, together with any such interest and penalties, are hereinafter collectively referred to as the “ Excise 
Tax ”), then the Company shall pay to the Participant an additional payment (a “ Reimbursement Payment ”) 
in an amount such that after payment by the Participant of all taxes (including any Excise Tax) imposed upon 
the Reimbursement Payment, the Participant retains an amount of the Reimbursement Payment equal to the 
Excise Tax imposed upon the Payments; provided, however, that the Company shall have the obligation to 
make a Reimbursement Payment only to the extent the Participant is subject to the Excise Tax by virtue of the 
reduction of his or her “base amount” (as defined in Section 280G(b)(3) of the Code) by reason of his or her 
election to defer a portion of his or her compensation payable during the applicable period (such Excise Tax, a “ 
Qualifying Excise Tax ”). For purposes of determining the amount of the Reimbursement Payment, the 
Participant shall be deemed to (i) pay federal income taxes at the highest marginal rates of federal income 
taxation for the calendar year in which the Reimbursement Payment is to be made and (ii) pay applicable state 
and local income taxes at the highest marginal rate of taxation for the calendar year in which the 
Reimbursement Payment is to be made, net of the maximum reduction in federal income taxes which could be 
obtained from deduction of such state and local taxes.  

(b)            Subject to the provisions of Paragraph (a), all determinations required to be made 
under this Schedule B, including whether and when a Reimbursement Payment is required, the amount of such 
Reimbursement Payment, the amount of any Option Redetermination (as defined below), and the assumptions 
to be utilized in arriving at such determinations, shall be made by a public accounting firm that is retained by 
the Company as of the date immediately prior to the Change in Control (the “ Accounting Firm ”) which shall 
provide detailed supporting calculations both to the Company and the Participant within fifteen (15) business 
days of the receipt of notice from the Company or the Participant that there has been a Payment, or such earlier 
time as is requested by the Company (collectively, the “ Determination ”). For the avoidance of doubt, the 
Accounting Firm may use the Option Redetermination amount in  
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determining the reduction of the Payments to the Safe Harbor Cap. Notwithstanding the foregoing, in the event 
(i) the Board shall determine prior to the Change in Control that the Accounting Firm is precluded from 
performing such services under applicable auditor independence rules or (ii) the Audit Committee of the Board 
determines that it does not want the Accounting Firm to perform such services because of auditor independence 
concerns or (iii) the Accounting Firm is serving as accountant or auditor for the person(s) effecting the Change 
in Control, the Board shall appoint another nationally recognized public accounting firm to make the 
determinations required hereunder (which accounting firm shall then be referred to as the Accounting Firm 
hereunder). All fees and expenses of the Accounting Firm shall be borne solely by the Company, and the 
Company shall enter into any agreement reasonably requested by the Accounting Firm in connection with the 
performance of the services hereunder. The Reimbursement Payment under this Schedule B with respect to any 
Payments shall be made no later than thirty (30) days following such Payment. If the Accounting Firm 
determines that no Qualifying Excise Tax is payable by a Participant, it shall furnish the Participant with a 
written opinion to such effect, and to the effect that failure to report the Qualifying Excise Tax, if any, on the 
Participant’s applicable federal income tax return will not result in the imposition of a negligence or similar 
penalty. The Determination by the Accounting Firm shall be binding upon the Company and the Participant.  

As a result of the uncertainty in the application of Section 4999 of the Code at the time of the 
Determination, it is possible that Reimbursement Payments which will not have been made by the Company 
should have been made (“ Underpayment ”) or Reimbursement Payments are made by the Company which 
should not have been made (“ Overpayment ”), consistent with the calculations required to be made hereunder. 
In the event the amount of the Reimbursement Payment is less than the amount necessary to reimburse the 
Participant for the Qualifying Excise Tax, the Accounting Firm shall determine the amount of the 
Underpayment that has occurred and any such Underpayment (together with interest at the rate provided in 
Section 1274(b)(2)(B) of the Code) shall be promptly paid by the Company to or for the benefit of the 
Participant. In the event the amount of the Reimbursement Payment exceeds the amount necessary to reimburse 
the Participant for the Qualifying Excise Tax, the Accounting Firm shall determine the amount of the 
Overpayment that has been made and any such Overpayment (together with interest at the rate provided in 
Section 1274(b)(2) of the Code) shall be promptly paid by the Participant (to the extent the Participant has 
received a refund if the applicable Qualifying Excise Tax has been paid to the Internal Revenue Service) to or 
for the benefit of the Company. The Participant shall cooperate, to the extent his or her expenses are reimbursed 
by the Company, with any reasonable requests by the Company in connection with any contests or disputes with 
the Internal Revenue Service in connection with the Excise Tax. In the event that the Company makes a 
Reimbursement Payment to the Participant and subsequently the Company determines that the value of any 
accelerated vesting of stock options held by the Participant shall be redetermined within the context of Treasury 
Regulation §1.280G-1 Q/A 33 (the “ Option    
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Redetermination ”), the Participant shall (i) file with the Internal Revenue Service an amended federal income 
tax return that claims a refund of the overpayment of the Qualifying Excise Tax attributable to such Option 
Redetermination and (ii) promptly pay the refunded Qualifying Excise Tax to the Company; provided that the 
Company shall pay all reasonable professional fees incurred in the preparation of the Participant’s amended 
federal income tax return. If the Option Redetermination occurs in the same year that the Reimbursement 
Payment is included in the Participant’s taxable income, then in addition to returning the refund to the 
Company, the Participant will also promptly return to the Company any tax benefit realized by the return of 
such refund and the return of the additional tax benefit payment (all determinations pursuant to this sentence 
shall be made by the Accounting Firm).  

   
   

   
   
   
NY12526:72359.9  
   
   

   C-3  



  
   

Exhibit 10-ee 
   

   
   
   
   
   
   
   

2005  
SUPPLEMENTAL EMPLOYEE  

RETIREMENT PLAN  
   
   
   
   
   
   
   

   
   
   
   

Adopted: November 19, 2004 
Effective: November 18, 2005 
Amended: November 17, 2006 

 
 

1  



  
   

2005 SUPPLEMENTAL EMPLOYEE RETIREMENT PLAN  
   
   

The purpose of the 2005 Supplemental Employee Retirement Plan (the “SERP” or the “Plan”) is to 
provide Eligible Employees with retirement benefits to supplement benefits payable pursuant to 
AT&T’ s qualified group pension plans. The Plan is a successor to the AT&T Supplemental Retirement 
Income Plan (“SRIP”) that was effective January 1, 1984 and which was amended, effective December 
31, 2004, to provide that no additional compensation amounts shall be included in determining SRIP 
pension amounts and that the pension amounts payable thereunder shall be grandfathered and 
administered in accordance with the provisions of the SRIP in a manner that does not invoke Section 
409A of the Code.  

For purposes of this Plan, the following words and phrases shall have the meanings indicated, unless the 
context clearly indicates otherwise:  

Administrative Committee . “Administrative Committee” means a Committee, consisting of AT&T’s 
Senior Executive Vice President responsible for Human Resources matters and two or more other 
members designated by AT&T’s Senior Executive Vice President responsible for Human Resources 
matters, which shall administer the Plan.  

Agreement . “Agreement” means the written agreement (substantially in the form attached to this Plan 
as Attachment A) that shall be entered into between AT&T by its Senior Executive Vice President for 
Human Resources matters and a Participant prior to the accrual of Participant’s benefits hereunder to 
carry out the Plan with respect to such Participant. The Agreement shall include the Participant’s 
irrevocable distribution election. Entry into a new Agreement shall not be required upon amendment of 
the Plan except as otherwise provided herein. Entry into a new Agreement shall be required upon an 
increase in a Participant’s Retirement Percent (which increase shall only be utilized to determine the 
Participant’s benefits from and after the date of the Participant’s new Agreement), and in the case of an 
amendment which alters, to the detriment of a Participant, the benefits described in this Plan as 
applicable to such Participant (See Section 7.5); provided, however, any new Agreement shall not be 
effective to the extent such new Agreement results in deferrals that would be subject to immediate 
taxation under the provisions of Code Section 409A. A new Agreement shall operate as the written 
consent required by Section 7.5 of the Participant to such amendment.  
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1  Purpose .  

2  Definitions .  



Beneficiary . “Beneficiary” shall mean any beneficiary or beneficiaries designated by the Eligible 
Employee pursuant to the AT&T Rules for Employee Beneficiary Designations as may hereafter be 
amended from time-to-time (“Rules”). If a Participant fails to execute a Beneficiary designation form 
with respect to Plan benefits, his Beneficiary designation form with respect to his SRIP benefits shall 
apply with respect to his Plan benefits.  

CEO or Chief Executive Officer. “CEO” or “Chief Executive Officer” shall mean the Chief Executive 
Officer of AT&T Inc.  

Disabled or Disability . “Disabled” or “Disability” means any Termination of Employment prior to 
being Retirement Eligible (without regard to the 5 Years of Service requirement otherwise applicable to 
certain Participants age 55 or older) that results from the participant’s Disability. A participant shall be 
considered Disabled if the participant (i) is unable to engage in any substantial gainful activity by reason 
of any medically determinable physical or mental impairment which can be expected to result in death 
or can be expected to last for a continuous period of not less than twelve (12) months, or (ii) is, by 
reason of any medically determinable physical or mental impairment which can be expected to result in 
death or can be expected to last for a continuous period of not less than twelve (12) months, receiving 
income replacement benefits for a period of not less than three (3) months under an accident or health 
plan covering employees of the Participant’s employer. The Administrative Committee, in its complete 
and sole discretion, determines whether a Participant is Disabled. The Administrative Committee may 
require that the Participant submit to an examination by a competent physician or medical clinic selected 
by the Administrative Committee. On the basis of such medical evidence, the determination of the 
Administrative Committee as to whether or not a Participant is Disabled shall be conclusive.  

Earnings . “Earnings” means for a given calendar year the Participant’s: (1) bonus earned as a short 
term award during the calendar year but not exceeding 200% of the target amount of such bonus (or 
such other portion of the bonus or target bonus as may be determined by the Human Resources 
Committee of the Board of AT&T), plus (2) base salary before reduction due to any contribution 
pursuant to any deferred compensation plan or agreement provided by AT&T, including but not limited 
to compensation deferred in accordance with Section 401(k) of the Internal Revenue Code.  
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Eligible Employee . “Eligible Employee” means:  

Notwithstanding the foregoing definition of Eligible Employee, the CEO, may, at any time and from 
time to time, exclude any Employee or group of Employees from being deemed an “Eligible Employee”
under this plan.  

Final Average Earnings . “Final Average Earnings” means the average of the Participant’s Monthly 
Earnings for the thirty-six (36) consecutive months out of the one hundred twenty (120) months next 
preceding the Participant’s Termination of Employment which yields the highest average earnings. If 
the Participant has fewer than thirty-six (36) months of employment, the average shall be taken over his 
or her period of employment.  

GAAP Rate . “GAAP Rate” means the interest rate used for valuing Plan liabilities for purposes of 
AT&T’s financial statement reporting requirements for the referenced period.  

Immediate Annuity Value . “Immediate Annuity Value” means the annual amount of annuity 
payments that would be paid out of a plan on a single life annuity basis if payment of the Plan’s benefit 
was commenced immediately upon Termination of Employment, notwithstanding the form of payment 
of the Plan’s benefit actually made to the Participant (i.e., joint and survivor annuity, lump sum, etc.) 
and notwithstanding the actual commencement date of the payment of such benefit.  

4  

   (a)  Any person who, as of close of business on December 31, 2004, was employed by a subsidiary of 
AT&T and was a participant in the SRIP; and  

   (b)  Any person who was a participant in the SRIP, terminated employment in 2004 and receives 
Earnings in 2005; and  

   (c)  An Officer employee of any AT&T company who is designated by the CEO as eligible to 
participate in the Plan  



Mid -Career Hire . “Mid-Career Hire” means an individual (i) initially hired or rehired at age 35 or 
older into a position eligible for benefits under this Plan or (ii) initially hired or rehired at age 35 or 
older who is subsequently promoted to a position eligible for benefits under this Plan.  

Monthly Earnings . “Monthly Earnings” means one-twelfth (1/12) of Earnings.  

Mortality Tables . “Mortality Tables” means the mortality tables used for purposes of valuing Plan 
liabilities for AT&T’s financial statement reporting requirements for the referenced period.  

Officer . “Officer” shall mean an individual who is designated as an officer level Employee for 
compensation purposes on the records of AT&T.  
   
Participant . A “Participant” means an Eligible Employee who has entered into an Agreement to 
participate in the Plan.  

   
Retire or Retirement . “Retire” or “Retirement” shall mean the Termination of Employment of an 
Eligible Employee for reasons other than death, on or after the earlier of the following dates: (1) the date 
the Eligible Employee is Retirement Eligible or (2) the date the Eligible Employee has attained one of 
the following combinations of age and service at Termination of Employment:  

Retirement Eligible . “Retirement Eligible” or “Retirement Eligibility” means that a Participant has 
attained age 55 and has five (5) Years of Service.  

Retirement Percent . “Retirement Percent” means the percent specified in the Agreement with the 
Participant which establishes a Target Retirement Benefit (see Section 3.1) as a percentage of Final 
Average Earnings. For an individual who becomes an Eligible Employee on or after January 1, 2006, 
“Retirement Percent” means 50 percent unless otherwise provided by the Human Resources Committee 
of the Board of Directors of AT&T.  
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   Net Credited Service  Age  

   25 years or more  50 or older  
   30 years or more  Any age  



AT&T . “AT&T” means AT&T Inc.  

Supplemental Retirement Income Plan or SRIP . “Supplemental Retirement Income Plan” or “SRIP”
means the AT&T Inc. Supplemental Retirement Income Plan effective January 1, 1984, which was 
amended to cease benefit accruals after December 31, 2004.  

Service Factor . “Service Factor” means, unless otherwise agreed in writing by the Participant and 
AT&T, either (a) a deduction of 1.43 percent, or .715 percent for Mid-Career Hires, multiplied by the 
number by which (i) thirty-five (or thirty in the case of a Participant who is an Officer) exceeds (ii) the 
number of Years of Service of the Participant, or (b) a credit of 0.715 percent multiplied by the number 
by which (i) the number of Years of Service of the Participant exceeds (ii) thirty-five (or thirty in the 
case of a Participant who is an Officer). For purposes of the above computation, a deduction shall result 
in the Service Factor being subtracted from the Retirement Percent whereas a credit shall result in the 
Service Factor being added to the Retirement Percent.  

Termination of Employment . “Termination of Employment” means the ceasing of the Participant’s 
employment from the AT&T controlled group of companies for any reason whatsoever, whether 
voluntarily or involuntarily.  

Year . A “Year” is a period of twelve (12) consecutive calendar months.  

   
Years of Service . “Years of Service” means the number of each complete Years of continuous, full-
time service as an employee beginning on the date when a Participant first began such continuous 
employment with any AT&T company and on each anniversary of such date, including service prior to 
the adoption of this Plan.  
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3  Plan (“SERP”) Benefits .  

   3.1  SERP Benefit Formula .  



With respect to (1) a Participant who was a participant in the SRIP prior to January 1, 1998, or (2) a 
Participant who, prior to January 1, 1998, was an officer of a Pacific Telesis Group (“PTG”) company 
and became a participant in the SRIP after January 1, 1998, the amount of such Participant’s SERP 
Benefit is calculated as follows:  

 

 
 

With respect to all other Participants, the amount of such Participant’s SERP Benefit is calculated as 
follows:  

 
 
 

Where in both of the above cases the following apply:  

   

   
7  

      Final Average Earnings 
x     Revised Retirement Percentage 

=     Target Retirement Benefit 
-    Immediate Annuity Value of any AT&T or affiliate Qualified Pensions 
-    Immediate Annuity Value of SRIP 
-    Immediate Annuity Value of any other AT&T or affiliate Non-Qualified  
    Pensions other than the SERP 

=     Target Benefit 
-    Age Discount 

=    Annual Value of Life with 10 Year Certain SERP Benefit immediately  
   payable upon Termination of Employment 

  Final Average Earnings 
x     Revised Retirement Percentage 

=     Target Retirement Benefit 
-    Age Discount 

=     Discounted Target Benefit 
-    Immediate Annuity Value of any AT&T or affiliate Qualified Pensions 
-    Immediate Annuity Value of SRIP 
-     Immediate Annuity Value of any AT&T or affiliate Non-Qualified 

Pensions, other than SERP 

=     Annual Value of Life with 10 Year Certain SERP Benefit immediately 
    payable upon Termination of Employment 

   (a)  Revised Retirement Percentage = Retirement Percent + Service Factor  

   (b)  For purposes of determining the Service Factor, the Participant’s actual Years of Service 
as of the date of Termination of Employment, to the day, shall be used.  

   (c)  For purposes of determining the Final Average Earnings, the Participant’s Earnings history 
as of the date of Termination of Employment shall be used.  



Notwithstanding the foregoing, if at the time of Termination of Employment the 
Participant is, or has been within the one year period immediately preceding 
Participant’s Termination of Employment, an Officer with 30 or more Years of Service 
such Participant’s Age Discount shall be zero.  

Except to true up for an actual short term award paid following Termination of Employment, 
there shall be no recalculation of the value of a Participant’s SERP Benefit hereunder following 
a Participant’s Termination of Employment.  

Notwithstanding any other provision of this Plan, upon any Termination of Employment of the 
Participant for a reason other than death or Disability, AT&T shall have no obligation to the Participant 
under this Plan if the Participant has less than 5 Years of Service or less than four years of participation 
in the SERP, at the time of Termination of Employment.  

The normal form of a Participant’s benefits hereunder shall be a Life with 10-Year Certain Benefit as 
described in Section 4.2(a). A Participant who fails to timely make (or is deemed to have failed to make) 
a distribution election with respect to his SERP Benefits shall be deemed to have made an election to 
receive his or her SERP benefits as described in Section 4.2(a).  
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   (d)  Age Discount means the Participant’s SERP Benefit shall be decreased by five-tenths of 
one percent (.5%) for each month that the date of the Participant’s Termination of 
Employment precedes the date on which the Participant will attain age 60.  

   3.2.  Vesting .  

4  Form of Distribution of SERP Benefits.  

   4.1  Normal Form.  

   4.2  Election Alternatives.  



Notwithstanding the normal form for distribution of a Participant’s SERP Benefits, a Participant may 
elect, in his or her timely filed Agreement, one of the following Benefit Payout Alternatives:  
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   (a)  Life with a 10-Year Certain Benefit . An annuity payable during the longer of (i) the life of 
the Participant or (ii) the 10-year period commencing on the Participant’s Termination of 
Employment and ending on the day next preceding the tenth anniversary of such date (the 
“Life With 10-Year Certain Benefit”). If a Participant who is receiving a Life with 10-
Year Certain Benefit dies prior to the expiration of the 10-year period described in this 
Section 4.2(a), the Participant’s Beneficiary shall be entitled to receive the remaining Life 
With 10-Year Certain Benefit installments which would have been paid to the Participant 
had the Participant survived for the entire such 10-year period.  

   (b)  Joint and 100% Survivor Benefit . A joint and one hundred percent (100%) survivor 
annuity payable for life to the Participant and at his or her death to his or her Beneficiary, 
in an amount equal to one hundred percent (100%) of the amount payable during the 
Participant’s life, for life (the “Joint and 100% Survivor Benefit”).  

   (c)  Joint and 50% Survivor Benefit . A joint and fifty percent (50%) survivor annuity payable 
for life to the Participant and at his or her death to his or her Beneficiary, in an amount 
equal to fifty percent (50%) of the amount payable during the Participant’s life, for life 
(the “Joint and 50% Survivor Benefit”).  

   (d)  Lump Sum Benefit . A Participant may elect a lump sum benefit in his or her Agreement, 
but his or her SERP benefit shall be paid in the form of a lump sum only if the Participant 
has attained the age of fifty-five (55) years as of his or her Termination of Employment. If 
a Participant elects a lump sum benefit in his or her Agreement but realizes a Termination 
of Employment prior to attaining age fifty-five (55), the Participant’s SERP Benefit shall 
be paid as provided in Section 4.2(a), 4.2(b) or 4.2(c), as elected or deemed elected by the 
Participant.  



The Benefit Payout Alternatives described in Section 4.2(b), 4.2(c) and 4.2(d) shall be the actuarially 
determined equivalent (as determined by the Administrative Committee in its complete and sole 
discretion) of the Life With 10-Year Certain Benefit that is converted by such election. The amount of a 
Participant’s lump sum benefit shall be calculated as of the Participant’s Termination of Employment by 
applying the Mortality Tables and the GAAP Rate, both as in effect as of the end of the calendar year 
immediately preceding the Participant’s Termination of Employment, but using the Participant’s age, 
Years of Service and other factors as of the Participant’s Termination of Employment.  

Any election made by an Eligible Employee who was a SRIP participant must be made in the 
Participant’s timely filed SERP Agreement. Such Participant’s SERP Agreement is timely filed 
only if it is delivered by the Participant, in writing, telecopy, email or in another electronic 
format, to the Administrative Committee no later than December 31, 2004.  

Any election made by an Eligible Employee who was not a SRIP participant must be made in 
the Participant’s timely filed Agreement. Such Participant’s Agreement is timely filed only if it 
is delivered by the Participant, in writing, telecopy, email or in another electronic format, to the 
Administrative Committee immediately following his designation as an Eligible Employee by 
the CEO.  

If a Participant’s Agreement is not timely filed or fails to show an election of a Benefit Payout 
Alternative, such Participant shall be deemed to have elected and such Participant’s form of 
benefit shall be the Life With 10-Year Certain Benefit which is described in Section 4.2(a).  
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   4.3  Distribution Election .  

   4.3.1  Eligible Employees Who Are SRIP Participants .  

   4.3.2  Eligible Employees Who Are Not SRIP Participants .  

   4.3.3  Failure to Timely File an Agreement .  



4.3.4          Death of or Divorce from Annuitant During Participant’s Lifetime .  

Notwithstanding any other provision of this Plan to the contrary, in the event of the death of a 
designated annuitant during the life of the Participant, the Participant’s election to have a Benefit 
Payout Alternative described in Section 4.2(b) or 4.2(c) shall, without any action by the 
Participant, be revoked, and the Participant’s benefit, or remaining benefit, under the Plan, as the 
case may be, shall be paid as provided in Section 4.2(a). Any conversion of benefit from one 
form to another pursuant to the provisions of this paragraph shall be subject to actuarial 
adjustment (as determined by the Administrative Committee in its complete and sole discretion) 
such that the Participant’s new benefit is the actuarial equivalent of the Participant’s remaining 
prior form of benefit. Payments pursuant to Participant’s new form of benefit shall be effective 
commencing with the first monthly payment for the month following the death of the annuitant.  

Notwithstanding any other provision of this Plan to the contrary, in the event of the divorce or 
legal separation of the Participant, the Participant’s election to have a Benefit Payout Alternative 
described in Section 4.2(b) or 4.2(c), with a survivor annuity for the benefit of the Participant’s 
former spouse as Beneficiary, shall, without any action by the Participant, be revoked, and the 
Participant’s benefit, or remaining benefit, under the Plan, as the case may be, shall be paid as 
provided in Section 4.2(a). In such event, the 10-Year period as described in Section 4.2(a) shall 
be the same 10-year period as if such form of benefit was the form of benefit originally selected 
and the expiration date of such period shall not be extended beyond its original expiration date. 
Payments pursuant to Participant’s new form of benefit shall be effective commencing with the 
first monthly payment following notice from the Participant to the Administrative Committee 
after the divorce (or legal separation) becomes final.  
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   4.3.5  Special Provisions for Lump Sum Benefit Election .  



A Participant who elects a lump sum benefit under Section 4.2(d) must, contemporaneous with 
such Lump Sum Benefit election, elect a specific number of year(s), not to exceed twenty (20) 
years, following his or her Termination of Employment upon which the lump sum benefit 
(including any interest accrued thereon) shall be distributed; provided, however ,  

The lump sum benefit payment schedule elected by a Participant in his or her Agreement must 
comply with the rules for payment schedules as adopted by the Administrative Committee (as 
determined by the Administrative Committee in its sole and absolute discretion), which, for 
example, may require payment of principal to be made no more frequently than once per 
calendar year.  
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   (a)  the Participant may not receive more than thirty percent (30%) of his or her lump 
sum benefit (excluding any interest thereon) until the third (3 rd ) anniversary of his 
or her Termination of Employment; provided , however , if the Participant is age 
sixty (60) or older as of his or her Termination of Employment, the Participant, if 
elected in his or her timely filed Agreement, may receive one hundred percent 
(100%) of his or her lump sum benefit upon the day that is six (6) months 
following his or her Termination of Employment if he or she agrees, in writing, 
substantially in the form provided in Attachment B, not to compete with an 
Employer Business within the meaning of Section 8.2 for a period of three (3) 
years from such Participant’s Termination of Employment and further agrees that 
if he or she fails to abide by such agreement, the non-compete agreement is 
challenged or the non-compete agreement is unenforceable, he or she shall forfeit 
all benefits hereunder and repay the lump sum benefit to AT&T; and  

   (b)  prior to distribution of the Participant’s lump sum benefit, interest on such lump 
sum benefit shall accrue and shall be added to the Participant’s lump sum benefit 
or distributed monthly, as elected by the Participant in his or her Agreement.  



If a Participant timely elected a lump sum benefit in his or her Agreement fails to timely elect a 
payment schedule or if such Participant’s elected payment schedule does not comply with the 
rules for payment schedules, (i) thirty percent (30%) of such Participant’s lump sum benefit 
shall be paid to the Participant upon the date that is six (6) months following the Participant’s 
Termination of Employment, and (ii) the remaining seventy percent (70%) shall be paid to the 
Participant on the third (3 rd ) anniversary of such Participant’s Termination of Employment.  

From and after a Participant’s Termination of Employment, the Administrative Committee shall 
maintain a lump sum benefit account balance on its books and records for each Participant who 
elected a lump sum benefit. During such period of time that all or any portion of a Participant’s 
lump sum benefit is not paid, interest shall be credited using the same methodology used by 
AT&T for financial accounting purposes using the GAAP Rate that was used to calculate such 
Participant’s lump sum benefit. Payments of principal and interest shall be deducted from the 
lump sum benefit account balance.  

A Participant whose employment has not terminated may change a prior distribution election at any time 
on or before December 31, 2007, provided, however, if the Participant’s employment terminates for any 
reason in the calendar year in which the new distribution election is filed, such new election shall be null 
and void. In the event the Participant’s new election is null and void, the Participant’s prior election 
shall apply. If there is no prior election, the Plan’s default distribution provisions shall apply.  

If a Participant who has commenced payment of his or her SERP benefit hereunder dies, his or her 
Beneficiary shall be entitled to receive the remaining SERP benefit in accordance with the Benefit 
Payout Alternative elected or deemed elected by the Participant.  
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   4.3.6  Lump Sum Benefit Account Balance .  

5  Death or Death or Disability Benefits .  

   5.1  Death Following Termination of Employment .  



If a Participant dies prior to his or her Termination of Employment, a pre-retirement death benefit will 
be calculated and paid as though the Participant had Retired (determined without regard to the 5 Years 
of Service requirement otherwise applicable to certain Participants age 55 or older) on the day prior to 
the date of death. The form of the pre-retirement death benefit shall be a Beneficiary Life Annuity (as 
such term is hereinafter described) based on the life expectancy of the Beneficiary; provided, however, 
if the Participant made and was eligible to receive a Lump Sum Benefit election as of his or her date of 
death, a Lump Sum Benefit (calculated in the manner described in this Section 5.2) shall be paid to the 
Participant’s Beneficiary. If paid as a Beneficiary Life Annuity based on the life of the Beneficiary, such 
benefit shall be the actuarially determined equivalent (as determined by the Administrative Committee 
in its complete and sole discretion) of the Life With 10-Year Certain Benefit that would have been paid 
to the Participant had he or she Retired on the day immediately prior to his or her death. For purposes of 
this Section 5.2, a Lump Sum Benefit shall be calculated in the same manner as provided in Section 4.2 
as if the Participant were alive; e.g., calculated as of the Participant’s death applying the Mortality 
Tables and the GAAP Rate, both as in effect as of the end of the calendar year immediately preceding 
the Participant’s death, but using the Participant’s age, Years of Service and other factors as of the 
Participant’s date of death.  

Upon a Participant’s Disability, the Participant will continue to accrue Years of Service during his or her 
Disability until the earliest of his or her:  

Upon the occurrence of either (a) Participant’s recovery from Disability prior to his or her Retirement 
Eligibility if Participant does not return to employment, or (b) Participant’s Retirement (determined 
without regard to the 5 Years of Service requirement otherwise applicable to certain Participants age 55 
or older), the Participant shall be entitled to receive a SERP Benefit as if he or she realized a 
Termination of Employment as of the date of such occurrence.  
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   5.2  Death Prior to Termination of Employment .  

   5.3  Disability .  

   (a)  Recovery from Disability,  

   (b)  Retirement (determined without regard to the 5 Years of Service requirement otherwise 
applicable to certain Participants age 55 or older), or  

   (c)  Death.  



For purposes of calculating the foregoing benefit, the Participant’s Final Average Earnings shall be 
determined using his or her Earnings history as of the date of his or her Disability.  

If a Participant who continues to have a Disability dies prior to his or her Retirement Eligibility (without 
regard to the 5 Years of Service requirement otherwise applicable to certain Participants age 55 or 
older), the Participant will be treated in the same manner as if he or she had died while in employment 
(See Section 5.2).  
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6.  Payment of Benefits .  

   6.1  Commencement of Payments .  

   (a)  Benefit payments shall commence pursuant to the Benefit Payout Alternative elected by 
the Participant in his or her Agreement on the date that is six (6) months following his or 
her Termination of Employment. If a Participant elected (or is deemed to have elected) an 
annuity form of benefit under Section 4.2(a), 4.2(b) or 4.2(c), the aggregate monthly 
amount that would be paid between the Participant’s Termination of Employment through 
the date that benefit payments actually commence, shall be paid in a lump sum on the date 
that benefit payments actually commence hereunder. In addition, during the period of time 
between a Participant’s Termination of Employment and the date that annuity payments 
hereunder actually commence, interest shall be credited on the withheld annuity amounts 
for such period of time that each annuity payment is withheld. The credited interest shall 
be paid in a lump sum on the date that payments hereunder actually commence. Interest 
shall be credited using the GAAP Rate in effect as of the end of the calendar year 
immediately preceding the Participant’s Termination of Employment.  

   (b)  Notwithstanding the designation of a specific date for payment of a distribution hereunder, 
commencement of payments under this Plan may be delayed for administrative reasons in 
the discretion of the Administrative Committee, but shall begin not later than sixty (60) 
days following the occurrence of an event which entitles a Participant (or a Beneficiary) to 
payments under this Plan.  



To the extent required by the law in effect at the time payments are made hereunder, any taxes required 
to be withheld by the Federal or any state or local government shall be withheld from payments made 
hereunder.  

All payments to be made under the Plan shall be made to the Participant during his or her lifetime, 
provided that if the Participant dies prior to the completion of such payments, then all subsequent 
payments under the Plan shall be made to the Participant’s Beneficiary or Beneficiaries.  

In the event of the death of a Participant, distributions/benefits under this Plan shall pass to the 
Beneficiary(ies) designated by the Participant in accordance with the this Plan and the Rules.  

No benefits shall be paid hereunder to the Participant or his or her Beneficiary except as specifically 
provided herein.  

Notwithstanding any election made by the Participant, the Administrative Committee in its sole 
discretion may pay any benefit in the form of a lump sum payment if the lump sum equivalent amount is 
or would be less than $10,000 when payment of such benefit would otherwise commence.  
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   6.2  Withholding; Unemployment Taxes .  

   6.3  Recipients of Payments; Designation of Beneficiary .  

   6.4  No Other Benefits .  

   6.5  Small Benefit .  

7.  Conditions Related to Benefits .  



The Administrative Committee shall be the sole administrator of the Plan and will, in its discretion, 
administer, interpret, construe and apply the Plan in accordance with its terms. The Administrative 
Committee shall further establish, adopt or revise such rules and regulations as it may deem necessary or 
advisable for the administration of the Plan. All decisions of the Administrative Committee shall be 
final and binding unless the Board of Directors should determine otherwise.  

Neither a Participant nor any other person shall acquire by reason of the Plan any right in or title to any 
assets, funds or property of any AT&T company whatsoever including, without limiting the generality 
of the foregoing, any specific funds or assets which AT&T, in its sole discretion, may set aside in 
anticipation of a liability hereunder, nor in or to any policy or policies of insurance on the life of a 
Participant owned by AT&T. No trust shall be created in connection with or by the execution or 
adoption of this Plan or any Agreement, and any benefits which become payable hereunder shall be paid 
from the general assets of AT&T. A Participant shall have only a contractual right to the amounts, if 
any, payable hereunder unsecured by any asset of AT&T.  

AT&T shall be responsible for the payment of all benefits provided under the Plan. At its discretion, 
AT&T may establish one or more trusts, for the purpose of providing for the payment of such benefits. 
Such trust or trusts may be irrevocable, but the assets thereof shall be subject to the claims of AT&T’s 
creditors. To the extent any benefits provided under the Plan are actually paid from any such trust, 
AT&T shall have no further obligation with respect thereto, but to the extent not so paid, such benefits 
shall remain the obligation of, and shall be paid by AT&T.  

Nothing herein shall constitute a contract of continuing employment or in any manner obligate any 
AT&T company to continue the service of a Participant, or obligate a Participant to continue in the 
service of any AT&T company and nothing herein shall be construed as fixing or regulating the 
compensation paid to a Participant.  
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   7.1  Administration of Plan .  

   7.2  No Right to AT&T Assets .  

   7.3  Trust Fund .  

   7.4  No Employment Rights .  

   7.5  Modification or Termination of Plan .  



This Plan may be modified or terminated at any time in accordance with the provisions of AT&T’s 
Schedule of Authorizations. A modification may affect present and future Eligible Employees. AT&T 
also reserves the sole right to terminate at any time any or all Agreements. In the event of termination of 
the Plan or of a Participant’s Agreement, a Participant shall be entitled to benefits hereunder, if prior to 
the date of termination of the Plan or of his or her Agreement, such Participant has attained 5 Years of 
Service, in which case, regardless of the termination of the Plan/Participant’s Agreement, such 
Participant shall be entitled to benefits at such time as provided in and as otherwise in accordance with 
the Plan and his or her Agreement, provided, however, Participant’s benefit shall be computed as if 
Participant had terminated employment as of the date of termination of the Plan or of his or her 
Agreement; provided further, however, Participant’s service subsequent to Plan/Agreement termination 
shall be recognized for purposes of reducing or eliminating the Age discount provided for by Section 3.1
(d). No amendment, including an amendment to this Section 7.5, shall be effective, without the written 
consent of a Participant, to alter, to the detriment of such Participant, the benefits described in this Plan 
as applicable to such Participant as of the effective date of such amendment. For purposes of this 
Section 7.5, an alteration to the detriment of a Participant shall mean a reduction in the amount payable 
hereunder to a Participant to which such Participant would be entitled if such Participant terminated 
employment at such time, or any change in the form of benefit payable hereunder to a Participant to 
which such Participant would be entitled if such Participant terminated employment at such time. Any 
amendment which reduces a Participant’s benefit hereunder to adjust for a change in his or her pension 
benefit resulting from an amendment to any company-sponsored defined benefit pension plan which 
changes the pension benefits payable to all employees, shall not require the Participant’s consent. 
Written notice of any amendment shall be given to each Participant.  

If at the time payments or installments of payments are to be made hereunder, a Participant or his or her 
Beneficiary or both are indebted to any AT&T company, then the payments remaining to be made to the 
Participant or his or her Beneficiary or both may, at the discretion of the Board of Directors, be reduced 
by the amount of such indebtedness; provided, however, that an election by the Board of Directors not 
to reduce any such payment or payments shall not constitute a waiver of such AT&T company’s claim 
for such indebtedness.  
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   7.6  Offset .  



In the event of a change in the employment status of a Participant to a status in which he is no longer an 
Eligible Employee, the Participant shall immediately cease to be eligible for any benefits under this Plan 
except such benefits as had previously vested. Only Participant’s Years of Service and Earnings history 
prior to the change in his employment status shall be taken into account for purposes of determining 
Participant’s vested benefits hereunder.  

Neither a Participant nor any other person shall have any right to commute, sell, assign, transfer, pledge, 
anticipate, mortgage or otherwise encumber, transfer, hypothecate or convey in advance of actual 
receipt of the amounts, if any, payable hereunder, or any part thereof, which are, and all rights to which 
are, expressly declared to be unassignable and non-transferable. No part of the amounts payable shall, 
prior to actual payment, be subject to seizure or sequestration for the payment of any debts, judgments, 
alimony or separate maintenance owed by a Participant or any other person, nor be transferable by 
operation of law in the event of a Participant’s or any other person’s bankruptcy or insolvency.  

Notwithstanding any other provision of this Plan, all benefits provided under the Plan with respect to a 
Participant shall be forfeited and canceled in their entirety if the Participant, without the consent of 
AT&T and while employed by AT&T or any subsidiary thereof or within three (3) years after 
termination of such employment, engages in competition with AT&T or any subsidiary thereof or with 
any business with which AT&T or a subsidiary or affiliated company has a substantial interest 
(collectively referred to herein as “Employer business”) and fails to cease and desist from engaging in 
said competitive activity within 120 days following receipt of written notice from AT&T to Participant 
demanding that Participant cease and desist from engaging in said competitive activity. For purposes of 
this Plan, engaging in competition with any Employer business shall mean engaging by the Participant 
in any business or activity in the same geographical market where the same or substantially similar 
business or activity is being carried on as an Employer business. Such term shall not include owning a 
nonsubstantial publicly traded interest as a shareholder in a business that competes with an Employer 
business. However, engaging in competition with an Employer business shall include representing or 
providing consulting services to, or being an employee of, any person or entity that is engaged in 
competition with any Employer business or that takes a position adverse to any Employer business. 
Accordingly, benefits shall not be provided under this Plan if, within the time period and without the 
written consent specified, Participant either engages directly in competitive activity or in any capacity in 
any location becomes employed by, associated with, or renders service to any company, or parent or 
affiliate thereof, or any subsidiary of any of them, if any of them is engaged in competition with an 
Employer business, regardless of the position or duties the Participant takes and regardless of whether or 
not the employing company, or the company that Participant becomes associated with or renders service 
to, is itself engaged in direct competition with an Employer business.  
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   7.7  Change in Status .  

8.  Miscellaneous .  

   8.1  Nonassignability .  

   8.2  Non-Competition .  



Any notice required or permitted to be given to the Administrative Committee under the Plan shall be 
sufficient if in writing and hand delivered, or sent by certified mail, to the principal office of AT&T, 
directed to the attention of AT&T’s Senior Executive Vice President responsible for Human Resources 
matters. Any notice required or permitted to be given to a Participant shall be sufficient if in writing and 
hand delivered, or sent by certified mail, to Participant at Participant’s last known mailing address as 
reflected on the records of his or her employing company or the company from which the Participant 
incurred a Termination of Employment, as applicable. Notice shall be deemed given as of the date of 
delivery or, if delivery is made by mail, as of the date shown on the postmark or on the receipt for 
certification.  

In the event any provision of this Plan is held invalid, void or unenforceable, the same shall not affect, 
in any respect whatsoever, the validity of any other provision of this plan.  

This Plan shall be governed and construed in accordance with the laws of the State of Texas to the 
extent not preempted by the Employee Retirement Income Security Act of 1974, as amended, and 
regulations thereunder (“ERISA”).  

The Plan provisions in effect upon a Participant’s Termination of Employment shall govern the 
provision of benefits to such Participant.  
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   8.3  Notice .  

   8.4  Validity .  

   8.5  Applicable Law .  

   8.6  Plan Provisions in Effect Upon Termination of Employment .  



SUPPLEMENTAL EMPLOYEE RETIREMENT PLAN AGREEMENT  
   

THIS AGREEMENT is made and entered into at San Antonio, Texas as of this _____ day of 
_______________, by and between AT&T Inc. (“AT&T”) and __________ (“ Participant”).  

WHEREAS, AT&T has adopted the 2005 AT&T Supplemental Employee Retirement Plan (the 
“Plan”); and  

WHEREAS, the Participant has been determined to be eligible to participate in the Plan; and  

WHEREAS, the Plan requires that an agreement be entered into between AT&T and Participant 
setting out certain terms and benefits of the Plan as they apply to the Participant;  

NOW, THEREFORE, AT&T and the Participant hereby agree as follows:  

This Agreement supersedes all prior Supplemental Employee Retirement Plan Agreements 
between AT&T and Participant, and any amendments thereto, and shall inure to the benefit of, and be binding 
upon, AT&T, its successors and assigns, and the Participant and his or her Beneficiaries.  

   
1  

   1.  The Plan is hereby incorporated into and made a part of this Agreement as though set forth 
in full herein. The parties shall be bound by, and have the benefit of, each and every 
provision of the Plan as set forth in the Plan.  

   2.  The Participant was born on ___________, and his or her present employment began on 
_____________,  

   3.  The Participant’s “Retirement Percent” which is described in the Plan shall be ________ 
percent (__%)  

   4.  Election as to Form of Benefits . The Participant elects the Benefit Payout Alternative as 
shown on the 2005 Supplemental Employee Retirement Plan (SERP) Benefit Election 
form attached hereto and incorporated herein for all purposes (the “Form”). The 
Participant’s election in the Form is irrevocable, and the Participant’s election will control 
the distribution of benefit under the Plan. If the Participant has not elected a Benefit 
Payout Alternative in the Form, the Participant’s form of benefit under the Plan shall be 
the Life With 10-Year Certain Benefit.  



IN WITNESS WHEREOF, the parties hereto have signed and entered into this Agreement on 
and as of the date first above written.  

   
   
AT&T INC.:  
   
   
   
By: ___________________________________  
      Senior Executive Vice President-Human Resources  
      and Communications  
   
   
PARTICIPANT:  
   
   
____________________________________________________________________________  
   

   
2  



Due Date:  

(11/05) 
Supplemental Employee Retirement Plan (SERP) Benefit Election Payout Form  

Payment Election  

   

   

I hereby elect the following form of benefit for my SERP benefit in accordance with and subject to the terms of 
the Plan:  

Default Distribution: If a valid payment election is not on file, the form for payment of your benefit 
shall be the Life with 10-Year Certain Benefit.  

If I elected a lump sum payment, above (option 1(d)) and I am NOT age 55 or over at my Termination of 
Employment, I hereby elect the following form of benefit for my SERP benefit in accordance with and subject 
to the terms of the Plan:  

You may elect to receive between 0% and 30% of your lump sum benefit six months following your 
Termination of Employment, and the remainder at any time up to the twentieth (20 th ) anniversary of your 
Termination of Employment. Please indicate below the portion of your lump sum that you wish to receive six 
months following your Termination of Employment:  

I wish to receive _______% (not more than 30%) six months following my Termination of Employment.  
   
Any portion of your unpaid balance will accrue interest. Complete Section 4.  
   
Additional Lump Sum Election if I Retire at age 60 or Older  
( I wish to receive 100% of my lump sum benefit six months following my retirement at age 60 or older and 
agree in writing, by signing Attachment B provided as part of this election, not to compete with an Employer 
Business within the meaning of Section 8.2 of the Plan for a period of three (3) years from my Termination of 
Employment.  

Complete and Sign Attachment B and Complete Section 5.  

   

Please indicate how you would like your unpaid balance distributed.  
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  Form SERP-4 

Name:  Social Security Number:  

1. Form of Payment     

a.  ____Life with 10-Year Certain Benefit. Complete Section 5.  
b.  ____Joint and 100% Survivor Benefit. Complete Section 5.  
c.  ____Joint and 50% Survivor Benefit. Complete Section 5.  
d.  ____Lump Sum. Complete Sections 2, 3, 4, & 5. (Only available if age 55 or older at termination of  

          employment).  

2. Default Form of Payment if Lump Sum Elected but Termination of Employment Prior to 
Attaining Age 55  

   

a.  ____ Life with 10-Year Certain Benefit. Complete Section 5.  
b.  ____ Joint and 100% Survivor Benefit. Complete Section 5.  
c.  ____ Joint and 50% Survivor Benefit. Complete Section 5.  

3. Amount of Lump Sum Benefit Paid Upon Termination of Employment     

4. Distribution Election for Unpaid Lump Sum and Accrued Interest (“ Unpaid Balance” )  

   •  Complete Section 4a if you wish to receive monthly interest only payments. You must also complete 
Section 4b to elect how to receive your remaining deferred balance.  

   •  Complete Section 4b to specify distribution of your unpaid balance. You may not elect to receive 
more than 30% of your SERP benefit prior to the third anniversary of your termination of 
employment.  

   •  The unpaid balance must be distributed no later than the 20th anniversary of your retirement.  



Please distribute interest on my unpaid balance, paid monthly commencing  
______________(month/year) through ______________(month/year); provided, however, no 
distributions will be made prior to the 6 month anniversary of my termination of employment.  
Note: Also complete Section 4b to elect payment of unpaid balance.  

Please make an annual payment of my unpaid balance on March 1 st of each year paid for ________ 
(insert number from 1 through 20) year(s) commencing ___________(insert year). Please choose one 
distribution method as follows:  

Note: You may not request more than 30% of your lump sum within 36 months following retirement.  
Complete Section 5.  

I hereby authorize and make the above elections.  

Please return to Executive Compensation Staff  
175 E. Houston, 3-N-1, San Antonio, Texas 78205  
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   •  If applicable, the dates you complete in Section a and b cannot overlap.  
a.  Interest Paid Monthly  

b.  Ratable Distribution Over a Period of Years  

   [ ]  Paid ratably for the period(s) selected in 4b. (e.g. 1/20 th , 1/19 th , 1/18 th .... assuming payment is 
requested over 20 years).  

   [ ]  Paid in equal annual installments for the period(s) selected in 4b.  

5. Authorization     

Signature  Date  



LUMP SUM DISTRIBUTION AGREEMENT  
   

This Lump Sum Distribution Agreement is made as of the ____ day of ______________, 2004 by and 
between AT&T Inc. (“AT&T” or the “Company”) and [NAME OF PARTICIPANT] . Unless otherwise 
indicated herein, capitalized words used herein shall have the same meaning ascribed to such words in the 2005 
Supplemental Employee Retirement Plan (the “Plan” or “SERP”).  

WHEREAS, [NAME OF PARTICIPANT] is a Participant in the Plan, which is sponsored by the 
Company;  

WHEREAS, pursuant to the Plan, [NAME OF PARTICIPANT] executed an Agreement, governing 
[NAME OF PARTICIPANT] ’s benefits in the Plan;  

WHEREAS, [NAME OF PARTICIPANT] ’s Agreement provides for the distribution of [his/her] 
benefits in the form of a lump sum, payable one hundred percent (100%) upon the six (6) month anniversary of 
[his/her] Termination of Employment provided that [NAME OF PARTICIPANT] is age sixty (60) or older as 
of the date of [his/her] Termination of Employment and [NAME OF PARTICIPANT] agrees not to compete 
with an Employer Business;  

WHEREAS, [NAME OF PARTICIPANT] is age sixty (60) or older as of the date of [his/her] 
Termination of Employment;  

NOW, THEREFORE, the parties hereto, for good and valuable consideration, the sufficiency of which 
is hereby acknowledged, hereby agree as follows:  
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   1.  Company shall pay to [NAME OF PARTICIPANT] [his/her] benefits under the Plan in the form of 
a lump sum distribution, one hundred percent (100%) of which shall be paid upon the six (6) month 
anniversary of [NAME OF PARTICIPANT] ’s Termination of Employment.  

   2.  [NAME OF PARTICIPANT] acknowledges and agrees that [he/she] shall forfeit and repay 
[his/her] SERP benefit, in its entirety, if [he/she] , without the written consent of Company, within 
three (3) years after Termination of Employment, engages in competition with AT&T or with any 
business with which AT&T or a subsidiary of AT&T or an affiliated company has a substantial 
interest (collectively referred to herein as “Employer business”) and fails to cease and desist from 
engaging in said competitive activity within 120 days following receipt of written notice from 
Company demanding that [he/she] cease and desist from engaging in said competitive activity. For 
purposes of this Lump Sum Distribution Agreement, engaging in competition with any Employer 
business shall mean [NAME OF PARTICIPANT] ’s engaging in any business or activity in the 
same geographical market where the same or substantially similar business or activity is being carried 
on as an Employer business. Such term shall not include owning a nonsubstantial publicly traded 
interest as a shareholder in a business that competes with an Employer business. However, it is hereby 
specifically agreed that engaging in competition with an Employer business shall include representing 
or providing consulting services to, or being an employee of, any person or entity that is engaged in 
competition with any Employer business or that takes a position adverse to any Employer business. 
[NAME OF PARTICIPANT] hereby specifically agrees not to  



engage in any such conduct. [NAME OF PARTICIPANT] also specifically agrees that a breach of 
this provision would result if, within the time period and without the written consent specified, 
[NAME OF PARTICIPANT] either engages directly in competitive activity or in any capacity in 
any location becomes employed by, associated with, or renders service to any company, or parent or 
affiliate thereof, or any subsidiary of any of them, if any of them is engaged in competition with an 
Employer business, regardless of the position or duties [NAME OF PARTICIPANT] takes and 
regardless of whether or not the employing company, or the company that [NAME OF 
PARTICIPANT] becomes associated with or renders service to, is itself engaged in direct 
competition with an Employer business.  
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   3.  [NAME OF PARTICIPANT] may submit a description of any proposed activity in writing to 
AT&T and AT&T shall advise [NAME OF PARTICIPANT] in writing within ten business days 
whether such proposed activity would constitute engaging in competition with an Employer business, 
within the meaning of this Lump Sum Distribution Agreement.  

   4.  It is hereby specifically agreed that the terms of this Lump Sum Distribution Agreement shall be kept 
strictly confidential and that neither party shall, except as necessary for performance of the terms 
hereof or as specifically required by law, disclose the existence of this Lump Sum Distribution 
Agreement or any of its terms to third persons without the express consent of the other party.  

   5.  [NAME OF PARTICIPANT] agrees that for any breach or threatened breach of any of the 
provisions of this Lump Sum Distribution Agreement by [NAME OF PARTICIPANT] , the 
Company shall have no adequate legal remedy, and in addition to any other remedies available, a 
restraining order and/or an injunction may be issued against [NAME OF PARTICIPANT] to 
prevent or restrain any such breach, in addition to any other rights the Company may have.  

   6.  Any notice required hereunder to be given by either party will be in writing and will be deemed 
effectively given upon personal delivery to the party to be notified, or five (5) days after deposit with 
the United States Post Office by certified mail, postage prepaid, to the other party at the address set 
forth below, or to such other address as either party may from time to time designate by ten (10) days 
advance written notice pursuant to this Paragraph.  

   7.  In the event any provision of this Lump Sum Distribution Agreement is held invalid, void, or 
unenforceable, the same shall not affect in any respect whatsoever the validity of any other provision 
of this Lump Sum Distribution Agreement, except that should any part of the non-compete provisions 
of Paragraph 2 of this Agreement be held invalid, void, or unenforceable as applicable to and as 
asserted by [NAME OF PARTICIPANT] , this Lump Sum Distribution Agreement, at the 
Company’s option, may be declared by the Company null and void. If this Lump Sum Distribution 
Agreement is declared null and void by Company pursuant to the provisions of this Paragraph, 
[NAME OF PARTICIPANT] shall return to  



Company all consideration previously received pursuant to this Lump Sum Distribution Agreement.  

AT&T Inc.  

   
   
______________________________________         ____________________________________  

       ___________________________________  

   
____________________________________               ___________________________________  
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By: ___________________________________  [NAME OF PARTICIPANT]  

   175 E. Houston, Suite  
   San Antonio, Texas 78205  

   Date  Date  



Exhibit 10-hh 
   

AT&T CORP.  
SENIOR MANAGEMENT INCENTIVE AWARD DEFERRAL PLAN  

(as amended September 18, 2006)  
   

1. ELIGIBILITY  
   

Any Senior Manager (as defined in the AT&T 1997 Long Term Incentive Program [the "1997 Plan"]) 
of AT&T Corp. ("AT&T") or an Affiliate (as defined in the 1997 Plan) who is eligible for an award under the 
AT&T Short Term Incentive Plan (the "Short Term Incentive Plan") and/or who has been granted a 
Performance Award or a Stock Unit Award under the AT&T Senior Management Long Term Incentive Plan 
(the "Long Term Incentive Plan") the 1987 Long Term Incentive Plan (the "1987 Plan") or the 1997 Plan shall 
be eligible to participate in this AT&T Senior Management Incentive Award Deferral Plan (the "Plan"). For 
purposes of the Plan, AT&T and any Affiliate shall be referred to as a "Participating Company". Prior to 
January 1, 1984, the Plan was named the Bell System Senior Management Incentive Award Deferral Plan.  

   
2. PARTICIPATION  
   

(a) Prior to the beginning of any calendar year, any Senior Manager may elect to participate in the 
Plan by directing that (i) all or part of an award under the Short Term Incentive Plan, or a Performance Award 
or a Stock Unit Award under the Long Term Incentive Plan, the 1987 Plan or the 1997 Plan and/or (ii) all or 
part of the dividend equivalent payments under the Long Term Incentive Plan, the 1987 Plan or the 1997 Plan, 
that such employee's Participating Company would otherwise pay currently to such employee in such calendar 
year, shall be credited to a deferred account subject to the terms of the Plan. However, in no event shall the part 
of an award under any plan credited during any calendar year be less than $1,000 (based on a valuation at the 
time the award would otherwise be paid). There shall be no such minimum limitation on amounts credited 
during any calendar year that are related to dividend equivalent payments.  

   
In addition, prior to the beginning of any calendar year, any Senior Manager may elect to participate in 

the Plan by directing that all or part of the compensation related to the exercise (more than six months following 
such election and prior to the employee's retirement or other termination of employment) of an Option awarded 
under the 1987 Plan or the 1997 Plan shall be credited to a deferred account subject to the terms of the Plan. 
The exercise of an Option shall be considered as an exercise described in the preceding sentence only if the 
exercise would otherwise satisfy the requirements for a stock-for-stock exercise under the stock option award 
agreement pertaining to such Option.  

   
In addition, prior to the beginning of any calendar year, the Chairman of the Board and any other 

Senior Manager designated by the Chairman of the Board may elect to participate in the Plan by directing that 
all or part of such Senior Manager's salary that such employee's Participating Company would otherwise pay 
currently to such employee in such calendar year shall be credited to a deferred account subject to the terms of 
the Plan.  

   



In addition, provided such participation shall have been approved by the Compensation and Employee 
Benefits Committee of the AT&T Board of Directors (the "Committee"), prior to the beginning of any calendar 
year, any Senior Manager may elect to participate in the Plan as to other awards under the 1987 Plan or 1997 
Plan, or other amounts of compensation of such Senior Manager, by directing that all or part of such awards or 
compensation that such Senior Manager's Participating Company would otherwise pay currently to such Senior 
Manager in such calendar year be credited to a deferred account subject to the terms of the Plan.  

   
(b) Such an election to participate in the Plan shall be in the form of a document executed by the 

employee and filed with the employee's Participating Company. An election related to awards, dividend 
equivalent payments, salary and/ or other compensation otherwise payable currently in any calendar year shall 
become irrevocable on the last day prior to the beginning of such calendar year.  

   
(c) Notwithstanding anything to the contrary contained in this Section 2, in the case of a Senior 

Manager who is newly eligible to participate in the Plan, or in the case of any Senior Manager with respect to 
awards or compensation newly eligible to be deferred under the Plan, a deferral election may be made with 
respect to compensation otherwise receivable in the same calendar year and subsequent to such election, 
provided such election is made within ninety (90) days of such eligibility.  

   
(d) Notwithstanding anything in this Plan to the contrary, there shall be no additional deferrals under 

Section 2 or Section 3(b)(iii) credited to a deferred account after December 31, 2006.  

3. DEFERRED ACCOUNTS  
   

(a) (i) Except as provided in Section 3(b)(iii), deferred amounts related to awards, dividend equivalent 
payments which would otherwise have been distributed in cash by a Participating Company and deferred 
amounts related to salary and/or other cash compensation shall be credited to the employee's account and shall 
bear interest from the date the awards, dividend equivalent payments, salary and/or other cash compensation 
would otherwise have been paid. The interest credited to the account will be compounded at the end of each 
calendar quarter, and the annual rate of interest applied at the end of any calendar quarter shall be determined by 
the Committee from time to time, provided however, that the interest rate to be applied, for any subsequent 
quarter, to an employee's (or former employee's) deferred account balance as of December 31, 1998, plus any 
additions to such account after December 31, 1998 that result from deferral elections made by an employee 
prior to December 31, 1998, (reduced by any distributions attributable to such account balance) shall not be less 
than the applicable 10 Year U.S. Treasury Note Rate for the prior calendar quarter, plus five (5) percent.  

   
(ii) Furthermore, if an employee made an election described in Section 2, which election was 

effective on December 31, 1983, then such employee's account shall also be credited during 1984 with an 
amount equal to the deferred amounts which would have been credited to the employee's account during 1984 
had the company which employed the employee on December 31, 1983 continued to be a Participating 
Company during 1984, and such amount shall bear interest in accordance with (a)(i) above from the date such 
amount would have been credited had such company continued to be a Participating Company during 1984.  



   
(b)(i) Deferred amounts related to awards that would otherwise have been distributed in AT&T 

common shares by a Participating Company shall be credited to the employee's account as deferred AT&T 
shares. Furthermore, if an employee made an election described in Section 2, which election was effective on 
December 31, 1983, then such employee's account shall also be credited during 1984 with the deferred AT&T 
shares which would have been credited to the employee's account had the company which employed the 
employee on December 31, 1983 continued to be a Participating Company in the Plan and in the Long Term 
Incentive Plan during 1984.  

   
(ii) Deferred amounts related to the compensation on the exercise of an Option also shall be credited 

to the employee's account as deferred AT&T shares. The number of deferred AT&T shares credited under the 
preceding sentence shall equal the number of additional AT&T shares the employee would have received on the 
actual stock-for-stock exercise of such Option.  

   
(iii) Prior to the beginning of any calendar year, the Chairman of the Board and any other Senior 

Manager designated by the Chairman of the Board may elect that deferred amounts related to dividend 
equivalent payments, which would otherwise have been distributed in cash by a Participating Company during 
such calendar year, shall be credited to the employee's account as deferred AT&T shares. The number of 
deferred AT&T shares credited, with respect to each dividend equivalent, shall be determined in accordance 
with the conversion formula set forth in the following paragraph, as if such dividend equivalent were the 
amount to be converted to a number of additional deferred AT&T shares.  

   
(iv) The employee's account shall also be credited on each dividend payment date for AT&T shares 

with an amount equivalent to the dividend payable on the number of AT&T common shares equal to the 
number of deferred AT&T shares in the employee's account on the record date for such dividend. Such amount 
shall then be converted to a number of additional deferred AT&T shares determined by dividing such amount 
by the price of AT&T common shares, as determined in the following sentence. The price of AT&T common 
shares related to any dividend payment date shall be the average of the daily high and low sale prices of AT&T 
common shares on the New York Stock Exchange ("NYSE") for the period of five trading days ending on such 
dividend payment date, or the period of five trading days immediately preceding such dividend payment date if 
the NYSE is closed on the dividend payment date.  

   
(c) In the event of any change in outstanding AT&T common shares by reason of any stock dividend 

or split, recapitalization, merger, consolidation, combination or exchange of shares or other similar corporate 
change, the Committee shall make such adjustments, if any, that it deems appropriate in the number of deferred 
AT&T shares then credited to employees' accounts. Any and all such adjustments shall be conclusive and 
binding upon all parties concerned.  

   
4. DISTRIBUTION  
   

(a) At the time an eligible employee makes an election to participate in the Plan, the employee shall 
also make an election with respect to the distribution (during the employee's lifetime or in the event of the 
employee's death) of the amounts credited to the employee's deferred account. Such an election related to the 
distribution during the employee's lifetime, of amounts otherwise payable currently in any calendar year, shall 
become irrevocable on the last day prior to the beginning of such calendar year.  



   
The election related to the distribution in the event of the employee's death, including the designation 

of a beneficiary or beneficiaries, may be changed by the employee at any time by filing the appropriate 
document with the Secretary of the Company.  

   
Amounts credited as cash plus accumulated interest shall be distributed in cash; amounts credited as 

deferred AT&T shares shall be distributed in the form of an equal number of AT&T shares.  
   
(b)(i) With respect to amounts related to deferred cash credited to the employee's account under 

Section 3(a), and to deferred AT&T shares credited to the employee's account under Section 3 (b)(i) or (iii), an 
employee may elect to receive such amounts in one payment or in some other number of approximately equal 
annual installments (not exceeding 20), provided however, that the number of annual installments may not 
extend beyond the life expectancy of the employee, determined as of the date the first installment is paid. The 
employee's election shall also specify that the first installment (or the single payment if the employee has so 
elected) shall be paid either (1) as soon as practicable after the first day of the calendar quarter next following 
the end of the month in which the employee attains the age specified in such election, which age shall not be 
earlier than age 55 or later than age 70-1/2, or (2) as soon as practicable after the first day of the calendar 
quarter next following the end of the month in which the employee retires from a Participating Company or 
otherwise terminates employment with a Participating Company (except for a transfer to another Participating 
Company); provided, however, that the Committee may, in its sole discretion, direct that the first installment (or 
the single payment) shall be paid on the first day of the first calendar quarter in the calendar year next following 
the year of retirement or other termination of employment. In addition any Senior Manager eligible to defer 
salary may specify that the first installment (or the single payment if the employee has so elected) shall be paid 
as soon as practicable after the first day of the first calendar quarter in the calendar year next following the 
calendar year in which the employee retires from a Participating Company or otherwise terminates employment 
with a Participating Company (except for a transfer to another Participating Company).  

   
(ii) With respect to deferred AT&T shares credited to the employee's account under Section 3(b)(ii), 

an employee may elect to receive the deferred AT&T shares in one payment or in some other number of 
approximately equal annual installments (not exceeding 20), provided however, that the number of annual 
installments may not extend beyond the life expectancy of the employee, determined as of the date the first 
installment is paid. The employee's election shall also specify that the first installment (or the single payment if 
the employee has so elected) shall be paid as soon as practicable after the first day of the calendar quarter next 
following the later of (1) the end of the month that is five years following the month in which the related 
deferred AT&T shares were initially credited, and (2)(A) the end of the month in which the employee attains 
the age specified in such election, which age shall not be earlier than age 55 or later than age 70-1/2, or (B) the 
end of the month in which the employee retires from a Participating Company or otherwise terminates 
employment with a Participating Company (except for a transfer to another Participating Company); provided, 
however, that the Committee may, in its sole discretion, direct that the first installment (or the single payment) 
shall be paid on  



the first day of the first calendar quarter in the calendar year next following the year of retirement or other 
termination of employment.  
   

(c) Notwithstanding an election pursuant to Paragraph (b) of this Section 4, the entire amount then 
credited to an employee's account shall be paid immediately in a single payment (1) if the employee is 
discharged for cause by his or her Participating Company, (2) if the such Participating Company determines that 
the employee engaged in misconduct in connection with the employee's employment with the Participating 
Company, (3) if the employee without the consent of his or her Participating Company, while employed by such 
Participating Company or after the termination of such employment, establishes a relationship with a competitor 
of the Company or engages in activity which is in conflict with or adverse to the interest of the Company as 
determined under the AT&T Non-Competition Guideline, or (4) the employee becomes employed by a 
governmental agency having jurisdiction over the activities of a Participating Company or any of its 
subsidiaries.  

   
(d) An employee may elect that, in the event the employee should die before full payment of all 

amounts credited to the employee's account, the balance of the deferred amounts shall be distributed in one 
payment or in some other number of approximately equal annual installments (not exceeding 10) to the 
beneficiary or beneficiaries designated in writing by the employee, or if no designation has been made, to the 
estate of the employee. The first installment (or the single payment if the employee has so elected) shall be paid 
on the first day of the calendar quarter next following the month of death; provided, however, that the 
Committee may, in its sole discretion, direct that the first installment (or the single payment) shall be paid on 
the first day of the first calendar quarter in the calendar year next following the year of death.  

   
(e) Installments subsequent to the first installment to the employee, or to a beneficiary or to the 

employee's estate, shall be paid on the first day of the applicable calendar quarter in each succeeding calendar 
year until the entire amount credited to the employee's deferred account shall have been paid. Deferred amounts 
held pending distribution shall continue to be credited with interest or additional deferred AT&T shares, as 
applicable, determined in accordance with Section 3(a) and (b).  

   
(f) In the event an employee, or the employee's beneficiary after the employee's death, incurs a severe 

financial hardship, the Committee, in its sole discretion, may accelerate or otherwise revise the payment 
schedule from the employee's account to the extent reasonably necessary to eliminate the severe financial 
hardship. For the purpose of this subsection (f), a severe financial hardship must have been caused by an 
accident, illness, or other event beyond the control of the employee or, if applicable, the beneficiary.  

   
(g) The obligation to make a distribution of deferred amounts credited to an employee's account 

during any calendar year plus the additional amounts credited on such deferred amounts pursuant to Section 3
(a) and (b) shall be borne by the Participating Company which otherwise would have paid the related award or 
salary currently. However, the obligation to make distribution with respect to deferred amounts which are 
related to amounts credited to an employee's account under Section 3(a)(ii) and under the second sentence of 
Section 3(b)(i), and with respect to which no Participating Company would otherwise have paid the related 
award currently, shall be borne by the Participating Company which employed the employee on January 1, 
1984.  



   
(h) Nothwithstanding any provision to the contrary, the amount credited to an employee’s account 

shall be reduced by the amount specified in an Election to Forego Compensation Form executed by the 
employee under the AT&T Corp. Estate Enhancement Program, and the reduction shall be effective as of the 
effective date of such election.  

   
5. MISCELLANEOUS  
   

(a) The deferred amounts shall be held in the general funds of the Participating Companies. The 
Participating Companies shall not be required to reserve, or otherwise set aside, funds for the payment of such 
amounts.  

   
(b) The rights of an employee to any deferred amounts plus the additional amounts credited pursuant 

to Section 3(a) and (b) shall not be subject to assignment by the employee.  
   
(c) The Executive Vice President - Human Resources of AT&T shall have the authority to administer 

the Plan.  
   
(d) The Committee may at any time amend the Plan or terminate the Plan, but such amendment or 

termination shall not adversely affect the rights of any employee, without his or her consent, to any benefit 
under the Plan to which such employee may have previously become entitled prior to the effective date of such 
amendment or termination. The Executive Vice President - Human Resources of AT&T with the concurrence of 
the General Counsel of AT&T shall be authorized to make minor or administrative changes to the Plan, as well 
as amendments required by applicable federal or state law (or authorized or made desirable by such statutes).  
   
   
   



Exhibit 10-kk 
BELLSOUTH CORPORATION  

EXECUTIVE INCENTIVE AWARD DEFERRAL PLAN  
   

(as amended and restated effective September 23, 1996)  
   
SECTION 1. STATEMENT OF PURPOSE  
   

The purpose of the Executive Incentive Award Deferral Plan is to permit the deferral of all or a portion of 
an Executive's Short and/or Long Term Incentive Awards. The objective of the Plan is to provide a means of 
postponing the receipt of income until some future time (e.g., retirement, etc.). Notwithstanding the foregoing, 
no deferrals will be permitted under this Plan with respect to awards for services performed in years after 1997. 
The Plan also provides for certain additional payments in recognition of reduced company matching 
contributions to Savings Plans on behalf of Executives under circumstances described herein.  
   
SECTION 2. DEFINITIONS  
   
1. The word "Plan" shall mean the BellSouth Corporation Executive Incentive Award Deferral Plan.  
   
2. The word "Company" shall mean the BellSouth Corporation, or its successors.  
   
   
3. The words "Chairman of the Board," "President" and "Board of Directors" or "Board" shall mean the 
Chairman of the Board of Directors, President and Board of Directors, respectively, of the Company.  
   
4. The term "Executive" or "eligible employee" shall mean an employee of the Company (or a participating 
subsidiary of the Company) who holds a position which the Board of Directors has designated to be within that 
company's Executive Management Group.  
   
SECTION 3. ADMINISTRATION  
   
1. The senior Human Resources officer of the Company (the "Responsible Officer") shall be responsible for 
administration of the Plan.  
   
2. The Responsible Officer shall have the exclusive responsibility and complete discretionary authority to 
control the operation and administration of the Plan, with all powers necessary to properly carry out such 
responsibility, including without limitation the power (i) to interpret the terms of the Plan including the power 
to construe ambiguous or uncertain terms, (ii) to establish reasonable procedures with which participants must 
comply to exercise any right established under the Plan, (iii) to determine status, coverage and eligibility for, 
and the amount of, benefits, (iv) to resolve all questions that arise in the operation and administration of the 
Plan, and (v) to delegate his responsibilities hereunder to any person or entity. All actions or determinations of 
the Responsible Officer (or his delegate) shall (subject to Section 3.3) be final, conclusive and binding on all 
persons. The rights and duties of participants and other persons and entities are subject to, and governed by, 
such acts of administration, interpretations, procedures, and delegations.  
   
3. Claims for benefits under the Plan may be filed with the Responsible Officer (or his delegate) on forms or in 
such other written documents as the Responsible Officer may prescribe. The Responsible Officer shall furnish 
to the claimant written notice of the disposition of a claim within 90 days after the application therefor is filed. 
In the event the claim is denied, the notice of the disposition of the claim shall provide the specific reasons for 
the denial, citations of the pertinent provisions of the Plan, and where appropriate an explanation as to how the 
claimant can perfect the claim and/or submit the claim for review.  



   
Any eligible employee who has been denied a benefit shall be entitled, upon request to the Responsible 

Officer, to appeal the denial of the claim. The claimant (or his duly authorized representative) may review 
pertinent documents related to the Plan and in the Responsible Officer's possession in order to prepare the 
appeal. The request for review, together with written statement of the claimant's position must be filed with the 
Responsible Officer no later than 60 days after receipt of the written notification of denial of a claim provided 
for in the preceding paragraph. The Responsible Officer's decision shall be made within 60 days following the 
filing of the request for review. If unfavorable, the notice of the decision shall explain the reasons for denial and 
indicate the provisions of the Plan or other documents used to arrive at the decision.  
   
SECTION 4. BENEFITS  
   
1. ELIGIBILITY  
   

An employee of the Company or a subsidiary of the Company which shall have elected to participate in the 
Plan (each such company sometimes being referred to herein as a "Participating Company") who is eligible for 
an award under his company's Short Term Incentive Plan and/or who has been granted an award under the 
BellSouth Corporation Executive Long Term Incentive Plan shall be eligible to participate in the Plan. In 
addition, each person who is a "Participant" as that term is defined in Section 4A.2 of the Plan shall be eligible 
for benefits as described in Section 4A.  
   
2. PARTICIPATION  
   

(a) Prior to the beginning of any calendar year, an eligible employee may elect to participate in the Plan 
by directing that all or part of the awards under his company's Short Term Incentive Plan and/or under the 
BellSouth Corporation Executive Long Term Incentive Plan which the employee's company would otherwise 
pay currently to the employee in which calendar year and subsequent calendar years shall be credited to a 
deferred account subject to the terms of the Plan. In no event, however, shall the part of an award under either 
plan credited to a deferred account subject to the terms of the Plan. In no event, however, shall the part of an 
award under either plan credited during any calendar year be less than $1,000 (based on a valuation at the time 
the award would otherwise be paid).  
   

(b) Such an election to participate in the Plan shall be in the form of a document executed by the 
employee and filed with the employee's company. An election related to awards otherwise payable currently in 
any calendar year shall become irrevocable on the last day prior to the beginning of the preceding calendar year. 
   

(c) An election shall continue until the employee terminates or modifies such election by written notice, 
or until the employee ceases to be employed by his company (other than a transfer to another company whose 
employees are eligible to participate in the Plan), in which case the employee shall be considered to have 
terminated the election. Any such termination or modification shall become effective as of the end of the 
calendar year in which such notice is given with respect to all awards for which irrevocable elections regarding 
deferral have not been made.  
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(d) An eligible employee who has filed a termination of election may thereafter again file an election to 
participate with respect to awards otherwise payable in calendar years subsequent to the filing of such election.  
   

(e) For the purpose of this Section 4, an election made by an eligible employee under the comparable 
provisions of the predecessor Bell System Senior Management Incentive Award Deferral Plan ("the Predecessor 
Plan") shall be considered as an election made under this Section 4, and the reference to short term incentive 
awards in such an election under the Predecessor Plan shall be considered to refer to awards under the Short 
Term Incentive Plan of any company participating in this Plan, and the reference to long term incentive awards 
in such an election shall be considered to refer to awards under the BellSouth Corporation Long Term Incentive 
Plan.  
   
3. DEFERRED ACCOUNTS  
   

(a) Deferred amounts related to awards which would otherwise have been distributed in cash by a 
Participating Company shall be credited to the employee's account either (i) as cash, as described in Section 4.3
(b), or (ii) as deferred Company shares, as described in Section 4.3(c), as elected by the employee in the 
election form described in Section 4.2(b). Deferred amounts related to awards which would otherwise have 
been distributed in Company common shares by a Participating Company shall be credited to the employee's 
account as deferred Company shares, as described in Section 4.3(c). The crediting of deferred amounts to an 
employee's account either as cash or deferred Company shares shall be for the sole purpose of determining the 
rate of return to be credited to the employee's account, and shall not be treated or interpreted in any manner 
whatsoever as a requirement or direction to actually invest assets in Company shares or any other investment 
media. The Plan, as an unfunded, nonqualified deferred compensation plan, shall not have any actual 
investment of assets relative to the benefits or accounts hereunder.  
   

(b) Deferred amounts credited to the employee's account as cash shall bear interest from the date the 
awards would otherwise have been paid. The interest credited to the account will be compounded at the end of 
each calendar quarter, and the annual rate of interest applied at the end of any calendar quarter shall be 
determined by the Board of Directors from time to time. In addition, if the employee's account under the 
Predecessor Plan has been transferred to an account under this Plan as of January 1, 1984 effective date of this 
Plan, then the employee's account under this Plan shall be credited as of such date with the amount credited to 
the employee's account under the Predecessor Plan as of December 31, 1983, and such amount shall bear 
interest in accordance with the preceding sentence from the effective date of the Plan. An employee's account 
under the Predecessor Plan shall be transferred to an account under this Plan, if the employee is employed by a 
Participating Company on the effective date of the Plan.  
   

(c) To the extent that an employee elects to have deferred amounts credited to his or her account as 
deferred Company shares, such employee's account shall be credited as of the date(s) on which the related 
award(s) would otherwise have been distributed in cash, with the number of shares of Company stock equal to 
the number of such shares that could have been purchased with the dollar amount of such award(s) at the 
average of the high and low sales prices of Company common shares on the New York Stock Exchange 
("NYSE") for the last day of the month preceding the day on which the related award(s) would otherwise have 
been distributed in cash or, if on such date the NYSE is not operating and open to the public for trading (a 
"Business Day"), on the Business Day most recently preceding such day. Deferred amounts relating to awards 
which would otherwise have been distributed in Company common shares shall be credited to the employee's 
account with an equivalent number of deferred Company shares. Deferred amounts credited to the employee's 
account as deferred Company shares shall also be  
   

3  



credited on each dividend payment date for Company shares with an amount equivalent to the dividend payable 
on the number of Company common shares equal to the number of deferred Company shares in the employee's 
account on the record date for such dividend. Such amount shall then be converted to a number of additional 
deferred Company shares determined by dividing such amount by the price of Company common shares, as 
determined in the following sentence. The price of Company common shares related to any dividend payment 
date shall be the average of the daily high and low sales prices of BellSouth common shares on the NYSE for 
the period of five Business Days ending on such dividend payment date, or the period of five Business Days 
immediately preceding such dividend payment date if the dividend payment date is not a Business Day.  
   

(d) In the event of any change in outstanding Company common shares by reason of any stock dividend 
or split, recapitalization, merger, consolidation, combination or exchange of shares or other similar corporate 
change, the Board of Directors shall make such adjustments, if any, that it deems appropriate in the number of 
deferred Company shares then credited to employees' accounts. Any and all such adjustments shall be 
conclusive and binding upon all parties concerned.  
   
4. DISTRIBUTION  
   

(a) At the time an eligible employee makes an election to participate in the Plan, the employee shall also 
make an election with respect to the distribution (during the employee's lifetime or in the event of the 
employee's death) of the amounts credited to the employee's deferred account. Such an election related to 
awards otherwise payable currently in any calendar year shall become irrevocable on the last day prior to the 
beginning of such calendar year. Amounts related to awards which would have been distributed in cash in the 
absence of a deferral election shall be distributed in cash. In the case of amounts credited to the employee's 
account as deferred Company shares, the amount of the cash distribution shall be determined by multiplying the 
number of deferred Company shares in the employee's account by the price of Company common shares. For 
purposes of the preceding sentence, the price of Company common shares shall be the average of the daily high 
and low sales prices of Company common shares on the NYSE for the last Business Day of the month 
preceding the payment date (described in Section 4(b)). Amounts related to awards which would have been 
distributed in Company common shares in the absence of a deferral shall be distributed in the form of an equal 
number of Company common shares.  
   

(b) An employee may elect to receive the amounts credited to the employee's account in one payment or 
in some other number of approximately equal annual installments (not exceeding 20). The first installment (or 
the single payment of the employee has so elected) shall be paid as soon as administratively practicable 
following the first day of the calendar quarter next following the earlier of (1) the end of the month in which the 
employee attains the age specified in such election (not earlier than age 55), or (2) the end of the month in 
which the employee retires from a Participating Company, or otherwise terminates employment with any such 
company (except for a transfer to another such company).  
   

(c) Notwithstanding an election pursuant to this Section 4, Paragraph 4(b), the entire amount then 
credited to the employee's account shall be paid immediately in a single payment if an employee is discharged 
for cause by his company, or if an employee otherwise ceases to be employed by his company and becomes a 
proprietor, officer, partner, employee, or otherwise becomes affiliated with any business that is in competition 
with Company or any of its subsidiaries, or becomes employed by a governmental agency having jurisdiction 
over the activities of Company or any of its subsidiaries.  
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(d) An employee may elect that, in the event the employee should die before full payment of all amounts 
credited to the employee's account, the balance of the deferred amounts shall be distributed in one payment or in 
some other number of approximately equal annual installments (not exceeding 10) to the beneficiary or 
beneficiaries designated in writing by the employee, or if no designation has been made, to the estate of the 
employee in a lump sum. The first installment (or the single payment if the employee has so elected) shall be 
paid as soon as administratively practicable following the first day of the calendar quarter next following the 
month of death.  
   

(e) Installments subsequent to the first installment to the employee, or to a beneficiary or to the 
employee's estate, shall be paid as soon as administratively practicable following the first day of the applicable 
calendar quarter in each succeeding calendar year until the entire amount credited to the employee's deferred 
account shall have been paid. Deferred amounts held pending distribution shall continue to be credited with 
interest or additional deferred Company shares, as applicable, determined in accordance with this Section 4, 
Paragraph 3(a), (b) and (c).  
   

(f) The obligation to make distribution of deferred amounts credited to an employee's account during any 
calendar year plus the additional amounts credited on such deferred amounts pursuant to this Section 4, 
Paragraph 3(a), (b) and (c) shall be borne by the Participating Company which otherwise would have paid the 
related award currently. However, the obligation to make distribution with respect to deferred amounts which 
are related to amounts credited to an employee's account as of the effective date of the Plan, pursuant to this 
Section 4 Paragraph 3(a), and with respect to which no Participating Company would otherwise have paid the 
related award currently, shall be borne by the Participating Company which employed the employee on the 
effective date of the Plan.  
   

(g) For the purposes of this Section 4, an election described in Paragraph 4(a) or a beneficiary 
designation described in Paragraph 4(d) made under the comparable provision of the Predecessor Plan shall be 
considered as an election or beneficiary designation, respectively, made under this Section 4.  
   
SECTION 4A. ADDITIONAL PAYMENT.  
   
1. Each Participating Company shall pay to each Participant, as defined below, an amount determined under this 
Section at those times and in the manner prescribed in this Section notwithstanding any other obligation of the 
Participating Company to any person under the other provisions of this Plan.  
   
2. For purposes of this Section:  
   

A. "Participant" means any person who participates in the Nonqualified Plan in a Plan Year and any 
Executive who participates in a Savings Plan in a Plan Year.  
   

B. "Plan Year" means each calendar year, but for the first Plan Year means February 1, 1985 through 
December 31, 1985.  
   

C. "Computation Date" means December 31 of each Plan Year.  
   

D. "Payment Date" means (i) with respect to amounts accrued under this Section 4A prior to May 1, 
1994, the second anniversary of each Computation Date, and (ii) with respect to amounts accrued under this 
Section 4A after April 30, 1994, the day in each month on which Participants' regular monthly paychecks are 
delivered.  
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E. "Nonqualified Plan" means the BellSouth Corporation Nonqualified Deferred Compensation Plan.  
   

F. "Savings Plan" means the BellSouth Retirement Savings Plan (the "RSP") and any predecessor or 
successor plan.  
   
3. (A) For periods prior to May 1, 1994, each Participating Company shall pay to each Participant on each 
Payment Date an amount equal to:  
   

(1) The dollar amount, if any, actually deferred by the Participant pursuant to the Nonqualified Plan in 
the Plan Year (or, in the case of Plan Year 1994, the period prior to May 1, 1994) in which the Computation 
Date occurs, notwithstanding the amount that the Participant elected to defer pursuant to that plan, if different, 
plus the amount, if any, equal to the remaining base salary paid to the Participant during the Plan Year (or, in 
the case of Plan Year 1994, the period prior to May 1, 1994) in excess of the amount of such Participant's 
compensation which may be taken into account under Section 401(a)(17) of the Internal Revenue Code of 1986, 
as amended (the "Code"), or any successor provision, plus, in the case of Participants who participate in and 
make the maximum allowable contribution to the RSP in a Plan Year (or, in the case of Plan Year 1994, the 
period prior to May 1, 1994), the amount of base salary (excluding any base salary taken into account under the 
preceding provisions of this paragraph 4A.3(A)(l)) paid to the Participant during the Plan Year in excess of the 
amount of base salary that would produce the maximum contribution to the RSP for a Participant who 
contributed to the RSP six percent (6%) of his or her Eligible Compensation, as that term or its replacement is 
defined in the RSP, for the Plan Year (or, in the case of Plan Year 1994, the period prior to May 1, 1994),  
   

(2) multiplied by the lesser of six percent (6%) or the percentage of such Participant's Salary or Eligible 
Compensation, as those terms or their replacements are defined in the Savings Plan, which the Participant 
actually caused to be contributed as before-tax or after-tax contributions to the Savings Plans in the Plan Year in 
which the Computation Date occurs (or, in the case of Plan Year 1994, the period prior to May 1, 1994), 
notwithstanding the amount elected to be contributed to the Savings Plans, if different; provided, however, that 
Participants who make the maximum allowable contribution to a Savings Plan in a Plan Year (or, in the case of 
Plan Year 1994, the period prior to May 1, 1994) shall be deemed, for purposes of this Paragraph 4A.3(A)(2), to 
have caused to be contributed six percent (6%) of such Salary or Eligible Compensation for such Plan Year (or, 
in the case of Plan Year 1994, the period prior to May 1, 1994),  
   

(3) multiplied by the applicable percentage determined for that Plan Year (or, in the case of Plan Year 
1994, the period prior to May 1, 1994) in which the Computation Date occurs as the percentage at which 
contributions by the Participant to the relevant Savings Plan are matched by Company contributions,  
   

(4) plus an amount of interest for the period beginning on the first day of the Plan Year in which the 
Computation Date occurs and ending on the Payment Date, which interest shall be calculated on the same basis 
as interest is calculated on cash awards deferred under this Plan.  
   

(B) For periods after April 30, 1994, each Participating Company shall pay to each Participant on each 
Payment Date an amount equal to:  
   

(1) the dollar amount, if any, actually deferred by the Participant pursuant to the Nonqualified Plan for 
the pay period in which such Payment Date occurs, notwithstanding the amount the Participant  
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elected to defer pursuant to that plan, if different, plus the amount, if any, equal to the remaining base salary 
paid to the Participant for such pay period in excess of the amount of such Participant's compensation which 
may be taken into account under Code Section 401(a)(17), or any successor provision, plus, in the case of 
Participants who participate in and make the maximum allowable contribution to the RSP for such pay period, 
the amount of base salary (excluding any base salary taken into account under the preceding provisions of this 
paragraph 4A.3(B)(l)) paid to the Participant during such pay period in excess of the amount of base salary that 
would produce the maximum contribution to the RSP for a Participant who contributed to the RSP six percent 
(6%) of his or her Eligible Compensation, as that term or its replacement is defined in the RSP, for such day 
period,  
   

(2) multiplied by the lesser of six percent (6%) or the percentage of such Participant's Salary or Eligible 
Compensation, as those terms or their replacements are defined in the Savings Plans, which the Participant 
actually caused to be contributed as before-tax or after-tax contributions to the Savings Plans for such pay 
period, notwithstanding the amount elected to be contributed to the Savings Plans, if different; provided, 
however, that Participants who make the maximum allowable contribution to a Savings Plan for a pay period 
shall be deemed, for purposes of this paragraph 4A.3(B)(2), to have caused to be contributed six percent (6%) 
of such Salary or Eligible Compensation for such pay period,  
   

(3) multiplied by the applicable percentage determined for such pay period as the percentage at which 
contributions by the Participant to the relevant Savings Plan are matched by Company contributions.  
   
4. A Participant who terminates employment shall be entitled to receive amounts payable under Paragraph 3 of 
this Section 4A on the Payment Dates otherwise scheduled except in the case of any termination of employment 
as described in Section 4, Paragraph 4(c), in which event all amounts otherwise payable under Section 4A, 
Paragraph 3 shall be immediately forfeited.  
   
5. In the event of a Participant's death prior to receipt of all amounts under Paragraph 3 of this Section 4A, all 
such unpaid amounts (except as provided in Section 4A, Paragraph 4) shall be paid in a lump sum to the 
participant's estate as soon as is practical following his death.  
   
SECTION 5. MISCELLANEOUS  
   
(1) The Participating Company only has contractual obligations to make payments to, or on behalf of, the 
Executive or Participant. The deferred amounts related to each Participating Company shall be held in the 
general funds of such company. A Participating Company shall not be required to reserve or otherwise set aside 
funds for the payment of such deferred amounts. Executives and Participants (and any other person who 
acquires a right to receive payments from a Participating Company under this Plan) have the status of general 
unsecured creditors of the Participating Company. Nothing contained in this Plan shall create or be construed to 
create a trust of any kind or a fiduciary relationship between any Participating Company and any Executive or 
Participant. The rights of (or attributable to) any Executive or Participant hereunder may not be sold, assigned 
(either at law or in equity), transferred, pledged, encumbered or subject to attachment, garnishment, levy, 
execution or other legal or equitable process. Nor shall any interest of the Executive or Participant be subject to 
the claims of any creditor of the Executive or Participant. Finally, no Executive or Participant shall have any 
rights in any specific assets of any Participating Company. Any accounting reserve established as a result of the 
Plan only reflects a contractual obligation of the Participating Company on its books of accounting and does not 
constitute a segregated fund of assets or separation of assets, and the obligations of each Participating Company 
only are payable from its operating assets at the time the payment is due.  
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(2) In addition, (i) if any payment is made to (or attributable to) an Executive or Participant with respect to 
benefits described in this Plan from any source arranged by Company or a Participating Company including, 
without limitation, any fund, trust, insurance arrangement, bond, security device, or any similar arrangement, 
such payment shall be deemed to be in full and complete satisfaction of the obligation of the Participating 
Company under this Plan to the extent of such payment as if such payment had been made directly by the 
Participating Company; and (ii) if any payment from a source described in clause (i) above shall be made, in 
whole or in part, prior to the time payment would be made under the terms of this Plan, such payment shall be 
deemed to satisfy the Participating Company's obligation to pay Plan benefits beginning with the benefit which 
would next become payable under the Plan and continuing in the order in which benefits are so payable, until 
the payment from such other source is fully recovered. In determining the benefits satisfied by a payment 
described in clause (ii), Plan benefits, as they become payable, shall be discounted to their value as of the date 
such actual payment was made using an interest rate equal to the valuation interest rate for deferred annuities as 
last published by the Pension Benefit Guaranty Corporation prior to the date of such actual payment. If the 
benefits which actually become payable under this Plan, after applying the discount described in the preceding 
sentence, are less than the amount of the payment(s) described in clause  
   

(ii), any such shortfall shall not be collected from or enforced against the Executive or Participant as a 
claim by the Participating Company.  
   
(3) The Board of Directors may at any time make changes in the Plan or terminate the Plan, but such changes or 
termination shall not adversely affect the rights of any employee or Participant, without his consent, to any 
benefit under the Plan to which such employee or Participant may have been previously entitled prior to the 
effective date of such change or termination. The Chairman or the Responsible Officer with the concurrence of 
the General Counsel of the Company shall be authorized to make minor or administrative changes to the Plan.  
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Exhibit 10-ll 
   

BELLSOUTH NONQUALIFIED DEFERRED  
  COMPENSATION PLAN  

   
(As amended and restated effective as of January 1, 2005)  

   
   
   

BellSouth Corporation (“BellSouth”) established on the first (1st) day of January, 1985, the BellSouth 
Nonqualified Deferred Compensation Plan (“Plan”) for certain executive employees and all Nonemployee 
Directors of BellSouth and its adopting subsidiaries, and the Plan was subsequently amended from time to time. 
The Plan is now hereby amended and restated, effective as of January 1, 2005, and as so amended and restated 
is intended to comply with the requirements of Section 409A of the Internal Revenue Code of 1986, as 
amended, with respect to all benefits under the Plan that are subject to Section 409A. Subject to the limitations 
contained in Article 2 of the Plan, and except as expressly provided herein, the Plan as so amended and restated 
shall hereafter apply to all Deferral Agreements, including those executed before this effective date, under the 
Plan.  

   
ARTICLE 1  

   
DEFINITIONS  

   
1.1          “Base Salary” means the gross salary paid to executive employees, not including 

Nonemployee Directors, plus the amount of any before-tax basic and supplemental contributions to the 
BellSouth Retirement Savings Plan and the amount of any other deferrals from gross salary under any 
nonqualified deferred compensation plans which may be maintained by an Employer from time to time.  
   

1.2         “Board” means the Board of Directors of BellSouth.  
   

1.2A      “Change in Control Severance Plan” means a severance plan (or plans) adopted under the 
terms of the Company Disclosure Letter to the Merger Agreement (as defined in Section 1.14A below).  
   

1.3         “Code” means the Internal Revenue Code of 1986, as amended.  
   

1.4         “Compensation” means Net Monthly Salary or Net Directors Fees and Retainers.  
   

1.5         “Compensation Rate” means the cash compensation of an Employee Participant, including (i) 
annual Base Salary rate in effect on the date the Deferral Agreement is executed and (ii) the standard short-term 
award amount in effect on the date the Deferral Agreement is executed for an Employee Participant who is an 
officer in the executive compensation group or lump sum payments under incentive compensation programs 
received for performance rendered during the calendar year preceding the year in which the Deferral Agreement 
is executed for an Employee Participant other than an officer in the executive compensation group.  

   
1.6         “Deferral Agreement” means an agreement pursuant to which deferral elections under this 

Plan are made and includes a standard Fixed Benefit Agreement for Nonemployee Directors, substantially in the 
form of Exhibit A hereto, a standard Fixed Benefit Agreement for Employee Participants, substantially in the 
form of Exhibit B hereto, a standard Deferral Agreement which allows Nonemployee Directors to select 
between a Fixed Benefit Agreement and a Stock Unit Agreement, substantially in the form of Exhibit C hereto; 
a Deferral Agreement for deferral of certain lump sum payments by Employee Participants, substantially in the 
form of Exhibit D hereto; and includes any modifications to such agreements or such other agreements as are 
approved from time to time for use in connection with this Plan as described in Article 2.  



   
1.7        “Designated Beneficiary” means the beneficiary designated by a Participant as provided in 

Section 6.1.  
   
1.8        “Disabled” or “Disability” means, with respect to a Non-Grandfathered Participant, any of the 

following:  
   
(a)         the inability of the Participant to engage in any substantial gainful activity by reason of any 

medically determinable physical or mental impairment which can be expected to result in death or can be 
expected to last for a continuous period of not less than 12 months; or  

   
(b)        the Participant is, by reason of any medically determinable physical or mental impairment 

which can be expected to result in death or can be expected to last for a continuous period of not less than 12 
months, receiving income replacement benefits for a period of not less than 3 months under an accident and 
health plan covering employees of the Employer.  

   
1.8A    “Effective Date” means January 1, 2005, the date as of which the Plan is amended and 

restated.  
   
1.9        “Eligible Person” means an executive employee of an Employer or Nonemployee Director 

who is authorized by the Board to participate in this Plan and is presented a Deferral Agreement for execution.  
   
1.10      “Employee Participant” means an Eligible Person other than a Nonemployee Director.  
   
1.11     “Employer” means (i) BellSouth and (ii) any subsidiary of BellSouth, at least eighty percent 

(80%) of the capital stock of which is owned by BellSouth or by one or more subsidiaries of BellSouth if the 
Board of Directors of that subsidiary adopts the Plan and if that subsidiary’s adoption of the Plan is approved by 
the Board or its designee.  
   

1.12      “ERISA” means the Employee Retirement Income Security Act of 1974, as amended.  
   
1.12A   “Executive Severance Agreement” means a BellSouth executive change in control agreement 

entered into by and between an executive who is a Participant in this Plan and BellSouth, as amended and/or 
superseded from time to time, providing certain benefits in the event of a change in corporate control of 
BellSouth.  

   
1.13     “Fixed Benefit Agreement” means a Deferral Agreement which provides for a fixed benefit at 

Retirement under Section 5.1.  
   
1.13A  “Grandfathered Participant” means any Participant other than a Non-Grandfathered 

Participant.  
   
1.14     “Interim Distribution” means a distribution specified as an Interim Distribution in a Deferral 

Agreement.  
   



1.14A    “Merger” means the planned merger, pursuant to the Agreement and Plan of Merger dated as 
of March 4, 2006 (the “Merger Agreement”), by and among BellSouth, AT&T Inc. (“AT&T”), and ABC 
Consolidation Corp., a Georgia corporation and wholly-owned subsidiary of AT&T (“Merger Sub”), pursuant 
to which, at the “Effective Time” (as defined in the Merger Agreement), BellSouth will be merged with and into 
the Merger Sub.  

   
1.15     “Net Credited Service” means an Employee Participant’s net credited service as defined in the 

BellSouth Corporation Personal Retirement Account Pension Plan under the terms of such plan in effect on the 
Effective Date, except that it shall include only the portion of an Employee Participant’s net credited service as 
is attributable to service with BellSouth, an Employer or any other corporation which is a member of the same 
controlled group of corporations, within the meaning of Code Section 414(b), as BellSouth and any trade or 
business (whether or not incorporated) which is under common control with BellSouth, within the meaning of 
Code Section 414(c).  

   
1.16     “Net Monthly Salary” or “Net Directors Fees and Retainers” means the amount of a 

Participant’s Base Salary or Directors Fees and Retainers which actually is paid to him or her in any month net 
of all withholding, allotments, and deductions other than any reduction as a result of participation in this Plan.  

   
1.17     “Nonemployee Director” means a member of the Board, or a member of the Board of 

Directors of any other Employer, who is not concurrently a common law employee of an Employer.  
   
1.17A   “Non-Grandfathered Participant” means any Employee Participant who (a) is described in 

Section 5.5A or Section 5.5B, or (b) otherwise first becomes eligible for a Retirement benefit, or dies or 
becomes Disabled, on or after January 1, 2005.  
   

1.18     “Participant” means an Eligible Person who has executed a Deferral Agreement which is 
accepted by an Employer under Article 4.  
   

1.19     “Plan Administrator” means the Chief Executive Officer of BellSouth and any individual or 
committee he designates to act on his behalf with respect to any or all of his responsibilities hereunder; 
provided, the Board may designate any other person or committee to serve in lieu of the Chief Executive 
Officer as the Plan Administrator with respect to any or all of the administrative responsibilities hereunder.  

   
1.20     “Plan Year” means (i) February 1, 1985, through December 31, 1985, and (ii) each calendar 

year thereafter through 1996. For certain Employee Participants designated by the Board, “Plan Year” also 
means calendar year 1997. For Nonemployee Directors, “Plan Year” also means the period from January 1, 
1997 through April 30, 1997, and for certain Nonemployee Directors designated by the Board, “Plan Year” also 
means (A) May 1, 1997, through April 30, 1998, (B) May 1, 1998, through April 30, 1999, and (C) May 1, 
1999, through April 30, 2000, to the extent the Board shall designate.  

   
1.20A    “Rabbi Trust Agreements” means each and all of the: (i) BellSouth Corporation Trust Under 

Executive Benefit Plan(s); (ii) BellSouth Telecommunications, Inc. Trust Under Executive Benefit Plan(s); (iii) 
BellSouth Enterprises, Inc. Trust Under Executive Benefit Plan(s); (iv) BellSouth Corporation Trust Under 
Executive Benefit Plan(s) for Mobile Systems Executives; (v) BellSouth Corporation Trust Under Executive 
Benefit Plan(s) for Advertising and Publishing Executives; (vi) Trust Under Executive Benefit Plan(s) for 
Certain BellSouth Companies; (vii) BellSouth Corporation Trust Under Board of Directors Benefit Plan(s); and 
(viii) BellSouth Telecommunications, Inc. Trust Under Board of Directors Benefit Plan(s); in each case, as 
amended from time to time.  

   



1.21     “Retirement” means (1) any termination of employment by a Nonemployee Director and (2) 
any termination of employment by an Employee Participant who is (or would be) eligible for a pension, other 
than a deferred vested pension, under the terms and conditions of the BellSouth Personal Retirement Account 
Pension Plan, or comparable plan maintained by the Employer employing such Participant, under the terms of 
such plans in effect on the Effective Date. Additionally, “Retirement” means any termination of employment by 
an Employee Participant who has attained age 62 or older and whose Net Credited Service is ten years or more 
at the time of employment termination.  

   
Notwithstanding anything to the contrary herein, after the Merger, with respect to any Non-

Grandfathered Participant who otherwise satisfies none of the alternative definitions of Retirement described 
above, “Retirement” also means the termination of employment by the Non-Grandfathered Participant if at such 
time (A) the sum of (i) plus (ii) equals or exceeds seventy-five (75) years where (i) is the Non-Grandfathered 
Participant’s whole years and whole months of age and (ii) is the Non-Grandfathered Participant’s whole years 
and whole months of Net Credited Service, and (B) the Non-Grandfathered Participant’s Net Credited Service is 
at least ten (10) years (the “Rule of 75”).  
   

1.22     “Retirement Benefit” means a benefit specified as a Retirement Benefit in a Deferral 
Agreement.  
   

1.22A    “Section 409A” means Code section 409A and the Treasury regulations or other authoritative 
guidance issued thereunder. Whenever the terms “subject to Section 409A” or “to the extent permitted by 
Section 409A” (or any such similar reference so as to indicate that a Plan provision is subject to Section 409A) 
are used, such terms shall be interpreted to mean that the applicable Plan provision shall be effective only if and 
to the extent such provision would not trigger penalty taxes or interest under Section 409A.  
   

1.23    “Share” means a share of $1.00 par value common stock of BellSouth.  
   

1.24     “Stock Unit” means a bookkeeping entry representing the equivalent of one Share credited to a 
Participant as described in Section 4.5.  

   
1.25     “Stock Unit Agreement” means a Deferral Agreement which provides a benefit at Retirement 

under Section 5.1 based upon Stock Units.  
   

ARTICLE 2  
   

TERM; AMENDMENT  
   

This Plan may at any time or from time to time be amended and modified and shall be effective until 
terminated by the Board; provided that no such action shall accelerate or postpone the time or schedule of 
payment of any Plan benefits except as may be permitted under Code Section 409A and regulations thereunder. 
This Plan originally provided for Plan Years 1985 through 1998 with Plan specifications and applicable interest 
rates being approved by the Board for each separate Plan Year. Notwithstanding the foregoing, effective 
November 25, 1996, no deferrals will be permitted under the Plan except with respect to the Plan Years 
described in Section 1.20 and then only to the extent provided in resolutions adopted by the Board.  

   
Notwithstanding the foregoing, no contractual right created by and under any Deferral Agreement on 

the date of termination or amendment shall be abrogated by the termination or amendment of this Plan unless 
the Participant who executed such Deferral Agreement consents. Participants have no other right or interest in 
the continuance of this Plan in any form.  



   
ARTICLE 3  

   
ADMINISTRATION; INTERPRETATION  

   
3.1     Claim Procedure .  

   
(a)          Initial Claim . Claims for benefits under the Plan may be filed with the Plan Administrator 

on forms or in such other written documents as the Plan Administrator may prescribe. The Plan Administrator 
shall furnish to the claimant written notice of the disposition of a claim within 90 days after the application 
therefor is filed. In the event the claim is denied, the notice of the disposition of the claim shall provide the 
specific reasons for the denial, citations of the pertinent provisions of the Plan, and where appropriate, an 
explanation as to how the claimant can perfect the claim and/or submit the claim for review.  

   
(b)         Appeal . Any Participant or Designated Beneficiary who has been denied a benefit shall be 

entitled, upon request to the Plan Administrator, to appeal the denial of the claim. The claimant (or his duly 
authorized representative) may review pertinent documents related to the Plan and in the Plan Administrator’s 
possession in order to prepare the appeal. The request for review, together with written statement of the 
claimant’s position, must be filed with the Plan Administrator no later than 60 days after receipt of the written 
notification of denial of a claim provided for in Section 3.1. The Plan Administrator’s decision shall be made 
within 60 days following the filing of the request for review. If unfavorable, the notice of the decision shall 
explain the reasons for denial and indicate the provisions of the Plan or other documents used to arrive at the 
decision.  

   
3.2         Interpretation . The Plan Administrator shall have the exclusive responsibility and complete 

discretionary authority to control the operation and administration of the Plan, with all powers necessary to 
properly carry out such responsibility, including without limitation, the full and exclusive power to (i) interpret 
the terms and conditions of this Plan and any Deferral Agreement, including the power to construe ambiguous 
or uncertain terms, (ii) to establish reasonable procedures with which Participants must comply to exercise any 
right established hereunder or any contractual right established under the Deferral Agreement, (iii) to determine 
status, coverage, eligibility for and the amount of benefits, and all questions arising in correction therewith, and 
(iv) to resolve all questions that arise in the operation and administration of this Plan. The rights and duties of 
Participants and other persons and entities are subject to, and governed by, such acts of administration, 
interpretations and procedures. All actions or determinations of the Plan Administrator (or its delegates) under 
this Article 3 shall be final, conclusive and binding on all persons.  

   
3.3         Post-Merger Plan Administration . Notwithstanding anything to the contrary in this Plan, 

following the Merger, responsibility for administration of the Plan shall be determined under the terms of the 
Rabbi Trust Agreements. As provided in the Rabbi Trust Agreements, claims for benefits, appeals of benefit 
denials and Plan interpretations shall be made by a “Trust Contractor” or “Independent Fiduciary” (as such 
terms are defined in the Rabbi Trust Agreements), as the case may be. At any time during which a Trust 
Contractor or Independent Fiduciary shall, under the terms of the Rabbi Trust Agreements, have such Plan 
administrative responsibilities, the term “Plan Administrator” as used in this Plan shall refer to such Trust 
Contractor or Independent Fiduciary.  
   



   
ARTICLE 4  

   
DEFERRAL AGREEMENT  

   
4.1         Election to Defer .  

   
(a)         As hereinafter provided and subject to acceptance by an Employer, (i) an Eligible Person 

may elect to reduce the amount of Compensation which will be paid to him or her during any Plan Year by 
executing and delivering to his or her Employer in a timely fashion a standard Deferral Agreement substantially 
in the form of Exhibit A, Exhibit B or Exhibit C hereto, as presented to such Eligible Person, and (ii) an 
Employee Participant may elect to reduce the amount of a lump-sum payment to which he or she may become 
entitled in connection with separation under a severance arrangement approved by the Board as applicable to 
this Plan by executing and delivering to his or her Employer in a timely fashion a Deferral Agreement 
substantially in the form of Exhibit D hereto, as presented to such Employee Participant.  

   
(b)        The Board shall determine who is an Eligible Person under the Plan for each Plan Year and 

the terms and conditions of Deferral Agreements to be presented to such Eligible Persons, including the 
maximum amount of Compensation subject to deferral under Section 4.4, the interest rate approved for 
calculating Retirement Benefits for Fixed Benefit Agreements under Section 4.2, the timing and number of 
Retirement Benefit payments under Section 5.1 and of any Interim Distributions under Section 5.2. The Board 
may limit the number of deferrals by any Eligible Person and may vary the terms and conditions of Deferral 
Agreements applicable to Eligible Persons based upon the number of an Eligible Person’s previous deferrals, 
the classification and/or Employer of an Eligible Person or for any other reasons. Only Nonemployee Directors 
of BellSouth shall be offered Stock Unit Agreements under the Plan.  

   
4.2         Creation of Contractual Obligation . An Employer which accepts a properly executed and 

timely delivered Deferral Agreement for a Plan Year, as evidenced by the execution of such Deferral 
Agreement (including by facsimile signature) by an officer of such Employer or by an officer of BellSouth on 
behalf of such Employer, agrees to pay to the Participant or to his or her Designated Beneficiary the benefits 
described in Article 5, which shall be calculated based upon (i) the amount deferred by each Participant, (ii) 
either (A) interest rates established for such Deferral Agreement by the Board or its delegate and applied to that 
amount quarterly for the time which elapses between the Plan Year and the date of benefit payments, or (B) in 
the case of Stock Unit Agreements, share price and dividend performance as described in Section 4.5, and (iii) 
other factors established in this Plan and by the Board or its delegate.  
   

4.3         Timing of Election . An Eligible Person may execute and deliver to his or her Employer a 
standard Deferral Agreement, substantially in the form of Exhibit A, B or C hereto, on or before November 30 
of any calendar year (or on or before December 16, 1994 in the case of BellSouth Nonemployee Director 
elections for Plan Year 1995), to reduce the Eligible Person’s Compensation only for the next subsequent Plan 
Year. In addition, an Employee Participant may execute and deliver to his or her Employer a Deferral 
Agreement, substantially in the form of Exhibit D hereto, in connection with a lump-sum payment described in 
Section 4.1(b) of this Plan within the time period prescribed by his or her Employer, but in no event later than 
the day preceding the day on which he or she enters into a separation agreement with the Employer. 
Notwithstanding any other provisions of this Plan or any Deferral Agreement, no deferral Agreement shall be 
effective to defer Compensation (or other amount) which is earned by any Eligible Person on or before the date 
upon which the Deferral Agreement is properly executed and timely delivered to the Participant’s Employer.  



   
4.4         Amount of Deferral .  

   
(a)         An Employee Participant may elect to defer during any Plan Year a dollar amount which is 

less than or equal to a specified percentage of his or her Compensation Rate applicable to the Plan Year rounded 
to the next highest one thousand dollars. The Board shall establish the specified percentage of the 
Compensation Rate applicable to each Plan Year. A Nonemployee Director may elect to defer any dollar 
amount which is less than or equal to one hundred percent (100%) of his or her Compensation during the Plan 
Year to which the Deferral Agreement applies. Notwithstanding any provision of any Deferral Agreement or 
this Plan to the contrary, the Deferral Agreement of a Participant shall be modified automatically if necessary 
such that all actual reductions pursuant to his or her Deferral Agreement are made from his or her Net Monthly 
Salary or his or her Net Directors Fees and Retainers.  

   
(b)        An Employee Participant may elect to defer a portion of a lump-sum payment to which he or 

she may become entitled as described in Section 4.1(b) in an amount not to exceed the dollar amount by which 
any election of deferrals under paragraph (a) of this Section 4.4 for the Plan Year in which the Employee 
Participant terminates employment have not been satisfied at the time of termination of employment, except as 
may be otherwise approved by the Board.  
   

4.5         Stock Units .  
   

(a)          Benefits paid to or on behalf of a Participant with respect to a Stock Unit Agreement for a 
Plan Year will be based upon the value of the Stock Units in such Participant’s Stock Unit account for such Plan 
Year except as otherwise specifically provided in this Plan. An Employer shall credit Stock Units to such 
Participant’s account during the Plan Year for which a Stock Unit Agreement is in effect for each date that 
Compensation otherwise would be paid to such Participant equal to the amount of such Compensation elected to 
be deferred under the Stock Unit Agreement divided by the average of the high and low sales price of a Share 
on the New York Stock Exchange (“NYSE”) on such date (or the immediately preceding trading day if the 
NYSE is closed on such date.) An Employer shall further credit to such Participant’s Stock Unit account with 
respect to such Stock Unit Agreement for each dividend payment date an amount of additional Stock Units 
equal to the dividends that would have been paid on the number of Shares equivalent to the Stock Units in such 
account as of such dividend payment date divided by the average of the daily high and low sales prices of a 
Share on the New York Stock Exchange (“NYSE”) for the period of five trading days ending on such dividend 
payment date (or the period of five trading days immediately preceding such date if the NYSE is closed on such 
date).  

   
(b)        Payments from a Participant’s Stock Unit account for a Stock Unit Agreement shall be based 

upon the value of the Stock Units in such account as of the January 1st, first day of a quarter, or other date as of 
which payment is scheduled to be made. In the case of a Stock Unit Agreement that provides for the payment of 
a Retirement benefit in installments, the payment for any such installment shall be based on the value of the 
number of Stock Units equal to the total number of Stock Units in the Participant’s Stock Unit account for such 
Agreement as of the close of the day for which such installment payment is scheduled to be made divided by the 
number of remaining installments on such day (including the installment scheduled to be paid on such day.) The 
value of each Stock Unit for payment purposes shall equal the average of the high and low sales price of a Share 
on the NYSE on the date for which the payment is scheduled to be made (or the next succeeding trading day if 
the NYSE is closed on such scheduled payment date.) The number of Stock Units corresponding to any 
Retirement Benefit payment will be cancelled upon such payment as of the scheduled payment date. 
Furthermore, the Stock Unit account of a Participant shall be immediately cancelled upon the scheduled 
payment date for a lump sum  



payment under Section 5.3A, 5.4, 5.5 or 6.1 or upon the scheduled payment date for the first installment of a 
payment, if applicable, under Section 5.5.  
   

(c)         In the event of any change in outstanding Shares by reason of any stock dividend or split, 
recapitalization, merger, consolidation, spin-off, combination or exchange of shares or other similar corporate 
change, the Board shall make such adjustment, if any, that it deems appropriate in the Stock Units credited to 
Participant’s accounts. Any and all adjustments shall be conclusive and binding upon all parties concerned.  

   
4.6         No Deferrals Since 2000 . No deferrals have been permitted under the Plan since Plan Year 

2000. No current or future deferrals shall be permitted under the Plan.  
   

ARTICLE 5  
   

PAYMENT OF BENEFITS  
   

5.1         Retirement Benefit .  
   

(a)         If a Participant terminates employment with his or her Employer and is not immediately 
reemployed by another Employer (or, in the case of a Non-Grandfathered Participant, by any other entity with 
which his or her Employer would be considered a single employer under Code Section 414(b) or 414(c)), and 
such termination constitutes a Retirement, or upon any subsequent termination from such an entity that 
constitutes a Retirement, then the Employer shall pay to the Participant the Retirement Benefits stated in each of 
his or her Deferral Agreements as soon as administratively practicable after those dates specified for this 
purpose in each Deferral Agreement. In the case of a Fixed Benefit Agreement, the Employer also shall make 
any such Retirement Benefit payment to a Participant who has remained employed through the date specified 
for such payment in his or her Deferral Agreement. The number of Retirement Benefit payments and the date 
upon which Retirement Benefit payments begin shall be established for each Plan Year by the Board or its 
delegate and stated in the Deferral Agreement executed by the Participant for each Plan Year.  

   
(b)        If a Grandfathered Participant is or becomes a proprietor, officer, partner, or employee of, or 

otherwise is or becomes affiliated with (i) any business that is in competition with any Employer or (ii) any 
government agency having regulatory jurisdiction over the business activities of any Employer, then, upon that 
date, no further benefit payments shall be made to the Participant, or any other person with respect to the 
Participant’s participation in this Plan, under any provision or Section of this Plan, except that, the Participant 
shall be paid in a lump sum as soon as administratively practicable after the first (1st) day of January following 
that date an amount with respect to each of the Participant’s Deferral Agreements equal to (i) the amount 
deferred pursuant to such Deferral Agreement, (ii) plus interest on such amount (adjusted to be take into 
account all payments described in (iii) immediately below) credited separately at a rate equal to the rate paid on 
ten (10) year United States Treasury obligations on each date for which interest is credited, compounded 
quarterly, for each Plan Year between the Plan Year to which the Deferral Agreement applies and the Plan Year 
in which the act occurs or status is first attained, inclusive, (iii) minus the amount of all Interim Distributions 
and Retirement Benefits, if any, paid to the Participant or to which the Participant is entitled on or before the 
date the act occurs or status is first attained with respect to such Deferral Agreement; provided that (x), if the 
above calculation results in a negative amount, the result shall be deemed to be zero and such negative amount 
shall not be collected from, or enforced against, the Participant as a claim by his or her Employer, and (y) the 
amount paid with respect to a Deferral Agreement that is a Stock Unit Agreement will be the value of such 
Participant’s Stock Unit account for such Deferral Agreement as determined under Section 4.5(b) for such 
January 1st scheduled payment date if such value is less than the amount otherwise determined by applying (i), 
(ii)  



and (iii) immediately above to such Deferral Agreement. This Section 5.1(b) shall be inapplicable with respect 
to any Non-Grandfathered Participant.  
   

5.2         Interim Distributions . A Participant shall be paid the Interim Distributions stated in each of 
his or her Deferral Agreements as soon as administratively practicable after those dates stated in that Deferral 
Agreement. However, no Interim Distribution shall be stated in a Deferral Agreement or paid to any Participant 
as a result of the Deferral Agreement if the Participant is age fifty-five (55) or older on any day during the Plan 
Year to which the Deferral Agreement applies. No Interim Distribution shall be paid to a Participant on or after 
the date upon which the Participant or his or her Designated Beneficiary receives any benefit or payment under 
any other Section of this Plan or any paragraph of his or her Deferral Agreement providing benefits other than 
Interim Distributions. Notwithstanding the foregoing, with respect to any Plan Year or selected deferrals in any 
Plan Year, the Board may specify alternative Interim Distribution schedules. No Interim Distribution shall be 
paid in connection with any Stock Unit Agreement or any Fixed Benefit Agreement which does not specifically 
provide for such benefits.  

   
5.3         Pre-retirement, Pre-Disability Eligibility Death Benefit for Plan Year 1985 . Regarding 

deferrals for Plan Year 1985, if a Participant dies on or before the date upon which he or she is first entitled to 
receive a benefit under Section 5.1 or Section 5.4, then his or her Designated Beneficiary shall be paid in a lump 
sum as soon as administratively practicable after the first (1st) day of January following his or her date of death 
an amount equal to: (i) the amount of Compensation deferred pursuant to his or her Deferral Agreement for Plan 
Year 1985, (ii) plus interest on such amount (adjusted to take into account all payments described in (iii) 
immediately below) credited separately at the rate approved for and applicable to his or her participation for 
Plan Year 1985, such rate to be compounded quarterly for each Plan Year between Plan Year 1985 and the Plan 
Year in which his or her death occurs, inclusive, (iii) minus the amount of all Interim Distributions with respect 
to such Deferral Agreement, if any, paid to the Participant or to which the Participant is entitled on or before the 
date of his or her death. If the above calculation results in a negative amount, the result shall be deemed to be 
zero and such negative amount shall not be collected from, or enforced against the Participant as a claim by his 
or Participant’s Employer.  

   
If the Participant’s Designated Beneficiary receives or is entitled to receive a benefit hereunder, then 

no person or persons shall receive or be entitled to receive any benefit or payment with respect to such 
Participant’s deferral for Plan Year 1985 under any other Section of this Plan or under any Deferral Agreement, 
notwithstanding any other provision of this Plan or any Deferral Agreement.  

   
5.3A      Pre-Retirement Eligibility Death Benefit for Plan Years After 1985 . Regarding deferrals for 

any Plan Year after 1985, if an Employee Participant dies before the date upon which he or she would have 
been eligible for Retirement (assuming a termination of employment), then his or her Designated Beneficiary 
shall be paid in a lump sum as soon as administratively practicable after the first (1st) day of January following 
his or her date of death an amount with respect to each of the Participant’s Deferral Agreements for Plan Years 
after 1985 equal to (i) the amount deferred pursuant to such Deferral Agreement, (ii) plus interest on such 
amount (adjusted to take into account all payments described in (iii) immediately below) credited separately at 
the rate approved for and applicable to his or her participation for the Plan Year for such Deferral Agreement, 
such rate to be compounded quarterly for each Plan Year between the Plan Year to which the Deferral 
Agreement applies and the Plan Year in which his or her death occurs, inclusive, (iii) minus the amount of all 
Interim Distributions and Retirement Benefits, if any, paid to the Participant or to which the Participant is 
entitled on or before the date of his or her death with respect to such Deferral Agreement; provided, that if the 
above calculation results in a negative amount, such result shall be deemed to be zero and such negative amount 
shall not be collected from, or enforced against, the Participant as a claim by his or her Employer.  

   



If a Nonemployee Director dies, or if an Employee Participant dies on or after the date upon which he 
or she is eligible for Retirement, whether or not he or she has in fact terminated employment, and in either case 
if such death occurs prior to the Participant having commenced receipt of benefits or prior to having received all 
benefits, as the case may be, payable in accordance with a Deferral Agreement under this Plan for Plan Years 
after 1985, except as provided under Section 5.4, then his or her Designated Beneficiary shall receive all 
benefits, or continue to receive the remaining benefits, as the case may be, in accordance with that Deferral 
Agreement; provided, however, that each Grandfathered Participant shall have the right to elect, or to revoke 
any such election or make a new election, at any time prior to his or her death, to have the death benefit 
described in this sentence paid to his or her Designated Beneficiary in a lump sum as soon as administratively 
practicable after the first day of January following the year in which the Grandfathered Participant died. A lump 
sum payment made pursuant to an election by a Grandfathered Participant in accordance with the preceding 
sentence shall be in an amount with respect to each of the Grandfathered Participant’s Deferral Agreements for 
Plan Years after 1985 equal to: (i) the amount deferred pursuant to such Deferral Agreement, (ii) plus interest 
on such amount (adjusted to take into account all payments described in (iii) immediately below) credited 
separately at the rate approved for and applicable to his or her participation for the Plan Year for such Deferral 
Agreement, such rate to be compounded quarterly for each Plan Year between the Plan Year to which the 
Deferral Agreement applies and the Plan Year in which his or her death occurs, inclusive, (iii) minus the 
amount of all Interim Distributions and Retirement Benefits, if any, paid to the Grandfathered Participant or to 
which the Grandfathered Participant is entitled on or before the date of his or her death with respect to such 
Deferral Agreement; provided that (x), if the above calculation results in a negative amount, such result shall be 
deemed to be zero and such negative amount shall not be collected from, or enforced against, the estate of the 
Grandfathered Participant as a claim by the Grandfathered Participant’s Employer, and (y) the amount paid with 
respect to a Deferral Agreement that is a Stock Unit Agreement will be the value of the Grandfathered 
Participant’s Stock Unit account for such Deferral Agreement as determined under Section 4.5(b) for such 
January 1st scheduled payment date instead of the amount determined by applying (i), (ii) and (iii) immediately 
above to such Deferral Agreement.  

   
If the Participant’s Designated Beneficiary receives or is entitled to receive a benefit hereunder, then 

no person or persons shall receive or be entitled to receive any benefit or payment with respect to such 
Participant’s deferral for Plan Years after 1985 under any other Section of this Plan or under any Deferral 
Agreement, notwithstanding any other provision of this Plan or any Deferral Agreement.  

   
5.4         Pre-Retirement Eligibility Disability Benefit . If an Employee Participant suffers a Disability 

or becomes Disabled (with respect to Grandfathered Participants, as those terms are defined in the BellSouth 
Executive Long Term Disability and Survivor Protection Plan and the BellSouth Long Term Disability Plan for 
Salaried Employees, as amended from time to time) before the date upon which he or she would have been 
eligible for Retirement (assuming a termination of employment), then he or she shall be paid by the Employer 
in a lump sum as soon as administratively practicable after the first (1st) day of January following the Plan Year 
in which the Disability occurs an amount with respect to each of the Participant’s Deferral Agreements equal to 
(i) the amount deferred pursuant to such Deferral Agreement, (ii) plus interest on each amount (adjusted to take 
into account all payments described in (iii) immediately below) credited separately at the rate approved for and 
applicable to his or her participation for the Plan Year for such Deferral Agreement, such rate to be 
compounded quarterly for each Plan Year between the Plan Year to which the Deferral Agreement applies and 
the Plan Year in which his or her Disability occurs, inclusive, (iii) minus the amount of all Interim Distributions 
and Retirement Benefits, if any, paid to the Participant or to which the Participant is entitled on or before the 
date of onset of Disability with respect to such Deferral Agreement; provided that if the above calculation 
results in a negative amount, such result shall be deemed to be zero and such negative amount shall not be 
collected from, or enforced against, the Participant as a claim by his or her Employer. If the Participant receives 
or is entitled to receive a benefit hereunder, then no person or persons shall receive or be entitled to receive any 
benefit or payment under any other Section of this Plan or under any Deferral Agreement, notwithstanding any 
other provisions of this Plan or any Deferral Agreement.  



   
5.5         Termination of Employment Prior to Retirement or Disability . If an Employee Participant 

terminates employment with his or her Employer, and is not immediately reemployed by another Employer (or, 
in the case of a Non-Grandfathered Participant, by any other entity with which his or her Employer would be 
considered a single employer under Code Section 414(b) or 414(c)), prior to death, Disability or Retirement, 
then a benefit amount shall be paid to the Participant, in a lump sum (or, in the case of a Grandfathered 
Participant, either in lump sum or in five (5) annual installments, at the election of the Board), as soon as 
administratively practicable after the first (1st) day of January following his or her date of termination (and 
anniversaries thereof in case of installments), which amount with respect to each of the Participant’s Deferral 
Agreements shall be equal to (i) the amount deferred pursuant to such Deferral Agreement, (ii) plus interest on 
such amount (adjusted to take into account all payments described in (iii) immediately below) credited 
separately at a rate equal to the rate on ten (10) year United States Treasury obligations on each date for which 
interest is to be credited, compounded quarterly, for each Plan Year between the Plan Year to which the 
Deferral Agreement applies and the Plan Year in which the termination occurs, inclusive, (iii) minus the amount 
of all Interim Distributions and Retirement Benefits, if any, paid to the Participant or to which the Participant is 
entitled on or before the date of his or her termination with respect to such Deferral Agreement; provided that if 
the above calculation results in a negative amount, such result shall be deemed to be zero and such negative 
amount shall not be collected from, nor enforced against, the Participant as a claim by his or her Employer. If 
the Participant receives or is entitled to receive a benefit hereunder, then no person or persons shall then or 
thereafter receive any benefit or payment under any other Section of this Plan or any Deferral Agreement, 
notwithstanding any other provision of this Plan or any Deferral Agreement.  

   
5.5A     Termination of Employment Under Change in Control Severance Plan . A Participant (i) who 

as of his or her termination of employment has not satisfied the age and service requirements for Retirement, 
(ii) who will be treated under the Change in Control Severance Plan as having satisfied such requirements upon 
terminating employment under the circumstances specified therein, and (iii) who elects on or before December 
31, 2006, to be covered under these terms, shall be deemed to have made a new payment election to have his or 
her entire Plan benefit paid as if the Participant’s termination of employment constituted a Retirement for all 
purposes of the Plan. Notwithstanding anything to the contrary in this Plan, no such election made after 
December 31, 2006, shall be valid and the new payment election described above shall in no event change the 
terms of payment with respect to benefits that otherwise would have been paid in 2006, or to cause payments to 
be made in 2006.  

   
5.5B      Termination of Employment Under Executive Severance Agreement . A Participant who has 

an Executive Severance Agreement with BellSouth and (i) who as of his or her “Termination Date,” as defined 
in the Executive Severance Agreement, has not satisfied the age and service requirements for Retirement, (ii) 
who will be treated under the Executive Severance Agreement as having satisfied such requirements upon 
terminating employment under the circumstances specified therein, and (iii) who elects on or before December 
31, 2006, to be covered under these terms, shall be deemed to have made a new payment election to have his or 
her entire Plan benefit paid as if the Participant’s termination of employment constituted a Retirement for all 
purposes of the Plan. Notwithstanding anything to the contrary in this Plan, no such election made after 
December 31, 2006, shall be valid, and the new payment election described above shall in no event change the 
terms of payment with respect to benefits that otherwise would have been paid in 2006, or to cause payments to 
be made in 2006.  

   
5.6          Distributions to Code Section 409A Specified Employees . Notwithstanding any provision of 

this Plan to the contrary, with respect to any Non-Grandfathered Participant who is a “specified employee” for 
purposes of Code Section 409A, no payment of any portion of the Non-Grandfathered Participant’s benefit 
amount which is occasioned by the Non-Grandfathered Participant’s separation from service shall be made 
before the date that is six (6) months after the date of such Participant’s separation from service.  



   
ARTICLE 6  

   
MISCELLANEOUS  

   
6.1         Beneficiary Designation . If a Participant dies and, on the date of his or her death, any benefit 

or benefits remain to be paid to the Participant under the terms and conditions of this Plan, the remaining benefit 
or benefits shall be paid to that person or persons designated by the Participant (“Designated Beneficiary”) on 
the form provided from time to time to the Participant by his or her Employer in accordance with the Deferral 
Agreement. If the Designated Beneficiary dies prior to completion of all payments under the Deferral 
Agreement, the estate of the Designated Beneficiary shall be paid by the Employer a lump sum with respect to 
each of the Participant’s Deferral Agreements for Plan Years after 1985 as soon as administratively practicable 
after the first (1st) day of January following the year in which the Designated Beneficiary died. The amount of 
the lump sum with respect to each such Deferral Agreement will be equal to (i) the amount deferred pursuant 
such Deferral Agreement, (ii) plus interest on each amount (adjusted to take into account all payments described 
in (iii) immediately below) credited separately at the rate approved for and applicable to the Participant’s 
participation for the Plan Year for which he or she executed such Deferral Agreement, such rate to be 
compounded quarterly for each Plan Year between the Plan Year to which the Deferral Agreement applies and 
the Plan Year in which the Designated Beneficiary’s death occurs, inclusive, (iii) minus the amount of all 
Interim Distributions and Retirement Benefits, if any, paid to the Participant or Designated Beneficiary with 
respect to such Deferral Agreement; provided that (x), if the above calculation results in a negative amount, 
such result shall be deemed to be zero and such negative amount shall not be collected from, or enforced 
against, the estate of the Designated Beneficiary, and (y) the amount paid with respect to a Deferral Agreement 
that is a Stock Unit Agreement will be the value of the Participant’s Stock Unit account for such Deferral 
Agreement as determined under Section 4.5(b) for such January 1st scheduled payment date instead of the 
amount otherwise determined by applying (i), (ii) and (iii) immediately above to such Deferral Agreement. If no 
Designated Beneficiary has been chosen by the Participant or if the Designated Beneficiary is not living on the 
date of the Participant’s death, the estate of the Participant shall be paid by the Employer in a lump sum with 
respect to each of the Participant’s Deferral Agreements for Plan Years after 1985 as soon as administratively 
practicable after the first (1st) day of January following the year in which the Participant died. The amount of 
the lump sum shall be determined in the manner described in the immediately preceding sentence of this 
Section 6.1. In the case of a Deferral Agreement for Plan Year 1985, any Plan benefit payable following the 
death of the Participant will be paid to the estate of the Participant if no Designated Beneficiary is in existence 
on the scheduled payment date.  

   
6.2         Obligations of Employers not the Obligations of BellSouth . The duties and obligations of 

each Employer hereunder are several but not joint, each Employer is only liable to its own employees and 
Nonemployee Directors who are Participants hereunder, and BellSouth is not liable for the actions, omissions, 
duties or obligations of any other Employer hereunder.  

   
6.3          Recalculation Events; Treatment of this Plan under Applicable Federal Income Tax Laws . 

With respect to Grandfathered Participants, the adoption and maintenance of the Plan is strictly conditioned 
upon (i) the applicability of Code Section 451(a) to the Participant’s recognition of gross income as a result of 
his or her participation, (ii) the fact that Participants will not recognize gross income as a result of participation 
in this Plan until and to the extent that benefits are received, (iii) the applicability of Code Section 404(a)(5) to 
the deductibility of the amounts paid to Participants hereunder, (iv) the fact that an Employer will not receive a 
deduction for amounts credited to any accounting reserve created as a result of this Plan until and only to the 
extent that benefits are paid, and (v) the inapplicability of Parts 2, 3, and 4 of Title I of ERISA to this Plan by 
reason of the exemptions set forth in ERISA Sections 201(a), 301(a) and 401(a) and Part 1 of ERISA by reason 
of the exemption set forth in Section 2520.104-23 of applicable United States Department of Labor regulations. 
If the Internal Revenue Service, the Department of Labor or any court determines or finds as a fact or legal 
conclusion that any of the above conditions is untrue and issues or intends to issue an assessment, 
determination, opinion or report stating such, or if the opinion of the legal counsel of BellSouth based upon 
legal authorities then existing is that any of the above assumptions is incorrect, then, if the Board so elects 
within one year of such finding, determination, or opinion, a Recalculation Event shall be deemed to have 
occurred.  



   
If a Recalculation Event occurs under this Section 6.3, Section 6.4, or any other Section of this Plan, 

then each Grandfathered Participant who has not attained the age of fifty-five (55) years on the date on which 
the Board takes official action to elect the occurrence of a Recalculation Event shall thereafter be paid benefits 
in accordance with the election made irrevocably in connection therewith in the Deferral Agreement. For each 
such Grandfathered Participant the amount of Retirement benefit stated in the Deferral Agreement shall be 
recalculated and restated using a rate of interest equal to the rate of interest on ten (10) year United States 
Treasury obligations on each date upon which interest should have been or will be calculated, compounded 
quarterly, instead of the interest rate assumed in originally calculating the benefit, as referenced in Section 4.2.  

   
Notwithstanding anything to the contrary contained in this Plan or a Deferral Agreement, the benefits 

payable with respect to any Participant who shall have either (i) attained the age of fifty-five (55) years or (ii) 
died, on or prior to the date on which the Board takes official action to elect the occurrence of a Recalculation 
Event under either Sections 6.3 or 6.4 of this Plan, shall not be recalculated and restated in the manner described 
in such Sections or in any other way affected by such action. If such Participant or Designated Beneficiary 
receives or is entitled to receive a benefit as result of the occurrence of a Recalculation Event, then no person or 
persons shall receive or be entitled to receive any benefit or payment under any other Section of this Plan or 
under any Deferral Agreement, notwithstanding any other provision of this Plan or the Deferral Agreement.  
   

This Section 6.3 shall be inapplicable with respect to any Non-Grandfathered Participant.  
   

6.4         Changes in the Internal Revenue Code of 1954 . With respect to Grandfathered Participants, 
the adoption and maintenance of this Plan also is strictly conditioned upon the existence and continuation of the 
percentage tax rates for corporations stated in Section 11(b) of the Internal Revenue Code of 1954, as amended 
through August 13, 1981 but not thereafter (the “1954 Code”). In particular, the adoption and maintenance of 
this Plan is strictly conditioned upon the rate of tax stated in Section 11(b)(5) of the 1954 Code, that is, “46 
percent of so much of the taxable income as exceeds $100,000.” If (1) 1954 Code Section 11(b) is deleted or 
amended or a surtax or other addition to tax is imposed and, as a result thereof, the rate of federal income tax 
imposed on taxable income of corporations in excess of One Hundred Thousand Dollars ($100,000) is reduced 
below such rate in effect immediately before reduction and is less than forty percent (40%), (2) a tax is imposed 
by the federal government on income, sales, consumption, or the value of goods and services which is not 
currently contained in the Code, or (3) the Code is amended or restated so extensively that in the opinion of the 
legal counsel of BellSouth the tax treatment of this Plan to the Employer has materially changed to the 
detriment of the Employer, then, if the Board so elects within one year after the enactment of the legislation 
causing such event, a Recalculation Event shall be deemed to have occurred and a benefit will be payable only 
as described in Section 6.3.  
   

This Section 6.4 shall be inapplicable with respect to any Non-Grandfathered Participant.  
   



   
6.5           Governing Law . This Plan and the Deferral Agreements shall be construed in accordance 

with the laws of the State of Georgia to the extent such laws are not preempted by ERISA.  
   
6.6         Successors, Mergers, Consolidations . The terms and conditions of this Plan and each 

Deferral Agreement shall inure to the benefit of and bind BellSouth, the other Employers, the Participants, their 
successors, assigns, and personal representatives. If substantially all of the assets of any Employer are acquired 
by another corporation or entity or if an Employer is merged into, or consolidated with, another corporation or 
entity, then the obligations created hereunder and as a result of the Employer’s acceptance of Deferral 
Agreements shall be obligations of the successor corporations or entity.  

   
6.7         Discharge of Employer’s Obligation . The payment by the Employer of the benefits due 

under each and every Deferral Agreement to the Participant or to the person or persons specified in Section 6.1 
or Section 6.1A discharges the Employer’s obligations hereunder, and the Participant has no further rights under 
this Plan or the Deferral Agreements upon receipt by the appropriate person of all benefits.  

   
In addition, (i) if any payment is made to a Participant or his or her Designated Beneficiary with 

respect to benefits described in this Plan from any source arranged by the Employer including, without 
limitation, any fund, trust, insurance arrangement, bond, security device, or any similar arrangement, such 
payment shall be deemed to be in full and complete satisfaction of the obligation of the Employer under this 
Plan and the Deferral Agreements to the extent of such payment as if such payment had been made directly by 
the Employer; and (ii) if any payment from a source described in clause (i) above shall be made, in whole or in 
part, prior to the time payment would be made under the terms of this Plan and the Deferral Agreement, such 
payment shall be deemed to satisfy the Employer’s obligation to pay Plan benefits beginning with the benefit 
which would next become payable under the Plan and the Deferral Agreement and continuing in the order in 
which benefits are so payable, until the payment from such other source is fully recovered. In determining the 
benefits satisfied by a payment described in clause (ii), Plan benefits, as they become payable, shall be 
discounted to their value as of the date such actual payment was made using an interest rate equal to the 
valuation interest rate for deferred annuities as last published by the Pension Benefit Guaranty Corporation prior 
to the date of such actual payment. If the benefits which actually become payable under this Plan, after applying 
the discount described in the preceding sentence, are less than the amount of the payment(s) described in clause 
(ii), any such shortfall shall not be collected from or enforced against the Participant as a claim by the 
Employer.  
   

6.8         Social Security and Income Tax Withholding . Each Participant agrees as a condition of 
participation hereunder that his or her Employer may withhold federal, state, and local income taxes and Social 
Security taxes from any distribution or benefit paid hereunder.  

   
6.9         Notice; Delivery of Deferral Agreement . Any notice required to be delivered hereunder and 

any Deferral Agreement is properly delivered to Employer when personally delivered to, or actually received 
from the United States mail, postage prepaid, by Executive Compensation Matters Group, Room 13K06, 
BellSouth Corporation, 1155 Peachtree Street, N.E., Atlanta, Georgia 30309-3610, or at such other address as 
the Plan Administrator shall prescribe from time to time.  

   
6.10       Nature of Obligations Created Hereunder . The Participants agree as a condition of 

participation hereunder that:  
   



(a)         Participants have the status of general, unsecured creditors of the Employer and the Plan, and 
the Deferral Agreements constitute the mere promise by the Employer to make benefit payments in the future;  

   
(b)        Nothing contained in this Plan or any Deferral Agreement shall create or be construed to 

create a trust of any kind between BellSouth, any Employer, and any Participant.  
   
(c)         Benefits payable, and rights to benefits under, this Plan and Deferral Agreements may not be 

anticipated, sold, assigned (either at law or in equity), transferred, pledged, encumbered or subject to 
attachment, garnishment, levy, execution or other legal or equitable process.  
   

The Plan is intended to be unfunded for purposes of ERISA and the Code.  
   

6.11       No Modification of Employment Agreement . Neither this Plan nor any Deferral Agreement 
constitutes a modification of the employment agreement of any Participant, and no right to continued 
employment is created by this Plan or the Deferral Agreement.  

   
6.12     Liability of Employers for Individual Participants Employed by More than One Employer; 

Applicability of Deferral Agreement Filed with One Employer to Subsequent Employers. Any Deferral 
Agreement which is timely executed and delivered to an Employer shall be effective to defer Compensation 
earned by the Participant from that Employer or any other Employer during the period in which the Deferral 
Agreement is effective. The execution and delivery of a Deferral Agreement by a Participant constitutes an 
election by the Participant to defer Compensation earned from any Employer under the terms of this Plan. A 
Participant who timely executes and delivers a Deferral Agreement to one Employer and who subsequently 
transfers to another Employer or otherwise terminates employment and becomes employed by another 
Employer shall have the Compensation which is paid to him or her by both Employers reduced under the terms 
of the Deferral Agreement and this Plan as if the transfer or termination and reemployment had not occurred. 
The Employer which accepts an executed, timely delivered Deferral Agreement is liable to the Participant for 
all benefits which may be payable under, and as a result of, that Deferral Agreement notwithstanding the 
transfer of a Participant to or from another Employer, or the termination and reemployment of a Participant by 
another Employer. If a Participant timely executes and delivers Deferral Agreements to more than one 
Employer, each Employer is singly and not jointly liable for the Deferral Agreement or Deferral Agreements 
which it accepted. Any provision of this Plan which refers to a benefit or payment which is payable as a result 
of more than one (1) Deferral Agreement shall be construed to apply only to the Deferral Agreements delivered 
by that Participant and accepted by each separate Employer of that Participant, and not to all Deferral 
Agreements executed and timely delivered by one Participant or all Participants to all Employers, each Deferral 
Agreement which incorporates the terms of this constituting a separate contractual obligation of a single 
Employer.  

   
6.13       Savings Clause . In the event any provision of the Plan shall be held illegal or invalid for any 

reason, the illegality or invalidity shall not affect the remaining parts of the Plan, and the Plan shall be construed 
and enforced as if the illegal or invalid provision had not been included.  

   
6.14       Plan to Comply with Code Section 409A . Notwithstanding any provision to the contrary in 

this Plan, each provision of this Plan shall be interpreted to permit the deferral of compensation and the 
payment of deferred amounts in accordance with Code Section 409A and any provision that would conflict with 
such requirements shall not be valid or enforceable.  

   



EXHIBIT A 
  

   
DEFERRAL AGREEMENT  

FOR THE BELLSOUTH NONQUALIFIED DEFERRED COMPENSATION PLAN  
(for Nonemployee Directors)  

   
   

1.           Amount of Deferral . I, ____________________________________________ (___-__-___), 
hereby agree to participate in the BellSouth Nonqualified Deferred Compensation Plan (“Plan”). I have read the 
Plan in its entirety and agree to its terms and conditions, which are incorporated herein by reference. Pursuant to 
the terms of the Plan, I elect to defer from my compensation to be paid to me in Plan Year 19__ ___% of my 
compensation. (Choose amount less than or equal to 100% of Compensation.) I understand that the 
Compensation which ordinarily would be paid to me in that Plan Year will be reduced by the amount of my 
deferral and that such reduction will be made only from my retainer and fees as a director. I further understand 
that the amount of directors’ fees which will be paid to me depends on the full performance of my obligations as 
a director for the entire year and that the total amount of directors’ fees paid to me during the year will be 
decreased from the amount normally paid to directors if I fail to attend any scheduled meetings of the Board of 
Directors or the committees upon which I serve.  

   
2.           Retirement Benefits . In consideration for my deferral, the Employer shall pay to me the 

following benefits determined in accordance with the terms and conditions of the Plan:  
   
3.           Interim Distributions . In consideration for my deferral, the Employer shall pay to me the 

following benefits on the dates specified, if I am entitled to these benefits under the terms and conditions of the 
Plan:  

   
4.           Recalculation Event . If a Recalculation Event applicable to me occurs, the Employer shall 

pay to me benefits in an amount determined in accordance with the terms and conditions of paragraph 6.3 of the 
Plan paid in accordance with the terms elected below. The undistributed balance of the recalculated amount will 
continue to accumulate at the reduced rate specified in paragraph 6.3 of the Plan.  
   

   

   

   
5.           Irrevocable Election . This election is irrevocable after November 30 immediately preceding 

the Plan Year to which this Agreement pertains.  
   
6.           Primacy of Plan . I recognize that I am entitled to benefits hereunder and that this Agreement 

is subject to the terms and conditions of the Plan.  

   •  Recalculated amount paid in a lump sum as soon as administratively practicable after the 
first day of the year following the date of the Recalculation Event.  

   •  Recalculated amount paid in four annual payments beginning as soon as administratively 
practicable after the first day of the year following the date of the Recalculation Event.  

   •  Recalculated amount paid in same number of payments beginning on the same date as 
specified in paragraph 2 of this Agreement.  



   

   
   

   

   

   

   
   

   ___  I decline to participate in Plan Year 19__.  

__________________________________  ____________________________________  

Director Signature  Employer Signature  

__________________________________  ____________________________________  

Date  Date  



EXHIBIT B 
  

   
DEFERRAL AGREEMENT  

FOR THE BELLSOUTH NONQUALIFIED DEFERRED COMPENSATION PLAN  
(for officers and selected executive employees)  

   
   

1.           Amount of Deferral . I, ________________________________, hereby agree to participate 
in the BellSouth Nonqualified Deferred Compensation Plan (“Plan”). I have read the Plan in its entirety and 
agree to its terms and conditions, which are incorporated herein by reference. Pursuant to the terms of the Plan, 
I elect to defer from my compensation to be paid to me in Plan Year 19__ the sum of ________Dollars. 
(Choose amount less than or equal to 35% of Compensation Rate rounded to the next higher thousand dollars). I 
understand that my Compensation which ordinarily would be paid to me in that Plan Year will be reduced by 
the amount of my deferral, and that such reduction will be made only from my gross monthly salary, not from 
my bonus or incentive award which may be payable to me.  

   
2.           Retirement Benefits . In consideration for my deferral, the Employer shall pay to me the 

following benefits on the dates specified, if I am entitled to these benefits under the terms and conditions of the 
Plan:  

   
3.           Interim Distributions . In consideration for my deferral, the Employer shall pay to me the 

following benefits on the dates specified, if I am entitled to these benefits under the terms and conditions of the 
Plan:  

   
4.           Recalculation Event . If a Recalculation Event applicable to me occurs, the Employer shall 

pay to me benefits in an amount determined in accordance with the terms and conditions of paragraph 6.3 of the 
Plan paid in accordance with the terms elected below. The undistributed balance of the recalculated amount will 
continue to accumulate at the reduced rate specified in paragraph 6.3 of the Plan  
   

   

   

   
5.             Irrevocable Election . This election is irrevocable after November 30 immediately preceding 

the Plan Year to which this Agreement pertains.  
   
6.           Primacy of Plan . I recognize that I am entitled to benefits hereunder and that this Agreement 

is subject to the terms and conditions of the Plan.  
   

   •  Recalculated amount paid in a lump sum as soon as administratively practicable after the 
first day of the year following the date of the Recalculation Event.  

   •  Recalculated amount paid in four annual payments beginning as soon as administratively 
practicable after the first day of the year following the date of the Recalculation Event.  

   •  Recalculated amount in same number of payments beginning on the same date as specified 
in paragraph 2 of this Agreement.  



   

   
   

   

   

   

   
   

   ___  I decline to participate in Plan Year 19__.  

__________________________________  ____________________________________  

Director Signature  Employer Signature  

__________________________________  ____________________________________  

Date  Date  



EXHIBIT C 
  

DEFERRAL AGREEMENT  
FOR THE BELLSOUTH NONQUALIFIED DEFERRED COMPENSATION PLAN - SCHEDULE B  

(for Nonemployee Directors)  
   

1.           Amount of Deferral . I, ______________________________ (___-__-____), hereby agree to 
participate in the BellSouth Nonqualified Deferred Compensation Plan (“Plan”). I have read the Plan in its 
entirety and agree to its terms and conditions, which are incorporated herein by reference. Pursuant to the terms 
of the Plan, I elect to defer from my Compensation to be paid to me in Plan Year 19__ __% of my 
Compensation. (Choose amount less than or equal to 100% of Compensation.) I understand that the 
Compensation which ordinarily would be paid to me in that Plan Year will be reduced by the amount of my 
deferral and that such reduction will be made only from my retainer and fees as a director. I also understand that 
the amount of directors’ fees which will be paid to me depends on the full performance of my obligations as a 
director for the entire year and that the total amount of directors’ fees paid to me during the year will be 
decreased from the amount normally paid to directors if I fail to attend any scheduled meetings of the Board of 
Directors or the committees upon which I serve. I further understand that my election below will be irrevocable 
after the November 30th immediately preceding the above Plan Year and recognize that my benefits under this 
Agreement are subject to the terms and conditions of the Plan.  

   
[CHECK AND COMPLETE WHICHEVER ONE APPLIES OF A, B OR C BELOW]  

   

   
2.           Retirement Benefits . In consideration for my deferral, the Employer shall pay to me the 

following benefits determined in accordance with the terms and conditions of the Plan:  
   

   

   

   

   

   

   

   

___  A.  FIXED BENEFIT AGREEMENT ELECTION  

   Beginning on January 1, ____ the Employer will pay me $___________  

   annually for ____ years.  

   3.  Interim Distributions . Not applicable.  

   4.  Recalculation Event . If a Recalculation Event applicable to me occurs, the Employer shall pay 
to me benefits in an amount determined in accordance with the terms and conditions of 
paragraph 6.3 of the Plan paid in accordance with the terms elected below. The undistributed 
balance of the recalculated amount will continue to accumulate at the reduced rate specified in 
paragraph 6.3 of the Plan.  

   •  Recalculated amount paid in a lump sum as soon as administratively practicable after the 
first day of the year following the date of the Recalculation Event.  

   •  Recalculated amount paid in four annual payments beginning as soon as administratively 
practicable after the first day of the year following the date of the Recalculation Event.  

   •  Recalculated amount paid in same number of payments beginning on the same date as 
specified in paragraph 2 of this Agreement.  



   

   
2.           Retirement Benefits . In consideration for my deferral, I will be credited with Stock Units 

based upon Compensation deferred and dividend equivalents and the Employer shall pay to me the value of 
those Stock Units in ________ (specify number not to exceed 10) annual installments, the first of which shall be 
paid as of the first day of the calendar quarter following my Retirement and the remainder of which shall be 
paid as of each succeeding anniversary of such date.  
   

   

   

   

   
   

   

   

   

   

___  B.  STOCK UNIT AGREEMENT ELECTION  

   3.  Interim Distributions . Not applicable.  

   4.  Recalculation Event . Not applicable.  

___  C.  DECLINE PARTICIPATION  

   I decline to participate for Plan Year 19__.  

__________________________________  ____________________________________  

Director Signature  Employer Signature  

__________________________________  ____________________________________  

Date  Date  



   
   

EXHIBIT D 
   
   

DEFERRAL AGREEMENT  
FOR THE BELLSOUTH NONQUALIFIED DEFERRED COMPENSATION PLAN  

(For officers and selected executive employees)  
   

THIS AGREEMENT is made this _____ day of ____________, 19 __ , by and between 
_______________________ (the “Company”) and _________________ (the “Executive”);  

   
W I T N E S S E T H:  

   
WHEREAS, the Executive may retire from the service of the Company under the terms of a 

separation arrangement to be mutually agreed upon (the “Separation Agreement”); and  
   
WHEREAS, the Company desires to permit the Executive to elect irrevocably to defer, under the 

BellSouth Nonqualified Deferred Compensation Plan (the “Plan”), a portion of the lump-sum separation 
allowance to which he may become entitled under the Separation Agreement, and the Executive desires to make 
such deferral;  
   

   
1.  
   

PLAN PROVISIONS CONTROL  
   

The Plan, including all terms, conditions, restrictions and limitations contained therein, is hereby 
incorporated by reference and made a part of this Agreement for all purposes. The terms and conditions 
applicable to the plan year of the Plan in which the Executive separates from service shall apply to deferrals 
hereunder. In interpreting the Plan for purposes of this Agreement, the lump-sum separation allowance payable 
under the Separation Agreement shall not be included in the Executive’s “Compensation Rate” as that term is 
used in the Plan.  

   
2.  
   

CONDITIONAL DEFERRAL  
   

The deferral election contained herein shall be irrevocable by the Executive upon its submission to the 
Company but shall be expressly conditioned upon the Executive’s separation from service under the Separation 
Agreement. If the Executive does not separate from service under the Separation Agreement, this Agreement 
shall be null and void. Neither the Company’s offering of this deferral opportunity to the Executive, the 
Company’s acceptance of the Executive’s deferral election contained in this Agreement, nor any other provision 
hereof shall in any way be construed as conferring upon the Executive any right or entitlement to any payment 
under the Separation Agreement.  
   

   NOW, THEREFORE, it is mutually agreed as follows:  



3.  
   

DEFERRAL ELECTION(S)  
   

The Executive hereby irrevocably elects to defer from the lump-sum separation allowance payable 
under the Separation Agreement the dollar amount by which any election of deferrals from base salary under 
the Plan for the plan year of the Plan in which the Executive separates from service has not been satisfied by the 
time the Executive separates.  

   
YES _______    NO _______  

   

   

   
I understand that the lump-sum separation allowance payable under the Separation Agreement which 

would otherwise have been paid to me will be reduced by the amount of my deferral(s).  
   

4.  
   

RETIREMENT BENEFITS  
   

In consideration of my deferral described in section 3(a) above, if any, the Company shall pay to me 
the following benefits on the dates specified, if I am entitled to these benefits under the terms and conditions of 
the Plan:  

   
5.  
   

INTERIM DISTRIBUTIONS  
   

In consideration for my deferral described in section 3(a) above, if any, the Company shall pay to me 
the following benefits on the dates specified, if I am entitled to these benefits under the terms and conditions of 
the Plan:  

   
6.  
   

RECALCULATION EVENT  
   

If a Recalculation Event occurs, the Company shall pay to me benefits attributable to my deferral 
described in section 3(a) above in an amount determined in accordance with the terms elected below. The 
undistributed balance of the recalculated amount will continue to accumulate at the reduced rate specified in 
paragraph 6.3 of the Plan.  
   

   

   

   Such amounts shall be subject to the terms of the  

   original Deferral Agreement to which they relate.  

   •  Recalculated amount paid in a lump sum as soon as administratively practicable after the 
first day of the year following the date of the Recalculation Event.  

   •  Recalculated amount paid in four annual payments beginning as soon as administratively 
practicable after the first day of the year following the date of the Recalculation Event.  



   

   
IN WITNESS WHEREOF, the Company has caused this Agreement to be executed in its corporate 

name by a duly authorized officer, and the Executive has hereunto set his hand, as of the date set forth above.  
   

   

   

   

   

   
   
   
   
   
   

   •  Recalculated amount paid in same number of payments beginning on the same date as 
specified in paragraph 2 of this Agreement.  

Executive:  THE COMPANY:  

__________________________________  By: ________________________________  

Signature  Signature  

__________________________________  ___________________________________  

Name (Print)  Title  
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BELLSOUTH CORPORATION  
DEFERRED COMPENSATION PLAN FOR NON-EMPLOYEE DIRECTORS  

   
AS AMENDED AND RESTATED EFFECTIVE MARCH 9, 1984  

   

   
Each member of the Board of Directors of BellSouth Corporation ("Company") who is not an employee of 
the Company, or any of its affiliates, is eligible to participate in a Deferred Compensation Plan for Non-
Employee Directors ("Plan").  
   

   

   

   

   

1.  Eligibility  

2.  Participation  

   (a)  Prior to the beginning of any calendar year, commencing with the calendar year 1984, each eligible 
Director may elect to participate in the Plan by directing that all or any part of the compensation which 
would otherwise have been payable currently for services as a Director (including fees payable for 
services as a member of a committee of the Board) during such calendar year and subsequent calendar 
years shall be credited to a deferred compensation account subject to the terms of the Plan.  

   (b)  Notwithstanding the provisions of item 2(a), in the case of a newly appointed Director, the Director 
may elect within 60 days of his or her appointment to participate in the Plan, but only with respect to 
compensation for services performed subsequent to his or her election to participate in the Plan for 
which the Director has not yet been paid.  

   (c)  An election to participate in the Plan shall be in the form of a document executed by the Director and 
filed with the Secretary of the Company. An election relating to compensation otherwise payable 
currently in any calendar year shall become irrevocable on the last day prior to the beginning of such 
calendar year. In the case of a newly-appointed Director who has made an election pursuant to the 
terms of item 2(b), such election shall become irrevocable immediately with respect to compensation 
for subsequently performed services during the remaining portion of that calendar year. An election 
shall continue until a Director ceases to be a Director or until he or she terminates or modifies such 
election by written notice. Any such termination or modification shall become effective as of the end 
of the calendar year in which such notice is given with respect to all compensation otherwise payable 
in subsequent calendar years.  

   (d)  A Director who has filed a termination of election may thereafter again file an election to participate 
for any calendar year or years subsequent to the filing of such election.  



   

   
All deferred amounts shall be held in the general funds of the Company and shall be credited to the 
Director's account and shall bear interest from the date such compensation would otherwise be paid. The 
interest credited to the account will be compounded quarterly at the end of each calendar quarter. The rate 
of interest credited at the end of each calendar quarter during the calendar year 1984 and subsequent 
calendar years shall be based on the average U.S. Treasury 10-year note rate for the previous calendar 
quarter.  

   

   

   

   

   

   
2  

3.  Deferred Compensation Accounts  

4.  Distribution  

   (a)  At the time of election to participate in the Plan, a Director shall also make an election with respect to 
the distribution of amounts deferred under the Plan plus accumulated interest. A director may elect to 
receive such amounts in one payment or in some other number of equal annual installments (not 
exceeding 10). The first installment (or the single payment if the Director has so elected) shall be paid 
on the first day of the calendar year immediately following the year in which the Director ceases to be 
a Director of the Company, and subsequent installments shall be paid on the first day of each 
succeeding calendar year until the entire amount credited to the Director's account shall have been 
paid. Amounts held pending distribution pursuant to this Item shall continue to accrue interest at the 
rate stated in Item 3.  

   (b)  The election with respect to the distribution of amounts deferred under the Plan plus accumulated 
interest shall be contained in the document, referred to in Item 2(c), executed by the Director and filed 
with the Secretary of the Company. Such an election relating to fees otherwise payable currently in any 
calendar year shall become irrevocable on the last day prior to the beginning of such calendar year.  

   (c)  Notwithstanding an election pursuant to Item 4(a), in the event a Director ceases to be a Director of the 
Company and becomes a proprietor, officer, partner, employee, or otherwise becomes affiliated with 
any business that is in competition with the Company or any of its subsidiaries, or becomes employed 
by any governmental agency having jurisdiction over the activities of the Company or any of its 
subsidiaries, the entire balance of deferred fees, including interest, shall be paid immediately in a 
single payment.  

   (d)  If a Director should die before full payment of all amounts credited to his or her account, the balance 
of deferred fees, and interest, shall be paid on the first day of the calendar year following the year of 
death to the beneficiary or beneficiaries designated in writing by the Director, or if no designation has 
been made, to the estate of the Director.  



   

   

   

   

   

The foregoing Plan, as amended and restated effective March 9, 1984, is approved on behalf of the 

Company and shall be applicable to any non-employee Director who elects to participate in it.  

   

   
   
   
   

3  
   
   

5.  Miscellaneous  

   (a)  The right of a Director to any deferred fees and/or interest thereon shall not be subject to assignment 
by the Director.  

   (b)  The Company shall not be required to reserve, or otherwise set aside, funds for the payment of its 
obligations hereunder.  

   (c)  Copies of the Plan and any and all amendments thereto shall be made available at all reasonable times 
at the office of the Secretary of the Company to all Directors.  

Dated:  3/9/84     /s/ John L. Clendenin  
         President  
            
            
Attest:           
            
/s/ O. K. Williamson        
Secretary  
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BELLSOUTH CORPORATION DIRECTORS' COMPENSATION DEFER RAL PLAN  
AS AMENDED AND RESTATED EFFECTIVE MAY 1, 2001  

   
Effective as of the 1st day of May, 2001, BellSouth Corporation ("BellSouth") hereby amends and restates the 
BellSouth Corporation Directors' Compensation Deferral Plan (the "Plan").  
   

BACKGROUND AND PURPOSE  
   
A. Goal. BellSouth desires to provide nonemployee members of its Board of Directors, and nonemployee 
members of the Board of Directors of those of its affiliated companies that participate in the Plan, with an 
opportunity (i) to defer the receipt and income taxation of a portion of such directors' retainers, fees, and other 
compensation as described in the Plan; and (ii) to receive an investment return on those deferred amounts which 
approximates the return of BellSouth stock, and an indexed rate of interest.  
   
B. Purpose. The purpose of the Plan is to set forth the terms and conditions pursuant to which these deferrals 
may be made and deemed invested and to describe the nature and extent of the directors' rights to their deferred 
amounts.  
   
C. Type of Plan. The Plan constitutes an unfunded, nonqualified deferred compensation plan.  
   

ARTICLE I  
DEFINITIONS  

   
For purposes of the Plan, each of the following terms, when used with an initial capital letter, shall have the 
meaning set forth below unless a different meaning plainly is required by the context.  
   
1.1 "Account" shall mean, with respect to a Participant or Beneficiary, the total dollar amount or value 
evidenced by the last balance posted in accordance with the terms of the Plan to the account record established 
for such Participant or Beneficiary with respect to the Deferral Contributions of such Participant for any Plan 
Year. "Account" shall also refer to a Master Account.  
   
1.2 "Affiliate" shall mean at any time any corporation, joint venture or partnership in which BellSouth owns 
directly or indirectly, (i) with respect to a corporation, stock possessing at least ten percent (10%) of the total 
combined voting power of all classes of stock in the corporation, or (ii) in the case of a joint venture or 
partnership, a ten percent (10%) or greater interest in the capital or profits of such joint venture or partnership.  
   
1.3 "BellSouth" shall mean BellSouth Corporation, a Georgia corporation.  
   
1.4 "Beneficiary" shall mean, with respect to a Participant, the person(s) determined in accordance with Section 
5.5 to receive any death benefits that may be payable under the Plan upon the death of the Participant.  
   
1.5 "Board" shall mean the Board of Directors of BellSouth.  
   
1.6 "Business Day" shall mean each day on which the New York Stock Exchange operates and is open to the 
public for trading.  
   
1.7 "Code" shall mean the Internal Revenue Code of 1986, as amended.  



1.8 "Company Stock" shall mean the $1.00 par value per share voting common stock of BellSouth.  
   
1.9 "Compensation" shall mean the total of the directors' fees and retainers which actually would be payable to 
a Nonemployee Director during a Plan Year absent a Deferral Election under this Plan.  
   
1.10 "Credited Interest Rate" shall mean, for each Plan Year, the rate of return equal to Moody's Monthly 
Average of Yields of a Corporate Bonds, as published by Moody's Investors Service, Inc., for the month of July 
immediately preceding such Plan Year. If such rate (or any alternative rate described in this sentence) is at any 
time no longer available, the Plan Administrator shall designate an alternative rate which in the Plan 
Administrator's reasonable judgment is generally comparable to the rate described in the preceding sentence, 
and such alternative rate shall thereafter be the Credited Interest Rate.  
   
1.11 "Deferral Contributions" shall mean, for each Plan Year, that portion of a Participant's Compensation and 
that portion of a Participant's Stock Grant deferred under the Plan pursuant to Section 3.2.  
   
1.12 "Deferral Election" shall mean a written election form provided by the Plan Administrator on which a 
Nonemployee Director may elect to defer under the Plan all or a portion of such individual's Compensation 
and/or Stock Grant for a Plan Year.  
   
1.13 "Effective Date" shall mean May 1, 1997, the original effective date of the Plan.  
   
1.14 "Election Deadline" shall mean, with respect to a Plan Year:  
   

(a) For a Nonemployee Director who is then a member of the Board, the November 30 (or if November 30 
is not a Business Day, the last Business Day immediately preceding November 30) immediately preceding the 
first day of such Plan Year.  
   

(b) For a Nonemployee Director who is first elected by shareholders to be a member of the Board after (or 
within thirty (30) days before) the Election Deadline described in Section 1.14(a) above with respect to a Plan 
Year, the date which is thirty (30) days after the date the Nonemployee Director first becomes eligible to 
participate in the Plan.  
   
1.15 "Election Package" shall mean a package consisting of a Deferral Election, an Investment Election and 
such other forms and documents distributed to Nonemployee Directors by the Plan Administrator for the 
purpose of allowing them to elect to actively participate in the Plan for a Plan Year.  
   
1.16 "Interest Income Option" shall mean the Investment Option described in Section 4.4, pursuant to which a 
Participant's deemed investment earnings are determined on the basis of the Credited Interest Rate.  
   
1.17 "Interest Income Subaccount" shall mean a bookkeeping subaccount reflecting that portion of a 
Participant's Accounts for each Plan Year which is deemed to be invested in the Interest Income Option.  
   
1.18 "Investment Election" shall mean a written election form provided by the Plan Administrator on which a 
Nonemployee Director may elect to have such individual's Deferral Contributions for a Plan Year (and all 
investment earnings attributable thereto) deemed invested in either the Stock Unit Option and/or the Interest 
Income Option, to the extent permitted under the terms of the Plan.  
   
1.19 "Investment Options" shall mean the Stock Unit Option and the Interest Income Option.  
   
1.19A "Master Account" shall have the meaning ascribed to such term in Article VI-A.  



   
1.20 "Nonemployee Director" shall mean a member of the Board, or a member of the Board of Directors of any 
other Participating Company, who is not concurrently a common law employee of a Participating Company.  
   
1.21 "Participant" shall mean any person participating in the Plan pursuant to the provisions of Article II.  
   
1.22 "Participating Company" shall mean BellSouth and each Affiliate which, by action of its Board of 
Directors (or equivalent governing body), adopts the Plan as a Participating Company with the approval of the 
Plan Administrator.  
   
1.23 "Plan" shall mean the BellSouth Corporation Directors' Compensation Deferral Plan, as contained herein 
and all amendments hereto.  
   
1.24 "Plan Administrator" shall mean the Chief Executive Officer of BellSouth and any individual or committee 
the Chief Executive Officer designates to act on his or her behalf with respect to any or all of the Chief 
Executive Officer's responsibilities hereunder; provided, the Board may designate any other person or 
committee to serve in lieu of the Chief Executive Officer as the Plan Administrator with respect to any or all of 
the administrative responsibilities hereunder.  
   
1.25 "Plan Year" shall mean each fiscal year period beginning on May 1 and ending on April 30 of the 
succeeding calendar year.  
   
1.26 "Stock Grant" shall mean for each Plan Year the annual grant of two hundred (200) shares of Company 
Stock awarded to Nonemployee Directors beginning May 1, 1997, or such other amount as may be determined 
by the Board from time to time.  
   
1.27 "Stock Unit" shall mean an accounting entry that represents an unsecured obligation of a Participating 
Company to pay to a Participant an amount which is based on the fair market value of one share of Company 
Stock as set forth herein. A Stock Unit shall not carry any voting, dividend or other similar rights and shall not 
constitute an option or any other right to acquire any equity securities of BellSouth.  
   
1.28 "Stock Unit Option" shall mean the Investment Option described in Section 4.3, pursuant to which a 
Participant's deemed investment earnings are determined by the rate of return (determined as provided in the 
Plan) applicable to Stock Units.  
   
1.29 "Stock Unit Subaccount" shall mean a bookkeeping subaccount reflecting that portion of a Participant's 
Account for each Plan Year which is deemed to be invested in the Stock Unit Option.  
   
1.30 "Valuation Date" shall mean (i) for purposes of Article V, each December 31 (or, if December 31 is not a 
Business Day, the last Business Day immediately preceding December 31), and (ii) for all other purposes, each 
April 30, July 31, October 31, and January 31 (or if any such date is not a Business Day, the last Business Day 
immediately preceding such date), and each other day declared by the Plan Administrator to be a Valuation 
Date.  
   

ARTICLE II  
ELIGIBILITY AND PARTICIPATION  

   
2.1 Annual Participation. Each individual who is a Nonemployee Director as of the first day of a Plan Year and 
is a member of the Board before the beginning of such Plan Year shall be eligible to defer all or a portion of 
such individual's Compensation and Stock Grant and thereby to actively participate in the Plan for such Plan 
Year. Such individual's participation shall become effective as of the first day of such Plan Year, assuming such 
individual properly and timely completes the election procedures described below."  



   
2.2 Interim Plan Year Participation. Each individual who becomes a Nonemployee Director during a Plan 

Year shall be immediately eligible to make a Deferral Election and thereby to participate actively in the Plan for 
the remainder of such Plan Year.  
   

2.3 Election Procedures. Each Nonemployee Director shall elect to defer all or a portion of such individual's 
Compensation, all or a portion of such individual's Stock Grant, or both, and thereby become an active 
Participant for a Plan Year by delivering a completed Deferral Election and an Investment Election by the 
Election Deadline. The Plan Administrator also may require the Nonemployee Director to complete other forms 
and provide other data, as a condition of participation in the Plan.  
   

2.4 Cessation of Eligibility. A Nonemployee Director's active participation in the Plan shall terminate, and 
such individual shall not be eligible to make any additional Deferral Contributions for any portion of a Plan 
Year following the date such individual's service as a Nonemployee Director with BellSouth and all 
Participating Companies terminates (unless such individual once again becomes a Nonemployee Director later 
in such Plan Year). In addition, an individual who actively participated in the Plan during prior Plan Years but 
who is not a Nonemployee Director or does not complete the election procedures, for a subsequent Plan Year, 
shall cease active participation in the Plan for such subsequent Plan Year. Even if an individual's active 
participation in the Plan ends, such individual shall remain an inactive Participant in the Plan until the earlier of 
(i) the date the full amount of such individual's Accounts is distributed from the Plan, or (ii) the date such 
individual again becomes a Nonemployee Director and recommences active participation in the Plan. During 
the period of time that an individual is an inactive Participant in the Plan, such individual's Accounts shall 
continue to be credited with deemed earnings as provided in the Plan.  
   

ARTICLE III  
PARTICIPANTS' ACCOUNTS; DEFERRAL CONTRIBUTIONS  

   

   
(a) Establishment of Accounts. The Plan Administrator shall establish and maintain an Account on behalf 

of each Participant for each Plan Year for which the Participant makes Deferral Contributions. The Plan 
Administrator shall credit each Participant's Account with the Participant's Deferral Contributions for such Plan 
Year and earnings attributable thereto, and shall maintain such Account until the value thereof has been 
distributed to or on behalf of the Participant or the Participant's Beneficiary.  
   

(b) Nature of Contributions and Accounts. The amounts credited to a Participant's Accounts shall be 
represented solely by bookkeeping entries. Except as provided in Article VIII, no monies or other assets shall 
actually be set aside for such Participant, and all payments to a Participant under the Plan shall be made from 
the general assets of the Participating Companies.  
   

(c) Several Liabilities. Each Participating Company shall be severally (and not jointly) liable for the 
payment of benefits under the Plan under Deferral Elections executed by Nonemployee Directors with, and 
while serving as a Nonemployee Director of, such Participating Company.  
   

(d) General Creditors. Any assets which may be acquired by a Participating Company in anticipation of its 
obligations under the Plan shall be part of the general assets of such Participating Company. A Participating 
Company's obligation to pay benefits under the Plan constitutes a mere promise of such  

   3.1  Participants' Accounts.  



Participating Company to pay such benefits, and a Participant or Beneficiary shall be and remain no more than 
an unsecured, general creditor of such Participating Company.  
   

3.2 Deferral Contributions. Each Nonemployee Director may irrevocably elect to have Deferral 
Contributions made for a Plan Year by completing in a timely manner a Deferral Election and an Investment 
Election and following other election procedures as provided in Section 2.3. Subject to any modifications, 
additions or exceptions that the Plan Administrator, in its sole discretion, deems necessary, appropriate or 
helpful, the following terms shall apply to such Deferral Elections:  
   

a) Effective Date. A Participant's Deferral Election for all or a portion of a Plan Year shall be effective 
beginning with the first Compensation or Stock Grant paid (i) in such Plan Year with respect to a Participant 
participating for the entire Plan Year, and (ii) with respect to a Participant participating for a portion of a Plan 
Year, in the calendar month following the calendar month in which the Participant makes a Deferral Election. 
To be effective, a Participant's Deferral Election must be made by the Election Deadline. Any Nonemployee 
Director who fails to deliver a Deferral Election, or to complete any of the other requisite election procedures, 
in a timely manner, shall be deemed to have elected not to participate in the Plan for that Plan Year.  
   

(b) Term. Each Participant's Deferral Election regarding Compensation for a Plan Year shall remain in 
effect with respect to a portion of all Compensation paid or payable during such Plan Year, but shall not apply 
to any subsequent Plan Year.  
   

   
(i) Compensation Deferrals. To defer Compensation, a Nonemployee Director's Deferral Election shall 

specify a whole percentage, in increments of ten percent (10%), of Compensation for a Plan Year to be 
deferred. A Nonemployee Director may defer for any Plan Year up to one hundred percent (100%) of the 
Nonemployee Director's Compensation for such Plan Year The percentage so elected shall be withheld from 
each payment of Compensation otherwise payable to such Nonemployee Director during the Plan Year. 
Notwithstanding any provision of this Plan or a Deferral Election to the contrary, however, the amount withheld 
from any payment of Compensation shall be reduced automatically, if necessary, so that it does not exceed the 
amount of such payment net of all withholding, allotments and deductions, other than any reduction pursuant to 
such Deferral Election. No amounts shall be withheld during any period an individual ceases to receive 
Compensation as a Nonemployee Director for any reason during the Plan Year. No adjustment shall be made in 
the amount to be withheld from any subsequent payment of Compensation for a Plan Year to compensate for 
any missed or reduced withholding amounts above.  
   

(ii) Stock Grant Deferrals. To defer from a Stock Grant, a Nonemployee Director's Deferral Election 
shall specify the number of shares of Company Stock, in increments of one hundred (100) shares, to be 
deferred. A Nonemployee Director may defer for any Plan Year up to one hundred percent (100%) of the Stock 
Grant awarded for such year.  
   

(d) Revocation. Once made for a Plan Year, a Participant may not revoke a Deferral Election for such Plan 
Year.  
   

(e) Crediting of Deferral Contributions. The Plan Administrator shall credit to each Participant's Account 
for a Plan Year the amount of Compensation or Stock Grant, or both, reflected on the Participant's Deferral 
Election as of the date(s) on which such Compensation or Stock Grant would have been paid if not subject to 
the Participant's Deferral Election.  

   (c)  Amount.  



3.3 Deferral Elections and Multiple Participating Companies. Any Deferral Election which is timely 
executed and delivered to the Plan Administrator shall be effective to defer Compensation and Stock Grant 
earned by the Participant from the Participating Company with respect to which such Participant is a 
Nonemployee Director at the time of the election, or any other Participating Company with respect to which 
such Participant is a Nonemployee Director during the Plan Year for which the Deferral Election is effective. In 
particular, a Participant (i) who timely executes and delivers a Deferral Election while serving as a 
Nonemployee Director of one Participating Company and subsequently becomes a Nonemployee Director of 
another Participating Company, or (ii) who ceases service as a Nonemployee Director and subsequently 
becomes a Nonemployee Director of another Participating Company, shall have the Compensation and Stock 
Grant that is paid or payable to him by both Participating Companies reduced under the terms of the Deferral 
Election and the Plan as if the moves had not occurred; provided, that, as provided in Section 3.2(c), no 
amounts of Compensation shall be withheld attributable to any portion of the Plan Year during which he is not 
receiving Compensation as a Nonemployee Director of a Participating Company.  
   

3.4 Vesting. A Participant shall at all times be fully vested in such Participant's Deferral Contributions and 
all deemed investment earnings attributable thereto.  
   

ARTICLE IV  
DETERMINATION AND CREDITING OF INVESTMENT RETURN  

   
4.1 General Investment Parameters. The rate of return credited to each Participant's Accounts shall be 
determined on the basis of the Investment Option(s) applicable to the Participant's Accounts, as set forth in this 
Article IV.  
   

4.2 Deemed Investments The manner in which each Participant's Deferral Contributions for each Plan Year 
shall be deemed invested in and between the Stock Unit Option and/or the Interest Income Option, shall be 
determined in accordance with the following terms:  
   

(a) Nature of Deemed Investments. A deemed investment in the Stock Unit Option and/or Interest Income 
Option shall be for the sole purpose of determining the rate of return to be credited to a Participant's Account, 
and shall not be treated or interpreted in any manner whatsoever as a requirement or direction to actually invest 
assets in Company Stock, an interest income fund, or any other investment media. The Plan, as an unfunded, 
nonqualified deferred compensation plan, at no time shall have any actual investment of assets relative to the 
benefits or Accounts hereunder.  
   

(b) Investment of Contributions. All deferrals of Compensation otherwise payable in the form of Company 
Stock, and all deferrals of Stock Grants, shall be deemed invested in the Stock Unit Option. With respect to 
deferrals of Compensation otherwise payable in cash, a Nonemployee Director shall complete an Investment 
Election prescribing the percentage of such Deferral Contributions for the Plan Year that will be deemed to be 
invested in the Stock Unit Option and/or the Interest Income Option; provided, such Investment Election shall 
specify one of the three alternatives, as follows:  
   

(i) 100% of such Deferral Contributions for the Plan Year shall be deemed invested in the Stock Unit 
Option;  
   

(ii) 100% of such Deferral Contributions for the Plan Year shall be deemed invested in the Interest 
Income Option; or  



(iii) 50% of such Deferral Contributions for the Plan Year shall be deemed invested in the Stock Unit 
Option, and 50% of such Deferral Contributions for the Plan Year shall be deemed invested in the Interest 
Income Option.  
   

(c) Investment of Existing Account Balances. A Participant may not make an Investment Election 
changing the percentage of an existing Account balance that will be deemed to be invested in the Stock Unit 
Option and/or the Interest Income Option. Once a deemed investment is made with respect to an Account, it 
shall continue to apply with respect to such Account until all amounts in such Account are distributed.  
   

(d) Investment Subaccounts. For the sole purpose of tracking a Participant's investment elections and 
calculating investment earnings attributable to a Participant's Account for a Plan Year pursuant to the terms of 
this Article IV, the Plan Administrator shall establish and maintain for such Participant for such Plan Year a 
Stock Unit Subaccount and an Interest Income Subaccount, as necessary, the total of which shall equal such 
Participant's Account for such Plan Year.  
   

   
(a) Stock Unit Subaccount. To the extent that a Nonemployee Director's Deferral Contributions for a Plan 

Year are deemed to be invested in the Stock Unit Option, the Participant's Stock Unit Subaccount for such Plan 
Year shall be credited, as of the date(s) on which Compensation or Stock Grants which comprise such Deferral 
Contributions would have been paid if not subject to the Participant's Deferral Election, with a number of Stock 
Units equal to (i) with respect to Stock Grants and Compensation that would be payable in the form of 
Company Stock if not deferred, the number of shares of Company Stock that would be so payable, and (ii) with 
respect to Compensation that would be payable in the form of cash if not deferred, the number of full and 
fractional shares of Company Stock that could have been purchased with such cash at the average of the high 
and low sales prices of one share of Company Stock on the New York Stock Exchange for the period of five 
Business Days ending on the date such Compensation is so credited (or the period of five Business Days ending 
on the immediately preceding Business Day if such date is not a Business Day).  
   

(b) Cash Dividends. As of each date on which BellSouth has paid a cash dividend on Company Stock, the 
number of Stock Units credited to a Participant's Stock Unit Subaccount for each Plan Year shall be increased 
by a number of additional Stock Units equal to the quotient of (i) the amount of dividends that would have been 
paid on the number of shares of Company Stock equivalent to the number of Stock Units credited to such 
subaccount as of such dividend payment date, divided by (ii) the average of the daily high and low sales prices 
of one share of Company Stock on the New York Stock Exchange for the period of five Business Days ending 
on such dividend payment date (or the period of five Business Days ending on the immediately preceding 
Business Day if such date was not a Business Day).  
   

(c) Adjustments. In the event of any change in outstanding shares of Company Stock, by reclassification, 
recapitalization, merger, consolidation, spin-off, combination, exchange of shares, stock split, reverse stock split 
or otherwise, or in the event of the payment of a stock dividend on Company Stock, or in the event of any other 
increase or decrease in the number of outstanding shares of Company Stock, other than the issuance of shares 
for value received by BellSouth or the redemption of shares for value, the Plan Administrator shall adjust the 
number and/or form of Stock Units in the manner it deems appropriate in its reasonable judgment to reflect such 
event, including substituting or adding publicly traded shares of companies other than the Company as a basis 
for determining Stock Units. The Plan Administrator similarly shall make such adjustments as it deems are 
appropriate in its reasonable judgment in the form, including the basis of measurement, of Stock Units in the 
event all shares of Company Stock  

   4.3  Stock Unit Option.  



cease for any reason to be outstanding or to be actively traded on the New York Stock Exchange. In the event 
the Plan Administrator determines in its reasonable judgment that it would not be possible to appropriately 
reflect an event under this paragraph (c) by adjusting the number and/or form of Stock Units, the Plan 
Administrator shall establish a special Valuation Date appropriate to such event for all Stock Unit Subaccounts 
and shall cause such subaccounts, as so valued, automatically to be converted into Interest Income Subaccounts, 
which thereafter shall be subject to Section 4.4.  
   

   
(a) Interest Income Subaccount. To the extent that a Nonemployee Director's Deferral Contributions for a 

Plan Year are deemed to be invested in the Interest Income Option, the Participant's Interest Income Subaccount 
for such Plan Year shall be credited, as of the date(s) on which Compensation which comprises such Deferral 
Contributions would have been paid if not subject to the Participant's Deferral Election, with such portion of the 
Nonemployee Director's Deferral Contributions.  
   

(b) Crediting of Deemed Interest. As of each Valuation Date, the Plan Administrator shall credit a 
Participant's Interest Income Subaccounts with the amount of earnings applicable thereto for the period since 
the immediately preceding Valuation Date. Such crediting of earnings for each Interest Income Subaccount 
shall be effected, as follows:  
   

(i) Amount Invested. The Plan Administrator shall determine the amount of (A) in the case of an 
Interest Income Subaccount established in connection with a Deferral Election for the Plan Year in which such 
Valuation Date occurs, such Participant's Deferral Contributions credited to such Participant's Interest Income 
Subaccount since the immediately preceding Valuation Date plus the balance of such Participant's Interest 
Income Subaccount for such Plan Year as of the immediately preceding Valuation Date; and (B) in the case of 
an Interest Income Subaccount for a prior Plan Year, the balance of such Participant's Interest Income 
Subaccount as of the immediately preceding Valuation Date; minus the amount distributed from such 
Participant's Interest Income Subaccount since the immediately preceding Valuation Date; and  
   

(ii) Determination of Amount. The Plan Administrator then shall apply the Credited Interest Rate for 
such Plan Year to such Participant's adjusted Interest Income Subaccount (as determined in subparagraph (i) 
hereof), and the total amount of investment earnings resulting therefrom shall be credited to such Participant's 
Interest Income Subaccount as of such Valuation Date.  
   

4.5 Good Faith Valuation Binding. In determining the value of Accounts, the Plan Administrator shall 
exercise its best judgment, and all such determinations of value (in the absence of bad faith) shall be binding 
upon all Participants and their Beneficiaries.  
   

4.6 Errors and Omissions in Accounts. If an error or omission is discovered in the Account of a Participant 
or in the amount of a Participant's Deferral Contributions, the Plan Administrator, in its sole discretion, shall 
cause appropriate, equitable adjustments to be made as soon as administratively practicable following the 
discovery of such error or omission.  
   

ARTICLE V  
PAYMENT OF ACCOUNT BALANCES  

   

   4.4  Interest Income Option.  

   5.1  Benefit Amounts.  



(a) Benefit Entitlement. As the benefit under the Plan, each Participant (or Beneficiary) shall be entitled to 
receive the total amount of the Participant's (or Beneficiary's) Accounts, determined as of the most recent 
Valuation Date, and payable at such times and in such forms as described in this Article V.  
   

(b) Valuation of Benefit. For purposes hereof, each Account of a Participant as of any Valuation Date shall 
be equal to (i) the total amount of all of such Participant's Deferral Contributions creditedthereto; plus (ii) all 
deemed investment earnings attributable thereto; minus (iii) the total amount of all benefit payments previously 
made therefrom.  
   

(c) Conversion of Stock Units into Dollars. For purposes of converting some or all of a Participant's Stock 
Units into a dollar amount in valuing the Participant's Accounts as of any Valuation Date, the value of each 
Stock Unit shall be equal to the average of the high and low sales prices of one share of Company Stock on the 
New York Stock Exchange for the last Business Day of each of the three calendar months ending on or 
immediately preceding such Valuation Date.  
   

5.2 Elections of Timing and Form. In conjunction with, and at the time of, completing a Deferral Election 
for each Plan Year, a Nonemployee Director shall select the timing and form of the distribution that will apply 
to the Account of such Nonemployee Director for Deferral Contributions (and deemed investment earnings 
attributable thereto) for such Plan Year. The terms applicable to this selection process are as follows:  
   

(a) Timing. For a Participant's Account for each Plan Year, the Participant may elect that distribution will 
be made or commence as of any January 1 following the Plan Year of deferral; provided, he may not select a 
benefit payment or commencement date for such Account that is later than the twentieth January 1 following 
the end of the Plan Year of deferral.  
   

(b) Form of Distribution. For a Participant's Account for each Plan Year, the Participant may elect that the 
distribution will be paid in one of the following forms:  
   

(i) a single lump-sum cash payment; or  
   

(ii) substantially equal annual installments (adjusted for investment earnings between payments in the 
manner described in Article IV) over a period of one (1) to ten (10) years.  
   

(c) Multiple Selections. A Nonemployee Director may select a different benefit payment or 
commencement date and/or a different form of distribution with respect to such Nonemployee Director's 
Account for each Plan Year. For ease of administration, the Plan Administrator may combine Accounts and 
subaccounts of a Participant to which the same benefit payment/commencement date and the same form of 
distribution apply.  
   

   
(a) Timing. A Participant shall receive or begin receiving a distribution of each of such Participant's 

Accounts as of the earlier of (i) the January 1 selected by such Participant with respect to each such Account 
pursuant to the terms of Section 5.2(a); or (ii) the January 1 immediately following the date that such 
Participant's service as a Nonemployee Director with BellSouth and all Affiliates ends for any reason, unless he 
returns to service as a Nonemployee Director with BellSouth or one of the Affiliates before such January 1. An 
amount payable "as of" any January 1 shall be made as soon as practicable after such January 1 and, unless 
extenuating circumstances arise, no later than January 31.  

   5.3  Benefit Payments to a Participant.  



(b) Form of Distribution. A Participant shall receive or begin receiving a distribution of each of such 
Participant's Accounts in cash in the form selected by such Participant with respect to such Account pursuant to 
the terms of Section 5.2(b).  
   

(c) Valuation of Single Lump-Sum Payments. The amount of a Participant's single lump-sum distribution 
of any of such Participant's Accounts as of any applicable January 1 shall be equal to the value of such Account 
as of the Valuation Date immediately preceding the date on which such distribution is paid.  
   

(d) Valuation of Installment Payments. For purposes of determining the amount of any installment 
payment to be paid as of a January 1 from an Account, the following shall apply:  
   

(i) for any amount of such Account attributable to an Interest Income Subaccount as of the 
immediately preceding Valuation Date, such amount shall be divided by the number of remaining installments 
to be paid from such Account (including the current installment); and  
   

(ii) for any portion of such Account attributable to a Stock Unit Subaccount as of the immediately 
preceding Valuation Date, the total number of Stock Units constituting such portion shall be divided by the 
number of remaining installments to be paid from such Account (including the current installment), and the 
resulting number of Stock Units shall be converted into a dollar amount (pursuant to the terms of Section 5.1(c)) 
as of such Valuation Date.  
   

   
(a) General. If a Participant dies before receiving the entire amount of the benefit under the Plan, such 

Participant's Beneficiary shall receive distribution of amounts remaining in the Participant's Accounts in the 
form, as elected by the Participant on a Beneficiary designation form described in Section 5.5, of either:  
   

(i) a single lump-sum cash payment of the entire balance in the Participant's Accounts as of the January 1 
immediately following the date of the Participant's death; or  
   

(ii) (A) for Accounts with respect to which distribution has not commenced under Section 5.2 at the 
time of the Participant's death, substantially equal annual installments (adjusted for investment earnings 
between payments in the manner described in Article IV) over a period of one (1) to ten (10) years, 
commencing as of the January 1 immediately following the Participant's death; and (B) for Accounts with 
respect to which distribution has commenced in the form of installments described in Section 5.2(b)(ii) at the 
time of the Participant's death, continuation of such installment payment schedule.  
   
An amount payable "as of" any January 1 shall be made as soon as practicable after such January 1 and, unless 
extenuating circumstances arise, no later than January 31.  
   

(b) Valuation. The valuation rules described in subsections 5.3(c) and 5.3(d) shall apply to payments 
described in this Section 5.4.  
   

   
(a) General. A Participant shall designate a Beneficiary or Beneficiaries for all of such Participant's 

Accounts by completing the form prescribed for this purpose for the Plan by the Plan Administrator and 
submitting such form as instructed by the Plan Administrator. Once a Beneficiary designation is made, it  

   5.4  Death Benefits.  

   5.5  Beneficiary Designation.  



shall continue to apply until and unless such Participant makes and submits a new Beneficiary designation form 
for this Plan.  
   

   

   
(ii) the Beneficiary designated by a Participant is not surviving or in existence when payments are to be 

made or commence to such designee under the Plan, and no contingent Beneficiary, surviving or in existence, 
has been designated; or  
   

(iii) the Beneficiary designated by a Participant cannot be located by the Plan Administrator within 1 year 
from the date benefit payments are to be made or commence to such designee; then, in any of such events, the 
Beneficiary of such Participant shall be the Participant's surviving spouse, if any can then be located, and if not, 
the estate of the Participant, and the entire balance in the Participant's Accounts shall be paid to such 
Beneficiary in the form of a single lump-sum cash payment described in Section 5.4(a)(i).  
   

(c) Death of Beneficiary. If a Beneficiary who survives the Participant, and to whom payment of Plan 
benefits commences, dies before complete distribution of the Participant's Accounts, the entire balance in such 
Accounts shall be paid to the estate of such Beneficiary in the form of a single lump-sum cash payment as of the 
January 1 immediately following such Beneficiary's death. An amount payable "as of" any January 1 shall be 
made as soon as practicable after such January 1 and, unless extenuating circumstances arise, no later than 
January 31. The valuation rules described in subsection 5.3(c) shall apply to any payments described in this 
subsection 5.5(c).  
   

5.6 Taxes. If the whole or any part of any Participant's or Beneficiary's benefit hereunder shall become subject 
to any estate, inheritance, income, employment or other tax which a Participating Company shall be required to 
pay or withhold, the Participating Company shall have the full power and authority to withhold and pay such 
tax out of any monies or other property in its hand for the account of the Participant or Beneficiary whose 
interests hereunder are so affected. Prior to making any payment, the Participating Company may require such 
releases or other documents from any lawful taxing authority as it shall deem necessary.  
   

ARTICLE VI  
SPECIAL ELECTION REGARDING RETIREMENT PLAN  

   
6.1 Description of Election. In connection with the freezing of benefit accruals under the BellSouth Corporation 
Directors Retirement Plan (the "Retirement Plan") as of April 30, 1997, each active Nonemployee Director shall 
be offered a special one-time election to convert the entire value of the Retirement Plan benefit of such 
Nonemployee Director into a benefit described in this Article VI, and thereby cease participation in the 
Retirement Plan. The value of a Retirement Plan benefit with respect to which the election described in this 
Section 6.1 is made shall, for all purposes of this Plan (other than Sections 3.2(b), 3.2(c) and 4.2(b)) except as 
otherwise provided in this Article VI, be deemed to be "Compensation" and "Deferral Contributions", and a 
separate Account shall be maintained for such Deferral Contributions as if the election was a Deferral Election 
for a separate Plan Year.  
   

6.2 Election Deadline. The Election Deadline for the election described in Section 6.1 shall be April 28, 1997. 

   (b) No Designation or Designee Dead or Missing. In the event that:  

   (i) a Participant dies without designating a Beneficiary;  



6.3 Amount. Notwithstanding, any contrary provisions of Section 3.2(c), the election described in Section 
6.1 must relate to one hundred percent (100%) of the value of the Retirement Plan benefit of the Nonemployee 
Director.  
   

6.4 Deemed Investment. Notwithstanding any contrary provisions of Section 4.2, Deferral Contributions 
described in Section 6.1 shall be deemed invested in the Stock Unit Option. Notwithstanding any contrary 
provisions of Section 4.3 (a), the Participant's Stock Unit Subaccount with respect to Deferral Contributions 
described in Section 6.1 shall be credited as of May 1, 1997, with a number of Stock Units equal to the number 
of full and fractional shares of Company Stock that could have been purchased with the value of the Retirement 
Plan benefit (as determined by BellSouth and communicated to the Participant in connection with the election 
described in Section 6.1) at the average of the high and low sales prices of one share of Company Stock on the 
New York Stock Exchange for the last Business Day of each of January, February and March 1997.  
   

6.5 Payment of Benefits. Notwithstanding any contrary provisions of Sections 5.2 and 5.3, amounts in each 
Participant's Account attributable to Deferral Contributions described in Section 6.1 shall be payable 
commencing as of January 1 of the year during which the Retirement Plan benefit of such Nonemployee 
Director would have commenced, in substantially equal annual installments (adjusted for investment earnings 
between payments in the manner described in Article IV) for the number of years over which the Retirement 
Plan benefit of such Nonemployee Director would have been distributed had the election described in Section 
6.1 not been made. An amount payable "as of" any January 1 shall be made as soon as practicable after such 
January 1 and, unless extenuating circumstances arise, no later than January 31.  
   

6.6 Vesting. Notwithstanding anything to the contrary in this Plan, including without limitation Section 3.4, 
a Participant shall not be eligible for the benefits described in this Article VI unless the Participant shall have 
attained the age of fifty-five (55) years, or more, at the time the Participant terminates service as a 
Nonemployee Director.  
   

ARTICLE VI-A  
SPECIAL ELECTION REGARDING MASTER ACCOUNT  

   
6.1A Description of Election. Each active Nonemployee Director shall be offered a special one-time election 

to combine into a single Master Account all of the Nonemployee Director's Accounts under the Plan. The 
election shall be irrevocable upon the Election Deadline.  
   

6.2A Election Deadline. The Election Deadline for the Election described in Section 6.1A shall be April 30, 
2001.  
   

6.3A Effect of Election. For each Nonemployee Director making the election described in Section 6.1A, all 
Accounts of such Nonemployee Director for each Plan Year under the Plan, beginning with the first Plan Year 
under the Plan which began on May 1, 1997, through and including the upcoming Plan Year under the Plan 
which begins May 1, 2001, plus the special Account for any such Nonemployee Director who made the election 
regarding the Retirement Plan described in Section 6.1 of the Plan, shall be combined into a single Master 
Account under the Plan, with payments from such Master Account to be made under a single distribution 
schedule. As a result of the election described in Section 6.1A, Nonemployee Directors may delay one or more 
scheduled benefit payments under an Account, but may not in any event accelerate the timing of payment of 
any benefit under the Plan. Nonemployee Directors may not elect to combine some, but not all, of such 
Accounts into the Master Account.  



6.4A Deemed Investment. The special one-time election described in Section 6.1A shall not affect the 
Investment Election made by a Nonemployee Director with respect to Deferral Contributions for any Plan Year, 
or the deemed investment of such Deferral Contributions in either of the Stock Unit Option and/or the Interest 
Income Option, or the deemed investment of Deferral Contributions described in Section 6.1 in the Stock Unit 
Option. Stock Unit Subaccounts and/or Interest Income Subaccounts shall continue to be maintained in 
accordance with Section 4.3 and 4.4 of this Plan, respectively, with respect to the Master Accounts of 
Nonemployee Directors who make the election described in Section 6.1A.  
   

6.5A Election of Timing and Form of Payment. In conjunction with, and at the time of, making the special 
one-time election described in Section 6.1A, a Nonemployee Director shall select the timing and form of the 
distribution that will apply to the Master Account of such Nonemployee Director, subject to the following:  
   

(a) Timing. The Participant may elect that distribution will be made or commenced as of any January 1 after 
the date of such election (but in no event sooner than January 1, 2003); provided, that the Participant may not 
select a benefit payment or a commencement date for the Master Account (i) that is later than the twentieth 
(20th) January 1 following such election; or (ii) that is earlier than the latest date scheduled previously for 
distribution to be made or commenced for any Account of such Participant.  
   

(b) Form of Distribution. The Participant shall elect that the distribution from such Participant's Master 
Account will be made in one of the following forms:  
   

   
(ii) substantially equal annual installments (adjusted for investment earnings between payments in the 

manner described in Article IV) over a period of one (1) to ten (10) years; provided, however, that such 
Participant may not elect to have such distribution made over a period of years less than the number of years 
previously elected for the Plan Year with respect to which such Participant elected the longest payment 
schedule, or, if larger, the number of years over which the Participants Special Account with respect to 
Retirement Plan benefits, if any, is to be paid.  
   

(c) Benefit Payments. The payment of benefits from a Participant's Master Account shall be made in 
accordance with the provisions of Section 5.3 of the Plan.  
   

ARTICLE VII  
CLAIMS  

   
7.1 Initial Claim. Claims for benefits under the Plan may be filed with the Plan Administrator on forms or in 
such other written documents, as the Plan Administrator may prescribe. The Plan Administrator shall furnish to 
the claimant written notice of the disposition of a claim within 90 days after the application therefor is filed. In 
the event the claim is denied, the notice of the disposition of the claim shall provide the specific reasons for the 
denial, citations of the pertinent provisions of the Plan, and, where appropriate, an explanation as to how the 
claimant can perfect the claim and/or submit the claim for review.  
   

7.2 Appeal. Any Participant or Beneficiary who has been denied a benefit shall be entitled, upon request to 
the Plan Administrator, to appeal the denial of the claim. The claimant (or a duly authorized representative) may 
review pertinent documents related to the Plan and in the Plan Administrator's possession in order to prepare the 
appeal. The request for review, together with written statement of the claimant's position, must be filed with the 
Plan Administrator no later than 60 days after receipt of the  

   (i) as single lump-sum cash payment; or  



written notification of denial of a claim provided for in Section 7.1. The Plan Administrator's decision shall be 
made within 60 days following the filing of the request for review. If unfavorable, the notice of the decision 
shall explain the reasons for denial and indicate the provisions of the Plan or other documents used to arrive at 
the decision.  
   

7.3 Satisfaction of Claims. The payment of the benefits due under the Plan to a Participant or Beneficiary 
shall discharge the Participating Company's obligations under the Plan, and neither the Participant nor the 
Beneficiary shall have any further rights under the Plan upon receipt by the appropriate person of all benefits. In 
addition, (i) if any payment is made to a Participant or Beneficiary with respect to benefits described in the Plan 
from any source arranged by BellSouth or a Participating Company including, without limitation, any fund, 
trust, insurance arrangement, bond, security device, or any similar arrangement, such payment shall be deemed 
to be in full and complete satisfaction of the obligation of the Participating Company under the Plan to the 
extent of such payment as if such payment had been made directly by such Participating Company; and (ii) if 
any payment from a source described in clause (i) shall be made, in whole or in part, prior to the time payment 
would be made under the terms of the Plan, such payment shall be deemed to satisfy such Participating 
Company's obligation to pay Plan benefits beginning with the benefit which would next become payable under 
the Plan and continuing in the order in which benefits are so payable, until the payment from such other source 
is fully recovered. The Plan Administrator or such Participating Company, as a condition to making any 
payment, may require such Participant or Beneficiary to execute a receipt and release therefor in such form as 
shall be determined by the Plan Administrator or the Participating Company. If receipt and release is required 
but the Participant or Beneficiary (as applicable) does not provide such receipt and release in a timely enough 
manner to permit a timely distribution in accordance with the general timing of distribution provisions in the 
Plan, the payment of any affected distribution may be delayed until the Plan Administrator or the Participating 
Company receives a proper receipt and release.  
   

ARTICLE VIII  
SOURCE OF FUNDS  

   
Each Participating Company shall provide the benefits described in the Plan from its general assets. 

However, to the extent that funds in one or more trusts, or other funding arrangement(s), allocable to the 
benefits payable under the Plan are available, such assets may be used to pay benefits under the Plan. If such 
assets are not sufficient or are not used to pay all benefits due under the Plan, then the appropriate Participating 
Company shall have the obligation, and the Participant or Beneficiary, who is due such benefits, shall look to 
such Participating Company to provide such benefits. No Participant or Beneficiary shall have any interest in 
the assets of any trust, or other funding arrangement, or in the general assets of the Participating Companies 
other than as a general, unsecured creditor. Accordingly, a Participating Company shall not grant a security 
interest in the assets held by the trust in favor of the Participants, Beneficiaries or any creditor.  
   

ARTICLE IX  
PLAN ADMINISTRATION  

   

   
(a) Individual Administrator. If the Plan Administrator is an individual, he or she shall act and record his or 

her actions in writing. Any matter concerning specifically such individual's own benefit or rights hereunder 
shall be determined by the Board or its designee.  

   9.1  Action by the Plan Administrator.  



(b) Administrative Committee. If the Plan Administrator is a committee, action of the Plan Administrator 
may be taken with or without a meeting of committee members; provided, action shall be taken only upon the 
vote or other affirmative expression of a majority of the committee members qualified to vote with respect to 
such action. If a member of the committee is a Participant or Beneficiary, he or she shall not participate in any 
decision which solely affects his or her own benefit under the Plan. For purposes of administering the Plan, the 
Plan Administrator shall choose a secretary who shall keep minutes of the committee's proceedings and all 
records and documents pertaining to the administration of the Plan. The secretary may execute any certificate or 
any other written direction on behalf of the Plan Administrator.  
   

9.2 Rights and Duties of the Plan Administrator. The Plan Administrator shall administer the Plan and shall 
have all powers necessary to accomplish that purpose, including (but not limited to) the following:  
   

   
(b) to make determinations required by the Plan, and to maintain records regarding Participants' and 

Beneficiaries' benefits hereunder;  
   

(c) to compute and certify to Participating Companies the amount and kinds of benefits payable to 
Participants and Beneficiaries, and to determine the time and manner in which such benefits are to be paid;  
   

   

   
(f) to make and publish such rules and procedures for the regulation of the Plan as are not inconsistent with 

the terms hereof;  
   

(g) to delegate to other individuals or entities from time to time the performance of any of its duties or 
responsibilities hereunder; and  
   

(h) to hire agents, accountants, actuaries, consultants and legal counsel to assist in operating and 
administering the Plan.  
   
The Plan Administrator shall have the exclusive right to construe and interpret the Plan, to decide all questions 
of eligibility for benefits and to determine the amount of such benefits, and its decisions on such matters shall 
be final and conclusive on all parties.  
   

9.3 Bond; Compensation. The Plan Administrator and (if applicable) its members shall serve as such without 
bond and without compensation for services hereunder. All expenses of the Plan Administrator shall be paid by 
the Participating Companies.  
   

ARTICLE X  
AMENDMENT AND TERMINATION  

   
10.1 Amendments. Subject to Section 10.3, the Board shall have the right, in its sole discretion, to amend the 
Plan in whole or in part at any time and from time to time. In addition, the Plan Administrator shall have the 
right, in its sole discretion, to amend the Plan at any time and from time to time so long as such amendment is 
not of a material nature.  

   (a)  to construe, interpret and administer the Plan;  

   (d) to authorize all disbursements by a Participating Company pursuant to the Plan;  

   (e) to maintain all the necessary records of the administration of the Plan;  



10.2 Termination of Plan. Subject to Section 10.3, BellSouth reserves the right to discontinue and terminate 
the Plan at any time, for any reason. Any action to terminate the Plan shall be taken by the Board and such 
termination shall be binding on all Participating Companies, Participants and Beneficiaries.  
   

10.3 Limitation on Authority. Except as otherwise provided in this Section 10.3, no contractual right created 
by and under any Deferral Election made prior to the effective date of any amendment or termination shall be 
abrogated by any amendment or termination of the Plan, absent the express, written consent of the Participant 
who made the Deferral Election.  
   

(a) Plan Amendments. The limitation on authority described in this Section 10.3 shall not apply to any 
amendment of the Plan which is reasonably necessary, in the opinion of counsel, (i) to preserve the intended 
income tax consequences of the Plan described in Section 11.1, or (ii) to guard against other material adverse 
impacts on Participants and Beneficiaries, and which, in the opinion of counsel, is drafted primarily to preserve 
such intended consequences, or status, or to guard against such adverse impacts.  
   

(b) Plan Termination. The limitation on authority described in this Section 10.3 shall not apply to any 
termination of the Plan as the result of a determination that, in the opinion of counsel, Participants and 
Beneficiaries generally are subject to federal income taxation on Deferral Contributions or other amounts in 
Participant Accounts prior to the time of distribution of amounts under the Plan but only if such termination is 
reasonably necessary, in the opinion of counsel, to guard against material adverse impacts on Participants and 
Beneficiaries, or BellSouth or Participating Companies. Upon such termination, the entire amount in each 
Participant's Accounts shall be distributed in a single lump-sum distribution as soon as practicable after the date 
on which the Plan is terminated. In such event, the Plan Administrator shall declare that the date of termination 
(or, if such day is not a Business Day, the last Business Day immediately preceding such day) shall be a 
Valuation Date and all distributions shall be made based on the value of the Accounts as of such Valuation 
Date.  
   

(c) Opinions of Counsel. In each case in which an opinion of counsel is contemplated in this Section 10.3, 
such opinion shall be in writing and delivered to the Board, rendered by a nationally recognized law firm 
selected or approved by the Board.  

   
ARTICLE XI  

MISCELLANEOUS  
   
11.1 Taxation. It is the intention of BellSouth that the benefits payable hereunder shall not be deductible by the 
Participating Companies nor taxable for federal income tax purposes to Participants or Beneficiaries until such 
benefits are paid by the Participating Company to such Participants or Beneficiaries. When such benefits are so 
paid, it is the intention of the Participating Companies that they shall be deductible by the Participating 
Companies under Code Section 162.  
   

11.2 Withholding. All payments made to a Participant or Beneficiary hereunder shall be reduced by any 
applicable federal, state or local withholding or other taxes or charges as may be required under applicable law.  
   

11.3 No Employment Contract. Nothing herein contained is intended to be nor shall be construed as 
constituting a contract or other arrangement between a Participating Company and any Participant to the effect 
that the Participant will be employed by the Participating Company or continue to be a Nonemployee Director 
for any specific period of time.  



11.4 Headings. The headings of the various articles and sections in the Plan are solely for convenience and 
shall not be relied upon in construing any provisions hereof. Any reference to a section shall refer to a section of 
the Plan unless specified otherwise.  
   

11.5 Gender and Number. Use of any gender in the Plan will be deemed to include all genders when 
appropriate, and use of the singular number will be deemed to include the plural when appropriate, and vice 
versa in each instance.  
   

11.6 Assignment of Benefits. The right of a Participant or Beneficiary to receive payments under the Plan 
may not be anticipated, alienated, sold, assigned, transferred, pledged, encumbered, attached or garnished by 
creditors of such Participant or Beneficiary, except by will or by the laws of descent and distribution and then 
only to the extent permitted under the terms of the Plan.  
   

11.7 Legally Incompetent. The Plan Administrator, in its sole discretion, may direct that payment be made to 
an incompetent or disabled person, for whatever reason, to the guardian of such person or to the person having 
custody of such person, without further liability on the part of a Participating Company for the amount of such 
payment to the person on whose account such payment is made.  
   

11.8 Entire Document. This Plan document sets forth the entire Plan and all rights and limits. Except for a 
formal amendment hereto, no document shall modify the Plan or create any additional rights or benefits.  
   

11.9 Governing Law. The Plan shall be construed, administered and governed in all respects in accordance 
with applicable federal law and, to the extent not preempted by federal law, in accordance with the laws of the 
State of Georgia. If any provisions of this instrument shall be held by a court of competent jurisdiction to be 
invalid or unenforceable, the remaining provisions hereof shall continue to be fully effective.  
   
   
   



Exhibit 10-oo(i) 
FIRST AMENDMENT  

TO  
THE BELLSOUTH CORPORATION  

DIRECTORS' COMPENSATION DEFERRAL PLAN  
   

THIS FIRST AMENDMENT is made to the BellSouth Corporation Directors' Compensation 
Deferral Plan (the "Plan"), as amended and restated as of the 1 st day of May, 2001;  
   

WHEREAS, Section 10.1 of the Plan provides that the Board of Directors of BellSouth shall have 
the right, in its sole discretion, to amend the Plan at any time and, further, that the Plan Administrator shall have 
the right, in its sole discretion, to amend the Plan at any time and from time to time so long as such amendment 
is not of a material nature; and  
   

WHEREAS, Section 1.24 of the Plan in pertinent part designates the Chief Executive Officer of 
BellSouth (the "CEO") as Plan Administrator of the Plan;  
   

NOW, THEREFORE, pursuant to the authority vested in the CEO as Plan Administrator to approve 
non-material amendments to the Plan, the Plan is hereby amended as follows:  
   

Section 4.2(b) of the Plan is amended by inserting, immediately following the first sentence thereof, 
the following:  
   

All deferrals of Compensation otherwise payable with respect to special meetings of the Board (or a 
committee of the Board) shall be deemed invested in the Interest Income Option.  
   

   

   
   

   
   
   

   Any other provisions of the Plan not amended herein shall remain in full force and effect.  

   This First Amendment shall be effective as of the 6th day of February, 2004.  

   By: /s/ F. D. Ackerman  
   Title: Chairman and Chief Executive Officer  



   
   

Exhibit 10-pp 
   

THE AMENDED AND RESTATED  
BELLSOUTH CORPORATION STOCK PLAN  

EFFECTIVE APRIL 24, 1995  
AS AMENDED  

   
ARTICLE I  

PURPOSE  
   

The purpose of this Plan is to promote the interests of BellSouth by granting stock-related Awards to 
Eligible Employees and Non-Employee Directors to:  
   

(1)           attract and retain Eligible Employees and Non-Employee Directors;  
   

(2)           provide Eligible Employees and Non-Employee Directors with long term financial 
incentives to increase the value of BellSouth; and  

   
(3)           provide Eligible Employees and Non-Employee Directors with a stake in the future 

of BellSouth which corresponds to the stake of each of BellSouth’s shareowners.  
   
Only Eligible Employees and Non-Employee Directors shall be eligible for Awards under this Plan.  
   

ARTICLE II  
   

DEFINITIONS  
   

2.1                   Definitions. Each term set forth in this Article II shall have the respective meaning set 
forth opposite such term for purposes of this Plan, and when the defined meaning is intended the term is 
capitalized.  
   

“Additional Option” means an Option granted to a Non-Employee Director pursuant to Section 6.4 
based upon his or her level of Stock ownership.  
   

“Administrator” means the Compensation Committee, the Director Committee or the Company 
Administrator, as applicable.  
   

“Agreement” means the written agreement which sets forth the terms and conditions of the grant of an 
Award as provided in this Plan and such additional terms and conditions, not inconsistent with this Plan, as the 
Administrator determines are appropriate.  
   

“Award” means an Option, SAR, Restricted Share, Performance Share, Dividend Equivalent Right or 
Stock Payment granted to a Participant under this Plan.  
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“Basic Option” means an Option granted to a Non-Employee Director pursuant to Section 6.3.  
   

“BellSouth” means BellSouth Corporation, a Georgia corporation.  
   

“Beneficiary” means the person entitled to receive any payments or exercise any rights following the 
death of a Participant as determined pursuant to Section 10.5.  
   

“BLS Share” means one share of BLS Stock.  
   

“BLS Stock” means (i) prior to a Tracking stock transaction, the par value $1 per share common stock 
of BellSouth and (ii) after a Tracking Stock Transaction, the BellSouth Corporation - BLS Group Common 
Stock, par value $1 per share.  
   

“Board” means the Board of Directors of BellSouth.  
   

“Change in Control” means the occurrence of any of the following:  
   

(i)             any “person” (as such term is defined in the Exchange Act), other than a trustee or 
other fiduciary holding securities under an employee benefit plan of BellSouth (or of another entity 
owned directly or indirectly by the shareholders of BellSouth in substantially the same proportions as 
their ownership of stock of BellSouth), becomes the “beneficial owner” (as defined in Rule l3d-3 under 
said Act), directly or indirectly, of securities of BellSouth representing 20% or more of the total voting 
power represented by BellSouth’s then outstanding voting securities;  

   
(ii)            during any period of two consecutive years, individuals who at the beginning of 

such period constituted the Board and any new director whose election by the Board or nomination for 
election by BellSouth’s shareholders was approved by a vote of at least two-thirds of the directors who 
either were directors at the beginning of the two year period or whose election or nomination for 
election was previously so approved, cease for any reason to constitute a majority thereof;  

   
(iii)          the consummation of a merger, plan of reorganization, consolidation, share 

exchange, or other transaction, in one or a series of related transactions, involving BellSouth, if 
immediately following such merger, plan of reorganization, consolidation, share exchange, or other 
transaction or transactions the holders of the voting securities of BellSouth outstanding immediately 
prior thereto hold securities representing 70% or less of the combined voting power represented by the 
voting securities of BellSouth or such surviving entity outstanding immediately after such merger, plan 
of reorganization, consolidation, share exchange, or other transaction or transactions;  

   
(iv)           the consummation of a transaction involving the sale or other disposition by 

BellSouth or one or more of its subsidiaries (defined for purposes of this subparagraph (iv) only as any 
corporation in which 50% or more of the total combined voting power of all classes of stock is owned 
directly or indirectly by BellSouth and any joint venture,  
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partnership, limited liability company, or other similar entity of which 50% or more of the capital or 
profits interest is owned directly or indirectly by BellSouth), in one or a series of related transactions, 
of interests in an entity or entities, or of assets, which for the most recent audited twelve-month period 
produced total operating revenues or net income aggregating more than 30% of the total operating 
revenues or net income of BellSouth and its subsidiaries (taken as a whole), if following such 
transaction or transactions, any such entity is no longer a subsidiary or such assets are no longer held 
by a subsidiary;  

   
(v)            the dissolution of BellSouth or the sale of all or substantially all of the assets of 

BellSouth; or  
   
(vi)           the consummation of any other transaction which a majority of the Board, in its sole 

and absolute discretion, shall determine constitutes a Change in Control, for this purpose.  
   

“Code” means the Internal Revenue Code of 1986, as amended from time to time.  
   

“Company Administrator” means the chief executive officer of BellSouth, the senior officer of 
BellSouth responsible for human resources matters or such other person or persons as are designated by the 
Compensation Committee to administer the Plan on behalf of Participants who are neither Non-Employee 
Directors nor Covered Employees.  
   

“Compensation” means all compensation payable to a Non-Employee Director for service to 
BellSouth as a director, other than reimbursement for expenses, including retainer fees for service on, and fees 
for attendance at meetings of, the Board and any committees thereof.  
   

“Compensation Committee” means the Executive Nominating, Compensation and Human Resources 
Committee of the Board, or any successor committee of the Board which administers this Plan as provided in 
Article V.  
   

“Covered Employee” means with respect to any grant of an Award a Participant whom the 
Compensation Committee deems may be or become a covered employee as defined in Section 162(m)(3) of the 
Code for any year that such Award may result in remuneration to the Participant and for which year such 
Participant may receive remuneration over $1 million which would not be deductible under Section 162(m) of 
the Code but for the provisions of the Plan and any other “qualified performance-based compensation” plan (as 
defined under Section 162(m) of the Code) of BellSouth; provided, however, that the Compensation Committee 
may determine that a Participant has ceased to be a Covered Employee prior to Settlement of any Award.  
   

“Director Committee” means the Committee on Directors and Corporate Governance of the Board, or 
any successor committee of the Board which administers this Plan as provided in Article V.  
   

“Dividend Equivalent Right” means a right, granted to a Participant under Section 9.4, to receive cash 
or Shares based on the value of dividends paid with respect to a Share.  
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“Eligible Employee” means any employee (including an Officer, Executive Officer or director who is 
an employee and including for purposes other than ISOs any former employee) of BellSouth or any Subsidiary. 
Such term also includes for purposes other than ISOs any non-employee advisor, consultant or independent 
contractor to BellSouth or any Subsidiary, and any references to employment or termination of employment 
under this Plan shall be deemed to apply to such an advisor, consultant or independent contractor, for purposes 
of this Plan only, as if the services of such person constitute employment services.  
   

“Exchange Act” means the Securities Exchange Act of 1934, as amended from time to time.  
   

“Executive Officer” means an Officer or other employee or former employee of BellSouth or a 
Subsidiary who is subject to the reporting requirements of Section 16(a) of the Exchange Act.  
   

“Fair Market Value” for any day means (i) the average of the high and low daily sale prices of a Share 
on the New York Stock Exchange for that day or, if there are no sales on such day, for the most recent prior day 
on which a Share was sold on the New York Stock Exchange or (ii) the value of a Share determined in such 
other manner which reasonably reflects the fair value of a Share on that day as shall be determined by the 
Administrator.  
   

“IPO” means the initial Public Offering of the Latin America Stock.  
   

“ISO” or “Incentive Stock Option” means an option granted under this Plan to purchase Shares which 
is intended by BellSouth to satisfy the requirements of Code Section 422.  
   

“Latin America Share” means one share of Latin America Stock.  
   

“Latin America Stock” means the BellSouth Corporation - Latin America Group Common Stock, par 
value $1 per share.  
   

“Non-Employee Director” means a member of the Board who is not an Officer or employee of 
BellSouth or its affiliates.  
   

“NQSO” or “Non-Qualified Stock Option” means an option granted under this Plan to purchase 
Shares which is not intended by BellSouth to be treated as an ISO.  
   

“Number of Shares Issuable with Respect to the Inter-Group Interest” has the meaning set forth in the 
Amended and Restated Articles of Incorporation.  
   

“Officer” means any executive of BellSouth or any Subsidiary who is a member of the executive 
compensation group under BellSouth’s compensation practices (but not necessarily an Executive Officer).  
   

“Option” means an NQSO or ISO granted under this Plan.  
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“Option Price” means the price determined in accordance with Section 6.6 which shall be paid to 
purchase one Share upon the exercise of an Option granted under this Plan.  
   

“Parent Corporation” means any corporation which is a parent of BellSouth within the meaning of 
Code Section 424(e).  
   

“Participant” means an Eligible Employee or a Non-Employee Director to whom an Award is made.  
   

“Performance Objective” means, as described in Section 10.2, a performance objective specified in 
the Agreement for a Performance Share, or for any other Award which the Administrator determines to make 
subject to a performance objective, upon which the vesting or Settlement of such Award is conditioned.  
   

“Performance Period” means the period of time specified in an Agreement over which Performance 
Shares are to be earned.  
   

“Performance Share” means a bookkeeping entry that records the equivalent of one share awarded 
pursuant to Section 9.2 of this Plan.  
   

“Plan” means this Amended and Restated BellSouth Corporation Stock Plan, as effective as of 
December 5, 2000 and as thereafter amended from time to time.  
   

“Prior Plan” means the BellSouth Corporation Stock Option Plan, the BellSouth Enterprises, Inc. Key 
Manager Incentive Compensation Plan, the BellSouth Executive Long Term Incentive Plan, the BellSouth 
Corporation Shareholder Return Cash Plan, the BellSouth Corporation Key Manager Shareholder Return Cash 
Plan and the BellSouth Corporation Non-Employee Director Stock Option Plan, as applicable.  
   

“Prior Stock Plan” means the BellSouth Corporation Non-Employee Director Stock Plan.  
   

“Public Offering” means the first day as of which sales of Latin America Stock are made to the public 
in the United States pursuant to an underwritten public offering of the Latin America Stock.  
   

“Restricted Period” means the period of time from the date of grant of a Restricted Share until the 
lapse of restrictions attached thereto under the terms of the applicable Agreement.  
   

“Restricted Share” means a Share which has been awarded to a Participant subject to restrictions 
under Section 8.1.  
   

“Retainer Multiple” has the meaning set forth in Section 6.4(a).  
   

“Rule 16b-3” means Rule 16b-3 under the Exchange Act.  
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“SAR” or “Stock Appreciation Right” means the contractual right granted to a Participant pursuant to 
Section 7.1 to receive a payment upon the exercise of such right which reflects the appreciation in the Fair 
Market Value of the number of Shares for which such right was granted.  
   

“SAR Exercise Date” means the date on which the exercise of an SAR occurs under the related 
Agreement.  
   

“SAR Exercise Price” means the Fair Market Value of a Share on the SAR Exercise Date.  
   

“SAR Grant Price” means the price which would have been the Option Price for one Share if the SAR 
had been granted as an Option or, if the SAR is granted in tandem with an Option, the Option Price for the 
related Option.  
   

“Settlement Date” means:  
   

(i)           with respect to any Option that has been exercised in whole or in part, the date or 
dates upon which Shares are to be delivered to the Participant and the Option Price therefor paid;  

   
(ii)          with respect to any SARs that have been exercised, the date or dates upon which a 

cash payment is to be made to the Participant, or in the case of SARs that are to be settled in Shares, 
the date or dates upon which such Shares are to be delivered to the Participant;  

   
(iii)         with respect to Performance Shares, the date or dates upon which cash or Shares 

are to be delivered to the Participant;  
   

(iv)         with respect to Dividend Equivalent Rights, the date upon which payment thereof is 
to be made; and  

   
(v)          with respect to Stock Payments, the date upon which payment thereof is to be 

made, in each case, determined in accordance with the terms of this Plan and the Agreement under 
which any such Award was made.  

   
“Share” means a BLS Share or Latin America Share, as the case may be.  

   
“Stock” means BLS Stock or Latin America Stock, as the case may be.  

   
“Stock Payment” means payment of compensation in the form of Shares pursuant to Section 9.3.  

   
“Subsidiary” means:  

   
(i)           with respect to an Award other than an ISO, any corporation, joint venture or 

partnership in which BellSouth owns directly or indirectly (A) with respect to a  
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corporation, stock possessing at least 10% of the total combined voting power of all classes of stock in 
the corporation, or (B) in the case of a joint venture or partnership, a 10% interest in the capital or 
profits of such joint venture or partnership; and  

   
(ii)          any corporation which is a subsidiary corporation (within the meaning of Code 

Section 424(f)) of BellSouth by reason of being in an unbroken chain of corporations (beginning with 
BellSouth) in which each corporation in the unbroken chain (except the last such corporation) owns 
stock possessing 50% or more of the total combined voting power of all classes of stock in one of the 
other corporations in such chain.  

   
“Ten Percent Shareowner” means a person who owns (after taking into account the attribution rules of 

Code Section 424(d)) more than 10% of the total combined voting power of all classes of stock of either 
BellSouth, or Subsidiary or Parent Corporation.  
   

“Tracking Stock Transactions” mean the IPO or any other transaction that provides for the issuance of 
the Latin America Stock.  
   

2.2              References. All pronouns are masculine, solely for ease of reading, and should be read as 
feminine where applicable. Unless the context clearly requires otherwise, the singular shall include the plural 
and the plural shall include the singular. All references to sections of the Code or other laws or regulations shall 
include amendments and successor provisions thereto unless otherwise specifically stated or clearly required by 
the context.  
   

ARTICLE III  
   

SHARES SUBJECT TO PLAN  
   

   
(a)            BLS Shares. The aggregate number of BLS Shares with respect to which the grant 

of Awards, other than Stock Payments and Awards to Non-Employee Directors, may be made in any 
calendar year under this Plan shall not exceed 1.25% of the total number of BLS Shares outstanding at 
the time of such grant; provided, however, that the number of such BLS Shares with respect to which 
grants are not made in any calendar year shall be available for grant in a subsequent calendar year; 
provided, further, however, that the number of BLS Shares available for such Awards shall be 
increased by the excess of the number of shares available under the Plan in calendar years prior to the 
effective date set forth in Section 4.1 for such Awards over the number of shares with respect to which 
grants of such Awards were made in calendar years prior such effective date. Within such total, the 
aggregate number of BLS Shares with respect to which the grant of Performance Shares and Restricted 
Shares may be made in any calendar year under this Plan shall not exceed in combination .25% of the 
total number of BLS Shares outstanding at the time of grant. Furthermore, in no event shall ISOs with 
respect to more than 4,000,000 BLS Shares be granted under this Plan. The aggregate number of BLS 
Shares with respect to which the grant of Stock Payments may be made in any  
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calendar year under this Plan shall not exceed .125% of the total number of BLS Shares outstanding at 
the time of grant. Finally, the aggregate number of BLS Shares with respect to which Awards, other 
than Stock Payments, may be made to Non-Employee Directors shall not exceed 1,200,000, and the 
aggregate number of BLS Shares with respect to which Stock Payments may be granted to Non-
Employee Directors shall not exceed 700,000.  

   
(b)            Latin America Shares . The aggregate number of Latin America Shares with 

respect to which the grant of Awards, other than Stock Payments and Awards to Non-Employee 
Directors, may be made in any calendar year under this Plan shall not exceed 1.25% of the total 
number of Latin America Shares outstanding at the time of such grant; provided, however, that the 
number of such Latin America Shares with respect to which grants are not made in any calendar year 
shall be available for grant in a subsequent calendar year. Within such total, the aggregate number of 
Latin America Shares with respect to which the grant of Performance Shares and Restricted Shares 
may be made in any calendar year under this Plan shall not exceed in combination .25% of the total 
number of Latin America Shares outstanding at the time of grant. Furthermore, in no event shall ISOs 
with respect to more than 4,000,000 Latin America Shares be granted under this Plan. The aggregate 
number of Latin America Shares with respect to which the grant of Stock Payments may be made in 
any calendar year under this Plan shall not exceed .125% of the total number of Latin America Shares 
outstanding at the time of grant. Finally, the aggregate number of Latin America Shares with respect to 
which Awards, other than Stock Payments, may be made to Non-Employee Directors shall not exceed 
1,200,000, and the aggregate number of Latin America Shares with respect to which Stock Payments 
may be granted to Non-Employee Directors shall not exceed 700,000.  

   
For purposes of this Section 3.1, the total number of Latin America Shares 

outstanding shall include the sum of (i) the number of Latin America Shares issued and outstanding; 
and (ii) the Number of Shares Issuable with Respect to the Inter-Group Interest in the Latin America 
Group held by the BLS Group. In the event of a distribution of Latin America Shares to holders of BLS 
Shares, any grant of an Award of Latin America Shares to adjust an Award of BLS Shares to reflect 
such distribution shall not reduce the number of Latin America Shares available for grant under the 
Plan.  

   

   
(a)            BLS Shares. The number of BLS Shares with respect to which the grant of Awards, 

other than Stock Payments, may be made to any Participant in any calendar year under this Plan shall 
not exceed 2,500,000 BLS Shares. Within such total, the number of BLS Shares with respect to which 
the grant of each of Performance Shares, Restricted Shares and Dividend Equivalent Rights may be 
made to any Participant in any calendar year under this Plan shall not exceed in combination 500,000 
BLS Shares. Finally, the number of BLS Shares with respect to which the grant of Stock Payments may 
be made to any Participant in any calendar year under this Plan shall not exceed 250,000 BLS Shares.  
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(b)            Latin America Shares. The number of Latin America Shares with respect to which 

the grant of Awards, other than Stock Payments, may be made to any Participant in any calendar year 
under this Plan shall not exceed 2,500,000 Latin America Shares. Within such total, the number of 
Latin America Shares with respect to which the grant of each of Performance Shares, Restricted Shares 
and Dividend Equivalent Rights may be made to any Participant in any calendar year under this Plan 
shall not exceed in combination 500,000 Latin America Shares. Finally, the number of Latin America 
Shares with respect to which the grant of Stock Payments may be made to any Participant in any 
calendar year under this Plan shall not exceed 250,000 Latin America Shares. In the event of a 
distribution of Latin America Shares to holders of BLS Shares, any grant of an Award of Latin 
America Shares to adjust an Award of BLS Shares to reflect such distribution shall not reduce the 
number of Latin America Shares available for grant to any Participant under the Plan for the calendar 
year in which such distribution occurs.  

   
3.3            Application of Limits. No grant of an Award shall be made at any time during a calendar 

year to the extent the number of Shares subject to such Award and the number of Shares subject to Awards 
previously granted during such year (or during the life of the Plan in the case of ISOs) would exceed a limit in 
Section 3.1 or 3.2. The number of Shares subject to an Award shall be:  
   

(i)             the number of Shares subject to an Option or subject to a SAR that is not granted in 
tandem with an Option (including a SAR that can be settled in cash);  
   

(ii)             the number of Shares subject to a grant of Restricted Shares;  
   

(iii)          the maximum number of Shares that could be issued upon Settlement of a grant of 
Performance Shares (or upon which a cash payment could be based) as determined under the 
Agreement for such grant and this Plan;  
   

(iv)           the number of Shares with respect to which Dividend Equivalent Rights are granted, 
but excluding Shares subject to Dividend Equivalent Rights which are granted in tandem with another 
Award grant which otherwise does not provide for the payment of dividends to the Participant; and  
   

(v)             the number of Shares that are paid as a Stock Payment.  
   

3.4            Adjustments. The limits in Sections 3.1 and 3.2 shall be adjusted as provided in Section 
10.6. If any Shares subject to an Award are forfeited or such Award otherwise terminates, such number of 
Shares shall be available for new Awards under the Plan. In addition, Shares surrendered in payment of any 
exercise or purchase price or in payment of taxes relating to any such Award shall be deemed to constitute 
Shares not delivered to the Participant and shall be deemed to be available for new Awards under the Plan for 
purposes of Section 3.1 only.  
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3.5            Shares. BellSouth shall reserve from time to time Shares for use under this Plan, and such 
Shares shall be reserved to the extent BellSouth deems appropriate from authorized but unissued Shares and 
from Shares which have been reacquired by BellSouth.  
   

ARTICLE IV  
   

EFFECTIVE DATE AND DURATION  
   

4.1             Effective Date. The effective date of the amendment and restatement of this Plan shall be 
December 5, 2000. This Plan, as amended and restated, will become effective only if approved by the 
shareholders of BellSouth; provided, however, that the provisions of this Plan, as amended and restated, which 
relate to Latin America Stock will become effective only upon a Tracking Stock Transaction.  

   
4.2            Prior Plan. This Plan is a successor to each Prior Plan and the Prior Stock Plan. No further 

grants of stock options, stock appreciation rights, performance shares, dividend equivalent rights, shareholder 
return cash units or other interests shall be made (i) under the Prior Plans on or after April 24, 1995 and (ii) 
under the Prior Stock Plan on or after December 5, 2000, if the Plan is approved by the shareholders. Options 
and stock appreciation rights, or performance shares, dividend equivalent rights, shareholder return cash units or 
other outstanding interests under a Prior Plan or Prior Stock Plan shall continue to be governed by the terms of 
the Prior Plan or Prior Stock Plan, as the case may be; provided, that, effective on and after September 23, 1996, 
terms of this Plan shall constitute an amendment to the terms of a Prior Plan or Prior Stock Plan, and to the 
terms of outstanding grants under a Prior Plan or Prior Stock Plan where applicable, when expressly so provided 
in this Plan.  

   
4.3            Duration. This Plan shall terminate on December 31, 2004, unless earlier terminated by the 

Board pursuant to Article XI. No Award shall be granted after the date this Plan terminates. The applicable 
terms of this Plan, and any terms and conditions applicable to Awards granted prior to such date, shall survive 
the termination of the Plan and continue to apply to such Awards.  
   

ARTICLE V  
   

ADMINISTRATION  
   

5.1            Administrator. The Plan shall be administered by the Compensation Committee with respect 
to Covered Employees, the Director Committee with respect to Non-Employee Directors and, subject to 
regulations and guidelines that may be established by the Compensation Committee, by the Company 
Administrator with respect to all other Eligible Employees. The Compensation Committee or the Director 
Committee may adopt such regulations and guidelines as it deems are necessary or appropriate for the 
administration of the Plan. Subject to such rules, regulations or guidelines, the Company Administrator shall 
have the power to adopt rules, regulations and guidelines to permit it to administer the Plan with respect to 
Eligible Employees other than Covered Employees.  
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5.2            Compensation Committee and Director Committee Responsibilities. The Compensation 
Committee shall consist solely of at least two individuals who are intended to qualify as “non-employee 
directors” within the meaning of Rule 16b-3 under the Exchange Act (or any successor rule thereto) and 
“outside directors” within the meaning of Section 162(m) of the Code (or any successor section thereto). No 
member of the Compensation Committee or the Director Committee shall be personally liable for any action, 
determination, or interpretation made in good faith with respect to the Plan or Awards. All members of the 
Compensation Committee and the Director Committee shall be fully protected by BellSouth, to the fullest 
extent permitted by applicable law, in respect of any such action, determination or interpretation.  

   
5.3            Administrator Responsibilities. The Administrator shall (a) determine the amount of all 

grants of Awards under this Plan, (b) determine the terms and conditions of grant Agreements and all election 
and other forms, which terms and conditions shall not be inconsistent with this Plan, (c) interpret the Plan and 
(d) make all other decisions relating to the operation of the Plan. The Administrator may adopt, amend or 
rescind rules or guidelines as it deems are appropriate to implement the Plan and correct any defect or supply 
any omission or reconcile any inconsistency in the Plan in the manner and to the extent the Administrator deems 
necessary or desirable.  

   
5.4            Determinations. All actions taken and all interpretations and determinations made by the 

Administrator in good faith shall be final and binding upon Participants, BellSouth and all other interested 
persons.  
   

ARTICLE VI  
   

OPTIONS  
   

6.1            Grant. Subject to the terms and conditions of this Plan, the Administrator from time to time 
may grant such Options to such Eligible Employees and such Non-Employee Directors to purchase Shares as 
the Administrator acting in its sole discretion deems are appropriate under the circumstances. Each grant of an 
Option shall be evidenced by an Agreement, and each Agreement shall incorporate such terms and conditions as 
the Administrator in its sole discretion deems are consistent with the terms of this Plan, including conditions on 
the exercise of such Option which relate to the employment or service of the Participant or the requirement that 
the Participant exchange a prior outstanding Option and/or SAR; provided that, if the Administrator grants an 
ISO and NQSO to an Eligible Employee, the right of the Eligible Employee to exercise one such Option shall 
not be conditioned on his failure to exercise the other such Option. The Administrator may issue new Options 
equal to the number of Shares surrendered by a Participant upon exercise of a previously granted stock option.  

   
6.2            Special Rules for Incentive Stock Options. The grant of ISOs shall be subject to the 

following additional restrictions:  
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(a)           Eligible Individuals. Incentive Stock Options shall only be granted to an Eligible 
Employee who at the time of grant is a common law employee of BellSouth or a Subsidiary.  

   
(b)            Time of Grant. No Incentive Stock Option shall be granted pursuant to this Plan 

more than 10 years after April 24, 1995.  
   

(c)            Annual Limit. The aggregate Fair Market Value (determined at the time the ISO is 
granted) of the Shares with respect to which one or more ISOs are exercisable for the first time by a 
Participant during any calendar year under the Plan or with respect to which any incentive stock 
options described in Section 422 of the Code are so first exercisable under any other stock plan of 
BellSouth or a Parent Corporation or any Subsidiary shall not exceed $100,000 or such other maximum 
amount permitted under Section 422 of the Code.  
   

(d)            Option Term. The term of an ISO shall not exceed 10 years from the date of grant.  
   

(e)            Ten Percent Shareholder. If any Participant to whom an ISO is to be granted 
pursuant to the provisions of the Plan is, on the date of grant, a Ten Percent Shareholder, then the 
following special provisions shall be applicable to the ISO granted to such individual:  

   
(i)             the Option Price of shares subject to such ISO shall not be less than 110% 

of Fair Market Value on the date of grant; and  
   

(ii)            the Option shall not have a term in excess of 5 years from the date of grant.  
   

Any Option purporting to constitute an ISO in violation of the restrictions in this Section 6.2 shall constitute a 
NQSO.  
   

6.3            Non-Employee Director Basic Options. Unless otherwise determined by the Director 
Committee, on the date of each BellSouth annual shareholders’ meeting, each individual who is at that time 
serving as a Non-Employee Director, whether or not such individual is first elected as a Board member at that 
meeting or whether or not such individual is standing for reelection as a Board member at that meeting, shall be 
granted an Option to purchase BLS Shares and/or an Option to purchase Latin America Shares as determined by 
the Director Committee.  
   

   
(a)           Unless otherwise determined by the Director Committee, each Non-Employee 

Director who receives a grant of a Basic Option under Section 6.3 on the date of an annual 
shareholders’ meeting shall be granted Additional Options to purchase BLS Shares and/or Latin 
America Shares on such date if:  
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(i)           the number of BLS Shares and Latin America Shares owned by such Non-
Employee Director (as determined under paragraph (b) below) as of the immediately 
preceding December 31 (adjusted to appropriately reflect the Tracking Stock Transactions) 
exceeds  

   
(ii)          the sum of (A) the number of BLS Shares and Latin America Shares 

determined by: (I) dividing a portion of the product of (a) five multiplied by (b) the amount of 
the annual retainer for Board members in effect on such December 31 (the “Retainer 
Multiple”) by the representative BLS Share price on such December 31, and (II) dividing a 
portion of the Retainer Multiple by the representative Latin America Share price on such 
December 31 (as determined under paragraph (c) below) and (B) the number of BLS Shares 
and Latin America Shares subject to Additional Options previously granted to such Non-
Employee Director under this Section 6.4 (whether or not any such previously granted 
Additional Option has been exercised or has expired). The portion of the Retainer Multiple to 
be applied to BLS Shares and Latin America Shares shall be in proportion to the number of 
BLS Shares and Latin America Shares granted as Basic Options for such year.  

   
Such Additional Option shall be for the number of BLS Shares and/or Latin America Shares equal to the excess 
of (A) one half of the number by which Section 6.4(a)(i) exceeds Section 6.4(a)(ii)(A) (rounded to the next 
highest whole number) over (B) Section 6.4(a)(ii)(B), limited to a maximum annual grant of BLS Shares and 
Latin America Shares as determined by the Director Committee.  
   

(b)           For purposes of this Section 6.4 only, a Non-Employee Director shall be deemed to 
“own” the number of Shares equal to the sum of:  

   
(i)           those BLS Shares and Latin America Shares, whether registered in the 

owner’s name or in nominee name, which (1) are owned by the Non-Employee Director or his 
spouse (or jointly) or (2) are owned by a trust with respect to which the Non-Employee 
Director or his spouse (or both) contributed the BLS Shares or Latin America Shares (or the 
money or other property used by the trustee to purchase the BLS Shares and/or Latin America 
Shares) and also holds the power to vote and dispose of such Shares; and  

   
(ii)          the number of stock units (i.e., bookkeeping units which reflect the price 

changes and dividends on a Share) credited to the Non-Employee Director pursuant to any 
deferred compensation plan maintained by BellSouth.  

   
(c)           For purposes of this Section 6.4 only, the representative price of a BLS Share or 

Latin America Share on any December 31 will equal the average of the Fair Market Value of such 
Share for the last five trading days on the New York Stock Exchange for the year ending that 
December 31 and the first five such trading days in the next succeeding year.  
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6.5          Other Options. The Administrator may establish rules with respect to, and may grant to 
Eligible Employees or Non-Employee Directors, Options which comply with any amendment to the Code 
providing for special tax benefits for stock options made after the effective date of this Plan, provided such rules 
otherwise are consistent with the terms of this Plan.  
   

6.6          Option Price. The Option Price for each Share subject to an Option shall not be less than the 
greater of (i) the par value of a Share or (ii) the Fair Market Value of a Share on the date the Option is granted.  
   

   
(a)           Eligible Employees. Each Option granted to an Eligible Employee under this Plan 

shall be exercisable at such time or times as set forth in the related Agreement over the period which 
begins on the date such Option is granted, and each Option shall expire automatically on the earliest of 
(i) the date such Option is exercised in full, (ii) the date such Option expires in accordance with the 
terms of the related Agreement or (iii) the date such Option is forfeited or deemed to expire upon the 
exercise of any tandem SAR. An Agreement may provide for the exercise of an Option after the 
employment of an Eligible Employee has terminated for any reason whatsoever, including retirement, 
death or disability, but such provision shall have no force or effect whatsoever and shall be inoperative 
if the Administrator determines that such termination was for “cause” or was a result of misconduct in 
connection with his employment. Upon such termination, the Option shall be forfeited.  

   

   
(i)           Unless otherwise provided in an Agreement, an Option granted to a Non-

Employee Director shall become exercisable on the first anniversary of the Grant Date; 
provided, however, that in the event that, prior to such first anniversary, (1) the Non-Employee 
Director terminates his service on the Board by reason of (A) death, (B) disability, or (C) 
retirement (which shall mean termination of service on the Board after the Non-Employee 
Director has attained age 55 and completed at least five years of service as a director on the 
Board), or (2) a Change in Control shall occur, then an Option shall become immediately 
exercisable upon the occurrence of such event or, if later, the expiration of the six-month 
period following the Grant Date. Subject to the foregoing, an Option shall be exercisable at 
any time in whole or in part (but if in part, in an amount equal to at least 100 Shares or, if less, 
the number of Shares remaining to be exercised under the Option) on any business day of 
BellSouth before the date such Option expires under this Section 6.7.  

   
(ii)          Unless otherwise provided in an Agreement, an Option shall expire on the 

earlier of:  
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(1)        the first date on or after the Grant Date and prior to a Change in 
Control on which the Non-Employee Director (A) resigns from or is not re-elected to 
the Board prior to being eligible for retirement under clause (b)(i)(1)(c) of this Section 
6.7; (B) resigns for the purpose of accepting, or retires and subsequently accepts, a 
directorship or employment, or becomes associated with, employed by or renders 
service to, or owns an interest in (other than as a shareholder with a less than 5% 
interest in a publicly traded company) any business that is competitive with any 
BellSouth company or with any other business in which any of the BellSouth 
companies have a substantial direct or indirect interest; or (C) resigns as a result of an 
interest or affiliation which would prohibit continued service as a director;  

   
(2)        the date the Option (or a tandem SAR) has been exercised in full; or  

   
(3)        one day after the expiration of the ten-year period which begins on the Option 
Grant Date or, in the case of a Non-Employee Director who dies within six months 
prior to such day, the last day of the six month period which begins on the date of the 
Non-Employee Director’s death.  

   

   
(a)           Exercise of Option. An Option may be exercised by properly completing and 

actually delivering to BellSouth an exercise form prescribed by the Administrator for this purpose, 
together with payment in full of the Option Price for the Shares the Participant desires to purchase 
through such exercise in the manner specified in the exercise form. Payment may be made:  

   
(i)          in cash or its equivalent (e.g., by check);  

   
(ii)          in BLS Shares or Latin America Shares, as the case may be, having a Fair 

Market Value equal to the aggregate Option Price for the Shares being purchased and 
satisfying such other requirements as may be imposed by the Administrator, provided , that 
such Shares have been held by the Participant for no less than six months (or such other period 
as established from time to time by the Administrator or generally accepted accounting 
principles);  

   
(iii)          partly in cash and partly in such Shares;  

   
(iv)         through the delivery of irrevocable instructions to a broker to deliver 

promptly to BellSouth an amount equal to the aggregate Option Price for the Shares being 
purchased; or  

   
(v)          in the form of other property as determined by the Administrator.  
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Any Shares which are tendered in payment shall be valued at their Fair Market Value on the Settlement 
Date.  

   
(b)           Attestation. Wherever in this Plan or any Agreement a Participant is permitted to 

pay the Option Price of an Option or taxes relating to the exercise of an Option by delivering Shares, 
the Participant may, subject to procedures satisfactory to the Administrator, satisfy such delivery 
requirement by presenting proof of beneficial ownership of such Shares, in which case BellSouth shall 
treat the Option as exercised without further payment and shall withhold such number of Shares from 
the Shares acquired by the exercise of the Option.  

   
ARTICLE VII  

   
STOCK APPRECIATION RIGHTS  

   
7.1          Grant. Subject to the terms and conditions of this Plan, the Administrator may grant a SAR 

to any Eligible Employee or Non-Employee Directors either (i) in tandem with the grant of an ISO in the case 
of an Eligible Employee, (ii) in tandem with the grant of an NQSO or (iii) independent of the grant of an ISO or 
NQSO. The Administrator may grant a SAR to each Non-Employee Director in tandem with each grant of a 
Basic Option and an Additional Option. Each grant of a SAR which is in tandem with the grant of an ISO or an 
NQSO shall be evidenced by the same Agreement as the ISO or NQSO which is granted in tandem with such 
SAR and such SAR shall relate to the same number of Shares as such Option. Each SAR which is granted 
independent of an ISO or NQSO shall be evidenced by a separate Agreement which shall state the number of 
Shares to which such SAR shall relate and such other terms and conditions as the Administrator in its sole 
discretion deems are consistent with the terms of this Plan, including conditions on the exercise of such SAR 
which relate to the employment or service of the Participant or the requirement that the Participant exchange a 
prior outstanding Option and/or SAR.  
   

7.2          Payment at Exercise. Upon the settlement of a SAR in accordance with the terms of the 
related Agreement, the Participant shall (subject to the terms and conditions of this Plan and such Agreement) 
receive a payment equal to the excess, if any, of the SAR Exercise Price for the number of Shares of the SAR 
being exercised at that time over the SAR Grant Price for such Shares. Such payment may be made in whole 
Shares or in cash, or partially in Shares and partially in cash, as determined under the SAR Agreement. If 
payment is made in whole or in part in Shares, such Shares shall be valued for this purpose at the SAR Exercise 
Price on the date the SAR is exercised, and any payment in Shares which calls for a payment in a fractional 
Share automatically shall be paid in cash based on such valuation.  
   

7.3          Special Terms and Conditions. Each Agreement which evidences the grant of a SAR shall 
incorporate such terms and conditions as the Administrator in its absolute discretion deems are consistent with 
the terms of this Plan and the Agreement for the ISOs and NQSOs, if any, granted in tandem with such SAR 
except that (i) if a SAR is granted in tandem with an ISO or a NQSO, the SAR shall be exercisable only when 
the related ISO or NQSO is exercisable and (ii) the Participant’s right to exercise a SAR granted in tandem with 
an ISO or NQSO shall be  
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forfeited to the extent that he exercises the related ISO or NQSO and his right to exercise the ISO or NQSO 
shall be forfeited to the extent he exercises the related SAR, but any such forfeiture shall not count as a 
forfeiture for purposes of making the Shares subject to such Option or SAR again available for use under 
Article III.  
   

ARTICLE VIII  
   

RESTRICTED SHARES  
   

8.1          Grant. Subject to the terms and conditions of this Plan, the Administrator may grant 
Restricted Shares to any Eligible Employee or Nonemployee Director as provided in this Article VIII. Each 
grant of Restricted Shares shall be evidenced by an Agreement which shall state such terms and conditions as 
the Administrator deems are consistent with the terms of this Plan.  
   

8.2          Restrictions. Restricted Shares shall be subject to such conditions and restrictions as the 
Administrator shall determine and specify in the related Agreement, which may include, but are not limited to, 
continued employment or service with BellSouth or a Subsidiary and achievement of Performance Objectives, 
which restrictions may lapse separately or in combination at such times, under such circumstances, in such 
installments, or otherwise, as the Administrator may determine and so specify. Except to the extent restricted 
under the terms of the Plan and the Agreement relating to the Restricted Shares, a Participant granted Restricted 
Shares shall have all of the rights of a shareholder including, without limitation, the right to vote Restricted 
Shares and the right to receive dividends thereon.  
   

8.3          Forfeiture. If a Participant fails to meet the terms and conditions of the Agreement for such 
Restricted Shares during the Restricted Period, Restricted Shares still subject to restrictions shall be forfeited, 
and all rights of the Participant to such Shares shall terminate without further obligation on the part of 
BellSouth. An Agreement may provide that the Restricted Period will end upon the retirement, death or 
disability of a Participant while an employee or director or upon such other event or events as the Administrator 
shall determine or may otherwise provide that such an event will not result in forfeiture of the Restricted Shares. 
   

8.4          Certificates for Shares. Restricted Shares granted under the Plan may be evidenced in such 
manner as the Administrator shall determine. The Administrator may place a legend on the Share certificates 
referring to such restrictions and may require the Participant, until the restrictions have lapsed, to keep the Share 
certificates, together with duly endorsed stock powers, in the custody of BellSouth or its transfer agent or to 
maintain evidence of Share ownership, together with duly endorsed stock powers, in a certificateless book-entry 
account with BellSouth’s transfer agent.  
   

8.5          Adjustments. Shares distributed in connection with a stock split or stock dividend, and other 
property distributed as a dividend or pursuant to an adjustment under Section 10.6, shall be subject to 
restrictions and a risk of forfeiture to the same extent as the Restricted Shares with respect to which such Shares 
or other property has been distributed.  
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ARTICLE IX  
   

OTHER STOCK RIGHTS  
   

9.1          Grant. Subject to the terms and conditions of this Plan, the Administrator may grant 
Performance Shares, Stock Payments or Dividend Equivalent Rights as provided in this Article IX. A grant of 
Performance Shares and Dividend Equivalent Rights shall be evidenced by an Agreement, and a grant of Stock 
Payments may be evidenced by an Agreement, which Agreement shall contain such terms and conditions as the 
Administrator deems are consistent with the terms of this Plan.  
   

9.2          Performance Shares. Performance Shares shall become payable to a Participant based upon 
the achievement of specified Performance Objectives and upon such other terms and conditions as the 
Administrator may determine and specify in the Agreement evidencing such Performance Shares. Each grant 
shall satisfy the conditions for performance-based Awards under Section 10.2. A grant may provide for the 
forfeiture of Performance Shares in the event of termination of employment or other events, subject to 
exceptions for death, disability, retirement or other events, all as the Administrator may determine and specify 
in the Agreement for such grant, provided that no exception shall apply if the Administrator determines that the 
termination was for “cause” or was a result of misconduct in connection with his employment or service. 
Payment may be made at such time and in such form, either in cash or Shares, or a combination thereof, as the 
Administrator shall determine and specify in the Agreement.  
   

   
(a)           Eligible Employees. The Administrator may grant Stock Payments to an Eligible 

Employee as a bonus or additional compensation or in lieu of the obligation of BellSouth or a 
Subsidiary to pay cash compensation under other compensatory arrangements, with or without the 
election of the Eligible Employee. A Participant shall have all voting, dividend, liquidation and other 
rights with respect to Shares issued to the Participant as a Stock Payment upon the Participant 
becoming holder of record of such Shares; provided, however, the Plan Administrator may impose 
such restrictions on the assignment or transfer of such Shares as it deems are appropriate and specifies 
in an Agreement for such Stock Payment. A Stock Payment shall be subject to such other terms as the 
Administrator deems are consistent with the terms of this Plan and specifies in any Agreement for such 
Stock Payment.  

   
(b)           Non-Employee Directors. The Director Committee may grant Stock Payments to a 

Non-Employee Director as additional compensation or in lieu of the obligation of BellSouth to pay 
cash compensation. In addition, unless otherwise determined by the Director Committee, for each date 
that a retainer payment otherwise is due to a Non-Employee Director, BellSouth shall pay such Non-
Employee Director a Stock Payment for the number of BLS Shares and/or Latin America Shares, as 
determined by the Director Committee, equal to 50% of such retainer payment based upon the average 
of the high and low daily sales prices of a BLS Share and/or a Latin  
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America Share on the New York Stock Exchange (“NYSE”) for the period of five trading days ending 
on such retainer payment date (or the period of five trading days immediately preceding such date if the 
NYSE is closed on such date). Such Stock Payment will be made in lieu of the cash payment of such 
50% of the retainer. Certificates or other evidence of all whole Shares will be delivered promptly 
following each Stock Payment. Any payment for a fractional Share automatically will be made in cash. 

   
9.4          Dividend Equivalent Rights. The Plan Administrator may grant Dividend Equivalent Rights 

in tandem with the grant of Options, SARs, or Performance Shares that otherwise do not provide for the 
payment of dividends on the Shares subject to such Awards for the period of time to which such Dividend 
Equivalent Rights apply, or may grant Dividend Equivalent Rights that are independent of any such Award. A 
Dividend Equivalent Right granted in tandem with another Award may be evidenced by the Agreement for such 
other Award; otherwise, a Dividend Equivalent Right shall be evidenced by a separate Agreement. Payment 
may be made in cash or Shares, or a combination thereof, may be immediate or deferred, and may be subject to 
such employment, Performance Objectives or other conditions as the Administrator may determine and specify 
in the Agreement for such Dividend Equivalent Rights. The total payment attributable to a Share subject to a 
Dividend Equivalent Right shall not exceed 100% of the equivalent dividends payable with respect to a Share 
during the term of such Dividend Equivalent Right, taking into account any assumed reinvestment (including 
assumed reinvestment in Shares) or interest earnings on such equivalent dividends as determined under the 
Agreement in the case of deferred payment, provided that such percentage may increase to a maximum of 200% 
if the Dividend Equivalent Right is subject to a Performance Objective as described in Section 10.2.  
   

ARTICLE X  
   

SPECIAL PROVISIONS APPLICABLE TO AWARDS  
   

   
(a)           Six-Month Holding Period. Unless a Participant could otherwise exercise a 

derivative security or dispose of Shares delivered upon exercise of a derivative security granted under 
the Plan without incurring liability under Section 16(b) of the Exchange Act, (i) Shares delivered under 
the Plan other than upon exercise or conversion of a derivative security granted under the Plan shall be 
held for at least six months from the date of acquisition, and (ii), with respect to a derivative security 
granted under the Plan, at least six months shall elapse from the date of acquisition of the derivative 
security to the date of disposition of the derivative security (other than upon exercise or conversion) or 
its underlying equity security.  

   
(b)           Reformation to Comply with Exchange Act Rules. It is the intent of BellSouth 

that this Plan comply in all respects with applicable provisions of Rule 16b-3 or Rule 16a-l(c)(3) under 
the Exchange Act in connection with any grant of Awards to, or other transaction by, a Participant who 
is subject to Section 16 of the Exchange Act  
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(except for transactions exempted under alternative Exchange Act Rules). Accordingly, if any 
provision of this Plan or any Agreement relating to an Award does not comply with the requirements of 
Rule 16b-3 or Rule l6a-1(c)(3) as then applicable to any such transaction, such provision will be 
construed or deemed amended to the extent necessary to conform to the applicable requirements of 
Rule 16b-3 or Rule l6a-1(c)(3) so that such Participant shall avoid liability under Section 16(b).  

   
(c)           Prior Plan Window Period SARs. Effective November 24, 1996, in light of the 

elimination by the Securities and Exchange Commission of the condition for exemption from Section 
16(b) of the Exchange Act that stock appreciation rights be exercised for cash only during a specified 
“window period”, outstanding stock appreciation rights tandem to non-qualified options issued under 
the BellSouth Corporation Stock Option Plan are amended to remove the window period restriction for 
cash exercise such that such stock appreciation rights granted in 1989 and 1990 are now exercisable for 
cash at any time and that such stock appreciation rights granted in all other years are now exercisable 
for either cash or Shares at any time, provided in all cases that such a stock appreciation right can only 
be exercised if the optionee meets all other applicable requirements for the exercise of such stock 
appreciation right under the terms of the Prior Plan and the applicable grant agreement, including any 
requirement relating to the optionee’s status under Section 16(a) of the Exchange Act at the time of 
grant or exercise. This Section 10.1(c) shall constitute an amendment to the BellSouth Corporation 
Stock Option Plan, and to outstanding non-qualified stock option and tandem stock appreciation right 
agreements thereunder, to the extent necessary to effect this change to such outstanding stock 
appreciation rights under such plan. A Prior Plan participant’s (or beneficiary’s) election to exercise 
such an outstanding stock appreciation right during any expanded period provided by this Section 10.1
(c) shall constitute any required consent by the participant (or beneficiary) to such amendment.  

   

   
(a)           General. Each Agreement for the grant of Performance Shares shall specify the 

number of Performance Shares subject to such Agreement, the Performance Period and the 
Performance Objective, and each Agreement for the grant of any other Award that the Administrator 
determines to make subject to a Performance Objective similarly shall specify the applicable number of 
Shares, the period for measuring performance and the Performance Objective. Each Agreement for a 
performance-based grant shall specify in respect of a Performance Objective the minimum level of 
performance below which no payment will be made, shall describe the method for determining the 
amount of any payment to be made if performance is at or above the minimum acceptable level but 
falls short of full achievement of the Performance Objective, and shall specify the maximum 
percentage payout under the Agreement. Such maximum percentage in no event shall exceed 100% in 
the case of performance-based Restricted Shares and 200% in the case of Performance Shares or 
performance-based Dividend Equivalent Rights.  
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(b)           Performance Objective. The Administrator shall determine and specify the 
Performance Objective in the Agreement for a Performance Share or for any other performance-based 
Award, which Performance Objective shall consist of (i) one or more business criteria, including 
(except as limited under Section 10.2(c) below for Awards to Covered Employees) financial, service 
level and individual performance criteria, and (ii) a targeted level or levels of performance with respect 
to such criteria. Performance Objectives may differ between Participants and between types of Awards 
and from year to year.  

   
(c)           Additional Rules Applicable to Covered Employees. The Performance Objective 

for Performance Shares and any other performance-based Award granted to a Covered Employee shall 
be objective and shall otherwise meet the requirements of Section 162(m)(4)(C) of the Code and shall 
be based on one or more of the following business criterion: (i) consolidated earnings before or after 
taxes (including earnings before interest, taxes, depreciation and amortization); (ii) net income; (iii) 
operating income; (iv) earnings per Share; (v) book value per Share; (vi) return on shareholders’ 
equity; (vii) expense management; (viii) return on investment; (ix) improvements in capital structure; 
(x) profitability of an identifiable business unit or product; (xi) maintenance or improvement of profit 
margins; (xii) stock price; (xiii) market share; (xiv) revenues or sales; (xv) costs; (xvi) cash flow; (xvii) 
working capital; (xviii) return on assets; and (xix) total shareholder return. The foregoing criterion may 
relate to BellSouth, one or more of its Subsidiaries or one or more of its divisions or units, or any 
combination of the foregoing, and may be applied on an absolute basis and/or be relative to one or 
more peer group companies or indices, or any combination thereof, all as the Compensation Committee 
shall determine. In addition, to the degree consistent with Section 162(m) of the Code (or any successor 
section thereto), the performance goals may be calculated without regard to extraordinary items. 
Achievement of this Performance Objective shall be measured over a period of years not to exceed ten 
as specified by the Compensation Committee in the Agreement for the performance-based Award. No 
business criterion other than that named above in this Section 10.2(c) may be used in establishing the 
performance objective for an Award to a Covered Employee under this Section 10.2. For each such 
Award relating to a Covered Employee, the Compensation Committee shall establish the targeted level 
or levels of performance for such business criterion (i) while the outcome for that performance period 
is substantially uncertain and (ii) no more than 90 days after the commencement of the performance 
period to which the performance goal relates or, if less, the number of days which is equal to 25 percent 
of the relevant performance period. The Compensation Committee may, in its discretion, reduce the 
amount of a payout otherwise to be made in connection with an Award under this Section 10.2(c), but 
may not exercise discretion to increase such amount, and the Committee may consider other 
performance criteria in exercising such discretion. All determinations by the Compensation Committee 
as to the achievement of Performance Objectives under this Section 10.2(c) shall be made in writing. 
The Compensation Committee may not delegate any responsibility under this Section 10.2(c).  
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(d)          Intent with regard to Code Section 162(m). It is the intent of BellSouth that, unless 
otherwise determined by the Compensation Committee, Options, SARs, and Awards subject to 
Performance Objectives specified under this Section 10.2, granted under the Plan to persons who are 
Covered Employees, shall constitute “qualified performance-based compensation” within the meaning 
of Code Section 162(m) and regulations thereunder. Accordingly, unless otherwise determined by the 
Compensation Committee, if any provision of the Plan or any Award agreement relating to such an 
Award granted to a Covered Employee does not comply or is inconsistent with the requirements of 
Code Section 162(m) or regulations thereunder (including Proposed Regulation 1.162-27 unless and to 
the extent it is superseded by an interim or final regulation), such provision shall be construed or 
deemed amended to the extent necessary to conform to such requirements, and no provision shall be 
deemed to confer upon the Compensation Committee or any other person discretion to increase the 
amount of compensation otherwise payable to a Covered Employee in connection with any such Award 
upon attainment of the Performance Objectives.  

   

   
(a)           General. The Compensation Committee shall have the right in its sole discretion to 

include with respect to any Award granted to a Participant under this Plan provisions accelerating the 
vesting or Settlement of such Award upon a Change in Control, subject to the restrictions on 
dispositions of equity securities set forth in Sections 10.1(a) and 12.1 and the restrictions in Section 
10.3(d) below. Such acceleration rights may be included as part of the Agreement for such Award or 
may be included at any time after the Award has been granted to the Participant. Such acceleration 
rights may include, or be made subject to, such restrictions as the Compensation Committee may deem 
are appropriate to avoid or ameliorate the federal income tax impact of excess parachute payments as 
defined in Section 280G(b) of the Code.  

   
(b)           Options and SAR Grants. Any Option or SAR granted under the Plan on and after 

September 23, 1996 shall become fully vested and exercisable upon a Change in Control. Such Option 
or SAR following a Change in Control accordingly (i) shall be exercisable without regard to any dates 
specified in the applicable grant Agreement and (ii) any conditions specified in the grant Agreement or 
otherwise in the Plan for the forfeiture of the Option or SAR, including any conditions related to 
termination of employment or noncompetition, shall not apply, subject in both cases to the continued 
application of the expiration date specified in the grant Agreement on which the Option or SAR will 
expire in all events.  

   
(c)           Outstanding Non-Qualified Stock Options and SARs. Effective September 23, 

1996, Section 10.3(b) also shall apply to all outstanding non-qualified stock options and tandem SARs 
under this Plan and also those issued under the BellSouth Corporation Stock Option Plan, subject in 
both cases to the consent of the applicable participant in accordance with rules established by 
BellSouth. This Section 10.3 (and related definitions) shall constitute an amendment to the BellSouth 
Corporation Stock Option Plan, and to all outstanding non-qualified stock options and tandem stock  
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appreciation rights under this Plan and under the Prior Plan, to the extent necessary to effect this 
change to all such outstanding non-qualified stock options and stock appreciation rights.  

   
(d)           Pooling of Interests Accounting Treatment. Notwithstanding anything to the 

contrary in this Plan, if the application of this Section 10.3 would preclude the use of pooling of 
interests accounting treatment with respect to a transaction for which such treatment otherwise is 
available and to be adopted by BellSouth, the provisions of this Section 10.3 shall be modified as it 
applies to such transaction, to the minimum extent necessary to prevent such impact, including if 
necessary the invalidation of such provisions to the extent they otherwise would have been triggered by 
such transaction. If the pooling of interests accounting rules require modification or invalidation of one 
or more provisions of this Section 10.3 as it applies to such transaction, the adverse impact on the 
Participant (including for this purpose a Prior Plan participant) shall, to the extent reasonably possible, 
be proportionate to the adverse impact on other similarly situated Participants of BellSouth. The Board 
shall, in its sole and absolute discretion, make all determinations necessary under this subsection; 
provided, that determinations regarding the application of the pooling of interests accounting rules for 
these purposes shall be made by BellSouth with the concurrence of BellSouth’s independent auditors at 
the time such determination is to be made.  

   

   
(a)           General Rule. During the lifetime of a Participant to whom an Award is granted, 

only the Participant (or such Participant’s legal representative) may exercise or receive payment of an 
Award. No Award (other than unrestricted Stock Payments upon receipt) may be sold, assigned, 
transferred (except as provided in the sentence above), exchanged, or otherwise encumbered or made 
subject to any creditor’s process, whether voluntary, involuntary or by operation of law, and any 
attempt to do so shall be of no effect. This Section 10.4(a) shall apply to all Awards except as provided 
in Sections 10.4(b) and 10.4(c) below.  

   
(b)           Limited Exception for Certain NQSOs and SARs. Unless the terms of the 

applicable grant Agreement for an NQSO or SAR specifically provides that this Section 10.4(b) shall 
not apply, a Participant who is an Officer or a Non-Employee Director (or a retired Officer or Non-
Employee Director) may transfer such Participant’s rights under any NQSO or SAR Agreement (other 
than a SAR tandem to an ISO) granted on or after November 24, 1996 by properly completing and 
delivering to the executive compensation group at BellSouth headquarters a Non-Qualified Stock 
Option Assignment Form and satisfying such other conditions as BellSouth may impose, provided that 
such transfer is without consideration and to (i) one or more of the Participant’s spouse, parents, 
spouse’s parents, siblings, siblings’ lineal descendants, children, children’s lineal descendants, 
children’s spouses and children’s spouses’ lineal descendants, including in all cases legally adopted 
individuals, or (ii) a trust, partnership or similar entity for the benefit solely of one or more of the 
family members described above. The rights of any such transferee thereafter shall be nontransferable 
except that  
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such transferee, where applicable under the terms of the transfer by the Participant, shall have the right 
previously held by the Participant to designate a Beneficiary. A Participant may make such a transfer of 
the Participant’s rights with respect to less than all of the total number of Shares subject to an Option or 
SAR Agreement provided that each such transfer shall apply to at least 20% of the total number of 
Shares initially subject to such Agreement. Upon the transfer by a Participant of any rights under an 
SAR Agreement or under an NQSO Agreement which includes a tandem SAR, any right under the 
SAR to exercise such SAR for cash automatically is eliminated with respect to such transferred 
interest. Notwithstanding Section 12.5 or the terms of any Agreement, BellSouth or any Subsidiary 
shall not withhold any amount attributable to the Participant’s tax liability from any payment of cash or 
Shares to a transferee or transferee’s Beneficiary under this Section 10.4(b) upon exercise of a 
transferred NQSO or SAR by such person, but may require the payment of an amount equal to 
BellSouth’s or any Subsidiary’s withholding tax obligation as a condition to such exercise or as a 
condition to the release of cash or Shares upon such exercise.  

   
(c)           Outstanding Non-Qualified Stock Options and SARs. Effective November 24, 

1996, Section 10.4(b) also shall apply to all non-qualified stock options and SARs tandem to non-
qualified stock options outstanding under the Plan and also to all outstanding non-qualified stock 
options and tandem SARs issued under the BellSouth Corporation Stock Option Plan. This Section 
10.4 (and related Plan provisions on transferability) shall constitute an amendment to the BellSouth 
Corporation Stock Option Plan, and to all outstanding non-qualified stock option and tandem stock 
appreciation right grant agreements under this Plan and the Prior Plan, to the extent necessary to effect 
this change to such outstanding non-qualified stock options and tandem stock appreciation rights. The 
election by a Participant or Beneficiary (including for this purpose a participant or beneficiary under 
the Prior Plan) to transfer any such non-qualified stock option and tandem stock appreciation right 
pursuant to this Section 10.4(c) shall constitute any required consent by the Participant (or Beneficiary) 
to such amendment.  

   
10.5        Transfers to Death Beneficiary. In the event of a Participant’s death, all of such person’s 

outstanding Awards, including his or her rights to receive any accrued but unpaid Stock Payments, will transfer 
to the maximum extent permitted by law to such person’s Beneficiary (except to the extent a permitted transfer 
of a NQSO or SAR previously was made pursuant to Section 10.4). Each Participant may name, from time to 
time, any beneficiary or beneficiaries (which may be named contingently or successively) as his or her 
Beneficiary for purposes of this Plan. Each designation shall be on a form prescribed by the Administrator, will 
be effective only when delivered to BellSouth, and when effective will revoke all prior designations by the 
Participant. If a Participant dies with no such beneficiary designation in effect, such person’s Beneficiary shall 
be his or her estate and such person’s Awards will be transferable by will or pursuant to laws of descent and 
distribution applicable to such person.  
   

10.6        Adjustments. In the event that the Administrator shall determine that any dividend or other 
distribution (whether in the form of cash, Shares, or other property), recapitalization, forward or reverse split, 
reorganization, merger, consolidation, spin-off,  
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combination, repurchase, or share exchange, or other similar corporate transaction or event, affects Shares such 
that an adjustment is appropriate in order to prevent dilution or enlargement of the rights of Participants under 
this Plan, then the Administrator, in such manner as it may deem equitable, shall adjust any or all of (i) the 
number and kind of shares which may thereafter be delivered in connection with Awards, (ii) the number and 
kind of shares that may be delivered or deliverable in respect of outstanding Awards, (iii) the number and kind 
of shares with respect to which Awards may be granted as set forth in Article III, and (iv) the exercise price, 
grant price, or purchase price relating to any Award, or, if deemed appropriate, make provision for a cash 
payment with respect to any outstanding Award. Any such adjustment made by the Administrator, including 
any cancellation of an outstanding Award made as part of such adjustment, will be final and binding. The terms 
of this Section 10.6 (and related definitions) shall apply to all outstanding grants and awards under the Prior 
Plans, and this Section 10.6 shall constitute an amendment to the terms of the Prior Plans and to the terms of all 
such outstanding grants and awards.  
   

ARTICLE XI  
   

AMENDMENTS AND TERMINATION  
   

The Board shall have the right to amend, modify, suspend or terminate the Plan at any time; provided, 
that following the approval of the Plan by BellSouth shareholders, this Plan may not be amended without 
further approval by shareholders, to the extent such approval is required by the Code, the Exchange Act or other 
applicable law. No enactment, modification, suspension or termination of the Plan shall alter or impair any 
Awards previously granted under this Plan without the consent of the holder thereof, unless otherwise required 
by law. It is conclusively presumed for this purpose that any adjustment for changes in capitalization pursuant 
to Section 10.6 of this Plan does not affect any right of the holder of an Award. Notwithstanding the foregoing, 
the Board may not amend the terms of any Option to reduce the Option price. Nor may the Board, without 
approval by shareholders, cancel any Option and grant a new Option with a lower Option price such that the 
effect would be the same as reducing the Option price.  
   

ARTICLE XII  
   

GENERAL PROVISIONS  
   

12.1        Stock Restrictions. BellSouth shall have the right under this Plan to restrict or otherwise 
delay the issuance of any Shares purchased or paid under this Plan until the requirements of any applicable laws 
or regulations and any stock exchange requirements have been in BellSouth’s judgment satisfied in full. 
Furthermore, any Shares which are issued as a result of purchases or payments made under this Plan shall be 
issued subject to such restrictions and conditions on any resale and any other disposition as BellSouth shall 
deem necessary or desirable under any applicable laws or regulations or in light of any stock exchange 
requirements.  
   

12.2        Term of Service. The granting of an Award to a Participant under this Plan shall not obligate 
BellSouth to provide that Participant upon the termination of his or her employment  
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or service with any benefit whatsoever except as provided under the terms and conditions of that Award or 
obligate the Participant to remain an employee or director.  
   

12.3        No Shareholder Rights. No Award shall confer on any Participant, or anyone claiming on 
his behalf, any of the rights of a shareholder of BellSouth unless and until Shares are duly issued or transferred 
on the books of BellSouth in accordance with the terms and conditions of the Award.  
   

12.4        No Right to Employment/Continued Service or Awards. The granting of an Award under 
the Plan shall impose no obligation on BellSouth or any Subsidiary to continue the employment or service of a 
Participant and shall not lessen or affect BellSouth’s or Subsidiary’s right to terminate the employment or 
service of such Participant. No Participant or other Person shall have any claim to be granted any Award, and 
there is no obligation for uniformity of treatment of Participants, or holders or beneficiaries of Awards. The 
terms and conditions of Awards and the Administrator’s determinations and interpretations with respect thereto 
need not be the same with respect to each Participant (whether or not such Participants are similarly situated).  
   

12.5        Unfunded Plan. This Plan shall be unfunded and BellSouth shall not be required to 
segregate any assets that may at any time be represented by Awards under this Plan. Neither BellSouth, its 
affiliates, the Administrator, nor the Board shall be deemed to be a trustee of any amounts to be paid under this 
Plan nor shall anything contained in this Plan or any action taken pursuant to its provisions create or be 
construed to create a fiduciary relationship between any such party and a Participant or anyone claiming on his 
or her behalf. To the extent a Participant or any other person acquires a right to receive payment pursuant to an 
Award under this Plan, such right shall be no greater than the right of an unsecured general creditor of 
BellSouth.  
   

12.6        Taxes. BellSouth or any Subsidiary shall withhold from any payment of cash or Shares to a 
Participant or other person under this Plan an amount sufficient to cover any withholding taxes which may 
become required with respect to such payment or shall take any other action as it deems necessary to satisfy any 
income or other tax withholding requirements as a result of the grant or exercise of any Award under this Plan. 
BellSouth or any Subsidiary shall have the right to require the payment of any such taxes and require that any 
person furnish information deemed necessary by BellSouth or any Subsidiary to meet any tax reporting 
obligation as a condition to exercise or before making any payment pursuant to an Award.  
   

12.7        Binding Effect. The provisions of this Plan, and any applicable Agreement, election, 
Beneficiary designation or other related document, shall be binding upon each Participant and any of his 
Beneficiaries, transferees, heirs, assignees, distributees, executors, administrators, personal representatives or 
any other person claiming any rights under this Plan. Any such person claiming any rights under this Plan shall 
be subject to the terms and conditions of this Plan and all such documents and such other terms and conditions, 
not inconsistent with this Plan, as the Administrator may impose pursuant to Article V.  
   

   
Annex III-26  

126790.3  

   12.8  Choice of Law and Venue. This Plan and all related documents shall be governed by, and 
construed in accordance with, the laws of the State of Georgia,  



   
   

without regard to the conflict of laws provisions thereof (except to the extent provisions of 
federal law may be applicable). Acceptance of an Award shall be deemed to constitute consent 
to the jurisdiction and venue of the Superior Court of Fulton County, Georgia and the United 
States District Court for the Northern District of Georgia for all purposes in connection with 
any suit, action, or other proceeding relating to such Award, including the enforcement of any 
rights under this Plan or any Agreement or other document, and shall be deemed to constitute 
consent to any process or notice of motion in connection with such proceeding being served by 
certified or registered mail or personal service within or without the State of Georgia, provided 
a reasonable time for appearance is allowed.  
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                THIS AGREEMENT, amended and restated as of the 17th day of November, 1993, between 

American Telephone and Telegraph Company, a New York corporation (the "Company"), and Wachovia Bank 

of North Carolina, N.A., a national banking association (the "Trustee").  

W I T N E S S E T H :  

WHEREAS, the Company and the Trustee had previously entered into an agreement (the 

"Agreement") to provide certain assurance to senior managers of the Company, effective May 1, 1992; and  

WHEREAS, the Company and the Trustee desire to make certain changes to the Agreement to 

address the funding and administration intended under the Agreement; and  

WHEREAS, the Company and the Trustee desire to amend and restate the terms of the Agreement to 

address the issues associated with such funding and administration; and  

WHEREAS, the Company has incurred and expects to continue to incur certain unfunded retirement 

income liabilities and benefit obligations to or with respect to all current employees who, as of December 18, 

1991 or thereafter, were at an employment band of Senior Manager or above (or equivalent salary grade level), 

all future employees who are at any time at an employment band of Senior Manager or above) (or equivalent 

salary grade levels), all retired Senior Managers (or retired employees at equivalent salary grade levels) who are 

receiving a service or disability pension under the AT&T Management Pension Plan and were at equivalent 

salary grade levels at the time of their retirement, and all former employees who between December 18, 1991 

and November 17, 1993, inclusive, were at an employment band of Senior Manager and above (or equivalent 

salary grade levels) (collectively, the "Participants") pursuant to the terms of certain retirement and nonqualified 

plans or arrangements presently or hereafter identified in Schedule A to this Agreement (hereinafter the "Plan" 

or "Plans"); and  

WHEREAS, the Company desires to provide additional assurance to such Participants and their 

surviving spouses, beneficiaries or estates under the Plans (collectively, the  
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"Beneficiaries") that their unfunded retirement rights and benefit entitlements under the Plans will in the future 

be met or substantially met by application of the procedures set forth herein; and  

WHEREAS, the Company wishes to establish separate accounts which will include investment 

earnings and adjustments for charges, expenses and cash flow on assets attributable with respect to the 

contributions to each such account (hereinafter the "Accounts") with respect to each Plan or group of Plans (as 

identified in Schedule A) in order to provide a source of payments under the terms of such Plans; and  

WHEREAS, amounts credited to each Account, as determined by the Company from time to time in 

its sole discretion, other than during a Potential Change in Control Period and upon a Change in Control, and 

the earnings thereon shall be used by the Trustee solely in satisfaction of the liabilities of the Company with 

respect to the Participants and the Beneficiaries in the Plans covered under the respective Accounts, and 

expenses as provided herein, and such utilization shall be in accordance with the procedures set forth herein; 

and  

WHEREAS, the Company desires to grant additional powers to the Trustee during a Potential Change 

in Control Period and upon a Change in Control in order to provide the Participants and their Beneficiaries with 

some measure of security during those events; and  

WHEREAS, except as expressly provided in this Agreement, upon satisfaction of all liabilities of the 

Company with respect to Participants and their Beneficiaries payable from a particular Account, the balance, if 

any, remaining in such Account shall be allocated to other Accounts established under this Agreement in 

accordance with the procedures set forth herein; and  

WHEREAS, except as otherwise expressly provided in this Agreement, upon satisfaction of all 

liabilities of the Company with respect to all Participants, and their Beneficiaries under the Plans, the balance, if 

any, remaining in the Accounts shall revert to the Company, provided, however, that all amounts in such 

Accounts shall at all times be subject under this Agreement to the claims of the Company's creditors as 

hereinafter provided;  
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NOW, THEREFORE, in consideration of the premises and mutual and independent promises herein, 

the parties hereto covenant and agree to amend and restate their Agreement as follows:  
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ARTICLE I  
Establishment of Trust  

   

1.1 The Company hereby establishes with the Trustee a Trust consisting of such sums of cash, 

marketable securities and such other property acceptable to the Trustee as shall, in accordance with Article II, 

be paid or delivered to the Trustee and the earnings and profits thereon. All such cash, marketable securities and 

other property, all investments made therewith and proceeds thereof, less the payments or other distributions 

which, at the time of reference, shall have been made by the Trustee, as authorized herein, are referred to herein 

as the "Trust Fund" and shall be held by the Trustee, IN TRUST, in accordance with the provisions of this 

Agreement.  

1.2 The Trustee shall hold, manage, invest and otherwise administer the Trust Fund pursuant to the 

terms of this Agreement. The Trustee shall be responsible for contributions actually received by it and such 

other obligations as it undertakes hereunder. The amount of each contribution by the Company to the Trust 

Fund shall be determined in the sole discretion of the Company, subject to the terms of this Agreement 

requiring contributions during a Potential Change in Control Period and upon a Change in Control (as each term 

is defined in Section 2.7 of this Agreement).  

1.3 Subject to the provisions of Article X of this Agreement, the Company and the Trustee agree that 

the Trust created herein shall not be revocable by the Company. The Trust established hereunder is intended to 

be a grantor trust within the meaning of Section 671 of the Internal Revenue Code of 1986, as thereafter 

amended, and all property contributed to the Trust and interest and other income earned on the investments of 

the Trust shall be held in trust in accordance with this Agreement, but shall be considered the property of, and 

taxable to, the Company.  

1.4 To the extent provided in this Agreement, the Trustee shall maintain in an equitable manner a 

separate bookkeeping Account for each Plan or group of Plans, as provided in Schedule  
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A hereto, in which it shall keep a separate record of the interest of such Participant or Beneficiary under each 

Plan and Account under the Trust Fund. For purposes of this Agreement, the interest of each Participant and 

Beneficiary payable from the Trust Fund with respect to any Plan shall be determined by multiplying the 

Participant's or Beneficiary's vested benefit under the Plan (as of the date the Participant and Beneficiary 

becomes entitled to payments under the Plan) by the ratio obtained by dividing the total assets for the Account 

(as determined in accordance with Article IV of this Agreement) in which the Plan is included by the total 

vested liabilities for all Plans included within such Account. The Company's Corporate Vice President -

Investment Management, shall certify to the Trustee at the time of each contribution to the Trust Fund the 

amount of such contribution being made in respect of each Account established under this Agreement. If the 

Trust Fund receives contributions in excess of the amounts initially contributed pursuant to Section 2.1, the 

Trust Fund shall be revalued by the Trustee as of the last business day of each calendar quarter (or more 

frequently, at the request of the Company) at current market values, as determined by the Trustee. At the 

discretion of the Company, each Participant in each Plan with respect to which an Account has been established 

or his Beneficiary shall be entitled to receive from the Company, or such person as is designated by the 

Company ("delegate"), a semi-annual statement of his entitlement with respect to each such Plan and Account. 

During a Potential Change in Control Period and upon a Change in Control, such statements shall be provided 

on a quarterly basis and shall be required to be sent by the Trustee to such Participants (or their Beneficiaries, if 

applicable).  
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ARTICLE II  
Funding of the Trust  

   

2.1 Concurrently with the execution of this Trust, the Company is delivering to the Trustee, to be held 

in trust hereunder, the sum of one-hundred dollars ($100) in cash with respect to each of the Plans identified in 

Schedule A hereto to be administered and disposed of by the Trustee as provided herein. In addition, subject to 

Section 2.2, the Company may from time to time contribute additional cash, marketable securities (including 

securities of the Company) or other property reasonably acceptable to the Trustee to be allocated between and 

among the Accounts as designated by the Company's Corporate Vice President - Investment Management.  

2.2 Concurrently with the execution of this Trust and thereafter in accordance with Section 4.3, the 

Company shall provide to the Trustee all reasonably required information necessary for the Trustee to 

determine the Company's (and its affiliates') liabilities and obligations under the Plans and shall update such 

information from time to time as requested by the Trustee. If the Company does not provide updated 

information to the Trustee within a reasonable period of time following any request, the Trustee shall use its 

best estimate to determine the Company's (and its affiliates') obligations and liabilities under the Plans. The 

Trustee shall be protected in determining the amount of the Company's (and its affiliates') obligations and 

liabilities under the Plans so long as the Trustee acts in good faith in arriving at its best estimate. The Trustee 

shall not perform any calculations with respect to such information unless directed to do so by the Company, 

but shall be required to perform such calculations during a Potential Change in Control Period and upon a 

Change in Control as provided herein. Upon the occurrence of a Potential Change in Control and a Change in 

Control, the Trustee shall determine, in accordance with Section 2.5 hereof, based upon the last valuation 

available to the Trustee with respect to the vested and nonvested liabilities of the Company (and its affiliates) 

under the Plans, the aggregate amount which will be sufficient to fund the Company's (and its affiliates') 

obligations and liabilities to pay the vested and nonvested benefits due to Participants  

   

8  



or Beneficiaries pursuant to the Plans, plus the amount of one million dollars ($1,000,000) to provide for 

expenses, including, but not limited to, legal expenses, administrative expenses, and other costs of maintaining 

the Trust Fund (the aggregate amount necessary to fund the Company's and its affiliates' liabilities under the 

Plans and the expense amount shall collectively be referred to herein as the "Full Funding Amount" and is more 

fully defined in Section 2.5 of this Agreement). The determination by the Trustee shall include reasonable 

estimates and adjustments for events occurring subsequent to such last valuation. The Trustee shall give notice 

to the Company of such Full Funding Amount as soon as possible but in any event not later than fifteen (15) 

days after each occurrence of a Potential Change in Control and a Change in Control. Not later than thirty (30) 

days after each occurrence of a Potential Change in Control and a Change in Control, the Company shall deliver 

to the Trustee an amount of cash (or marketable securities acceptable to the Trustee and having a fair market 

value equal to such amount as determined by the Trustee, or some combination thereof) equal to the Full 

Funding Amount.  

2.3 During a Potential Change in Control Period and upon a Change in Control, the Trustee shall, 

every three months from the last day of the month in which occurs each such Potential Change in Control and 

Change in Control, whichever is applicable, unless the Full Funding Amount shall theretofore have been 

returned to the Company pursuant to Article III hereof, recalculate the Full Funding Amount as of the end of the 

month immediately preceding such three-month interval date as if the Potential Change in Control or Change in 

Control had occurred at the end of such month. Not later than thirty (30) days after each three-month interval 

date, the Trustee shall give notice to the Company as to the fair market value of assets then held in the Trust as 

of the end of such three-month interval date. As soon as possible following completion of the recalculation but 

in any event not later than forty-five (45) days after each three-month interval date, the Trustee shall give notice 

to the Company of (i) such recalculated Full Funding Amount, (ii) the additional payment to the Trustee (if any) 

required from the Company by the following sentence, (iii) the distribution to the Company (if any) required 

from the Trustee upon the Company's written request pursuant to the last sentence of Section 2.4  
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hereof, and (iv) all information required to be set forth in any currently-required Payment Schedule described in 

Section 2.6 hereof. If such recalculated Full Funding Amount exceeds the fair market value of the assets then 

held in the Trust as determined by the Trustee, the Company shall promptly (and in no event later than ten (10) 

days from the date of notice of any underfunding from the Trustee) pay to the Trustee an amount in cash (or 

marketable securities (including securities of the Company) reasonably acceptable to the Trustee or any 

combination thereof) equal to such underfunding. The Trustee shall have the duty, obligation and authority, by 

whatever means necessary, including, without limitation, by means of commencing a lawsuit against the 

Company, to collect any part of such amount which the Company fails to contribute to the Trust Fund in a 

timely manner.  

2.4 Notwithstanding the foregoing, if, other than during a Potential Change in Control Period and 

prior to a Change in Control, the fair market value of the assets then held in the Trust, as determined by the 

Trustee in its sole discretion, is more than 125 percent of any such recalculated Full Funding Amount, exclusive 

of the $1,000,000 for expenses as more fully described in Section 2.2 hereof, the Trustee, upon receipt of a 

written request from the Company's Corporate Vice President - Investment Management, shall distribute to the 

Company such requested amount in excess of 125 percent of the Full Funding Amount, exclusive of the 

$1,000,000 for expenses ("Excess Funds"). During a Potential Change in Control Period and upon the 

occurrence of a Change in Control, Excess Funds, if any, shall be used and applied by the Trustee to expenses 

and other costs of maintaining the Trust Fund and shall not be returned to the Company.  

2.5 The Full Funding Amount, based on the best information available (including, when necessary, 

estimates and forecasts) to the Trustee, shall be an amount equal to the net present value of the amount of any 

vested and nonvested payments, including any payments that would be accelerated by reason of any potential or 

actual change in control (as defined in the respective Plans), under the Plans determined, to the extent 

applicable, as if the potential or actual change in control referred to therein had occurred on the date as of which 

the Full Funding Amount is  
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calculated, and shall include an additional sum of one million dollars ($1,000,000) as described in Section 2.2 

of this Agreement. For the purpose of calculating the Full Funding Amount (other than the one million dollar 

($1,000,000) portion for expenses), all Participants who have previously retired or terminated from the active 

employment of the Company and its affiliates shall be assumed to have retired (if eligible) or terminated 

employment on the date of the Potential Change in Control or Change in Control. Net present value and 

liabilities under the Plans shall be determined in a manner consistent with the assumptions utilized by the 

Company under the Company's qualified defined benefit pension plan applicable to management employees 

(the "Pension Plan"), unless the terms of a specific Plan direct use of different assumptions, in which case such 

different assumptions shall be used solely with respect to the Plan to which they pertain. During a Potential 

Change in Control Period and upon a Change in Control, the Pension Plan or Plan assumptions utilized 

immediately prior to the Potential Change in Control or Change in Control, as the case may be, shall remain in 

effect for the duration of this Agreement, unless assumptions resulting in a greater benefit to Participants under 

the Plans are uniformly adopted with respect to the Pension Plan or Plans, in which case the latter assumptions 

shall be utilized for purposes of this Agreement.  

2.6 Contemporaneously with each payment by the Company pursuant to Section 2.1, or 2.3 hereof 

(other than the initial payment of one-hundred dollars ($100) for each of the Plans), the Company shall deliver 

Payment Schedules (containing information with respect to a Participant's or Beneficiary's entitlement under the 

Plans, as described in Section 2.5 hereof) to each Participant, Beneficiary (if applicable) and the Trustee; 

provided, however, that at the request of the Company, or during a Potential Change in Control Period and upon 

a Change in Control, the Trustee shall prepare and deliver such Payment Schedules to Participants (or their 

Beneficiaries, if applicable) and to the Company.  

(a) "Change in Control" shall mean the occurrence of any of the following events: (1) an acquisition 

(other than directly from the Company) of any voting securities of the Company (the  
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   2.7 For purposes of this Agreement, the terms set forth below shall be defined as follows:  



"Voting Securities") by any "Person" (which shall mean any "person" or "group," in each case within the 

meaning of Section 13(d) or 14(d) of the Securities Exchange Act of 1934, as amended (the "1934 Act") 

immediately after which such Person is a "Beneficial Owner" (within the meaning of Rule 13d-3 promulgated 

under the 1934 Act, provided , however , that such Person shall be deemed to be the "Beneficial Owner" of all 

shares that any such Person has the right to acquire pursuant to any agreement, arrangement or understanding or 

upon exercise of conversion rights, warrants, options or otherwise, without regard to the sixty day period 

referred to in such Rule) of twenty percent (20%) or more of the combined voting power of the Company's then 

outstanding Voting Securities; provided , however , in determining whether a Change in Control has occurred, 

Voting Securities which are acquired in a "Non-Control Acquisition" (as hereinafter defined) shall not 

constitute an acquisition which would cause a Change in Control. A "Non-Control Acquisition" shall mean an 

acquisition by (A) an employee benefit plan (or a trust forming a part thereof) maintained by (i) the Company or 

(ii) any corporation or other Person of which a majority of its voting power or its equity securities or equity 

interest is owned directly or indirectly by the Company (a "Subsidiary"), (B) the Company or any Subsidiary, or 

(C) any Person in connection with a "Non-Control Transaction" (as defined below). For purposes of this 

Agreement, the entities identified in Subparagraphs "(A)", "(B)" and "(C)" of this Section 2.7(a)(1) shall be 

referred to as "Related Persons."  

(2) The date when the individuals who, as of the date hereof, are members of the Board of Directors 

(the "Board") of the Company (the "Incumbent Board"), cease for any reason to constitute at least two-thirds of 

the Board; provided , however , that if the election, or nomination for election by the Company's stockholders, 

of any new director was approved by a vote of at least two-thirds of the Incumbent Board, such new director 

shall, for purposes of this Agreement be considered as a member of the Incumbent Board; provided , further , 

however , that no individual shall be considered a member of the Incumbent Board if such individual initially 

assumed office as a result of either an actual or threatened "Election Contest" (as described in Rule 14a-11 of 

Regulation 14A promulgated under the 1934 Act) or other actual or threatened  
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solicitation of proxies or consents by or on behalf of a Person other than the Board (a "Proxy Contest") 

including by reason of any agreement intended to avoid or settle any Election Contest or Proxy Contest; or  

(i) the stockholders of the Company immediately before such merger, consolidation or 

reorganization own, directly or indirectly immediately following such merger, consolidation or reorganization, 

at least seventy-five percent (75%) of the combined voting power of the outstanding voting securities of the 

corporation resulting from such merger, consolidation or reorganization (the "Surviving Corporation") in 

substantially the same proportion as their ownership of the Voting Securities immediately before such merger, 

consolidation or reorganization;  

(ii) the individuals who were members of the Incumbent Board immediately prior to the 

execution of the agreement providing for such merger, consolidation or reorganization constitute at least two-

thirds of the members of the board of directors of the Surviving Corporation;  

(iii) no Person (other than the Company or any Subsidiary, any employee benefit plan or any 

trust forming a part thereof) maintained by the Company, the Surviving Corporation or any Subsidiary, or any 

Person who, immediately prior to such merger, consolidation or reorganization had Beneficial Ownership of 

fifteen percent (15%) or more of the then outstanding Voting Securities) has Beneficial Ownership of fifteen 

percent (15%) or more of the combined voting power of the Surviving Corporation's then outstanding voting 

securities; and  

(iv) for purposes of this Agreement, the immediately preceding Subparagraphs (i) through (iii), 

inclusive, shall be referred to as a "Non-Control Transaction".  
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   (3) Approval by stockholders of the Company of:  

   (A) A merger, consolidation or reorganization involving the Company, unless  

   (B) A liquidation or dissolution of the Company; or  

  (C) An agreement for the sale or other disposition of all or substantially all of the assets of the Company to any Person (other than a transfer to a Subsidiary). 



Notwithstanding the foregoing, a Change in Control shall not be deemed to occur solely because any Person 

(the "Subject Person") acquired Beneficial Ownership of more than the permitted amount of the outstanding 

Voting Securities as a result of the acquisition of Voting Securities by the Company which, by reducing the 

number of Voting Securities outstanding, increases the proportional number of shares Beneficially Owned by 

the Subject Person, provided that if a Change in Control would occur (but for the operation of this sentence) as 

a result of the acquisition of Voting Securities by the Company, and after such share acquisition by the 

Company, the Subject Person becomes the Beneficial Owner of any additional Voting Securities which 

increases the percentage of the then outstanding Voting Securities Beneficially Owned by the Subject Person, 

then a Change in Control shall occur.  

(b) "Potential Change in Control" shall mean the occurrence of any of the following events:  

(1) when any Person (including the Company) publicly announces an intention (A) to acquire 

five percent (5%) or more of the then outstanding Voting Securities, provided such acquisition is not by a 

Related Person or (B) to merge or consolidate the Company with another entity, transfer or sell assets of the 

Company, or liquidate or dissolve the Company, in each case described in this clause (B) in a transaction that 

would, if completed, constitute a Change in Control; or  

(A) acquires five percent (5%) or more of the then outstanding Voting Securities, other than 

as a holder whose investment in the Company is eligible to be reported on Schedule 13G pursuant to Rule 13d-1

(b)(1) promulgated under the 1934 Act (hereinafter, the "Eligible Person"), or  

(B) initiates a tender or exchange offer to acquire such number of Voting Securities as would 

result in such Person holding twenty percent (20%) or more of the then outstanding Voting Securities, or  
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   (2) when any Person other than a Related Person,  



(C) solicits proxies for votes to elect members of the Board of Directors at a shareholders' 

meeting of the Company.  

(c) "Potential Change in Control Period" shall mean the period commencing on the date that a 

Potential Change in Control has occurred and ending upon:  

(1) the date any Person who made an announcement referred to in Subparagraph (b)(1) of this 

Section 2.7 publicly announces he no longer intends to take or is no longer considering the taking of such 

actions;  

(2) the date the Person referred to in Subparagraph (b)(1)(A) of this Section 2.7 qualifies as an 

Eligible Person;  

(3) the date when any Person described in Subparagraph (b)(2) of this Section 2.7, (A) shall 

own less than five percent (5%) of the then outstanding Voting Securities, (B) shall have abandoned the tender 

or exchange offer, or (C) following a shareholders' meeting, shall not have elected a member of the Board, as 

the case may be; or  

2.8 The Board or the Chief Executive Officer of the Company shall notify the Trustee in writing of 

each occurrence of a Potential Change in Control and Change in Control. All such notices shall be provided 

promptly and in any event not later than five (5) days following the occurrence of such event. Notwithstanding 

the foregoing, the Trustee shall be responsible for ascertaining whether a Potential Change in Control and a 

Change in Control has occurred and the duration of the Potential Change in Control Period. The Trustee may 

rely on such methods as are available to obtain notice, including reference to periodicals of general circulation 

such as The Wall Street Journal and The New York Times to determine whether a Potential Change in Control 

or Change in Control has occurred and the duration of the Potential Change in Control Period and the Company 

will provide to the Trustee, in a timely manner, any Proxy Statements, Solicitation/Recommendation Statement 

on 14D-9 Schedules, and information statements pursuant to Rule 14(f) of the 1934 Act, to the extent that the 

Company has filed such documents  
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   (4) the date a Change in Control occurs.  



pursuant to the federal securities laws and copies of any initial filings and amendments thereto that the 

Company receives pursuant to Sections 13(d) and 14(d) of the 1934 Act.  

2.9 The Trustee shall be required to determine when the Potential Change in Control Period has 

ended. Such determination may be made in the same manner as provided in Section 2.8 of this Agreement. The 

determination as to the end of a Potential Change in Control Period shall result in the obligations of the parties 

hereto reverting to their pre-Potential Change in Control requirements. Nothing contained in this Section 2.9 

shall relieve any person of any of its obligations under this Agreement upon a Change in Control.  

   

16  



ARTICLE III  
Trust Assets Subject to Creditors  

   

3.1 Notwithstanding any provision in this Agreement to the contrary, if at any time while the Trust is 

still in existence the Company becomes insolvent (as defined herein), the Trustee shall suspend the payment of 

all benefits from the Trust Fund and shall thereafter hold the Trust Fund in suspense until it receives a court 

order directing the disposition of the Fund; provided, however, the Trustee may deduct its fees and expenses 

and other expenses of the Trust, including taxes and the fees and expenses of any person retained by the Trustee 

in connection with its administration of the Trust Fund, pending the receipt of such court order. The Company 

shall be considered to be insolvent if (a) it is unable to pay its debts as they fall due or (b) bankruptcy or 

insolvency proceedings are initiated against it by its creditors or by the Company or any third party under the 

Bankruptcy Act of the United States or the bankruptcy laws of any State alleging that the Company is insolvent 

or bankrupt. By its approval and execution of this Agreement, the Company represents and agrees that its Board 

of Directors and Chief Executive Officer, as from time to time acting, shall have the fiduciary duty and 

responsibility on behalf of the Company's creditors to give to the Trustee prompt written notice of any event of 

the Company's insolvency and the Trustee shall be entitled to rely thereon to the exclusion of all directions or 

claims to pay benefits thereafter made. If, after an event of insolvency, the Company later becomes solvent 

without the entry of a court order concerning the disposition of the Trust Fund, the Company shall by written 

notice so inform the Trustee and the Trustee shall thereupon resume all its duties and responsibilities under this 

Agreement without regard for this Section 3.1 until and unless the Company again becomes insolvent as such 

term is defined herein.  

3.2 The Company represents and agrees that the Trust established under this Agreement does not fund 

and is not intended to fund the Plans or any other employee benefit plan or program of the Company. Such 

Trust is intended to be a depository arrangement with the Trustee for the setting aside of cash and other assets of 

the Company for the meeting of part or all  
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of its future retirement, death, disability or other obligations to the Participants and their Beneficiaries under the 

Plans. The purpose of this Trust is to provide a source of funds from which Plan Participants and their 

Beneficiaries may receive certain retirement, death, disability and deferred benefits under the Plans payable 

from the respective Accounts hereunder. Further, by following the procedures set forth herein, Plan Participants 

and Beneficiaries may have access to some or all of their benefits under the Plans as such benefits become due 

without having the payment of such benefits subject to the administrative control of the Company unless the 

Company becomes insolvent as defined in Section 3.1. Nothing in this Agreement shall in any way diminish the 

rights of any Participant or Beneficiary to pursue rights of a general creditor with respect to amounts payable 

pursuant to the Plans. The Company represents that the Plans are not qualified nor are they intended to qualify 

under Section 401 of the Internal Revenue Code of 1986 and therefore are not subject to any of the Internal 

Revenue Code requirements applicable solely to tax-qualified plans.  
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ARTICLE IV  
Trust Fund Administration  

   

4.1 Except for the records dealing solely with the Trust Fund and its investment, which shall be 

maintained by the Trustee, the Trustee shall be furnished by the Company with and shall maintain such 

Participant records necessary to perform its obligations under this Agreement; provided, however, that in the 

absence of such records, the Trustee shall be entitled under this Agreement to rely on the most recent 

information and data that is available or as may be provided by the Participant or Beneficiary. At the request of 

the Company, or, during a Potential Change in Control Period and upon a Change in Control, the Trustee shall 

also prepare and distribute Participants' statements and shall be responsible for providing information with 

respect to payments to Participants and their Beneficiaries and shall perform such other duties and 

responsibilities as set forth in this Agreement or as otherwise determined by the Trustee as necessary or 

advisable consistent with the purposes of this Trust.  

4.2 Upon contribution by the Company to the Trust (other than for the initial contribution as provided 

in Section 2.1), or as soon thereafter as practicable but in any event not later than 30 days after a Potential 

Change in Control and a Change in Control, the Company shall furnish to the Trustee all information necessary 

for the Trustee to determine the Company's (and each of its affiliates') separate liabilities and obligations under 

the Plans with respect to each Participant in each Plan, including any benefits payable after the Participant's 

death and the recipient of same. During a Potential Change in Control Period and a Change in Control, the 

Company shall regularly, at least quarterly, furnish revised updated information to the Trustee. Based on the 

foregoing information, at the request of the Company or during a Potential Change in Control  
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Period and upon a Change in Control, the Trustee shall prepare an annual estimated benefits statement in 

respect of each Participant and shall furnish a copy of same to the Participant or his Beneficiary and to the 

Company. In the event the Company refuses or neglects to provide updated Participant information, as 

contemplated herein, the Trustee shall be entitled to rely upon the most recent information furnished to it by the 

Company or a Participant (or Beneficiary) and may make appropriate adjustments for events occurring 

subsequent to the date with respect to which the most recent information pertains.  

4.3 Upon the written direction of the Company's Executive Human Resources Department to the 

Trustee that a Participant's benefits under a Plan have become payable or, if the Company's Executive Human 

Resources Department fails to provide such notification within twenty (20) days of the event entitling the 

Participant to a distribution, upon the written direction to the Trustee and the Company by the Participant or 

Beneficiary of a deceased Participant, the Trustee, upon review of the Plans and such other information as it 

shall deem relevant and determination by the Trustee that such amount is properly payable under the Plans, 

shall prepare a certification to the Company and Participant that a Participant's benefits under a Plan have 

become payable. Such certification shall include the amount of such benefits, the manner of payment and the 

name, address and social security number of the recipient and, to the extent necessary, shall be updated 

quarterly or upon receipt by the Trustee of a notice of a benefit change under a Plan from the Company. Upon 

the Trustee's determination of the amount payable from the Trust Fund (in accordance with the method 

described in Section 1.4 of this Agreement) and the appropriate federal, state and local tax amount to be 

withheld from such amount, the Trustee shall commence distributions from the Trust Fund in accordance with 

the terms of the applicable Plan to the person or persons so indicated and to the Company with respect to taxes  
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required to be withheld and the Trustee shall charge the Accounts established hereunder for the Participant's 

benefits and tax payments; provided, however, that in the event the Company notifies the Trustee that a 

Participant is entitled under one or more of the Plans to receive a distribution in the form of shares of stock of 

the Company, or the Trustee makes such determination, the Trustee shall distribute stock of the Company from 

the assets of the Trust Fund or may purchase, on the open market or from the Company, as determined by the 

Trustee, at fair market value, the requisite number of shares with the cash distribution to the Participant 

attributable to the Plan requiring distribution in shares of Company stock. The Trustee shall deliver the shares to 

the Participant as soon as practicable following the purchase and registration of such shares in the name of the 

Participant. The Company shall have full responsibility for the payment of all withholding taxes to the 

appropriate taxing authority and shall furnish each Participant or Beneficiary and the Trustee with the 

appropriate tax information form evidencing such payment and the amount thereof. The Trustee shall also 

furnish a copy of the tax withholding certification to the Participant or to the Beneficiary of a deceased 

Participant.  

4.4 All benefits payable from the Trust Fund to a Participant or his Beneficiary under any Plan shall 

be paid solely from the Account within this Trust Fund in which such Plan has been assigned by the Company 

as described in Schedule A to this Agreement. Upon the satisfaction of all vested liabilities under a specific 

Account in respect of Participants and Beneficiaries for whom Plan benefits are payable from such Account, the 

Company's Corporate Vice President - Investment Management shall prepare a certification to the Trustee 

showing the balance, if any, remaining in the particular Account attributable to the Plans covered by or under 

such Account. Such balance shall thereupon be reallocated ratably by the Company's Corporate Vice President - 

Investment Management to the remaining Account under this Agreement in the ratio that  
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unfunded vested liabilities in respect of each such Participant and Beneficiary payable from such other Account 

bear to the total unfunded vested liabilities to all such Participants and Beneficiaries payable from such other 

Account. Upon the satisfaction of all vested and nonvested liabilities of the Company (and its affiliates) under 

the Accounts for Participants and Beneficiaries, the Company's Corporate Vice President - Investment 

Management shall prepare a certification to the Trustee, verified by the Trustee, and the Trustee shall thereupon 

hold or distribute the Trust Funds in accordance with the written instructions of the Company's Vice President - 

Investment Management. The Company shall not be entitled to a return of assets contributed to the Trust Fund 

prior to the Company's insolvency, as defined in Section 3.1, except in the following limited circumstances: (a) 

upon termination of this Agreement pursuant to Article X; (b) upon the existence of Excess Funds, to the 

limited extent described in Section 2.4, and then only to the extent of such Excess Funds; (c) upon the 

satisfaction of all vested liabilities of the Company (and its affiliates') under the Plans in respect of Participants 

and Beneficiaries eligible for payment from the Accounts hereunder; or (d) upon conclusion of the Potential 

Change in Control Period (provided that a Change in Control has not occurred), but only to the extent of 

amounts contributed on or after the occurrence of the Potential Change in Control and any earnings thereon. 

The Trustee shall have no responsibility for determining whether any Participant or Beneficiary has died and 

shall be entitled to reasonably rely upon information furnished by the Company. All certifications and 

reallocations required to be performed by the Company under this Section 4.5 shall be performed by the Trustee 

during a Potential Change in Control Period and upon a Change in Control or at any time upon request of the 

Company. In the event the Trustee is to provide certifications or reallocations under this Section 4.5, all notices 

and information otherwise shall also be provided to the Company.  
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4.5 (a) The Company reserves the right to transfer to the Trust Fund paid-up life insurance, retirement 

income or annuity policies or contracts on or for the life or lives of any Participant or Participants eligible for 

benefits from an Account established hereunder, or to direct the Trustee to purchase any such policies or 

contracts on or for the life or lives of any such Participant or Participants out of the amounts credited under one 

or more of the Accounts. The Trustee shall hold such policies or contracts, and each Beneficiary designation 

under such policies or contracts shall indicate the name of the Trustee or its successors. Any such policy or 

contract shall be an asset of the Trust Fund subject to the claims of the Company's creditors in the event of 

insolvency, as specified in Section 3.1. The proceeds of any life insurance policy shall upon the death of the 

insured Participant be credited to the Accounts established under this Agreement ratably by the Trustee in the 

ratio that unfunded liabilities (as determined pursuant to Section 2.5) in respect to each such Participant and 

Beneficiary payable from an Account bear to the total unfunded liabilities to all such Participants and 

Beneficiaries payable from all such Accounts, or, upon direction by the Company's Corporate Vice President -

Investment Management, may be used by the Trustee to purchase additional life insurance as described herein, 

and shall be an additional source of benefits, if any, available for payment to Participants and Beneficiaries or 

estates as provided under the respective Plan or Plans. If, upon the death of the Participant, the balance 

remaining to the credit of such Participant in an Account is not required to be paid to the Participant's 

Beneficiary or estate under the terms of the Plan, such balance shall be reallocated to other Participants eligible 

for benefits from the Accounts in accordance with Section 4.5.  

(b) Premium notices with respect to policies owned by the Trustee shall be delivered by the insurance 

carrier to the Trustee, with a copy to the Company. Premiums on policies owned by the Trustee may be paid out 

of contributions to the Trust Fund by the Company, or, at the request of the Company, paid directly by the 

Company. All policies and/or annuity contacts held by the Trustee shall be endorsed, to the extent available, to 

provide for an "Automatic Premium Loan" against the cash values thereof in the event of any default in the 

payment of premiums  
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thereon. If any premium due on any insurance policy owned by the Trustee is not otherwise fully paid or waived 

by the premium due date, the Trustee may in its sole discretion pay that premium or any portion thereof ratably 

from funds available in the Trust Fund. If the Trustee determines that the amount in the Trust Fund is 

insufficient to pay the full premium or elects not to reduce the assets of the Trust Fund by the amount of 

premium required, the Trustee shall immediately notify the Company of the insufficiency or unpaid amount, 

and shall afford the Company the opportunity to pay such premium. If the Company fails to pay all of the 

insufficiency or unpaid amount within five days after the premium due date, the Trustee shall have no further 

obligation with respect to such policy.  

4.6 Nothing provided in this Agreement shall relieve the Company of its liabilities to pay the 

retirement, death, disability, deferred or other benefits provided under the Plans except to the extent such 

liabilities are met by application of Trust Fund assets. It is the intent of the Company to provide that the assets 

attributable to each Account established hereunder shall satisfy in whole or in part the Company's legal liability 

under the Plans in respect of the Participant for whom such Account has been established.  
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ARTICLE V  
Notices to Trustee  

   

5.1 The Company shall provide the Trustee with a certified copy of the Plans at the time of execution 

of this Agreement and shall deliver copies of all amendments thereto and of the resolutions of the Board 

approving all amendments thereto, promptly upon their adoption. After the execution of this Agreement, the 

Company shall promptly file with the Trustee a certified list of the names and specimen signatures of the 

officers of the Company and any delegate authorized to act for it and the names of all Participants and 

Beneficiaries. The Company shall promptly notify the Trustee of the addition or deletion of any person's name 

to or from such list, respectively. Until receipt by the Trustee of notice that any person is no longer authorized 

so to act, the Trustee may continue to rely on the authority of the person. All certifications, notices and 

directions by any such person or persons to the Trustee shall be in writing signed by such person or persons. 

The Trustee may rely on any such certification, notice or direction purporting to have been signed by or on 

behalf of such person or persons that the Trustee believes to have been signed thereby. The Trustee may rely on 

any certification, notice or direction of the Company that the Trustee believes to have been signed by a duly 

authorized officer, agent of the Company or Participant (or Beneficiary of a deceased Participant). The Trustee 

shall have no responsibility for acting or not acting in reliance upon any notification believed by the Trustee to 

have been so signed by a duly authorized officer or agent of the Company. The Company shall be responsible 

for keeping accurate books and records with respect to the employees of the Company, their compensation and 

their rights and interests in the Trust Fund under the Plans.  

5.2 The Company shall make its contributions to the Trust in accordance with the terms of this 

Agreement and the Trustee shall add such contributions to the Trust Fund, and subject to Section 6.6 hereof, the 

Trustee shall administer such additional assets in accordance with the terms of this Agreement, including 

crediting all investment earnings, income on assets and  
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adjustments for charges, expenses and cash flows on assets to the Account in which the contributions subject to 

such earnings and adjustments have been credited.  

5.3 Subject to the provisions of Sections 2.4 and 7.2, to the extent the Company's contribution for 

expenses of administering the Trust (as provided in Section 2.2) are inadequate to pay the Trustee's fees and 

expenses, the Company (and its affiliates) shall indemnify and hold harmless the Trustee from and against any 

and all claims, liabilities or expense, including without limitation, advances for or prompt reimbursement of 

reasonable fees and expenses of counsel and other agents retained by it, incurred by the Trustee with respect to 

holding, managing, investing, the taking or refraining from taking any actions hereunder or otherwise 

administering the Trust Fund, other than by its negligence or willful misconduct.  
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ARTICLE VI  
Trust Investments  

   

6.1 The Trustee shall not be liable in discharging its duties hereunder, including without limitation its 

duty to invest and reinvest the Fund, if it acts without negligence, in good faith and in accordance with the terms 

of this Agreement and any applicable Federal or state laws, rules or regulations.  

6.2 Subject to appointment of an Investment Manager pursuant to Section 6.6, or the Company and 

the Trustee having mutually agreed in a separate writing that the Trustee shall have and exercise investment 

discretion with respect to Trust Fund assets, the Company's Corporate Vice President - Investment Management 

shall have complete discretion with respect to the investment of such assets at all times other than during a 

Potential Change in Control Period and upon a Change in Control, and shall direct the Trustee accordingly. 

During a Potential Change in Control Period and upon a Change in Control, the Trustee shall have and exercise 

sole investment discretion with respect to all assets of the Trust, including the power to appoint or terminate an 

Investment Manager (who may be an affiliate of the Trustee), as more fully described in Section 6.6. Subject to 

the foregoing, the Trustee (or the Company's Corporate Vice President - Investment Management or Investment 

Manager, to the extent applicable) shall have the power in investing and reinvesting the Trust Fund in its sole 

discretion:  

(a) To invest and reinvest in any property, real, personal or mixed, wherever situated and whether or 

not productive of income or consisting of wasting assets, including without limitation, common and preferred 

stocks, bonds, notes, debentures (including convertible stocks and securities but not including any stock or 

security of the Trustee, an Investment Manager (as provided in Section 6.6 of this Agreement) or any affiliate 

thereof), leaseholds, mortgages, certificates of deposit or demand or time deposits (including any such deposits 

with the Trustee), shares of investment companies and mutual funds, interests in partnerships and trusts, 

insurance policies and annuity contracts (in accordance with Section 4.6 hereof), and oil, mineral or gas  

   

27  



properties, royalties, interests or rights, without being limited to the classes of property in which trustees are 

authorized to invest by any law or any rule of court of any state and without regard to the proportion any such 

property may bear to the entire amount of the Trust Fund;  

(b) To invest and reinvest all or any portion of the Trust Fund collectively through the medium of any 

common, collective or commingled trust fund that may be established and maintained by the Trustee, subject to 

the instrument or instruments establishing such trust fund or funds and with the terms of such instrument or 

instruments, as from time to time amended, being incorporated into this Agreement to the extent of the 

equitable share of the fund in any such common, collective or commingled trust fund;  

(c) To retain any property at any time received by the Trustee;  

(d) To sell or exchange any property held by it at public or private sale, for cash or on credit, to grant 

and exercise options for the purchase or exchange thereof, to exercise all conversion or subscription rights 

pertaining to any such property and to enter into any covenant or agreement to purchase any property in the 

future;  

(e) To participate in any plan of reorganization, consolidation, merger, combination, liquidation or 

other similar plan relating to property held by it and to consent to or oppose any such plan or any action 

thereunder or any contract, lease, mortgage, purchase, sale or other action by any person;  

(f) To deposit any property held by it with any protective, reorganization or similar committee, to 

delegate discretionary power thereto, and to pay part of the expenses and compensation thereof and any 

assessments levied with respect to any such property so deposited;  

(g) To extend the time of payment of any obligation held by it;  

(h) To hold uninvested any moneys received by it, without liability for interest thereon, until such 

moneys shall be invested, reinvested or disbursed;  

(i) To exercise all voting or other rights with respect to any property held by it and to grant proxies, 

discretionary or otherwise;  
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(j) To manage, administer, operate, insure, repair, improve, develop, preserve, mortgage, lease or 

otherwise deal with, for any period, any real property or any oil, mineral or gas properties, royalties, interests or 

rights held by it directly or through any corporation, either alone or by joining with others, using other Trust 

assets for any such purposes, to modify, extend, renew, waive or otherwise adjust any provision of any such 

mortgage or lease and to make provision for amortization of the investment in or depreciation of the value of 

such property;  

(k) To employ suitable agents and counsel, who may be counsel to the Company or the Trustee, and 

to pay their reasonable expenses and compensation from the Trust Fund to the extent not paid by the Company;  

(l) To cause any property held by it to be registered and held in the name of one or more nominees, 

with or without the addition of words indicating that such securities are held in a fiduciary capacity, and to hold 

securities in bearer form;  

(m) To settle compromise or submit to arbitration any claims, debts or damages due or owing to or 

from the Trust, respectively, to commence or defend suits or legal proceedings to protect any interest of the 

Trust, and to represent the Trust in all suits or legal proceedings in any court or before any other body or 

tribunal; provided, however, that the Trustee shall not be required to take any such action unless it shall have 

been indemnified by the Company to its reasonable satisfaction against liability or expenses it might incur 

therefrom;  

(n) To organize under the laws of any state a corporation or trust for the purpose of acquiring and 

holding title to any property which it is authorized to acquire hereunder and to exercise with respect thereto any 

or all of the powers set forth herein;  

(o) To appoint or discharge an Investment Manager (as provided in Section 6.6);  

(p) Upon reasonable notice, to acquire the assets in the Trust Fund, in whole or in part, by 

substituting assets of equal or greater value and investment quality to such assets reacquired, provided such 

substitute assets may properly be held by the Trustee under the terms of this Agreement. No substitution of 

assets shall be permitted unless, immediately following such  
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substitution, all Plans funded pursuant to Section 2.2 of this Agreement are funded at an amount equal to or 

greater than the funded amount immediately prior to such substitution of assets;  

(q) To use Trust Fund assets to purchase shares of Company stock; provided, that shares of Company 

Stock shall not become assets of the Trust Fund unless such shares would be treated as issued and outstanding 

under the laws of the Company's state of incorporation; and  

(r) To invest and reinvest all or any portion of the Trust Fund in futures and option contracts in 

accordance with applicable law; and  

(s) To purchase annuity contracts from a licensed insurance company as an investment for assets of 

the Trust Fund or for purposes of distributing annuity contracts to Participants and Beneficiaries as provided 

under the Plans; and  

(t) Generally, to do all acts, whether or not expressly authorized, that the Trustee (or the Company or 

Investment Manager, to the extent applicable) may deem necessary or desirable for the protection of the Trust 

Fund; and  

(u) To invest the assets of the Trust Fund in such other investments as may be permitted by 

applicable law, provided such investments are consistent with the intent and purpose of the Trust.  

6.3 No person dealing with the Trustee shall be under any obligation to see to the proper application 

of any money paid or property delivered to the Trustee or to inquire into the Trustee's authority as to any 

transaction.  

6.4 (a) The Trustee shall distribute cash or property from the Trust Fund in accordance with Article IV 

hereof.  

(b) The Trustee may make any distribution required hereunder by mailing its check for the 

specified amount, or delivering the specified property, to the person to whom such distribution or payment is to 

be made, at such address as may have been last furnished to the Trustee, or if no such address shall have been so 

furnished, if so directed by the Company, by crediting the account of such person or by transferring funds to 

such person's account by bank or wire transfer.  
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6.5 If at any time there is no person authorized to act under this Agreement in behalf of the Company, 

the Board or its delegate shall have the authority to act hereunder.  

6.6 (a) The Company's Corporate Vice President - Investment Management (other than during a 

Potential Change in Control Period and upon a Change in Control) or the Trustee (during a Potential Change in 

Control Period and upon a Change in Control) may from time to time in the exercise of their fiduciary 

responsibilities under this Agreement appoint one or more Investment Managers to manage all or any portion of 

the Trust Fund and, with respect to such portion, to direct the Trustee with respect to effecting investment 

transactions on behalf of the Trust Fund and exercising such other powers as may be granted to Investment 

Managers hereunder. Other than during a Potential Change in Control Period and upon a Change in Control, the 

Company's Corporate Vice President - Investment Management shall give prompt written notice to the Trustee 

of any such appointment, upon which the Trustee shall rely until it receives from the Company's Corporate Vice 

President - Investment Management written notice of the termination of such appointment. In each case where 

such an appointment is made, the Company's Corporate Vice President - Investment Management or the 

Trustee, as the case may be, shall determine the assets of the Trust Fund to be allocated to the Investment 

Manager from time to time and the Company's Corporate Vice President - Investment Management, if 

applicable, shall issue appropriate instructions to the Trustee with respect thereto.  

(b) For the purpose of this Agreement, the term "Investment Manager" shall mean a person (who 

shall not be a participant in any of the Plans) or entity described as follows: An investment manager who has 

been appointed by the Company (or by the Trustee during a Potential Change in Control Period and upon a 

Change in Control) pursuant to this Agreement to serve as such hereunder and who is and has acknowledged in 

writing that he is (A) a fiduciary with respect to the Plans; and (B) either (1) an investment advisor registered 

under the Investment Advisors Act of 1940, (2) a bank, as defined in the Investment Advisors Act of 1940, (3) a 

state or federally chartered savings bank, savings and loan association or other thrift  
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institution, or (4) an insurance company qualified under the laws of more than one state to manage, acquire or 

dispose of the assets of the Trust Fund.  

(c) The appointment of an Investment Manager by the Company's Corporate Vice President -

Investment Management shall become effective on the date specified in such authorization but not before 

delivery of such authorization to the Trustee.  

(d) Any Investment Manager who is appointed hereunder must furnish the Trustee with a written 

acknowledgment of the facts set forth in Section 6.6(b).  

(e) To the extent that the Trust Fund or any portion thereof is subject to the control of an Investment 

Manager, the Trustee (i) shall not have exclusive management and control over that portion of the Trust Fund; 

(ii) shall not invest or otherwise manage and control that portion of the Trust Fund which is under the 

management and control of such Investment Manager; (iii) shall take investment action only upon the written 

instruction of such Investment Manager; and (iv) shall be subject to the directions of such Investment Manager 

properly given pursuant to this Agreement. Purchase and sale orders may be placed by such Investment 

Manager directly with brokers and/or dealers without the intervention of the Trustee, and, in such event, the 

Trustee's sole obligation shall be to make payment for purchased assets and deliver those assets that have been 

sold when advised of the transaction. To the extent that an Investment Manager has been appointed by the 

Company's Corporate Vice President - Investment Management prior to the earlier of a Potential Change in 

Control Period and a Change in Control, the Trustee shall not have any duty concerning the investment of the 

portion of the Trust Fund managed by such Investment Manager or to review or make any recommendation of 

its own with respect to the making or retention of any such investment prior to the earlier of a Potential Change 

in Control Period and a Change in Control. Thereafter, the Trustee shall have the duty to question the soundness 

of such Investment Manager's instructions and shall review and make recommendations with respect to 

investments. The Trustee shall have no liability to any person for any action taken or omitted in accordance 

with any directions given by the aforementioned Investment Manager, or for the failure of such Investment 

Manager to give such directions prior  
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to the earlier of a Potential Change in Control Period and a Change in Control. Thereafter, the Trustee shall be 

liable for any such action or inaction.  

(f) All restrictions imposed by Article VI upon the Trustee concerning the Trustee's dealings in stock 

of the Company and the Company's right to direct investments and all duties of care and prudence also shall 

apply to any Investment Manager.  
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ARTICLE VII  
Trust Fees and Expenses  

   

7.1 The Company shall pay any Federal, state or local taxes on the Trust Fund, or any part thereof, 

and on the income therefrom.  

7.2 The Company shall pay to the Trustee its reasonable expenses for the management and 

administration of the Trust Fund, including, without limitation, advances for or prompt reimbursement of 

reasonable expenses of counsel and other agents employed by the Trustee, and reasonable compensation for its 

services as Trustee hereunder, the fee schedules of which shall be agreed upon in advance from time to time by 

the Company's Corporate Vice President - Investment Management and the Trustee in writing. Except as 

provided below, the Trustee shall not deduct such fees and expenses from the assets of the Trust Fund. During a 

Potential Change in Control Period or upon a Change in Control, upon failure of the Company to pay such 

compensation and expenses of the Trustee, the Trustee may satisfy such obligations out of the assets of the 

Trust Fund, but only to the extent of the assets specifically contributed for the payment of expenses pursuant to 

Section 2.2 or otherwise allocated for such purpose pursuant to Section 2.4. The Trustee shall not be entitled or 

permitted to reduce any Participant's benefits payable from an Account for the payment of Trustee expenses. 

The Company shall remain responsible for all fees and expenses incurred by the Trustee and not otherwise 

reimbursed from the Trust Fund.  
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ARTICLE VIII  
Records and Accounting  

   

8.1 The Trustee shall maintain records with respect to the Trust Fund that show all its receipts and 

disbursements hereunder. The records of the Trustee with respect to the Trust Fund shall be open to inspection 

by the Company, or its representatives, at all reasonable times during normal business hours of the Trustee and 

may be audited not more frequently than once each fiscal year by an independent certified public accountant 

engaged by the Company.  

8.2 Within a reasonable time after the close of each fiscal year of the Company (or, in the Company's 

discretion, at more frequent intervals), or of any termination of the duties of the Trustee hereunder, the Trustee 

shall prepare and deliver to the Company a statement of transactions reflecting its acts and transactions as 

Trustee during such fiscal year, portion thereof or during such period from the close of the last fiscal year or last 

statement period to the termination of the Trustee's duties, respectively, including a statement of the then 

current value of the Trust Fund. At the request of the Company's Corporate Vice President - Investment 

Management, the Trustee shall prepare and furnish to the Company a statement of the then current value of each 

Account and benefit entitlement of each Participant and Beneficiary of any Plan covered by such Account. Any 

such statement by the Trustee shall be deemed an account stated and accepted and approved by the Company, 

and the Trustee shall be relieved and discharged, as if such account had been settled and allowed by a judgment 

or decree of a court of competent jurisdiction, unless protested by written notice to the Trustee within sixty (60) 

days of receipt thereof by the Company.  

8.3 The Trustee shall have the right to apply at any time to a court of competent jurisdiction for 

judicial settlement of any account of the Trustee not previously settled as herein provided or for the 

determination of any question of construction or for instructions. In any such action or proceeding it shall be 

necessary to join as parties only the Trustee and the Company  
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(although the Trustee may also join such other parties as it may deem appropriate), and any judgment or decree 

entered therein shall be conclusive.  
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ARTICLE IX  

Resignation, Removal or Replacement of Trustee  

   

9.1 Provided that a Potential Change in Control or a Change in Control has not occurred, the Trustee 

may resign at any time by delivering written notice thereof to the Company; provided, however, that no such 

resignation shall take effect until the earlier of (i) sixty (60) days after the date of delivery of such notice to the 

Company or (ii) the appointment of a successor trustee.  

9.2 Provided that a Potential Change in Control or a Change in Control has not occurred, the Trustee 

may be removed at any time by the Company's Corporate Vice President - Investment Management, upon 

delivery to the Trustee of a certified copy of such resolution and sixty (60) days' written notice; provided , 

however , that advance written notice will not be required if (a) such notice period is waived in whole or in part 

by the Trustee, (b) there has been a breach of fiduciary duty by the Trustee, or (c) there has been a material 

breach by the Trustee of the terms of this Agreement.  

9.3 Provided that a Potential Change in Control or a Change in Control has not occurred, upon the 

resignation or removal of the Trustee, a successor trustee shall be appointed by the Company's Corporate Vice 

President - Investment Management. Such successor trustee shall be a bank or trust company (i) established 

under the laws of the United States or a State within the United States, (ii) authorized to exercise trust powers, 

(iii) is among the 100 largest banks in the United States, as measured by deposits or assets, (iv) which is not an 

affiliate of the Company, and (v) which satisfies all minimum capital and surplus requirements imposed by any 

federal or state law or regulatory agency. Such appointment shall take effect upon the delivery to the Trustee of 

(a) a written appointment of such successor trustee, duly executed by the Company, and (b) a written 

acceptance by such successor trustee, duly executed thereby. Any successor trustee shall have all rights, powers 

and duties granted the Trustee hereunder.  
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                 9.4 If, within sixty (60) days after the delivery of the Trustee's written notice of resignation pursuant 

to Section 9.1 hereof, a successor trustee shall not have been appointed, the Trustee may apply to any court of 

competent jurisdiction for the appointment of a successor trustee. The date of appointment of a successor trustee 

shall take effect as provided in Section 9.3.  

9.5 During a Potential Change in Control Period and upon a Change in Control, the Company's 

Corporate Vice President - Investment Management shall have no power to remove the Trustee, but following 

such occurrence the Trustee may be removed and a successor trustee appointed pursuant to the procedures 

hereinafter set forth in this Section 9.5 or may resign by delivering written notice thereof to the Company; 

provided, however, that no such removal shall take effect until the effective date of appointment of a successor 

trustee in accordance with Section 9.3 and no such resignation shall take effect until the later of (i) sixty (60) 

days after the date of delivery of written notice to the Company or (ii) the effective date of appointment of a 

successor trustee. The appointment of a successor trustee following the Trustee's resignation or the removal of 

the Trustee and appointment of a successor trustee, as described above, shall be accomplished by the written 

agreement of at least sixty-five percent (65%) of the Participants and Beneficiaries (existing at the 

commencement of a Potential Change in Control Period or on the date of a Change in Control, whichever is 

applicable) entitled to benefits payable (at that time or in the future) from the Trust Fund and written notice to 

the Trustee. For purposes of the preceding sentence, a Beneficiary shall be considered in calculating the sixty-

five percent (65%) requirement only after the death of the corresponding Participant. An independent bank 

selected by the Trustee shall tabulate all votes under this Section 9.5 and, upon completion of such tabulation 

and forwarding of certified results satisfactory to the Trustee that the written agreement of at least sixty-five 

percent (65%) of all Participants and Beneficiaries has been obtained, the Trustee shall be removed.  

9.6 In the event that a successor trustee shall not be appointed pursuant to Section 9.5 hereof within 

ninety (90) days following the date of delivery of written notice of removal to the  
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Trustee or the date of delivery of written notice of resignation to the Company, the Trustee, in its discretion, 

either shall appoint a successor trustee or shall apply to a court of competent jurisdiction requesting that such 

appointment be made. Any successor trustee appointed pursuant to Section 9.5 or this Section 9.6 shall satisfy 

the successor trustee requirements set forth in Section 9.3 hereof, and such appointment shall take effect upon 

the delivery to the Trustee and the Company of a written acceptance by such successor trustee, duly executed 

thereby. Any such successor trustee shall have all the rights, powers and duties granted the Trustee hereunder.  

9.7 Upon the removal or resignation of the Trustee and the appointment of a successor trustee, and 

after the acceptance and approval of the Trustee's account, the Trustee shall transfer and deliver the Trust Fund 

to such successor together with all records pertaining to the Trust Fund and benefits payable from the Trust 

Fund. Under no circumstances shall the Trustee transfer or deliver the Trust Fund to any successor which does 

not satisfy the successor trustee requirements set forth in Section 9.3 hereof.  
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ARTICLE X  
Termination of Trust  

   

10.1 The Trust established pursuant to this Agreement may not be terminated by the Company prior to 

the first to occur of (a) satisfaction of all vested and nonvested liabilities with respect to all Participants in the 

Plans and their Beneficiaries or (b) the twenty-first anniversary of the death of the last survivor of the 

Participants or Beneficiaries who are in being on the date of this Agreement. A written certification from the 

Trustee that all liabilities have been satisfied with respect to all Participants in the Plans and their Beneficiaries 

shall be required prior to termination of the Trust. The Board of Directors may terminate the Trust upon receipt 

of the Trustee's certification and delivery by the Board of Directors to the Trustee of (a) a certified copy of a 

resolution of the Board of Directors terminating the Trust, and (b) a written instrument of termination duly 

executed and acknowledged in the same form as this Agreement.  

10.2 Upon the termination of the Trust in accordance with Section 10.1, the Trustee shall, after the 

acceptance and approval of its account, distribute the Trust Fund to the Company. Upon completing such 

distribution, the Trustee shall be relieved and discharged. The powers and duties of the Trustee shall continue as 

long as any part of the Trust Fund remains in its possession.  
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ARTICLE XI  
Amendment of Trust  

   

11.1 Other than during a Potential Change in Control Period and upon a Change in Control, this 

Agreement may be amended, in whole or in part, at any time and from time to time, by the Company's 

Corporate Vice President - Investment Management, with the consent of the Trustee, which consent shall not be 

withheld unreasonably, pursuant to a written instrument executed by the Company's Corporate Vice President -

Investment Management and the Trustee. Notwithstanding the foregoing, prior to a termination of the Trust as 

and to the extent currently provided for under Article X hereof and subject to the current provisions of Article 

III hereof, no amendment of this Agreement may be made (either prior to or following a Change in Control) 

which would have the effect of (i) eliminating or reducing the Company's obligation to make contributions to 

the Trust Fund in the event of a Potential Change in Control and a Change in Control as set forth under Article 

II hereof, (ii) except to the extent currently permitted under this Agreement, permitting the use of the assets of 

the Trust Fund for any purpose other than providing benefits to Participants and Beneficiaries and defraying the 

reasonable expenses of the Trust as currently contemplated hereunder, or (iii) changing the current definitions 

of Potential Change in Control, Potential Change in Control Period and Change in Control or altering the 

current provisions of this Article XI, in each case in a manner which is adverse to the interests of the 

Participants and Beneficiaries; unless , in each such instance, any such amendment is approved in writing by at 

least sixty-five percent (65%) of the Participants and Beneficiaries entitled to benefits payable (at that time or in 

the future) from the Trust Fund. During a Potential Change in Control Period and upon a Change in Control, 

this Agreement may be amended only by the Trustee with the written agreement of at least sixty-five percent 

(65%) of the Participants and Beneficiaries (existing at the commencement of a Potential Change in Control 

Period or on the date of a Change in Control, whichever is applicable) entitled to benefits payable (at that time 

or in the future) from the Trust Fund. For purposes of the preceding sentences, a Beneficiary  
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shall be considered in calculating the sixty-five percent (65%) requirement only after the death of the 

corresponding Participant. The Trustee shall tabulate all votes under this Section 11.1 and, upon completion of 

such tabulation and forwarding of certified results to the Company, the Agreement shall be amended.  
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ARTICLE XII  
Miscellaneous  

   

12.1 This Agreement shall be construed and interpreted under, and the Trust hereby created shall be 

governed by the laws of the State of New Jersey without regard to the conflicts of law principles insofar as such 

laws do not contravene any applicable Federal laws, rules or regulations.  

12.2 Neither the gender not the number (singular or plural) of any word shall be construed to exclude 

another gender or number when a different gender or number would be appropriate.  

12.3 No right or interest of any Participant under the Plans in the Trust Fund shall be transferable or 

assignable or shall be subject to alienation, anticipation or encumbrance, and no right or interest of any 

Participant or Beneficiary in the Plans or in the Trust Fund shall be subject to any garnishment, attachment or 

execution. The Trust Fund shall at all times remain subject to claims of creditors of the Company in the event 

the Company becomes insolvent as provided in Section 3.1.  

12.4 The Company agrees that by the establishment of this Trust it hereby foregoes any judicial 

review of certifications by the Trustee as to the benefit payable to any persons hereunder. If a dispute arises 

between the Trustee and the Company as to the amounts or timing of any such benefits or the persons entitled 

thereto under the Plans or this Agreement, the Company agrees that such dispute shall be resolved by binding 

arbitration proceedings initiated in accordance with the rules of the American Arbitration Association and that 

the results of such proceedings shall be conclusive and shall not be subject to judicial review. It is expressly 

understood that pending the resolution of any such dispute payment of benefits shall be made and continued by 

the Trustee in accordance with the certification of the Trustee and that the Trustee shall have no liability with 

respect to such payments, provided that such payments under the Plans were reasonable based on all of the facts 

and circumstances. The Company also agrees to pay the entire cost of any arbitration or legal proceeding 

initiated under the Trust Fund including the  
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legal fees of the Trustee and the Plan Participant or the Beneficiary of any deceased Plan Participant regardless 

of the outcome of any such proceeding.  

12.5 This Agreement shall be binding upon and inure to the benefit of any successor to the Company 

or its business as the result of merger, consolidation, reorganization, transfer of assets or otherwise and any 

subsequent successor thereto shall promptly notify the Trustee in writing of its successorship and furnish the 

Trustee with the information specified in Section 5.1 of this Agreement. In no event shall any such transaction 

described herein suspend or delay the rights of Plan Participants or the Beneficiaries of deceased participants to 

receive benefits hereunder.  

12.6 This Agreement may be executed in any number of counterparts, each of which shall be deemed 

to be an original, but all of which shall together constitute only one Agreement.  

12.7 Communications to the Trustee shall be sent to Wachovia Bank of North Carolina, N.A., 

Employee Benefit Trust Services, 301 North Main Street, Winston-Salem, NC 27150-3099 - Attention: Senior 

Vice President-Manager of Legal Administration or to such other address as the Trustee may specify in writing. 

No communication shall be binding upon the Trustee until it is received by the Trustee. Communications to the 

Company shall be sent to the offices of the Company's Corporate Vice President - Investment Management or 

to such other address or person as the Company may specify in writing.  

12.8 In the event any Participant or his Beneficiary is determined to be subject to Federal income tax 

on any amount to the credit of his Account under this Agreement prior to the time of payment hereunder, the 

entire amount determined to be so taxable shall be distributed by the Trustee to such Participant or Beneficiary. 

An amount to the credit of a Participant's Account shall be determined to be subject to Federal income tax upon 

the earlier of: (a) a final determination by the United States Internal Revenue Service addressed to the 

Participant or his Beneficiary which is not appealed to the courts; or (b) a final determination by the United 

States Tax Court or any other Federal Court affirming any such determination by the Internal Revenue Service. 

The Company may undertake at its sole expense to defend any tax claims described in  

   

44  



this Section which are asserted by the Internal Revenue Service against any Participant or Beneficiary, 

including attorneys' fees and costs of appeal, and, if the Company undertake to defend, the Company shall have 

the sole authority to determine whether or not to appeal any determination made by the Internal Revenue 

Service or by a lower court. The Company shall reimburse any Participant or Beneficiary for any interest or 

penalties in respect of tax claims hereunder upon receipt of documentation of same. Any distributions from the 

Trust Fund to a Participant or Beneficiary under this Section 12.8 shall be applied to reduce Company liabilities 

to such Participant and/or Beneficiary under the Plans.  

   

IN WITNESS WHEREOF, the parties hereto have caused this amended and restated Trust Agreement 

to be duly executed and their respective corporate seals to be hereto affixed this 13th day of January , 1994.  
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Attest:  WACHOVIA BANK OF NORTH CAROLINA,  
N.A., As Trustee  

_______________  By  /s/ Joe O Long  
     Its Senior Vice President  

Attest:  AMERICAN TELEPHONE AND TELEGRAPH  
   COMPANY  

/s/ RE. Scannell  By  /s/ DP Feldman  
     Its Corporate Vice  
     President - Investment  
     Management  



STATE OF NORTH CAROLINA                 )                                

   

Personally appeared Joe O. Long, Senior Vice President of Wachovia Bank of North Carolina, N.A., 

signer and sealer of the foregoing instrument, and acknowledged the same to be his free act and deed as such 

Senior Vice President and the free act and deed of said Company, before me.  
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   ) ss.:  
COUNTY OF STOKES    )  

   /s/ Bonnie D. Hartsoe 
   Notary Public  



   
   
   

Personally appeared David P. Feldman, Corporate Vice President - Investment Management of 

American Telephone and Telegraph Company, signer and sealer of the foregoing instrument, and acknowledged 

the same to be his free act and deed as such Corporate Vice President - Investment Management and the free act 

and deed of said Company, before me.  
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STATE OF NEW JERSEY  )  
   ) ss.:  
COUNTY OF UNION  )  

   /s/ Uday P. Shah  
   Notary Public  



Account A  

   

   

   

   
Account B  
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1.  American Telephone and Telegraph Company Non-Qualified Pension Plan  

2.  American Telephone and Telegraph Company Mid-Career Pension Plan  

3.  American Telephone and Telegraph Company Excess Benefit Plan  

4.  American Telephone and Telegraph Company Senior Management Long-Term Disability and Survivor 
Protection Plan  

1.  American Telephone and Telegraph Company Senior Management Incentive Award Deferral Plan  



  
Exhibit 10-ss(i) 

   
AMERICAN TELEPHONE AND TELEGRAPH COMPANY  

BENEFITS PROTECTION TRUST  
   
   

FIRST AMENDMENT  
   

WHEREAS, effective May 1, 1992, AT&T Corp. (formerly American Telephone and Telegraph 

Company) (the “Company”) entered into an agreement which was subsequently amended and restated effective 

January 13, 1994 (the “Agreement”) with Wachovia Bank, N.A. (formerly Wachovia Bank of North Carolina, 

N.A.), as Trustee (“Trustee”), to provide certain assurances to senior managers of AT&T Corp. in connection 

with its nonqualified benefit plans and programs; and  

WHEREAS, Lucent Technologies Inc. has entered into an Employee Benefits Agreement with the 

Company wherein Lucent Technologies Inc. has agreed to contribute cash to a generally comparable successor 

trust (“Lucent Trust”) established by Lucent Technologies Inc. in order to ensure that neither this amendment 

nor the allocation of trust assets will adversely affect senior managers whose nonqualified benefit plan liabilities 

were transferred to Lucent Technologies Inc.; and  

WHEREAS, the Company has completed a tax-free reorganization under Sections 355 and 368(a)(1)

(D) of the Internal Revenue Code of 1986, as amended, whereby the Company’s ownership interest in its 

subsidiary, Lucent Technologies Inc., was transferred to shareholders of the Company; and  



WHEREAS, the Company and the Trustee desire to transfer certain trust assets to the Lucent Trust; 

and  

WHEREAS, the Company and the Trustee have agreed to amend the Trust to expressly provide for 

this result, and to provide for certain administrative changes to the Agreement.  

NOW, THEREFORE, the Company and the Trustee (each for itself) agree as follows, effective as of 

the date of this First Amendment.  

   
2  

   1.  The name “American Telephone and Telegraph Company Benefits Protection Trust with Wachovia 

Bank of North Carolina, N.A., as Trustee” shall be amended each and every place it appears to read 

as follows: “AT&T Corp. Benefits Protection Trust.”  

   2.  Except as otherwise expressly provided in this First Amendment, the name “American Telephone 

and Telegraph Company” shall be replaced by the name “AT&T Corp.”, and the name “Wachovia 

Bank of North Carolina, N.A.” shall be replaced by the name “Wachovia Bank, N.A.”, where 

applicable, each and every place they respectively appear.  

   3.  Article IX of the Trust is amended by adding a new Section 9.8 to read as follows:  
   (a)  The Company shall determine, as of September 30, 1996, on a reasonable actuarial basis, 

the liabilities of the Company related to senior managers whose employment was assigned 
from the Company to Lucent Technologies Inc., under the plans and arrangements (other 
than the AT&T Senior Management Incentive Award Deferral Plan) covered under the 
Trust. Subject to subparagraph (b) of this Section 9.8, following completion of this actuarial 
determination and the reporting of such information to the Trustee, and upon written 
direction by the Chairman and Chief Executive Officer of the AT&T Investment 
Management Corporation (or his delegate), the Trustee shall transfer or assign to the Lucent 
Technologies Inc. Benefits Protection Trust, a successor trust (“Lucent Trust”), and the 
Trustee hereby agrees to so transfer or assign (1) one trust-owned life insurance policy, 
Group Policy No. G-23334 (regardless of the entity to which the insured individuals have 
been  



assigned), and (2) all cash in the Trust, as determined by the Company in a manner 
consistent with subparagraph (b) below, provided, however, that no assets shall be 
transferred to the Lucent Trust until the Trustee has satisfied itself that contributions 
required by Lucent Technologies Inc. to the Lucent Trust (as described in subparagraph 
(b) below) have been made prior to or concurrent with this transfer or assignment.  
   

   

   

In all other respects, the Trust Agreement shall remain in full force and effect.  

IN WITNESS WHEREOF, AT&T Corp. has caused this First Amendment to the Trust Agreement to 

be signed by the Chairman and Chief Executive Officer of AT&T Investment Management Corporation and 

AT&T Corp. Vice President, thereunto duly authorized, and its corporate seal to be affixed hereunto and the 

same to be attested by its Secretary or an Assistant Secretary; and the Trustee has caused this First Amendment 

to the Trust Agreement to be signed by one of its authorized officers, thereunto duly authorized, and its 

association seal to be affixed  

   
3  

   (b)  Notwithstanding the foregoing, the Trustee shall be permitted to transfer or assign assets 
from the Trust to the Lucent Trust only if the transfer and assignment are consistent with 
the purpose and intent of the Trust and provided that, prior to or concurrent with the 
transfer or assignment of assets from the Trust to the Lucent Trust, and including any 
additional cash contributions by Lucent Technologies Inc. to the Lucent Trust, the ratio of 
the value of the assets in the Lucent Trust (determined as of the date of the asset transfer or 
assignment) to the liabilities under the executive benefit plans covered under the Lucent 
Trust (other than liabilities under the Lucent Technologies Inc. Officers Incentive Award 
Deferral Plan) (determined as of September 30, 1996), as determined by the actuary for the 
Company, will immediately thereafter not be less than the ratio of assets (determined as of 
the date of the asset transfer or assignment) to liabilities under the Trust (other than 
liabilities associated with the AT&T Senior Management Incentive Award Deferral Plan)
(determined as of September 30, 1996) immediately before the allocation of such assets to 
the Lucent Trust. For purposes of this Section 9.8, liabilities shall be determined based 
upon the “Full Funding Amount”  as defined in Section 2.5 of the Trust.  

   (c)  Following the Trustee’s receipt of written notice from the Chairman and Chief Executive 
Officer of the AT&T Investment Management Corporation (or his delegate), the Trustee 
shall effect the transfers and assignments as so directed pursuant to the Company’s 
instructions and the terms of this Agreement.  



hereunto and the same to be attested by an Assistant Secretary or by one of its officers, thereunto duly 

authorized, all as of this 23rd day of December , 1997.  

   
AT&T CORP.  
   
BY: /s/ S. Lawrence Prendergast  

   
Attest:  

   
/s/ Robert A. Maynes  
Assistant Secretary  
   

WACHOVIA BANK, N.A., AS TRUSTEE  
   

BY: /s/ Beverly H. Wood  
   
Title: Senior Vice President  
   

Attest:  
   
_______________________  
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   S. Lawrence Prendergast  
   Chairman and Chief Executive Officer  
   AT&T Investment Management Corporation, and  
   Vice President of AT&T Corp.  



   
Acknowledgment  

   

COUNTY OF SOMERSET               )  
   
   

S. Lawrence Prendergast, to me known, who, being by me duly sworn, did depose and say that he resides at 

Van Buren Rd., Morristown, NJ. that he is Chairman and Chief Executive Office of the AT&T Investment 

Management Corporation and a Vice President of AT&T Corp., that he has been delegated authority to execute 

this First Amendment on behalf of AT&T Corp., the corporation described in and which executed the above 

instrument; that he knows the corporate seal of said corporation; that the seal affixed to the said instrument is 

such corporate seal; that it was so affixed by authority of the Board of Directors of said corporation, and that he 

signed his name thereto by like authority.  

   

   
5  

STATE OF NEW JERSEY     )  
   ) ss.:  

   On this 23rd day of December , in the year 1997, before me personally came  

   /s/ Louise M. Tomchack 
   Notary Public  



Acknowledgment  
   

   
   
   

On this 23rd day of December , in the year 1997, before me personally came Beverley H. 

Wood , to me known, who, being by me duly sworn, did depose and say that he resides at 509 Westpark Circle 

Winston-Salem, NC. , that he is Senior Vice President of Wachovia Bank, N.A., the trust company described in 

and which executed the above instrument; that he knows the association seal of said trust company; that the seal 

affixed to the said instrument is such association seal; that it was so affixed by authority of the Board of 

Directors of said trust company, and that he signed his name thereto by like authority.  
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STATE OF NORTH CAROLINA     )  
    ) ss.:  
COUNTY OF FORSYTH   )  

   /s/ Marilyn J. Schaefer 
   Notary Public  
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BELLSOUTH CORPORATION  
AMENDED AND RESTATED    

TRUST UNDER BOARD OF DIRECTORS BENEFIT PLAN(S)  
   

This Agreement made this 11th day of October , 2006, by and between BellSouth Corporation, a 
Georgia corporation (Company) and The Northern Trust Company, an Illinois corporation of Chicago, Illinois 
(Trustee);  
   

(a)            WHEREAS, Company has adopted the nonqualified deferred compensation Plan(s) as listed 
in Appendix A for certain members of its Board of Directors;  
   

(b)            WHEREAS, Company has incurred or expects to incur liability under the terms of such Plan
(s) with respect to the individuals participating in such Plan(s);  
   

(c)            WHEREAS, to make certain provisions for the payment of such liability, Company and a 
predecessor Trustee on April 25, 1990 executed a trust agreement for the benefit of certain directors of 
Company and Company’s affiliates who participate in the Plan(s) (the “Predecessor Trust”);  
   

(d)            WHEREAS, Company and such predecessor Trustee on November 9, 1993 amended and 
restated the Predecessor Trust insofar as it related to Company’s obligations (but not obligations of subsidiary 
or other affiliated entities) to pay benefits under the Plan(s) (hereinafter, called “Successor Trust”) and 
contributed assets to the Successor Trust, subject to the claims of Company’s creditors in the event of 
Company’s Insolvency, as herein defined, until full payment has been made in respect of such obligations of 
Company to Plan participants and their beneficiaries in such manner and at such times as specified in the Plan
(s);  
   

(e)            WHEREAS, Company and such predecessor Trustee amended and restated the Trust on 
April 28, 1995 and May 23, 1996;  

   
(f)             WHEREAS, subsequent amendments to the Trust have been made from time to time 

following such amendment and restatements (including an amendment made as of November 1, 2003, 
appointing The Northern Trust Company as successor trustee);  

   
(g)            WHEREAS, Company and Trustee now desire once again to amend and restate the 

Successor Trust in the form of this Amended and Restated Trust Agreement (hereinafter, called “Trust”);  
   

(h)            WHEREAS, it is the intention of the parties that this Trust shall constitute an unfunded 
arrangement and shall not affect the status of the Plan(s) as an unfunded plan maintained for the purpose of 
providing deferred compensation for members of Company’s Board of Directors who are not employees of 
Company or affiliated entities; and  
   



(i)             WHEREAS, it is the intention of Company to make contributions to the Trust to provide 
itself with a source of funds to assist it in the meeting of its liabilities under the Plan(s);  
   

NOW, THEREFORE, the parties do hereby establish the Trust and agree that the Trust shall be 
comprised, held and disposed of as follows:  
   

Section 1. Establishment of Trust .  
   

(a)            Company and Trustee hereby amend and restate in all respects the Successor Trust in the 
form of this Trust Agreement. The principal of the Trust shall be held, administered and disposed of by Trustee 
as provided in this Trust Agreement.  
   

   
(c)            The Trust is intended to be a grantor trust, of which Company is the grantor, within the 

meaning of subpart E, part I, subchapter J, chapter 1, subtitle A of the Internal Revenue Code of 1986, as 
amended, and shall be construed accordingly.  
   

(d)            The principal of the Trust, and any earnings thereon shall be held separate and apart from 
other funds of Company and shall be used exclusively for the uses and purposes of Plan participants and general 
creditors as herein set forth. Plan participants and their beneficiaries shall have no preferred claim on, or any 
beneficial ownership interest in, any assets of the Trust. Any rights created under the Plan(s) and this Trust 
Agreement shall be mere unsecured contractual rights of Plan participants and their beneficiaries against 
Company. Any assets held by the Trust will be subject to the claims of Company’s general creditors under 
federal and state law in the event of Insolvency, as defined in Section 3(a) herein.  
   

(e)(1)       Company, in its sole discretion, may at any time, or from time to time, make 
additional deposits of cash or other property acceptable to Trustee in trust with Trustee to augment the 
principal to be held, administered and disposed of by Trustee as provided in this Trust Agreement. 
Neither Trustee nor any Plan participant or beneficiary shall have any right to compel any such 
additional deposits under this subsection (1).  

   
(e)(2)       If, as of the last day of a fiscal year of the Trust, the funding level of the Trust shall 

be less than eighty percent (80%) of the Trust’s funding level as of the last day of any of the five (5) 
most recently preceding fiscal years of the Trust (taking into account contributions made under this 
Section 1(e)(2) for each such year), disregarding for purposes of this Section 1(e)(2) fiscal years ending 
prior to January 1, 1994, Company shall notify Trustee of such situation and Company shall make an 
irrevocable contribution to the Trust as soon as possible, but in no event longer than one hundred 
twenty (120) days following the last day of such fiscal year. Such contribution shall be in an amount 
sufficient to bring the Trust’s funding level equal to the Trust’s funding level  
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   (b)  The Trust hereby established shall be irrevocable.  



as of the last day of the fiscal year among the five (5) most recently preceding fiscal years on which the 
Trust’s funding level was highest. In no event shall such contribution be required if, as of the last day 
of such fiscal year, the fair market value of the Trust’s assets is one hundred percent (100%), or greater, 
of the aggregate Current Liability (as defined in subsection (5) of this Section 1(e)) of Company under 
the Plan(s). For purposes of this Section 1(e)(2), “funding level” shall mean the ratio (stated as a 
percentage) that the fair market value of the assets in the Trust bears to the aggregate Current Liability 
of Company under the Plan(s). The Trust’s funding level shall be determined as of the last day of each 
fiscal year, except that in determining the amount of the required contribution, the fair market value of 
the Trust’s assets shall be determined as of the valuation date most recently preceding the date on 
which such contribution is made.  

   
(e)(3)       If, as of the last day of a fiscal year of the Trust, the funding level of the Trust 

(taking into account any contribution required under subsection (2) of this Section 1(e)) shall be less 
than one hundred percent (100%), Company shall notify Trustee of such situation and shall make an 
irrevocable contribution to the Trust within one hundred eighty (180) days following the last day of 
such fiscal year. Such contribution shall be in the amount which, had the contribution been made as of 
the last day of such fiscal year of the Trust, would have been sufficient to bring the Trust’s funding 
level to 100% as of the last day of such fiscal year. For purposes of this Section 1(e)(3), “funding level” 
shall mean the ratio (stated as a percentage) that the fair market value of the assets in the Trust bears to 
the aggregate Current Liability of Company under the Plan(s); provided, that such Current Liability 
shall be determined using, instead of the interest rate described in Section 1(e)(5) hereof, the valuation 
interest rate assumption reported by the enrolled actuary for Company’s principal defined benefit 
pension plan (measured by the number of active management employees of Company and affiliated 
entities participating in all such plans at the end of the respective plan year which coincides with or 
ends within the fiscal year of the Trust), in its actuarial valuation report for such plan for such plan 
year, for purposes of funding such respective plan for such plan year. Notwithstanding the foregoing, 
(1) if the enrolled actuary for Company’s principal defined benefit pension plan changes the applicable 
valuation interest rate reported for a plan year, as described in the sentence above, in the enrolled 
actuary’s actuarial statement and opinion subsequently prepared as part of the annual report required by 
the Employee Retirement Income Security Act of 1974, as amended (“ERISA”) for such plan year, (i) 
Company shall so notify the Trustee, (ii) the changed valuation interest rate shall be substituted for the 
originally reported valuation interest rate in determining Company’s contribution required under this 
Section 1(e)(3) above, and (iii) Company shall make any additional required contribution resulting 
from such change within sixty (60) days after the change, and (2) if as of the end of a fiscal year of the 
Trust, Company and affiliated entities do not maintain a defined benefit pension plan covering 
management employees with assets having an aggregate market value of at least Fifty Million Dollars 
($50,000,000.00), Current Liability for purposes of this Section 1(e)(3) shall be determined using an 
interest rate  
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assumption equal to the average of the monthly averages of the 30-year constant maturity U.S. 
Treasury rate, expressed in percent per annum, during such fiscal year of the Trust, as published in the 
Federal Reserve Report, a successor report or, if there is no successor report, comparable data, plus one 
percent (1%) per annum.  

   
(e)(4)       For purposes of subsections (2) and (3) of this Section 1(e), the funding level of the 

Trust and all related determinations shall be made by Company; provided, however, that following the 
commencement of service by the Independent Fiduciary, such determinations shall be made by the 
Independent Fiduciary. The Trustee may rely on the accuracy of all such determinations.  

   
(e)(5)(A)               For purposes of this Trust, “Current Liability” shall mean the 

amount required to pay each Plan participant or beneficiary the benefits to which Plan 
participants or their beneficiaries would be entitled pursuant to the terms of the Plan(s), to the 
extent such benefits are obligations of Company (and not obligations of subsidiary or other 
affiliated entities). The Current Liability on any date with respect to a Plan shall be determined 
as if the Plan terminated as of such date using an interest rate (subject to Section 1(e)(3)) equal 
to the Pension Benefit Guaranty Corporation valuation interest rate for immediate annuities as 
in effect on such date, the 1983 Group Annuity Mortality Table published by the Society of 
Actuaries, and reasonable actuarial calculation principles consistently applied. Current 
Liability shall be determined, as of the last day of each fiscal year of the Trust and at such 
additional times as are necessary to implement the provisions of this Trust Agreement, by 
Company; provided, however, that following the commencement of service by the 
Independent Fiduciary, such determinations shall be made by the Independent Fiduciary. The 
Trustee may rely on the accuracy of all such determinations.  

   
(e)(5)(B)               In the event that the interest rate assumption described in 

subsection (5)(A) above is at any time no longer available or the mortality assumption 
described above is at any time no longer considered a reasonable and reliable mortality 
assumption, other interest rate (subject to Section 1(e)(3)) or mortality assumptions, as the case 
may be, deemed generally comparable to the above-specified assumptions, may be used 
instead. All determinations regarding substitute assumptions, including whether such 
substitution is reasonably necessary and the selection of the substitute assumption(s), shall be 
made by Company; provided, however, that following the commencement of service by the 
Independent Fiduciary, such determinations shall be made by the Independent Fiduciary.  

   
4  
   

   



(f)             Upon a Change of Control, Company shall promptly notify Trustee thereof and, as soon as 
possible, but in no event longer than one hundred twenty (120) days following the Change of Control, as 
defined herein, Company shall make an irrevocable contribution to the Trust in an amount that is sufficient to 
pay each Plan participant or beneficiary the benefits to which Plan participants or their beneficiaries would be 
entitled pursuant to the terms of the Plan(s), to the extent such benefits are obligations of Company (and not 
obligations of subsidiary or other affiliated entities), as of the date on which the Change of Control occurred. 
Such contribution shall be in an amount equal to the excess, if any, of the aggregate Current Liability as of the 
date on which the Change of Control occurred over the fair market value of the Trust’s assets as of the valuation 
date most recently preceding the date on which such contribution is made. Thereafter, Company shall make an 
additional contribution each fiscal year to the Trust, as soon as possible, but in no event longer than one 
hundred twenty (120) days following the last day of each such fiscal year, in an amount equal to the excess, if 
any, of the aggregate Current Liability under the Plan(s) as of the last day of the fiscal year over the fair market 
value of the Trust’s assets as determined on the valuation date most recently preceding the date on which such 
contribution is made. The amount of all such contributions shall be determined by the Independent Fiduciary. 
The Trustee may rely on the accuracy of all such determinations.  
   

(g)            If, as of a Distribution Date with respect to outstanding rights to purchase Series A First 
Preferred Stock, under the terms of and as defined in a Rights Agreement between Company and Chemical 
Bank, as Rights Agent, under an agreement originally dated November 27, 1989 (or successor thereto) (a 
“Distribution Date”), the aggregate Current Liability exceeds the fair market value of the Trust’s assets (such 
fair market value determined as of the valuation date most recently preceding such Distribution Date), Company 
shall be required to make an additional contribution to the Trust in an amount equal to such excess or, at 
Company’s option, to obtain a letter of credit, or a series of letters of credit, adequate to fund such amount as of 
such Distribution Date under the Plan(s) and maintain such letter(s) of credit until such time as the aggregate 
Current Liability no longer exceeds the fair market value of the Trust’s assets. The determination of whether the 
aggregate Current Liability exceeds the fair market value of the Trust’s assets upon a Distribution Date and, if 
so, the amount of such excess, shall be made by Company; provided, however, that following the 
commencement of service by the Independent Fiduciary, such determinations shall be made by the Independent 
Fiduciary. The Trustee may rely on the accuracy of all such determinations. Any such letter of credit, or series 
of letters of credit, shall be part of the general assets of Company and shall not be an asset of this Trust and, 
unless otherwise agreed to in writing by Trustee, Trustee shall have no responsibility whatsoever with respect to 
the adequacy of, or selection of the issuer or issuers of, any such letter or letters of credit.  
   

(h)            If, in any five (5) consecutive calendar year period, (i) there are five (5) or more final 
determinations by courts of competent jurisdiction that (A) Company or a subsidiary of Company which both is 
a member of Company’s “controlled group of corporations” as such term is defined in Section 13(g)(4) and has 
adopted a Plan (a “Participating Company”) has failed to  
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pay (after reasonable notice and demand for payment) any benefit due under the terms and conditions of a Plan 
and that (B) there was no material issue of fact or law respecting such company’s obligation to make such 
benefit payment, or (ii) there are two (2) or more final determinations by courts of competent jurisdiction, in 
lawsuits instituted after reasonable notice and demand with respect thereto, in which the court determines that 
Company or a Participating Company had acted in bad faith and with a clear and deliberate disregard for such 
company’s obligations under the Plan(s), there shall be deemed to have occurred a Change of Control as defined 
in this Trust Agreement and Company shall give Trustee prompt written notice of such event. For purposes of 
this Trust Agreement, the term “final determination” means a determination with respect to which all rights of 
appeal or to request a review, a rehearing or redetermination have been exhausted or have lapsed.  
   

Section 2. Payments to Plan Participants and Their Beneficiaries .  
   

(a)            Company, or the Trust Contractor engaged for such purpose, shall deliver to Trustee a 
schedule (the “Payment Schedule”) that indicates the amounts payable in accordance with the terms and 
conditions of the Plan(s) in respect of each Plan participant (and his or her beneficiaries), that provides a 
formula or other instructions acceptable to Trustee for determining the amounts so payable, the form in which 
such amount is to be paid (as provided for or available under the Plan(s)), and the time of commencement for 
payment of such amounts. Except as otherwise provided herein, Trustee shall make payments to the Plan 
participants and their beneficiaries in accordance with such Payment Schedule. The Trustee shall make 
provision for the reporting and withholding of any federal, state or local taxes that may be required to be 
withheld with respect to the payment of benefits pursuant to the terms of the Plan(s) and shall pay amounts 
withheld to the appropriate taxing authorities or determine that such amounts have been reported, withheld and 
paid by Company. Payments may be made in cash or, where called for under the terms of the Plan(s), in 
Company Stock (as such term is defined in Section 5(g) hereof). Notwithstanding the foregoing, if a benefit 
which is distributable in the form of Company Stock under the terms of a Plan becomes payable at a time when 
there is no (or insufficient) Company Stock in the Trust with which to satisfy such benefit obligation and if the 
Company fails or refuses to pay such benefit within a reasonable time after notice from Trustee that it has 
become so payable, Trustee shall use other assets of the Trust to acquire Company Stock, on the open market or 
otherwise in its discretion, sufficient to satisfy such benefit obligation.  
   

(b)            The entitlement of a Plan participant or his or her beneficiaries to benefits payable by 
Company under the Plan(s) shall be determined in accordance with the terms of the Plan(s) by Company or such 
party as it shall designate under the Plan(s), or by a Trust Contractor engaged for such purpose, and any claim 
for such benefits shall be considered and reviewed and paid or not paid under the procedures set out in the Plan
(s). Notwithstanding any Plan provision to the contrary, upon and following the appointment of the Independent 
Fiduciary, all such determinations shall be made by the Independent Fiduciary, whose determinations shall be 
final,  
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conclusive and binding on all persons. Neither Trustee, the Independent Fiduciary nor any Trust Contractor 
shall have any obligation for determining whether any Plan participant or beneficiary has died and shall be 
entitled to rely upon any information in this regard furnished by Company.  
   

(c)            Company may make payment of benefits directly to Plan participants or their beneficiaries as 
they become due under the terms of the Plan(s). In such event, Company shall make provision for the reporting 
and withholding of any federal, state or local taxes that may be required to be withheld with respect to the 
payment of benefits pursuant to the terms of the Plan(s) and shall pay amounts withheld to the appropriate 
taxing authorities. Company shall notify Trustee of its decision to make payment of benefits directly prior to the 
time amounts are payable to participants or their beneficiaries. In addition, if the principal of the Trust, and any 
earnings thereon, are not sufficient to make payments of benefits payable by Company in accordance with the 
terms of the Plan(s), Company shall make the balance of each such payment as it falls due. Trustee shall notify 
Company where principal and earnings are not sufficient.  
   

(d)            Company (prior to a Change of Control) or the Independent Fiduciary (following a Change 
of Control) may engage one or more third-party administrators as contractors with respect to the Trust (each 
such contractor, a “Trust Contractor”), who shall not be a Plan participant or beneficiary (but who may be the 
Trustee), to perform functions described in this Section 2(d) and elsewhere in this Trust Agreement which 
would otherwise be performed by Company or the Independent Fiduciary; provided, however, that neither the 
Company (prior to a Change of Control) nor the Independent Fiduciary (following a Change of Control) may 
delegate to any Trust Contractor the determinations of claims for benefits under the Plans or appeals therefrom. 
Such Trust Contractor shall have such duties and responsibilities as conferred upon it by the instrument by 
which such Trust Contractor is appointed, which may include (by way of example) (i) responsibilities for a 
specific function with respect to more than one Plan or (ii) responsibility for several functions with respect to a 
single Plan.  
   

(1)            Upon engagement of a Trust Contractor, as soon as practicable but in no event 
longer than thirty (30) days thereafter, Company shall furnish to the Trust Contractor all information 
necessary with respect to the scope of such Trust Contractor’s engagement, which may include (but not 
be limited to) copies of the Plan documents, employment records of participants, and other information 
necessary to determine the benefits which are or may become payable by Company to or with respect 
to each participant in each Plan, including any benefits payable after the participant’s death, and the 
recipient of same and the procedures which Company has adopted to calculate such benefit payments. 
Company shall regularly, at least annually, and upon each benefit change under the Plan(s) furnish 
revised, updated information to such Trust Contractor. In the event Company refuses or neglects to 
provide updated participant information as contemplated herein, the Trust Contractor shall be entitled 
to rely on the most recent information furnished to it by Company.  
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(2)            In the event of a Change of Control, the Independent Fiduciary shall have the duty 

to engage, as soon as practicable thereafter, one or more Trust Contractors if there shall at that time be 
no Trust Contractors then serving. In addition, if as of a Distribution Date (as such term is defined in 
Section 1(g) hereof), there shall be no Trust Contractors then serving, Company shall have the duty to 
designate on a stand-by basis one or more Trust Contractors who shall commence to serve as Trust 
Contractors in the event such Distribution Date is followed by a Change of Control. After a Change of 
Control, Company shall not have any control or authority with respect to any Trust Contractor so 
engaged or then serving, or any successor Trust Contractor, including without limitation any rights 
with respect to the appointment, removal or replacement of any such Trust Contractor or its duties 
pursuant to this Trust Agreement.  

   
(3)            Unless Trustee agrees to perform the functions of the Trust Contractors described 

herein, Trustee shall have no responsibility hereunder for any obligation assigned to any Trust 
Contractor or (subject to subsection (4) below) for the performance of any Trust Contractor’s duties 
and responsibilities under this Trust Agreement.  

   
(4)            Company may replace or remove any Trust Contractor from time to time serving 

hereunder, in its sole discretion, prior to the occurrence of a Change of Control. Following a Change of 
Control, the Independent Fiduciary, in its sole discretion, may remove any Trust Contractor engaged by 
Company or any successor Trust Contractor and shall remove any such person and engage a successor 
to such person if the Independent Fiduciary deems any such person’s performance as a Trust 
Contractor unsatisfactory. At all times following a Change of Control, upon any such removal, or the 
voluntary resignation of any such Trust Contractor or the occurrence of any other event which shall 
result in the cessation of performance of any Trust Contractor’s duties hereunder, the Independent 
Fiduciary shall use its best efforts to engage a new Trust Contractor to perform the functions of such 
prior Trust Contractor; provided, however, that, following a Change of Control, the Independent 
Fiduciary shall perform the duties of any such Trust Contractor during any period for which Trustee or 
the Independent Fiduciary is unable to find a replacement Trust Contractor (so that there will be no 
default in payments under the Plan(s) as a result of the absence of such Trust Contractor), and any 
person engaged as a Trust Contractor shall in the judgment of the Independent Fiduciary be 
independent of Company. The person who removes or replaces a Trust Contractor shall be responsible 
for assuring that there is a timely and complete transfer of records from such Trust Contractor to such 
person’s successor.  

   
(5)            Except for the records dealing solely with the assets of the Trust and investment of 

those assets, which shall be maintained by the Trustee, Trustee or a Trust Contractor engaged for such 
purpose shall maintain all Plan participant records  
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contemplated by this Agreement, including the Payment Schedule. All such records and copies of the 
Plan(s) documents and employment records of the participants in the possession of such Trust 
Contractor shall be made available promptly upon request of Trustee or Company. Such Trust 
Contractor shall also prepare and distribute participant statements to participants and beneficiaries and 
shall perform such other duties and responsibilities contemplated under the terms of this Trust 
Agreement as Company or Trustee or the Independent Fiduciary if appointed, as the case may be, 
determines is necessary or advisable to achieve the objectives of this Trust Agreement, other than the 
determinations of claims for benefits under the Plans or appeals therefrom.  

   
(6)            Company shall indemnify and hold harmless each Trust Contractor for any liability 

or expenses, including without limitation advances for or prompt reimbursement of reasonable fees and 
expenses of counsel and other agents retained by it, incurred by such Trust Contractor with respect to 
keeping the records for participants’ benefits, reporting thereon to participants and beneficiaries, 
certifying benefit information to Trustee, determining the status of benefits hereunder and otherwise 
carrying out its obligations under this Trust Agreement, other than those resulting from such Trust 
Contractor’s negligence or willful misconduct or its failure to reasonably calculate and certify the 
amount of benefits based on the applicable terms of the Plan documents and other information and 
procedures furnished by Company to such Trust Contractor in accordance with this Trust Agreement. 
Each Trust Contractor shall be entitled to reasonable compensation for services hereunder, the amount 
of which shall be agreed upon from time to time by Company or, following a Change of Control, the 
Independent Fiduciary, and such Trust Contractor in writing, and reimbursement for reasonable 
expenses incurred in connection with its performance of such services. Following a Change of Control, 
the Independent Fiduciary’s good faith determination of compensation to be paid to a Trust Contractor 
(including the Independent Fiduciary) when it acts in such capacity) shall be binding on the Company 
and each other person having an interest in the Trust. All such compensation and expenses shall be paid 
by Trustee from the assets of the Trust. If not so paid, such compensation and expenses shall be paid by 
Company.  

   
(7)            Except as may be otherwise agreed by a Trust Contractor and Company, or the 

Independent Fiduciary following a Change of Control, each Trust Contractor’s obligations shall be 
limited solely to those explicitly set forth herein and in the scope of such Trust Contractor’s 
engagement, and such Trust Contractor shall have no responsibility, authority or control, direct or 
indirect, over the maintenance or investment of the Trust and shall have no obligation in respect of 
Trustee or the Trustee’s compliance with the Trust Contractor’s certifications hereunder.  
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Section 3. Trustee Responsibility Regarding Payments to Trust Beneficiary When Company Is 

Insolvent .  
   

(a)            Trustee shall cease payment of benefits to Plan participants and their beneficiaries if the 
Company is Insolvent. Company shall be considered “Insolvent” for purposes of this Trust Agreement if (i) 
Company is unable to pay its debts as they become due, or (ii) Company is subject to a pending proceeding as a 
debtor under the United States Bankruptcy Code.  
   

(b)            At all times during the continuance of this Trust, as provided in Section 1(d) hereof, the 
principal and income of the Trust shall be subject to claims of general creditors of Company under federal and 
state law as set forth below.  
   

(1)            The Board of Directors and the Chief Executive Officer of Company shall have the 
duty to inform Trustee in writing of Company’s Insolvency. If a person claiming to be a creditor of 
Company alleges in writing to Trustee that Company has become Insolvent, Trustee shall determine 
whether Company is Insolvent and, pending such determination, Trustee shall discontinue payment of 
benefits to Plan participants or their beneficiaries.  

   
(2)            Unless Trustee has actual knowledge of Company’s Insolvency, or has received 

notice from Company or a person claiming to be a creditor alleging that Company is Insolvent, Trustee 
shall have no duty to inquire whether Company is Insolvent. Trustee may in all events rely on such 
evidence concerning Company’s solvency as may be furnished to Trustee and that provides Trustee 
with a reasonable basis for making a determination concerning Company’s solvency. Trustee may 
appoint an independent accounting, consulting or law firm to make any determination of solvency 
required by the Trustee under this Section 3. In such event Trustee may conclusively rely upon the 
determination by such firm and shall be responsible only for the prudent selection of such firm. Trustee 
shall require that such firm specifically acknowledge in its opinion or other determination that 
Company, participants, beneficiaries and creditors may rely on such opinion or other determination as 
third party beneficiaries.  

   
(3)            If at any time Trustee has determined that Company is Insolvent, Trustee shall 

discontinue payments to Plan participants or their beneficiaries and shall hold the assets of the Trust for 
the benefit of Company’s general creditors. Nothing in this Trust Agreement shall in any way diminish 
any rights of Plan participants or their beneficiaries to pursue their rights as general creditors of 
Company with respect to benefits due under the Plan(s) or otherwise.  
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(4)            Trustee shall resume the payment of benefits to Plan participants or their 
beneficiaries in accordance with Section 2 of this Trust Agreement only after Trustee has determined 
that Company is not Insolvent (or is no longer Insolvent).  

   
(c)            Provided that there are sufficient assets, if Trustee discontinues the payment of benefits from 

the Trust pursuant to Section 3(b) hereof and subsequently resumes such payments, the first payment following 
such discontinuance shall include the aggregate amount of all payments due from Company to Plan participants 
or their beneficiaries under the terms of the Plan(s) for the period of such discontinuance, less the aggregate 
amount of any payments made to Plan participants or their beneficiaries by Company in lieu of the payments 
provided for hereunder during any such period of discontinuance.  

   
Section 4. Payments to Company .  

   
(a)            Except as provided in Sections 3, 4(b), 4(c), 4(d), 5(b) and 12(c) hereof, after the Trust has 

become irrevocable, Company shall have no right or power to direct Trustee to return to Company or to divert 
to others any of the Trust assets before all payment of benefits have been made to Plan participants and their 
beneficiaries pursuant to the terms of the Plan(s) to the extent such benefits are obligations of Company.  
   

(b)            If, prior to a Change of Control, within sixty (60) days following the end of a fiscal year of 
the Trust, Company provides a written certification to Trustee, reasonably acceptable to the Trustee that, as of 
the last day of the fiscal year, the fair market value of the assets of the Trust exceeds one hundred twenty 
percent (120%) of the aggregate Current Liability, Trustee shall, at Company’s request, distribute to Company 
all or part of such excess. No distribution pursuant to this Section 4(b) may be made following a Change of 
Control.  
   

(c)            Prior to a Change of Control, Trustee shall, if so instructed by Company in writing within 
thirty (30) days after the actual filing of Company’s federal income tax return for a year, reimburse Company 
from the assets of the Trust for federal, state or local income taxes, or any part thereof, which Company certifies 
that it has paid, attributable to income of the Trust for such year, as determined by Company, within thirty (30) 
days after receipt of such request. No reimbursement for taxes pursuant to this Section 4(c) may be made 
following a Change of Control.  
   

(d)            Notwithstanding any other provision of this Trust Agreement, including without limitation 
Section 1(b) hereof, prior to a Change of Control Company shall have the right with respect to each contribution 
to the Trust (other than contribution(s) required pursuant to Section 1(e)(2), subsections (2) and (3) of Section 1
(e) hereof) to cause Trustee to return all or any portion of a contribution and any and all income on such 
contribution to Company. Such right shall be exercised by giving written notice to Trustee and shall be 
exercisable in a nonfiduciary capacity without the approval or consent of Trustee or any other person. Such 
right  
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shall expire with respect to each contribution to the Trust upon the earlier of (i) thirty days following the date on 
which the contribution is made, (ii) the last day of the taxable year of Company in which the contribution is 
made or (iii) a Change of Control. Company’s right under this Section 4(d) shall expire upon a Change of 
Control.  
   

Section 5. Investment Authority .  
   

(a)            Except as otherwise provided in subsections (c), (d), (e) and (g) of this Section 5, the assets 
of the Trust shall be invested and reinvested by Trustee, without distinction between principal and income, at 
such time or times in such investments and pursuant to such investment strategies or courses of action and in 
such shares and proportions, as Trustee, in its sole discretion, shall deem advisable. Except as otherwise 
provided herein, Trustee may invest in securities (including stock or rights to acquire stock) or obligations 
issued by Company. All rights associated with assets of the Trust shall be exercised by Trustee or the person 
designated by Trustee, and shall in no event be exercisable by or rest with Plan participants.  

   
(b)            Company shall have the right, at any time, and from time to time in its sole discretion, to 

substitute assets of equal fair market value for any asset held by the Trust. This right is exercisable by Company 
in a nonfiduciary capacity without the approval or consent of any person in a fiduciary capacity. In connection 
with any substitution of assets described in this Section 5(b), Company Stock may not revert to Company in 
kind at any time following a voting record date for any meeting of Company stockholders and before such 
meeting, unless Trustee shall have voted such shares by proxy. Such reversion may occur immediately 
following the stockholders’ meeting to which such record date relates. Further, any such substitution may be 
made only out of property available to the Company for the purchase of shares of stock under applicable state 
law, as determined by Company.  
   

(c)            Subject to the provisions of Section 5A, investment authority over the Trust’s assets, or any 
portion thereof, other than dividends on Company Stock held by the Trust, may be reserved by Company to 
itself from time to time in its absolute discretion, prior to a Change of Control. Any such reservation of 
discretionary authority by Company shall be communicated to Trustee in writing. In this regard, unless 
Company notifies Trustee to the contrary, Company shall act through its Trust Asset Management Committee 
(or other person or committee to which the Board of Directors of the Company delegates such responsibility), or 
any person who such Committee (or such other person or committee) authorizes in writing to act on its behalf or 
any other person who is authorized to act on Company’s behalf by a resolution of Company’s Board of 
Directors. Company shall furnish Trustee from time to time with a list of the names and signatures of all 
persons authorized to so act. Furthermore, in addition to such reservation of discretionary authority prior to a 
Change of Control, Company may appoint one or more investment managers (“Investment Managers”) to 
manage all or a portion of the assets of the Trust. Company shall notify Trustee of each appointment of an 
Investment Manager (and of any subsequent changes in any such appointment), in writing, and shall direct each 
Investment  
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Manager to certify to Trustee the names of all persons authorized to act on its behalf. Trustee may continue to 
rely upon such instruments until otherwise notified in writing by Company or the Investment Manager, as the 
case may be. Trustee may conclusively rely upon the determinations of and directions from Company acting 
pursuant to the authority reserved in, or an Investment Manager appointed pursuant to, subsection (c) of this 
Section 5. All fees and expenses of an Investment Manager shall be paid from the assets of the Trust unless paid 
by Company. Notwithstanding anything to the contrary contained herein, following a Change of Control, 
Company may not reserve discretionary authority or appoint an Investment Manager for the management and 
control of any assets of the Trust and (i) any such prior reservation then in effect shall be nullified and (ii) any 
such prior appointment then in effect shall be nullified unless its continuance is approved by the Independent 
Fiduciary in its sole discretion. Following a Change of Control, the Independent Fiduciary shall have the sole 
authority to appoint and remove Investment Managers.  
   

(d)            Trustee shall follow the directions of Company or of an Investment Manager regarding the 
investment and reinvestment of Trust assets (or such portion thereof as may be under management by Company 
or an Investment Manager pursuant to subsection (c) of this Section 5), and shall be under no duty or obligation 
to review or to question any direction of Company pursuant to the authority reserved in, or of an Investment 
Manager appointed pursuant to, subsection (c) of this Section 5, or to review any investment to be acquired, 
held or disposed of pursuant to such directions, or to make recommendations with respect to the disposition or 
continued retention of any such investment and Trustee shall have no authority to take any action or to refrain 
from taking any action with respect to any such assets unless and until it is directed to do so by Company 
pursuant to authority reserved in, or an Investment Manager appointed pursuant to, subsection (c) of this 
Section 5. Notwithstanding anything to the contrary in this Trust Agreement, Company shall indemnify Trustee 
and hold it harmless from any liability or expense (including reasonable attorneys’ fees) resulting from acts or 
omissions of Trustee taken in reliance on directions or the absence of directions from Company pursuant to 
authority reserved in, or an Investment Manager appointed pursuant to, subsection (c) of this Section 5 or 
otherwise in connection with Trustee’s administration of the Trust consistent with subsection (c) of Section 5.  
   

(e)            Trustee shall be responsible for the daily investment of cash balances and to the extent it has 
not received contrary instructions from an entity who has investment responsibility for such cash balances, 
Trustee shall invest for short term purposes any cash in its custody in bonds, notes and other evidences of 
indebtedness having a maturity date not beyond five years from the date of purchase, United States Treasury 
bills, commercial paper, bankers’ acceptances and certificates of deposit, and undivided interests or 
participations herein, and participations in regulated investment companies for which the Trustee or its affiliate 
is the adviser.  
   

(f)             Without in any way limiting the powers and discretions conferred upon Trustee by the other 
provisions of this Trust Agreement, Trustee or the Company (prior to a Change of  
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Control), or Trustee or the Independent Fiduciary (following a Change of Control), and in each case including 
any Investment Manager properly appointed by the foregoing, shall be vested with the following powers and 
discretions (to be exercised in light of the nature and purpose of this Trust) with respect to the assets of the 
Trust subject to its management and control:  
   

(1)            To invest and reinvest in any property, real, personal or mixed, wherever situated 
and whether or not productive of income or consisting of wasting assets, including without limitation, 
common and preferred stocks, bonds, notes, debentures (including convertible stocks and securities), 
leaseholds, mortgages, certificates of deposit or demand or time deposits (including any such deposits 
with Trustee), shares of investment companies and mutual funds, interests in partnerships and trusts, 
insurance policies and annuity contracts, and oil, mineral or gas properties, royalties, interests or rights, 
without being limited to the classes of property in which trustees are authorized to invest by any law or 
any rule of court of any state and without regard to the proportion any such property may bear to the 
entire amount of the Trust;  

   
(2)            To invest and reinvest all or any portion of the Trust collectively through the 

medium of any common, collective or commingled trust fund that may be established and maintained 
by Trustee, to be held and invested subject to all of the terms and conditions thereof, and such trust 
shall be deemed adopted as a part of the Trust to the extent that assets of the Trust are invested therein;  

   
(3)            To retain any property at any time received by the Trustee;  

   
(4)            To sell or exchange any property held by it at public or private sale, for cash or on 

credit, to grant and exercise options for the purchase or exchange thereof, to exercise all conversion or 
subscription rights pertaining to any such property and to enter into any covenant or agreement to 
purchase any property in the future;  

   
(5)            To participate in any plan of reorganization,                 consolidation, merger, 

combination, liquidation or other similar plan relating to property held by it and to consent to or oppose 
any such plan or any action thereunder or any contract, lease, mortgage, purchase, sale or other action 
by any person;  

   
(6)            To deposit any property held by it with any protective, reorganization or similar 

committee, to delegate discretionary power thereto, and to pay part of the expenses and compensation 
thereof and any assessments levied with respect to any such property so deposited;  

   
(7)            To extend the time of payment of any obligation held by it;  
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(8)            To hold uninvested any monies received by it, without liability for interest thereon 

until such monies shall be invested, reinvested or disbursed;  

   
(9)            To exercise all voting or other rights with respect to any property held by it and to 

grant proxies, discretionary or otherwise;  

   
(10)          For the purposes of the Trust, to borrow money from others, to issue its promissory 

note or notes therefor, and to secure the repayment thereof by pledging any property held by it;  
   
(11)          To manage, administer, operate, insure, repair, improve, develop, preserve, 

mortgage, lease or otherwise deal with, for any period, any real property or any oil, mineral or gas 
properties, royalties, interests, or rights held by joining with others, using other Trust assets for any 
such purposes, to modify, extend, renew, waive or otherwise adjust any provision for amortization of 
the investment in or depreciation of the value of such property;  

   
(12)          To employ suitable agents (including but not limited to professional investment or 

asset management firms, actuarial and consulting firms) and counsel, who may be counsel to Company 
(or any affiliated company) or Trustee, and to pay their reasonable expenses and compensation from 
the Trust to the extent not paid by Company;  

   
(13)          To register any securities held in the Trust in the name of a nominee and to hold any 

investment in bearer form, and to combine certificates representing such investments with certificates 
of the same issue held by the Trustee in other fiduciary capacities or to deposit or arrange for the 
deposit of such securities in a qualified central depository even though, when so deposited, such 
securities may be merged and held in bulk in the name of the nominee of such depository with other 
securities deposited therein by any other person, or to deposit or arrange for the deposit of any 
securities issued by the United States Government, or an agency or instrumentality thereof, with a 
federal reserve bank, but the books and records of Trustee shall at all times show that all such 
investments are part of the Trust;  

   
(14)          To settle, compromise, or submit to arbitration any claims, debts, or damages due or 

owing to or from the Trust, respectively, to commence or defend suits or legal proceedings to protect 
any interest of the Trust, and to represent the Trust in all suits or legal proceedings in any court or 
before any other body or tribunal; provided, however, Trustee shall not be required to take any such 
action unless it shall have been indemnified by Company or the Trust to its reasonable satisfaction 
against liability and expense it might incur therefrom;  
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(15)          To organize under laws of any state a corporation or trust for the purpose of 

acquiring and holding title to any property which it is authorized to acquire hereunder and to exercise 
with respect thereto any or all of the powers set forth herein; and  

   
(16)          Generally, to do all acts consistent with its duties hereunder, whether or not 

expressly authorized, that Trustee may deem necessary or desirable for the protection of the Trust.  

(g)            Notwithstanding anything to the contrary contained herein (other than the provisions of 
Section 5A hereof), unless and until directed otherwise by Company, or the occurrence of a Change of Control, 
the assets of the Trust (other than dividends on Company Stock held by the Trust) shall be invested and 
reinvested exclusively in the common stock, par value $1.00 per share, of Company (such stock, and any and all 
securities of any kind which may be issued in respect of, or in exchange for, such shares of stock, the 
“Company Stock”) except to the extent that Company directs otherwise with respect to a portion of the assets in 
anticipation of reasonable liquidity needs of the Trust. Trustee shall purchase from Company any such 
Company Stock acquired for the Trust, unless Trustee is instructed otherwise by Company in writing. With 
respect to assets of the Trust invested in Company Stock, Trustee shall have no obligation to diversify 
investments in the Trust, and shall not be subject to any rule of applicable law which might otherwise make 
necessary, require, or in any way deem appropriate diversification of investments in the Trust, all such rules 
being hereby expressly waived. Notwithstanding anything to the contrary in this Trust Agreement, Company 
does hereby discharge, indemnify and hold harmless Trustee, its directors, officers, employees and agents, from 
and against any and all losses, costs, damages, claims, penalties, expenses (including reasonable attorneys’ fees 
and expenses) or liabilities arising in connection with such Trustee’s administration of the Trust consistent with 
this Section 5(g). Notwithstanding the foregoing, the Trustee shall vote any proxies for such shares of Company 
Stock held pursuant to this Section 5(g) in its discretion.  

   
(h)            Following a Change of Control, the Independent Fiduciary may no longer invest in Company 

Stock or any other securities or obligations issued by Company or any of its affiliates, and Section 5(g) shall no 
longer apply. After a Change of Control, the Independent Fiduciary shall have and exercise all discretionary 
authority for the management and control of Trust assets and shall commence the orderly disposition of 
Company Stock, subject to the provisions of Section 5A hereof to the extent applicable. The Independent 
Fiduciary may, in its sole discretion, direct the Trustee to retain Company Stock acquired prior to a Change of 
Control for such period of time as the Independent Fiduciary deems appropriate and in the best interest of 
participants and beneficiaries in the Plan(s). In no event may the Independent Fiduciary make additional 
investments in Company Stock or any other securities or obligations issued by  
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Company or any of its affiliates on behalf of the Trust after a Change of Control, other than (i) amounts held in 
diversified common investment vehicles in which the Independent Fiduciary invests, and (ii) through the 
exercise of rights to acquire Company Stock attributable to shares held at the time of the Change of Control, in 
the Independent Fiduciary’s sole discretion, if the Independent Fiduciary deems such exercise appropriate and 
in best interest of the participants and beneficiaries in the Plan(s).  
   

Section 5A. Sale of Company Stock by Trustee .  
   

(a)            Except as otherwise specifically permitted herein, Trustee may not sell Company Stock 
except: (1) as necessary from time to time to satisfy benefit obligations under the Plan(s) which are required to 
be paid under this Trust; (2) pursuant to a tender or exchange offer, by other than Company, for all or 
substantially all of the issued and outstanding Company Stock; or (3) following a Change of Control; and then 
only as specifically permitted herein. In the event of the appointment of an Independent Fiduciary pursuant to 
this Trust Agreement, all functions, rights and obligations of the Trustee under this Section 5A shall be 
functions, rights and obligations of the Independent Fiduciary, and all references in this Section 5A to the 
Trustee shall be deemed to refer to such Independent Fiduciary  
   

(b)            Trustee shall provide Company with not less than 30 days prior notice that it proposes to sell 
any Company Stock, unless Trustee determines in good faith that such delay would cause irreparable harm to 
Trustee or to the Trust, in which event Trustee shall provide reasonable notice of such proposed sale. Notice 
shall be given by telephone, confirmed promptly by facsimile or first class mail, postage prepaid. Trustee shall 
specify in any event the number of shares proposed to be sold.  
   

(c)            Trustee shall make sales of Company Stock pursuant to an effective registration statement 
under, or an exemption (including but not limited to Rule 144) from, the registration requirements of the 
Securities Act of 1933, as amended (the “Securities Act”), and in compliance with applicable state securities 
laws.  
   

(d)            Should either Company or Trustee determine in good faith, with the written advice of 
counsel delivered to and in form reasonably acceptable to the other party hereto, that such proposed sale could 
not reasonably be made pursuant to an exemption from the Securities Act, then Trustee may demand in writing 
that Company, at Company’s option, either purchase under Section 5A(f) or register under the Securities Act 
under Section 5A(e), such number of shares of Company Stock held and proposed to be sold by Trustee. 
Company shall promptly notify Trustee by telephone, confirmed promptly by facsimile or first class mail, 
postage prepaid, whether it elects to proceed under Section 5A(f) or 5A(e).  
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(e)            If Company elects registration pursuant to a demand under Section 5A(d) above, then:  
   

(1)            As soon as practicable, but in any event within 90 days after receipt of the demand 
from Trustee, Company shall:  

   
(i)             file with the Securities and Exchange Commission (the “Commission”) a 

registration statement covering the shares to be sold and use its reasonable best efforts to have 
such registration statement filed pursuant to this Agreement declared effective as promptly as 
practicable. Company shall advise Trustee of the progress of such filing and of any review 
thereof undertaken by the Commission, and promptly notify Trustee, and confirm such advice 
in writing, (x) when such registration statement becomes effective, (y) when any post-effective 
amendment to such registration statement becomes effective and (z) of any request by the 
Commission for any amendment or supplement to such registration statement or any 
prospectus relating thereto or for additional information;  

   
(ii)            use its reasonable best efforts to register, qualify, or effect compliance not 

later than the effective date of any registration statement filed pursuant to this Trust 
Agreement, the shares of Company Stock registered thereunder under the blue sky laws of 
such states or the District of Columbia as the Trustee may reasonably request; provided, 
however, that Company shall not be obligated to qualify as a foreign corporation or as a dealer 
in securities or to execute or file any general consent to service of process under the laws of 
any such jurisdiction where it is not so subject; and, provided, further, that Company reserves 
the right not to register or qualify shares of Company Stock in any jurisdiction where 
registration or qualification of such shares would be unreasonably burdensome;  

   
(iii)          from time to time (x) after the Company has elected to satisfy a demand for 

sale by means of registration, immediately advise Trustee of any event or development, 
including a material adverse change in the financial condition, business or affairs of Company, 
known to Company (other than events or developments affecting market or economic 
conditions generally), which may have a material adverse impact on the proposed offering; 
and (y) within the period of effectiveness of such registration statement, advise Trustee of any 
event or development requiring amendment or supplement (which amendment or supplement 
shall be prepared with reasonable promptness by Company) of the registration statement or 
prospectus used in connection therewith or rendering it inadvisable to use the prospectus until 
it is supplemented or amended; and  
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(iv)          furnish to Trustee such number of copies of any preliminary and final 
prospectuses and any amendments and supplements thereto as Trustee may reasonably request. 

   
(2)            Trustee and Company shall negotiate with an underwriter selected or approved by 

Company with regard to the underwriting of such requested registration. Company shall enter into an 
underwriting agreement in customary form with the underwriter(s) and Trustee in which Company and 
Trustee (to the extent applicable based only on such information as is provided in writing by Trustee) 
shall provide customary indemnification to such underwriter(s) and each other.  

   
(3)            Company shall have the right to terminate or withdraw any registration 

contemplated by it under this Section 5A(e) prior to or following the effectiveness of such registration 
for any reason whatsoever, provided that it shall thereupon be required to purchase shares pursuant to 
Section 5A(f).  

   
(4)            Trustee shall provide all such information and materials and take all such actions, 

furnish all such information, execute all such documents and cooperate with Company in good faith, all 
as may be reasonably required in order to permit Company to comply with all applicable requirements 
of the Commission and all other applicable laws or regulations and to obtain acceleration of the 
effective date of the registration statement.  

   
(5)            All expenses incurred in connection with any registration, qualification or 

compliance pursuant to this Trust Agreement, including without limitation, all registration, filing and 
qualification fees, printing and engraving expenses, fees and disbursements of counsel for Company, 
and expenses of any special audits or comfort letters incidental to or required by such registration, shall 
be borne by Company, provided, that Trustee may pay such expenses and recover same from the Trust 
if Company fails to pay such expenses in a timely manner.  

   
(f)             Notwithstanding any contrary provision of this Agreement, if Company advises Trustee of 

any delays in filing or effectiveness of more than 60 days, if Company and Trustee are unable despite good faith 
efforts to agree as to registration or an exempt sale, or if a registered sale would not permit Trustee to sell 
Company Stock expeditiously enough to meet Trustee’s good faith needs, Trustee may demand that Company 
purchase, or if Company elects to purchase stock pursuant to Section 5A(d), (e)(3) or (g), Company shall 
purchase the Company Stock desired to be sold at fair market value, which shall be the volume weighted 
average trading price (including only trades which would meet the time of purchases conditions under Rule 
10b-18 under the Securities Exchange Act of 1934, as amended (“Rule 10b-18”), of a share of such security on 
the New York Stock Exchange on the day that Company receives such demand or  
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gives notice of such election. Company and Trustee shall use their reasonable best efforts to agree as to the 
prompt execution, closing and delivery of shares and proceeds therefor.  
   

(g)            Until a Change of Control, Company may, on notice of a proposed sale by Trustee, whether 
or not exempt, elect to purchase such Company Stock from Trustee at fair market value, as defined in Section 
5A(f), and with the manner, conditions, and closing of such sale to be agreed upon by Company and Trustee.  
   

(h)            Company shall be entitled to postpone the filing of any registration statement and any 
amendment or supplement thereto otherwise required to be prepared and filed by it, or to direct that Trustee 
postpone any sale or put if, at the time it receives a request for registration or sale, (i) Company determines, in 
its reasonable business judgment, that such filing, registration and offering, or sale or put, would materially 
interfere with the likely success of a proposed purchase or sale of securities by Company; or (ii) counsel for 
Company opines in writing that the filing of such registration statement, amendment or supplement, or sale or 
put would have a material adverse impact on any material ongoing or pending transaction or program of 
Company or any of its subsidiaries or any other circumstances; provided, that should such delays adversely 
affect the Trustee’s ability to pay benefits as contemplated by this Trust Agreement, then Company shall 
advance such funds as may be reasonably needed by Trustee for such proposed pending sale.  
   

(i)             Notwithstanding any provisions above permitting sale by Trustee of Company Stock, 
Trustee shall, until a Change of Control or a tender or exchange offer for all or substantially all of the issued and 
outstanding Common Stock, limit sales, whether registered or exempt (other than sales described in Section 5A
(f)), by reference to the volume limitations for issuer repurchases within Rule 10b-18; provided, that block sales 
may not exceed 25% of the trading volume on the New York Stock Exchange, Inc. for the 14 day period prior 
to such sale. Company shall provide all information reasonably required by Trustee to make determinations as 
to the number of shares which may be sold, and Trustee shall promptly notify Company as to all sales made 
other than through a registered public offering.  
   

(j)             Company and Trustee shall each cooperate in good faith and employ their reasonable best 
efforts in permitting and effecting any purchase or sale of Company Stock as contemplated in this Section 5A 
and each shall comply with all applicable laws and regulations relating to the foregoing including, without 
limitation, federal and state securities laws, rules and regulations issued thereunder, and any other governmental 
or stock exchange requirements or regulations relating thereto.  

   
Section 6. Disposition of Income .  

   
During the term of this Trust, all income received by the Trust, net of expenses and taxes, shall be 

accumulated and reinvested.  
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Section 7. Accounting by Trustee .  

   
Trustee shall keep accurate and detailed records of all investments, receipts, disbursements, and all 

other transactions required to be made, including such specific records as shall be agreed upon in writing 
between Company and Trustee. Within forty-five (45) days following the close of each calendar year and within 
forty-five (45) days after the removal or resignation of the Trustee, Trustee shall deliver to Company a written 
account of its administration of the Trust during such year or during the period from the close of the last 
preceding year to the date of such removal or resignation, setting forth all investments, receipts, disbursements 
and other transactions effected by it, including a description of all securities and investments purchased and sold 
with the cost or net proceeds of such purchases or sales (accrued interest paid or receivable being shown 
separately), and showing all cash, securities and other property held in the Trust at the end of such year or as of 
the date of such removal or resignation, as the case may be. In addition, as of the end of each calendar month 
(referred to in this Trust as a “valuation date”), within ten (10) days after each such month-end, Trustee shall 
deliver to Company a written account setting forth the value of the Trust’s assets, together with such other 
information as shall be agreed upon between Company and Trustee.  
   

Section 8. Responsibility of Trustee .  
   

(a)            Trustee shall act with the care, skill, prudence and diligence under the circumstances then 
prevailing that a prudent person acting in like capacity and familiar with such matters would use in the conduct 
of an enterprise of a like character and with like aims, provided, however, that Trustee shall incur no liability to 
any person for (i) any action taken pursuant to a direction, request or approval given by Company or a Trust 
Contractor which is contemplated by, and in conformity with, the terms of the Plan(s) or this Trust and is given 
in writing by Company or a Trust Contractor (other than Trustee when it acts as Trust Contractor), or (ii) the 
investment in, or retention of, Company Stock pursuant to the terms of this Agreement, and no such action shall 
be considered a breach of the fiduciary standard herein set forth. In the event of a dispute between Company or 
a Trust Contractor and a party, Trustee may apply to a court of competent jurisdiction to resolve the dispute.  
   

(b)            If Trustee undertakes or defends any litigation arising in connection with this Trust or a Plan 
(including without limitation any action to compel funding of the Trust pursuant to Section 1 hereof, to compel 
Company to take any action under the Trust or the Plan(s), or to determine Trustee’s obligations hereunder), 
Trustee shall be indemnified by the Trust against Trustee’s costs, expenses and liabilities (including, without 
limitation, reasonable attorneys’ fees and expenses) relating thereto and the Trust shall be primarily liable for 
such payments, other than those arising from Trustee’s negligence or willful misconduct. Trustee shall also be 
entitled to reasonable payment from the Trust for the allocation of Trustee’s personnel to the investigation and 
defense or prosecution thereof, at Trustee’s normal hourly billing rates. If such  
   

21  
   

   



costs, expenses and liabilities are not paid from the Trust for any reason (including without limitation 
insufficiency of the Trust’s assets to satisfy such obligations) in a reasonably timely manner, Company agrees 
to indemnify Trustee against such costs, expenses and liabilities. Anything in this subsection (b) to the contrary 
notwithstanding, Company shall indemnify and hold Trustee harmless from and against all costs, expenses and 
liabilities arising out of or relating to the acquisition, retention or disposition of Company Stock, except with 
respect to matters covered by the Trustee’s indemnity to be provided under Section 5A(e)(2).  
   

(c)            Trustee may consult with legal counsel (who may also be counsel for Company generally) 
with respect to any of its duties or obligations hereunder.  
   

(d)            Trustee may hire agents, accountants, actuaries, investment advisors, financial consultants or 
other professionals to assist it in performing any of its duties or obligations hereunder.  
   

(e)            Trustee shall have, without exclusion, all powers consistent with the terms hereof conferred 
on trustees by applicable law, unless expressly provided otherwise herein, provided, however, that if an 
insurance policy is held as an asset of the Trust, Trustee shall have no power to name a beneficiary of the policy 
other than the Trust, to assign the policy (as distinct from conversion of the policy to a different form) other 
than to a successor Trustee, or to loan to any person the proceeds of any borrowing against such policy.  
   

(f)             Notwithstanding any powers granted to Trustee pursuant to this Trust Agreement or to 
applicable law, Trustee shall not have any power that could give this Trust the objective of carrying on a 
business and dividing the gains therefrom, within the meaning of section 301.7701-2 of the Procedure and 
Administrative Regulations promulgated pursuant to the Internal Revenue Code.  

(g)            For purposes of Section 3, the phrase “actual knowledge of the Trustee” shall mean the 
actual knowledge of an officer or employee of the Corporate & Institutional Services trust administration 
segment of the Trustee and shall not include actual knowledge of personnel in the Corporate and Institutional 
Services banking segment or other separate segments of the Trustee.  

(h)            As soon as practicable following a Change of Control (or prior to a Change of Control, but 
with effect from and after a Change of Control), Trustee shall appoint an entity or a person determined by the 
Trustee to be qualified for such appointment and capable of performing the duties appurtenant to such 
appointment, to serve as an independent fiduciary (the “Independent Fiduciary”) under the Plans and this 
agreement and to exercise the rights and obligations of the Trustee set forth in sections 2(d)(4), (5), (6), and (7) 
and sections 5(f) and (h) and Section 5A pursuant to a written agreement between such Independent Fiduciary 
and the Trustee; provided, that the Trustee may, in its sole discretion, allocate such rights and obligations 
among more than one Independent Fiduciary, in which event (i) any reference in this Trust to the  
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Independent Fiduciary shall be construed to be a reference to the Independent Fiduciary to which the applicable 
rights and obligations have been allocated, and (ii) no Independent Fiduciary shall have any responsibility for, 
or liability in respect of, obligations of the Trustee not so allocated to it. In such capacity, the Independent 
Fiduciary shall have all of the rights and obligations of the Trustee under this Trust Agreement necessary or 
proper to the performance of its duties hereunder, including, without limitation, those rights and obligations set 
forth in this Section 8. The Independent Fiduciary may perform its duties and functions under this Trust 
Agreement directly or may delegate such duties and functions to one or more Trust Contractors, other than the 
determinations of claims for benefits under the Plans or appeals therefrom, which shall be performed by the 
Independent Fiduciary directly. In addition, the Independent Fiduciary shall have the sole responsibility to 
appoint and remove Investment Managers. The Independent Fiduciary shall certify to the Trustee the names of 
all persons authorized to act on its behalf. In such event, the Trustee may conclusively rely upon the 
determinations of and directions from the Independent Fiduciary and shall be responsible only for the prudent 
selection and retention of such entity or person to act as Independent Fiduciary hereunder. All fees and expenses 
of such Independent Fiduciary shall be paid from the assets of the Trust unless paid by the Company. In the 
event that an Independent Fiduciary has not been appointed effective as of the occurrence of a Change of 
Control, the Trustee shall, in addition to its capacity as Trustee, serve as the Independent Fiduciary until the 
effectiveness of the appointment of the Independent Fiduciary.  

Section 9. Compensation and Expenses of Trustee .  
   

All administrative and Trustee’s fees as agreed upon between Trustee and Company and reasonable 
expenses actually incurred by the Trustee in performing its duties hereunder including the fees and expenses of 
any third party which provides services contemplated herein or in the Plan(s) shall be paid by Trustee from the 
assets of the Trust and, until so paid, shall constitute a lien on the assets of the Trust. If not so paid, the fees and 
expenses shall be paid by Company. In addition, with respect to any third party engaged by the Company to 
provide services, including but not limited to, actuarial, accounting, recordkeeping, or legal services, for the 
Trust or the Plan(s), the Company shall direct the Trustee to pay such third party’s reasonable administrative 
expenses (including reasonable compensation) from the Trust to the extent not paid by Company.  
   

Section 10. Resignation and Removal of Trustee .  
   

(a)            Trustee may resign at any time by written notice to Company, which shall be effective sixty 
(60) days after receipt of such notice unless Company and Trustee agree otherwise; provided that in no event 
shall any such resignation take effect prior to the appointment of a successor Trustee.  
   

(b)            Trustee may be removed by Company on sixty (60) days notice or upon shorter notice 
accepted by Trustee.  
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(c)            Upon a Change of Control, as defined herein, Trustee may not be removed by Company for 
one (1) year. Additionally, after the expiration of the one (1) year period following a Change of Control, Trustee 
may be removed by Company only if Company first obtains the express written consent to such removal of 
more than one half of a combination of the participants and beneficiaries of deceased participants in the Plan(s). 
   

(d)            If Trustee resigns or is removed within one (1) year of a Change of Control, as defined 
herein, Trustee shall select a successor Trustee in accordance with the provisions of Section 11(b) hereof prior 
to the effective date of Trustee’s resignation or removal. Additionally, if Trustee resigns or is removed after 
expiration of the one (1) year period following a Change of Control, Company may select a successor Trustee in 
accordance with the provisions of Section 11(b) hereof if it shall first obtain the express written consent to the 
appointment of the proposed successor of more than one half of a combination of the participants and 
beneficiaries of deceased participants in the Plan(s). If Company fails to so appoint a successor Trustee, Trustee 
shall select a successor Trustee. Upon the appointment and acceptance by, and transfer of assets to, a successor 
Trustee, Trustee shall have no further responsibilities under this Trust Agreement.  
   

(e)            Upon resignation or removal of Trustee and appointment of a successor Trustee, all assets 
shall subsequently be transferred to the successor Trustee. The transfer shall be completed within sixty (60) 
days after receipt of notice of resignation, removal or transfer, unless Company extends the time limit.  
   

(f)             If Trustee resigns or is removed, a successor shall be appointed, in accordance with Section 
11 hereof, by the effective date of resignation or removal under paragraph (a) of this section. If no such 
appointment has been made, Trustee may apply to a court of competent jurisdiction for appointment of a 
successor or for instructions. All expenses of Trustee in connection with the proceeding shall be allowed and 
charged to the Trust as administrative expenses of the Trust.  
   

Section 11. Appointment of Successor .  
   

(a)            If Trustee resigns or is removed in accordance with Section 10(a) or (b) or (c) hereof, 
Company may, subject to Section 10(d), appoint any third party, such as a bank trust department or other party 
that may be granted corporate trustee powers under state or federal law, as a successor to replace Trustee upon 
resignation or removal. The appointment shall be effective when accepted in writing by the new Trustee, who 
shall have all the rights and powers of the former Trustee, including ownership rights in the Trust assets. The 
former Trustee shall execute any instrument necessary or reasonably requested by Company or the successor 
Trustee to evidence the transfer.  
   

(b)            If Trustee resigns or is removed pursuant to the provisions of Section 10(a), (b), (c) or (d) 
hereof and selects a successor Trustee pursuant to Section 10(d) hereof, Trustee may  
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appoint any third party such as a bank trust department or other party that may be granted corporate trustee 
powers under state or federal law. The appointment of a successor Trustee shall be effective when accepted in 
writing by the new Trustee. The new Trustee shall have all the rights and powers of the former Trustee, 
including ownership rights in Trust assets. The former Trustee shall execute any instrument necessary or 
reasonably requested by the successor Trustee to evidence the transfer.  
   

(c)            A former Trustee shall prepare and deliver to Company and to the successor Trustee a final 
accounting unless Company waives Company’s right to such accounting, and such accounting shall be effective 
through the date of the former Trustee’s transfer of all assets to its successor. The successor Trustee need not 
examine the records and acts of any prior Trustee unless requested to do so by Company (and, after a Change of 
Control, unless the successor Trustee in addition concludes that there is a reasonable basis for such request by 
Company) and may retain or dispose of existing Trust assets, subject to Sections 7 and 8 hereof. Subject to the 
foregoing, the successor Trustee shall not be responsible for and Company shall indemnify and defend the 
successor Trustee from any claim or liability resulting from any action or inaction of any prior Trustee or from 
any other past event, or any condition existing at the time it becomes successor Trustee. The compensation 
arrangement for the successor Trustee shall be reasonable in relation to the services to be performed by the 
successor Trustee.  
   

Section 12. Amendment or Termination .  
   

(a)            This Trust Agreement (including Appendix A hereto) may be amended by a written 
instrument executed by Trustee and Company. Notwithstanding the foregoing, (i) no such amendment shall 
conflict with the terms of the Plan(s) as then in effect or shall make the Trust revocable after it has become 
irrevocable in accordance with Section 1(b) hereof and (ii) the duties and responsibilities of Trustee shall not be 
increased without Trustee’s written consent.  
   

(1)            Furthermore, notwithstanding anything to the contrary in this Trust Agreement 
(except as otherwise provided in this Section 12), (i) prior to a Change of Control, no amendment shall 
be made to Section 1(d) through (h), Section 2, Section 4, Section 5(h), Section 10(c), Section 10(d), 
this Section 12(a), Section 13(d), Section 13(g), Section 13(j), and Section 13(k), and no deletion shall 
be made in Appendix A, without the prior written consent of more than one half of a combination of 
the participants and beneficiaries of deceased participants in the Plan(s) unless such amendment would 
not, in the opinion of counsel, have a material and adverse effect on the rights or interests of such 
participants or beneficiaries or procedures for distribution of benefits to participants or beneficiaries; 
and (ii) following a Change of Control, no amendment shall be made to any provision of this Trust 
Agreement (including Appendix A hereto) without the prior written consent of more than one half of a 
combination of the participants and beneficiaries of deceased participants in the Plan(s) unless such  
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amendment would not, in the opinion of counsel, have a material and adverse effect on the rights or 
interests of such participants or beneficiaries or procedures for distribution of benefits to participants or 
beneficiaries.  

   
(2)            The limitations contained in Section 12(a)(1) shall not apply with respect to any 

amendment which is reasonably necessary, in the opinion of counsel, to preserve the status of the Trust 
as a grantor trust and the status of the Plan(s) as unfunded for federal income tax purposes and for 
purposes of the Employee Retirement Income Security Act of 1974, as amended, or to guard against an 
adverse impact on Plan participants or beneficiaries and which, in the opinion of counsel, is drafted 
primarily to preserve such status or to reduce or eliminate such adverse impact on such person or 
persons.  

   
(3)            In each instance in which an opinion of counsel is contemplated in this Section 12

(a) prior to a Change of Control, such opinion shall be in writing and delivered to Trustee, rendered by 
a nationally recognized law firm selected by Company, and in each instance in which an opinion of 
counsel is contemplated in this Section 12(a) after a Change of Control, such opinion shall be in 
writing and delivered to Trustee, rendered by a nationally recognized law firm selected by the 
Independent Fiduciary. Trustee may rely on all such opinions and determinations.  

   
(b)            The Trust shall not terminate until the date on which Plan participants and their beneficiaries 

are no longer entitled to benefits from Company pursuant to the terms of the Plan(s). Upon termination of the 
Trust any assets remaining in the Trust shall be returned to Company.  

   
(c)            Upon written approval of participants or beneficiaries entitled to payment of benefits 

pursuant to the terms of the Plan(s), Company may terminate this Trust prior to the time all benefit payments 
under the Plan(s) have been made. All assets in the Trust at termination shall be returned to Company.  
   

(d)            Trustee may rely for purposes of this Section 12 on a certificate furnished by Company prior 
to a Change of Control, and by a Trust Contractor after a Change of Control, (i) with respect to any amendment 
requiring the prior written consent of more than one half of the participants and beneficiaries in the Plan(s) 
pursuant to subsection (a) of this Section 12, that such consent has been obtained, (ii) with respect to subsection 
(b) of this Section 12, that Plan participants and their beneficiaries are no longer entitled to benefits pursuant to 
the terms of the Plan(s), and (iii) with respect to subsection (c) of this Section 12, that the written approval of 
participants or beneficiaries entitled to payment of benefits pursuant to the terms of the Plan(s) has been 
obtained.  
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Section 13. Miscellaneous .  
   

(a)            Any provision of this Trust Agreement prohibited by law shall be ineffective to the extent of 
any such prohibition, without invalidating the remaining provisions hereof.  
   

(b)            Benefits payable to Plan participants and their beneficiaries under this Trust Agreement may 
not be anticipated, assigned (either at law or in equity), alienated, pledged, encumbered or subjected to 
attachment, garnishment, levy, execution or other legal or equitable process.  
   

(c)            This Trust Agreement shall be governed by and construed in accordance with the laws of 
New York.  
   

(d)            For purposes of this Trust, Change of Control shall mean: (i) any “person” (as such term is 
defined in the Securities Exchange Act of 1934, as amended), other than a trustee or other fiduciary holding 
securities under an employee benefit plan of Company or a corporation owned directly or indirectly by the 
shareholders of Company in substantially the same proportions as their ownership of stock of Company, is or 
becomes the “beneficial owner” (as defined in Rule 13d-3 under said Act), directly or indirectly, of securities of 
Company representing 20% or more of the total voting power represented by Company’s then outstanding 
voting securities; or (ii) during any period of two consecutive years, individuals who at the beginning of such 
period constitute the Board of Directors of the Company and any new director whose election by the Board of 
Directors of the Company or nomination for election by Company’s shareholders was approved by a vote of at 
least two-thirds of the directors who either were directors at the beginning of the two-year period or whose 
election or nomination for election was previously so approved, cease for any reason to constitute a majority 
thereof.  
   

(e)(1)       After the execution of this Trust Agreement, Company shall promptly file with 
Trustee, and following the appointment of a Trust Contractor, Company shall promptly file with the 
Trust Contractor, a certified list of the names and specimen signatures of the officers of Company and 
any delegate authorized to act for it. Unless Company notifies Trustee to the contrary, Company shall 
act through its Trust Asset Management Committee (or other person or committee to which the Board 
of Directors of the Company delegates such responsibility) or any person who such Committee (or 
other person or committee) authorizes in writing to act on its behalf or any other person who is 
authorized to act on Company’s behalf by a resolution of Company’s Board of Directors. Company 
shall promptly notify Trustee and the Trust Contractor, if applicable, of the addition or deletion of any 
person’s name to or from such list, respectively. Until receipt by Trustee and/or the Trust Contractor of 
notice that any person is no longer authorized so to act, Trustee or the Trust Contractor may continue to 
rely on the authority of the person. All certifications, notices and directions by any such person or 
persons to Trustee or the Trust Contractor shall be in writing signed by such person or persons.  
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Trustee and the Trust Contractor may rely on any certification, notice or direction of Company that the 
Trustee or the Trust Contractor reasonably believes to have been signed by a duly authorized officer or 
agent of Company. Trustee and the Trust Contractor shall have no responsibility for acting or not 
acting in reliance upon any notification reasonably believed by Trustee or the Trust Contractor to have 
been signed by a duly authorized officer or agent of Company.  

   
(e)(2)       After the engagement of a Trust Contractor (other than Trustee) and/or an 

Independent Fiduciary, the Trust Contractor and/or Independent Fiduciary shall promptly file with 
Trustee a certified list of the names and specimen signatures of the officers of the Trust Contractor 
and/or Independent Fiduciary and any delegate(s) authorized to act for it. Each Trust Contractor and/or 
the Independent Fiduciary shall promptly notify Trustee of the addition or deletion of any person’s 
name to or from such list. Until receipt by Trustee of notice that any person is no longer authorized so 
to act, Trustee may continue to rely on the authority of the person. All certifications, notices and 
directions by any such person or persons to Trustee shall be in writing signed by such person or 
persons. Trustee may rely on any such certification, notice or direction of the Trust Contractor and/or 
Independent Fiduciary that Trustee reasonably believes to have been signed by or on behalf of a duly 
authorized officer or agent of the Trust Contractor and/or Independent Fiduciary. Trustee shall have no 
responsibility for acting or not acting in reliance upon any notification reasonably believed by the 
Trustee to have been signed by a duly authorized officer or agent of the Trust Contractor and/or 
Independent Fiduciary.  

   
(f)             Neither the gender nor the number (singular or plural) of any word shall be construed to 

exclude another gender or number when a different gender or number would be appropriate.  
   

(g)(1)      This Trust Agreement shall be binding upon and inure to the benefit of any 
successor(s) to Company or its business or a portion thereof, which assumes Company 
obligations under the Plans as a result of merger, consolidation, reorganization, spin-off, 
division, transfer of assets or otherwise (hereinafter referred to as a “corporate transaction”) 
and any subsequent successor thereto which assumes Company obligations under the Plan(s). 
All references in this Trust Agreement to “Company” shall include all such successors. In the 
event of any such corporate transaction, the successor to Company or its business or 
subsequent successor thereto shall promptly notify Trustee in writing of its successorship. In 
no event shall any such corporate transaction suspend or delay the payment of benefits to Plan 
participants or beneficiaries hereunder.  

   
(g)(2)      Except a provided in Section 13(g)(3), Company shall remain liable for the 

payment of any Plan benefits attributable to deferrals made under  
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plans of deferred compensation prior to the effective date of any such corporate transaction or 
accrued under any supplemental retirement or pension plan prior to the effective date of any 
such corporate transaction, to the extent of the then assets of the Trust, if such payments are 
proper but not timely made by a successor to Company or its business or any subsequent 
successor thereto, and the assets of the Trust shall be available to make such payments 
pursuant to Section 2. The obligation to make any such payments hereunder shall arise only 
after the affected Plan participant or beneficiary has exhausted all claims and review 
procedures property imposed under the terms of the Plan. The Trust shall be subrogated, to the 
extent of any payment made pursuant to this Section 13(g)(2) to a Plan participant or 
beneficiary, to all rights and remedies of such Plan participant or beneficiary, and Trustee shall 
be entitled to sue the nonpaying successor to Company in the name of the Plan participant or 
beneficiary, but Trustee shall not be required to take any such action unless there are sufficient 
assets in the Trust to cover the expense thereof. Entitlement to any payment hereunder is 
expressly conditioned upon the reasonable assistance and cooperation of the Plan participant 
or beneficiary in pursuing such rights and remedies.  

   
(g)(3)      The provisions of Section 13(g)(2) shall be inapplicable to any Plan benefits 

payable following any corporate transaction with respect to which Company shall have 
contracted with its successor or otherwise provided for the establishment of a trust providing 
substantially similar rights and protections to Plan participants and beneficiaries as are 
provided herein and (i) which involves a Disposition, if there is established, or there is 
imposed on Company’s successor an obligation to establish (or there is otherwise provided 
with respect to affected Plan participants and beneficiaries), with respect to the Transferred 
Benefit an irrevocable trust which, in the opinion of counsel, meets the requirements for a 
“rabbi trust” as set forth in the model grantor trust agreement contained in Rev. Proc. 92-64, 
1992 � 2 C. B. 422, or any successor to such Revenue Procedure, with a bank as trustee, 
and which when established (or, if already in existence, at the effective date of such corporate 
transaction) is funded to at least the funding level of this Trust, or (ii) which does not involve a 
Disposition, if (A) there is established, or there is imposed on Company’s successor an 
obligation to establish, with respect to the Transferred Benefit a trust which, in the opinion of 
counsel, has terms substantially similar to any one of the Trusts under Executive Benefit Plan
(s) established by Company or a subsidiary on or before the date hereof, as such trusts are then 
in effect, with a bank as trustee, and which when established is funded to at least the funding 
level of this Trust; or (B) the Transferred Benefit becomes covered, as of the effective date of 
such corporate transaction “funding level” (as such term is used herein), by any tru s t 
described in, or previously established pursuant to, (A) above and which trust, if such transfer 
takes place on or after a Change of Control has occurred, is funded (after taking  
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into account the Transferred Benefit) to at least the funding level of this Trust. The 
determination of whether the requirements of the preceding sentence have been satisfied shall 
be made by Company; provided, however, that following the engagement of a Trust 
Contractor, such determinations shall be made by Trust Contractor. Trustee may rely on the 
accuracy of all such determinations.  

   
(h)            This Trust Agreement may be executed in any number of counterparts, each of which shall 

be deemed to be an original, but all of which shall together constitute only one Agreement.  
   

(i)             Communications to Trustee shall be sent to THE NORTHERN TRUST COMPANY, 50 S. 
LaSalle Street, Chicago, Illinois 60675, ATTENTION: Ms. Anita Nikolov, Vice President, or to such other 
address as Trustee may specify in writing. No communication shall be binding upon Trustee until it is received 
by Trustee. Communications to Company, any Trust Contractor and/or the Independent Fiduciary shall be sent 
to the principal offices of Company, such Trust Contractor and/or the Independent Fiduciary, as the case may 
be, or to such other address as any of them may specify in writing.  
   

(j)             In the event the participants and beneficiaries in one or more of the Plan(s) are determined 
generally to be subject to federal income tax on any amount in the Trust prior to the time of payment hereunder, 
the entire amount determined to be so taxable shall be distributed by Trustee to each affected participant or 
beneficiary. Company may, at its option, make such payments directly to affected participants and beneficiaries. 
An amount shall be determined to be subject to federal income tax upon the earliest of: (a) a final determination 
by the United States Internal Revenue Service addressed to a participant or beneficiary which is not appealed to 
the courts; (b) a final determination by the United States Tax Court or any other federal court affirming any 
such determination by the Internal Revenue Service; or (c) an opinion by counsel for Company reasonably 
acceptable to Trustee addressed to Company and Trustee, that, by reason of the Treasury Regulations, 
amendments to the Internal Revenue Code, published Internal Revenue Service rulings, court decisions or other 
substantial precedent, amounts hereunder are generally subject to federal income tax prior to payment; 
provided, that following a Change of Control, only an opinion by counsel selected by the Trust Contractor may 
be accepted by Trustee for purposes of (c). Company shall undertake at its sole expense to defend any tax 
claims described herein which are asserted by the Internal Revenue Service against any participant or 
beneficiary and which it determines would affect participants or beneficiaries generally, including attorneys’ 
fees and costs of appeal, and shall have the sole authority to determine whether or not to appeal any 
determination made by the Internal Revenue Service or by a lower court. Company also agrees to reimburse any 
participant or beneficiary for any interest or penalties in respect of tax claims hereunder which it determines 
would affect participants or beneficiaries generally, upon receipt of documentation of same. Any distributions 
from the Trust to a participant or beneficiary under this Section 13(j) (other than reimbursements of interest or 
penalties referred to in the preceding sentence) shall reduce the benefits payable to such participant and/or 
beneficiary under the Plan(s). Notwithstanding anything in this Section 13(j) to the contrary, no distributions 
shall be made pursuant to this Section 13(j) unless they are permitted to be made by Section 409A of the Code 
and the regulations thereunder without penalty to the participant.  
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(k)            In the event that Company shall fail to satisfy any obligation of Company to a Plan 

participant or beneficiary under this Trust Agreement, or in one or more of the Plan(s), after reasonable notice 
and demand with respect thereto, and one or more participants or beneficiaries obtains a final determination by 
a court of competent jurisdiction that Company has so failed, such participant(s) or beneficiary(ies) shall be 
indemnified by the Trust against reasonable and appropriate costs and expenses (including without limitation 
reasonable attorneys’ fees and expenses) relating thereto and the Trust shall be primarily liable for such 
payments. Interest on any Plan benefit payments which such court determines have been delayed to the extent 
interest or similar payments in an equal or greater amount are not provided in the Plan or by the court or 
otherwise shall also be paid from the assets of the Trust. Such interest shall be calculated using a rate of interest 
equal to the rate of interest on ten (10) year United States Treasury obligations, as determined on the first day of 
each calendar quarter, compounded quarterly. If such costs, expenses and interest are not paid from the Trust for 
any reason (including without limitation insufficiency of the Trust’s assets to satisfy such obligations) in a 
reasonably timely manner, such participant(s) or beneficiary(ies) may obtain payment from Company.  
   

(l)             Nothing herein shall be construed as restricting or limiting in any way amendment of the 
Plan(s) in accordance with the terms of the Plan(s).  
   

(m)           Any other provisions of this Trust Agreement to the contrary notwithstanding, this Trust 
shall terminate no later than the twenty-first anniversary of the date of death of the survivor from among a class 
consisting of all of the descendants of the late Joseph P. Kennedy, the former Ambassador to the Court of Saint 
James, who are living on the date of the establishment of the Trust and, if the Trust is still in existence on such 
anniversary date, Trustee shall dispose of the Trust as Company shall direct.  
   

(n)            In case of any conflict or inconsistency between the terms of this Trust Agreement and any 
Plan, the terms of this Trust Agreement shall control.  
   

Section 14. Effective Date .  
   

The effective date of this Trust Agreement shall be the date of its execution set forth on page 1 of the 
Trust Agreement.  
   
   

-- SIGNATURES FOLLOW ON NEXT PAGE --  
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IN WITNESS WHEREOF, the parties hereto have caused the Trust Agreement to be duly executed and 
their respective corporate seals to be hereto affixed on the date set forth on page 1 of the Trust Agreement.  
   

BELLSOUTH CORPORATION  
   
   

(CORPORATE SEAL)  
   
ATTEST: Marcy A. Bass  
   
Title: Assistant Corporate Secretary  
   
   

   
   

   

   
(CORPORATE SEAL)  
   
ATTEST: Robert F. Draths Jr.  
   
Title: Assistant Secretary  
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   By:  /s/ Mark E. Droege  
   Title:  Chairman, Trust Asset  

Management Committee  

   THE NORTHERN TRUST COMPANY, as Trustee  

   By:  /s/ Anita L. Nikolov  

   Title:  Vice President  
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BellSouth Nonqualified Deferred Compensation Plan  
   
BellSouth Corporation Directors Retirement Plan  
   
BellSouth Corporation Deferred Compensation Plan for Non-Employee Directors  
   
BellSouth Corporation Directors’ Compensation Deferral Plan  
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Exhibit 10-vv 
   
   

BELLSOUTH NON-EMPLOYEE DIRECTORS  
CHARITABLE CONTRIBUTION PROGRAM  

   
Charitable Gift Program  
This program, approved by the BellSouth Board of Directors on February 24, 1992, provides for charitable 
contributions of up to $1,000,000, paid by BellSouth Corporation as a part of its overall charitable giving 
program, to eligible institutions designated by each participating director in equal annual increments over a five 
year period following retirement (or death, if earlier) from the Board.  
   
Eligibility to Participate  
Each outside director of BellSouth Corporation (the "Company") is eligible to participate in the program after 
completing five years of service on the Board of BellSouth. In calculating tenure for purposes of the program, 
directors shall be given credit for service on the board of a subsidiary which participates in the BellSouth 
Corporation Directors Retirement Plan. Total service shall be rounded to the nearest whole year. The amount of 
the charitable contribution to be made to eligible institutions designated by a director is prorated for directors 
with between five and ten years of service, beginning at $500,000 for a director with five years of service and 
increasing $100,000 a year with the full amount available after completing ten years of service.  
   
Designation of Recipients  
Each participating director may designate an eligible institution or institutions (with the minimum level of gift 
at $100,000) at any time after becoming eligible to participate in the program, which institution shall be notified 
by the Company or the director of its selection. The director may change the designation at any time prior to the 
time the first installment is payable and the Company will so notify the institution. The Company's Corporate 
Affairs organization will provide assistance to the director, if desired, in selecting an institution and/or in 
negotiating any terms or conditions as to the contribution.  
   
Should a participating director die prior to designation a recipient(s), the designation shall be made by the 
surviving spouse, if any; next, by the personal representative of the estate; failing either within six months of the 
date of the director's death the contribution shall be made to the BellSouth Foundation, Inc.  
   
Publicity as to selection of the recipient shall be coordinated with the Company.  
   
Eligible Institutions  
Charitable contributions are limited to institutions which are eligible for contributions under the Company's 
matching gift program as in effect from time to time or in any successor program designated for this purpose. A 
director shall not designate as a recipient any institution from which the director or the director's family will 
receive property or an economic benefit as a result of the Company's contribution under this program or with 
respect to which such contribution would serve to satisfy any existing or future charitable pledge made by the 
director or member of the director's family.  



   
Charitable Contributions  
Charitable contributions shall be made to the eligible institution or institutions designated by a participating 
director in five equal annual installments. The first installment is payable upon the director's retirement under 
the BellSouth Corporation Non-employee Directors Retirement Plan, attainment of age 55 if later, or death if 
earlier. The following installments are payable at the beginning of the four succeeding years. No contributions 
shall be made to institutions designated by a director if the service of the director terminates by reason other 
than death or retirement under such Retirement Plan or if the director fails to be or remain in good standing.  
   
No institution shall have an enforceable right to receive a charitable contribution under the program. If a 
designated recipient institution fails to continue to qualify as an eligible institution, a successor recipient 
institution shall be designated as otherwise provided above.  
   
Financing  
Charitable contribution payments shall be made by the Company from its general assets. The Company may 
purchase insurance on the lives of outside directors as a means to recoup the costs of the Program. However, no 
such insurance or other Company asset will be segregated for the sole purpose of making charitable contribution 
payments or serve to secure any such payment obligation.  
   
Administration  
The Board of Directors reserves the right to amend the program in any respect or to terminate the program with 
respect to directors prior to their retirement. The Nominating and Compensation Committee of the Board of 
Directors shall be responsible for all determinations that may arise under the program and shall provide for the 
administration of the program.  
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FIRST AMENDMENT  
TO THE  

BELLSOUTH NON-EMPLOYEE DIRECTORS  
CHARITABLE CONTRIBUTION PROGRAM  

   

Effective January 27, 1997  

   
THIS FIRST AMENDMENT is made to the Bellsouth Non-Employee Directors Charitable 

Contribution Program (the "Plan"). Mr. Codina recommended that the following resolutions be approved.  
   

Whereupon, on motion, it was  
   

RESOLVED: that the BellSouth Corporation Nonemployee Director Charitable Contribution 
Program is hereby terminated with respect to, and shall not be available to, members of the Board of Directors 
who are initially elected to the Board after January 27, 1997; and  
   

FURTHER RESOLVED: that the Plan shall continue to be effective with respect to current members 
of the Board of Directors, and is hereby amended to provide that the payout by the Company shall be made in a 
lump sum at the time of the Director's retirement (or death, if earlier) and shall no longer be spread over five 
years.  
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SECOND AMENDMENT  

TO THE  
BELLSOUTH NON-EMPLOYEE DIRECTORS  
CHARITABLE CONTRIBUTION PROGRAM  

   

Effective February 25, 2002  

   
THIS SECOND AMENDMENT is made to the Bellsouth Non-Employee Directors Charitable 

Contribution Program (the "Plan"). The Committee has reviewed and recommends Board approval of a 
recommendation that the Plan be amended to provide for the acceleration of remaining payments under the 
Plan.  
   

Whereupon, on motion, it was  
   

RESOLVED: that the Directors Charitable Contribution Program is hereby amended to provide for the 
acceleration of payments under the Plan, effective January 1, 2003, to complete donation payments by 2008.  
   
   



EXHIBIT 12  
   

AT&T Inc.  
COMPUTATION OF RATIOS OF EARNINGS TO FIXED CHARGES  

Dollars in Millions  
   
   

   
   
   
   

                                                   
         2006       2005       2004       2003       2002    
Income Before Income Taxes, Extraordinary Items                                                  

and Cumulative Effect of Accounting Changes*     $ 8,935    $ 5,267    $ 6,623    $ 7,751    $ 8,685    
Add: Interest Expense        1,843       1,456       1,023       1,191       1,382    

Dividends on Preferred Securities        3       31       24       22       24    
1/3 Rental Expense        290       157       160       140       195    

                                                   
Adjusted Earnings     $ 11,071    $ 6,911    $ 7,830    $ 9,104    $ 10,286    

                                                   
Total Interest Charges     $ 1,916    $ 1,492    $ 1,054    $ 1,228    $ 1,440    
Dividends on Preferred Securities        3       31       24       22       24    
1/3 Rental Expense        290       157       160       140       195    
                                                   

Adjusted Fixed Charges     $ 2,209    $ 1,680    $ 1,238    $ 1,390    $ 1,659    
                                                   
Ratio of Earnings to Fixed Charges        5.01       4.11       6.32       6.55       6.20    
                                                   

*  All periods presented exclude undistributed earnings on investments accounted for under the equity method 
as well as “Income From Discontinued Operations, net of tax” in our Consolidated Statements of Income, 
which was from the sale of our interest in the directory advertising business in Illinois and northwest Indiana.  



   
   
   

Selected Financial and Operating Data  
Dollars in millions except per share amounts                                
At December 31 or for the year ended:     2006 2     2005 3     2004     2003     2002  
Financial Data 1                                
Operating revenues  $ 63,055  $ 43,764  $ 40,733  $ 40,498  $ 42,821  
Operating expenses  $ 52,767  $ 37,596  $ 34,832  $ 34,214  $ 34,383  
Operating income  $ 10,288  $ 6,168  $ 5,901  $ 6,284  $ 8,438  
Interest expense  $ 1,843  $ 1,456  $ 1,023  $ 1,191  $ 1,382  
Equity in net income of affiliates  $ 2,043  $ 609  $ 873  $ 1,253  $ 1,921  
Other income (expense) – net  $ 16  $ 14  $ 922  $ 1,767  $ 733  
Income taxes  $ 3,525  $ 932  $ 2,186  $ 2,857  $ 2,910  
Income from continuing operations  $ 7,356  $ 4,786  $ 4,979  $ 5,859  $ 7,361  
Income from discontinued operations, net of tax 4  $ -  $ -  $ 908  $ 112  $ 112  
Income before extraordinary item and                           

cumulative effect of accounting changes  $ 7,356  $ 4,786  $ 5,887  $ 5,971  $ 7,473  
Net income 5  $ 7,356  $ 4,786  $ 5,887  $ 8,505  $ 5,653  
Earnings per common share:                       

Income from continuing operations  $ 1.89  $ 1.42  $ 1.50  $ 1.77  $ 2.21  
Income before extraordinary item and                        

cumulative effect of accounting changes  $ 1.89  $ 1.42  $ 1.78  $ 1.80  $ 2.24  
Net income 5  $ 1.89  $ 1.42  $ 1.78  $ 2.56  $ 1.70  

Earnings per common share – assuming dilution:                          
Income from continuing operations  $ 1.89  $ 1.42  $ 1.50  $ 1.76  $ 2.20  
Income before extraordinary item and                          

cumulative effect of accounting changes  $ 1.89  $ 1.42  $ 1.77  $ 1.80  $ 2.23  
Net income 5  $ 1.89  $ 1.42  $ 1.77  $ 2.56  $ 1.69  

Total assets  $ 270,634  $ 145,632  $ 110,265  $ 102,016  $ 95,170  
Long-term debt  $ 50,063  $ 26,115  $ 21,231  $ 16,097  $ 18,578  
Construction and capital expenditures  $ 8,320  $ 5,576  $ 5,099  $ 5,219  $ 6,808  
Dividends declared per common share 6  $ 1.35  $ 1.30  $ 1.26  $ 1.41  $ 1.08  
Book value per common share  $ 18.52  $ 14.11  $ 12.27  $ 11.57  $ 10.01  
Ratio of earnings to fixed charges    5.01    4.11    6.32    6.55    6.20  
Debt ratio    34.1%    35.9%    40.0%    32.0%    39.9%  
Weighted-average common shares                           

outstanding (000,000)    3,882    3,368    3,310    3,318    3,330  
Weighted-average common shares                       

outstanding with dilution (000,000)    3,902    3,379    3,322    3,329    3,348  
End of period common shares                       

outstanding (000,000)    6,239    3,877    3,301    3,305    3,318  
Operating Data                        
Network access lines in service (000) 7    66,470    49,413    52,356    54,683    57,083  
DSL lines in service (000) 7    12,161    6,921    5,104    3,515    2,199  
Wireless customers (000) 8    60,962    54,144    49,132    24,027    21,925  
Number of employees    302,770    189,950    162,700    168,950    175,980  
                             
1    Amounts in the above table have been prepared in accordance with U.S. generally accepted accounting principles.  
2    Our 2006 income statement amounts reflect results from BellSouth Corporation (BellSouth) and AT&T Mobility LLC (AT&T Mobility), formerly Cingular Wireless LLC, for the 

two days following the December 29, 2006 acquisition. Our 2006 balance sheet and end-of-year metrics include 100% of BellSouth and AT&T Mobility.  
3    Our 2005 income statement amounts reflect results from AT&T Corp. for the 43 days following the November 18, 2005 acquisition. Our 2005 balance sheet and end-of-year metrics 

include 100% of ATTC.  
4    Our financial statements for all periods presented reflect results from our sold directory advertising business in Illinois and northwest Indiana as discontinued operations. The 

operational results and the gain associated with the sale of that business are presented in “Income from discontinued operations, net of tax.”  
5    Amounts include the following extraordinary item and cumulative effect of accounting changes: 2003, extraordinary loss of $7 related to the adoption of Financial Accounting 

Standards Board Interpretation No. 46 “Consolidation of Variable Interest Entities, an Interpretation of Accounting Research Bulletin No. 51” and the cumulative effect of 
accounting changes of $2,541, which includes a $3,677 benefit related to the adoption of Statement of Financial Accounting Standards No. 143, “Accounting for Asset Retirement 
Obligations” and a $1,136 charge related to the January 1, 2003 change in the method in which we recognize revenues and expenses related to publishing directories from the “issue 
basis” method to the “amortization” method; 2002, charges related to a January 1, 2002 adoption of Statement of Financial Accounting Standards No. 142, “Goodwill and Other 
Intangible Assets.”  

6    Dividends declared by AT&T’s Board of Directors reflect the following: 2003, includes three additional dividends totaling $0.25 per share above our regular quarterly dividend 
payout.  

7    The number presented reflects in-region lines in service (i.e., the 13 states historically served by us). The 2006 number includes BellSouth lines in service.  
8    The number presented represents, for all periods presented, 100% of AT&T Mobility cellular/PCS customers. The 2004 number includes customers from the acquisition of AT&T 

Wireless Services, Inc. Prior to the December 29, 2006 BellSouth acquisition, AT&T Mobility was a joint venture in which we owned 60% and was accounted for under the equity 
method.  
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Management’s Discussion and Analysis of Financial Condition and Results of Operations  
Dollars in millions except per share amounts  
   
For ease of reading, AT&T Inc. is referred to as “we,” “AT&T” or the “Company” throughout this document and the names of 
the particular subsidiaries and affiliates providing the services generally have been omitted. AT&T is a holding company 
whose subsidiaries and affiliates operate in the communications services industry both domestically and internationally 
providing wireline and wireless telecommunications services and equipment as well as directory advertising and publishing 
services. You should read this discussion in conjunction with the consolidated financial statements and accompanying notes. A 
reference to a “Note” in this section refers to the accompanying Notes to Consolidated Financial Statements. In the tables 
throughout this section, percentage increases and decreases that equal or exceed 100% are not considered meaningful and are 
denoted with a dash.  
   
Results of Operations  
Consolidated Results Our financial results are summarized in the table below. We then discuss factors affecting our overall 
results for the past three years. These factors are discussed in more detail in our “Segment Results” section. We also discuss 
our expected revenue and expense trends for 2007 in the “Operating Environment and Trends of the Business” section.  
   
We completed our acquisition of BellSouth Corporation (BellSouth) on December 29, 2006. We thereby acquired BellSouth’s 
40% economic interest in AT&T Mobility LLC (AT&T Mobility), formerly Cingular Wireless LLC (Cingular), resulting in 
100% ownership of AT&T Mobility. Our consolidated results in 2006 include BellSouth’s and AT&T Mobility’s operational 
results for the final two days of the year. (Prior to the acquisition, we reported the income from our 60% share of AT&T 
Mobility as equity in net income (see Note 6).) We completed our acquisition of AT&T Corp. (ATTC) on November 18, 2005 
and have included ATTC results during 2006 and for the 43-day period ended December 31, 2005. In accordance with U.S. 
generally accepted accounting principles (GAAP), operating results from BellSouth, AT&T Mobility and ATTC prior to their 
respective acquisition dates are excluded. Our financial statements reflect results from our sold directory advertising business 
in Illinois and northwest Indiana as discontinued operations (see Note 15). The operational results and the gain associated with 
the sale of that business are presented in the “Income From Discontinued Operations, net of tax” line item below and on the 
Consolidated Statements of Income.  
   

   
Overview  
Operating income As noted above, 2006 revenues and expenses reflect the addition of ATTC’s results while our 2005 results 
include only 43 days. Accordingly, the following discussion of changes in our revenues and expenses is significantly affected 
by the ATTC acquisition. As we only include two days of operating results from BellSouth and AT&T Mobility, those results 
had little impact on our 2006 consolidated results. Accordingly, except where noted, when we discuss 2006 results, we will be 
referring only to pre-BellSouth merger AT&T operations.  
   
Our operating income increased $4,120, or 66.8%, in 2006 and $267, or 4.5%, in 2005. Our operating income margin 
decreased from 14.5% in 2004 to 14.1% in 2005 and increased to 16.3% in 2006. Operating income increased primarily due to 
the acquisition of ATTC and reflected expense reductions through merger synergies, partially offset by additional amortization 
expense on those intangibles identified at the time of our acquisition of ATTC, merger-related charges for the BellSouth 
acquisition and by the negative effects of a continued decline in access lines. Our operating income margin decrease in 2005 
reflects expense associated with a charge to terminate an agreement with WilTel Communications (WilTel) and merger-related 
charges.  
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                 Percent Change     
                  2006 vs.  2005 vs.  
     2006    2005    2004  2005  2004  
Operating revenues  $ 63,055  $ 43,764  $ 40,733  44.1%  7.4%    
Operating expenses    52,767    37,596    34,832  40.4  7.9  
Operating income    10,288    6,168    5,901  66.8  4.5  
Income before income taxes    10,881    5,718    7,165  90.3  (20.2)  
Income from continuing operations    7,356    4,786    4,979  53.7  (3.9)  
Income from discontinued operations, net of tax    -    -    908  -  -  
Net income    7,356    4,786    5,887  53.7  (18.7)  
Diluted earnings per share    1.89    1.42    1.77  33.1  (19.8)     



Management’s Discussion and Analysis of Financial Condition and Results of Operations, continued  
Dollars in millions except per share amounts  
   
Our operating income was slightly offset by the continued decline of retail access lines due to increased competition, as 
customers continue to disconnect both primary and additional lines and began using wireless and Voice over Internet Protocol 
(VoIP) technology offered by competitors and cable instead of phone lines for voice and data.  
   
Operating revenues increased $19,291, or 44.1%, in 2006 and $3,031, or 7.4%, in 2005. These increases were primarily due 
to our acquisition of ATTC and to an increased demand for data products. The increases were slightly offset by continued 
pressure in voice, reflecting access line decreases and by decreased demand for local wholesale services.  
   
Operating expenses increased $15,171, or 40.4%, in 2006 and $2,764, or 7.9%, in 2005 primarily due to our acquisition of 
ATTC. The 2006 increase also includes merger-integration costs associated with the BellSouth and ATTC acquisitions of $774 
and amortization expense on intangible assets identified at the time of the ATTC merger of $943. Operating expenses were 
$330 lower due to a change in our vacation policy (see Note 2) and workforce reductions. As of December 31, 2006, we were 
ahead of schedule with our targeted workforce reductions associated with the ATTC acquisition.  
   
The increase in 2005 operating expense includes a $236 charge to terminate an agreement with WilTel, merger-related asset 
impairments of $349 and severance accrual increases of $283 related to the ATTC acquisition. Partially offsetting these items 
were decreases due to expenses incurred in 2004 related to strike preparation and labor-contract settlements of $263 and to a 
net decrease of $186 reflecting changes in postretirement benefits in 2005 and 2004. Our significant expense changes are 
discussed in greater detail in our “Segment Results” sections.  
   
Interest expense increased $387, or 26.6%, in 2006 and $433, or 42.3%, in 2005. The increase in 2006 was primarily due to 
recording a full year of interest expense on ATTC’s outstanding debt.  
   
The increase in 2005 was primarily due to issuing additional debt in the fourth quarter of 2004, thus accruing interest expense 
for a full 12 months of 2005 in comparison to less than three months of 2004. In 2004 we issued debt totaling approximately 
$8,750 to finance our portion of AT&T Mobility’s purchase price for AT&T Wireless Services, Inc. (AWE).  
   
Interest income decreased $6, or 1.6%, in 2006 and $109, or 22.2%, in 2005. The decrease in 2006 was primarily due to the 
lower average balance in 2006 on our shareholder loan to AT&T Mobility, which was partially offset by increased intrest 
income on advances to AT&T Mobility under the terms of our revolving credit agreement (see Note 14). Prior to the 
December 29, 2006 acquisition of BellSouth, AT&T Mobility borrowed funds from us under a shareholder loan and revolving 
credit agreement. Following the BellSouth acquisition, AT&T Mobility became a wholly-owned subsidiary and our 
consolidated financial statements will no longer include interest income or interest expense paid from subsidiaries.  
   
The decrease in 2005 was primarily due to lower investment balances during 2005 as investments held for the majority of 2004 
were liquidated and used to fund our portion of AT&T Mobility’s purchase price for AWE, and less income earned on our 
advances to AT&T Mobility resulting from payments during 2005 on a portion of outstanding advances due to us.  
   
Equity in net income of affiliates increased $1,434 in 2006 and decreased $264, or 30.2%, in 2005. The increase in 2006 was 
primarily due to our proportionate share of AT&T Mobility’s improved results of $1,308 in 2006. The 2005 decrease was due 
to lower results from our international holdings of $345, partially offset by an increase of $170 in our proportionate share of 
AT&T Mobility’s results.  
   
Investments in partnerships, joint ventures and less than majority-owned subsidiaries where we have significant influence are 
accounted for under the equity method. Prior to the December 29, 2006 BellSouth acquisition (see Note 2), we accounted for 
our 60% economic interest in AT&T Mobility under the equity method since we had been sharing control equally with 
BellSouth. We had equal voting rights and representation on the Board of Directors that controlled AT&T Mobility. (After the 
BellSouth acquisition, AT&T Mobility became a wholly-owned subsidiary of AT&T and wireless results will be reflected in 
operating revenues and expenses on our Consolidated Statements of Income.)  
   
Other income (expense) – net We had other income of $16 in 2006, $14 in 2005 and $922 in 2004. There were no 
individually significant other income or expense transactions during 2006.  
   
Results for 2005 primarily included a gain of $108 on the sales of shares of Amdocs Limited (Amdocs), American Tower 
Corp. (American Tower) and Yahoo! Inc. (Yahoo) and other miscellaneous gains. These gains were partially offset by other  
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Management’s Discussion and Analysis of Financial Condition and Results of Operations, continued  
Dollars in millions except per share amounts  
   
expenses of $126 to reflect an increase in value of a third-party minority holder’s interest in an AT&T subsidiary’s preferred 
stock and other miscellaneous expenses.  
   
Results for 2004 primarily included a gain of $832 on the sale of our investment in Belgacom S.A., gains of $270 on the sales 
of shares of Amdocs and Yahoo, and a gain of $57 on the sales of shares of Teléfonos de México, S.A. de C.V. (Telmex) and 
América Móvil S.A. de C.V. (América Móvil). Included in items that partially offset those gains were losses of $138 on the 
sale of all of our shares of TDC and $82 on the sale of all of our shares of Telkom S.A. Limited.  
   
Income taxes increased $2,593 in 2006 and decreased $1,254, or 57.4%, in 2005. Our effective tax rate in 2006 was 32.4%, 
compared to 16.3% in 2005 and 30.5% in 2004. The increase in income tax expense in 2006 compared to 2005 was primarily 
due to the higher income before income taxes in 2006 and our agreement in December 2005 with the Internal Revenue Service 
(IRS) to settle certain claims principally related to the utilization of capital losses and tax credits for tax years 1997-1999. The 
settlement resulted in our recognition of $902 of reduced income tax expense in 2005. The decrease in income taxes and our 
effective tax rate in 2005 compared to 2004 was due primarily to our agreement with the IRS, discussed above. (See Note 9)  
   
Income from discontinued operations was $908 in 2004 and represents results from the directory advertising business in 
Illinois and northwest Indiana that we sold in 2004. (See Note 15)  
   
Segment Results  
   
Our segments represent strategic business units that offer different products and services and are managed accordingly. As a 
result of our November 18, 2005 acquisition of ATTC we revised our segment reporting to represent how we now manage our 
business, restating prior periods to conform to the current segments. Due to the proximity of our December 29, 2006 
acquisition of BellSouth to year-end, we have reported the two days of results from BellSouth in the other segment. Our 
operating segment results presented in Note 4 and discussed below for each segment follow our internal management 
reporting. We analyze our various operating segments based on segment income before income taxes (see Note 4). Each 
segment’s percentage of total segment operating revenue calculation is derived from our segment results table in Note 4 and 
reflects amounts before eliminations. Operating income percentage fluctuations were largely due to improved results in our 
wireless segment as well as the inclusion of ATTC in our wireline segment for all of 2006, as opposed to only 43 days in 2005. 
We have four reportable segments: (1) wireline, (2) wireless, (3) directory and (4) other.  
   
The wireline segment accounted for approximately 58% of our 2006 total segment operating revenues as compared to 50% in 
2005; and 54% of our 2006 total segment income as compared to 58% in 2005. This segment provides both retail and 
wholesale landline telecommunications services, including local and long-distance voice, switched access, Internet Protocol 
(IP) and Internet access data, messaging services, managed networking to business customers, our U-verse SM video service 
and satellite television services through our agreement with EchoStar Communications Corp. (EchoStar).  
   
The wireless segment accounted for approximately 37% of our 2006 total segment operating revenues as compared to 44% in 
2005; and 21% of our 2006 total segment income as compared to 7% in 2005. This segment offers both wireless voice and data 
communications services across the United States, providing cellular and PCS services. This segment reflects 100% of the 
results reported by AT&T Mobility, which was our wireless joint venture with BellSouth prior to the December 29, 2006 
acquisition and is now a wholly-owned subsidiary of AT&T. Although we analyze AT&T Mobility’s revenues and expenses 
under the wireless segment, we eliminated all results from the wireless segment prior to our December 29, 2006 acquisition in 
our consolidated financial statements and reported our 60% proportionate share of results from that period as equity in net 
income of affiliates. The results from the wireless segment for the two days following the acquisition are not eliminated and 
are now included in the 2006 consolidated company results.  
   
The directory segment accounted for approximately 4% of our 2006 total segment operating revenues as compared to 5% in 
2005; and 12% of our 2006 total segment income as compared to 27% in 2005. This segment includes our directory operations, 
which publish Yellow and White Pages directories and sell directory and Internet-based advertising. This segment does not 
include BellSouth’s directory operations for the two days following the December 29, 2006 acquisition, which are recorded in 
the other segment. In November 2004, a subsidiary in our directory segment entered into a joint venture agreement with 
BellSouth and acquired the Internet directory publisher YELLOWPAGES.COM (YPC). Following the December 29, 2006 
acquisition of BellSouth, YPC became a wholly-owned subsidiary of AT&T.  
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Management’s Discussion and Analysis of Financial Condition and Results of Operations, continued  
Dollars in millions except per share amounts  
   
The other segment accounted for approximately 1% of our 2006 and 2005 total segment operating revenues and 13% of our 
2006 total segment income, as compared to 8% in 2005. This segment includes 100% of the results of BellSouth for the two 
days following the December 29, 2006 acquisition, as well as results from Sterling Commerce Inc. (Sterling) and from all 
corporate and other operations. In addition, the other segment contains our portion of the results from our international equity 
investments and from AT&T Mobility, prior to the December 29, 2006 acquisition, as equity in net income of affiliates. 
Although we analyze AT&T Mobility’s revenues and expenses under the wireless segment, we record its equity in net income 
of affiliates in this segment. We sold our paging operations in November 2005.  
   
The following tables show components of results of operations by segment. We discuss significant segment results following 
each table. We discuss capital expenditures for each segment in “Liquidity and Capital Resources.” In addition, the wireless 
segment’s 2005 operating revenue and expense percentage increases and decreases are not considered meaningful due to 
AT&T Mobility’s fourth-quarter 2004 acquisition of AWE, and are denoted with a dash.  
   
Wireline  
Segment Results  

   
Operating Margin Trends  
Our wireline segment operating income margin was 14.3% in 2006, compared to 10.7% in 2005 and 2004. Our wireline 
segment operating income increased $4,129 in 2006 and $328 in 2005. The improving operating income and margin primarily 
reflects incremental revenue and expenses from our acquisition of ATTC for the year in 2006 and for the last 43 days in 2005, 
as well as lower expenses as a result of merger synergies. This improvement was partially offset by additional amortization 
expense and lower voice revenue as a result of continued in-region (i.e., the 13 states historically served by us) access line 
declines due to increased competition, as customers disconnected lines and switched to competitors’ alternative technologies, 
such as wireless and VoIP, for voice and data.  
   
The improvement in our wireline segment operating income in 2005 was due primarily to the continued growth in our data and 
long-distance revenues, which more than offset the loss of voice revenue. During 2005, our operating income margin was 
pressured on the cost side due to a charge to terminate an existing agreement with WilTel and by higher costs caused by our 
growth initiatives in long distance and DSL. Additionally, our co-branded AT&T | DISH Network satellite TV service, sales in 
the large-business market and higher repair costs caused by severe weather in our traditional regions also put pressure on our 
operating income margin.  
   
Voice revenues increased $9,424, or 38.5%, in 2006 and $931, or 4.0%, in 2005 primarily due to the acquisition of ATTC. 
Included in voice revenues are revenues from long distance, local voice and local wholesale services. Voice revenues do not 
include any of our VoIP revenues, which are included in data revenues.  
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      Percent Change     
               2006 vs.  2005 vs.     
   2006  2005     2004  2005  2004     
Segment operating revenues                              

Voice  $ 33,908  $ 24,484  $ 23,553    38.5%    4.0%  
Data    18,068    10,734    9,046    68.3    18.7  
Other    6,500    4,287    3,850    51.6    11.4  

Total Segment Operating Revenues    58,476    39,505    36,449    48.0    8.4  
Segment operating expenses                           

Cost of sales    26,206    17,945    16,412    46.0    9.3  
Selling, general and administrative    14,305    9,912    8,821    44.3    12.4  
Depreciation and amortization    9,614    7,426    7,322    29.5    1.4  

Total Segment Operating Expenses    50,125    35,283    32,555    42.1    8.4  
Segment Income  $ 8,351  $ 4,222  $ 3,894    97.8%    8.4%     

   •  Long-distance revenues increased $9,268 in 2006 and $1,673 in 2005. The increase in long-distance revenues in 2006 
was driven almost entirely by the acquisition of ATTC. Also contributing to the increase in 2006 were higher long-
distance penetration levels. However, our long-distance revenue growth continued to slow in 2006, reflecting 
continuing market  
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Data revenues increased $7,334, or 68.3%, in 2006 and $1,688, or 18.7%, in 2005. The increase in data revenues was due to 
increases in IP data of $2,846 in 2006 and $931 in 2005, increases in transport of $2,427 in 2006 and $433 in 2005 and 
increases in packet switched services of $2,061 in 2006 and $324 in 2005, all of which increased predominantly due to the 
acquisition of ATTC. Data revenues accounted for approximately 31% of our wireline operating revenues in 2006, 27% in 
2005 and 25% in 2004.  
   
Included in IP data revenues are DSL, dedicated Internet access, Virtual Private Network (VPN) and other hosting services. 
Contributing to the increase in IP data services was continued growth in DSL, our broadband Internet-access service. DSL 
service increased data revenues $427 in 2006 and $444 in 2005, reflecting an increase in DSL lines in service and, in 2005, 
was partially driven by lower-priced promotional offerings as a response to competitive pricing pressures. Revenue from our 
VPN product also contributed to IP data growth in 2006.  
   
Our transport services, which include DS1s and DS3s (types of dedicated high-capacity lines), and SONET (a dedicated high-
speed solution for multi-site businesses), represented approximately 50% of total data revenues in 2006, 61% of total data 
revenues in 2005 and 67% of total data revenues in 2004. This decrease in percentage was primarily driven by higher revenue 
growth from IP-based technology, slightly offset by revenue growth from transport services. Revenue growth in 2006 was due 
to an increase in demand for transport services partially offset by competitive pricing.  
   
Our packet switched services includes Frame Relay, asynchronous transfer mode (ATM) and managed packet services. As 
customers continue to shift from this traditional technology to IP-based technology, we expect these services to decline as a 
percentage of our overall data revenues.  
   
Other operating revenues increased $2,213, or 51.6%, in 2006 and $437, or 11.4%, in 2005. The 2006 increase was primarily 
due to incremental revenue from our acquisition of ATTC. Major items included in other operating revenues are integration 
services and customer premises equipment, outsourcing, directory and operator assistance services and government-related 
services, which account for more than 67% of total revenue for all periods. Our co-branded AT&T | DISH Network satellite 
TV service increased revenue $36 in 2006 and $196 in 2005. Our AT&T | DISH revenue growth in 2006 moderated due to the 
restructuring of our agreement with EchoStar in September 2005, which put us on a commission basis when signing up future 
customers. Price increases, primarily in directory assistance, increased revenues $35 in 2006 and $23 in 2005. Revenue also 
increased $70 from intellectual property license fees in 2006.  
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      maturity and a continuing decline in ATTC’s mass-market customers. Competitive pricing for large-business customers 
also contributed to slowing long-distance revenue growth in 2006. The increase in long-distance revenues in 2005 was 
driven primarily by the acquisition of ATTC. Also contributing to the increase in 2005 were increases in long-distance 
penetration levels and sales of combined long-distance and local calling fixed-fee offerings (referred to as “bundling”). 
These increases were partially offset by continued market maturity, which slowed revenue growth in 2005.  

   •  Local voice revenues increased $708 in 2006 and decreased $607 in 2005. The increase in local voice revenues in 2006 
primarily reflects our acquisition of ATTC. However, we expect that revenues from ATTC’s mass-market customers 
will continue to decline on a sequential quarterly basis. Local voice revenues in 2006 and 2005 were negatively 
impacted by continued declines in customer demand, calling features (e.g., Caller ID and voice mail), inside wire and 
retail payphone revenues. We expect our local voice revenue to continue to be negatively affected by increased 
competition, including customers shifting to competitors’ wireless and VoIP technology for voice, and the 
disconnection of additional lines for DSL service and other reasons. Partially offsetting these demand-related declines 
in 2006 were revenue increases related to pricing increases for regional telephone service and calling features.  

   •  Lower demand for local wholesale services, primarily due to the decline in Unbundled Network Element-Platform 
(UNE-P) lines, decreased revenue $552 in 2006 and $135 in 2005. Lines provided under the former UNE-P rules 
(which ended in March 2006) declined, as competitors moved to alternate arrangements to serve their customers or 
their customers chose an alternative technology. (UNE-P lines are classified as wholesale in the “Access Line 
Summary” table.) In 2006, these demand-related decreases were partially offset by price increases as we entered into 
long-term contracts with our competitors. Competitors who represented a majority of our UNE-P lines have signed 
commercial agreements with us and therefore remain our wholesale customers. For the remaining UNE-P lines, we 
believe, based on marketing research, that customers primarily switched to competitors using alternative technologies 
or their own networks as opposed to returning as our retail customers.  
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Cost of sales expenses increased $8,261, or 46.0%, in 2006 and $1,533, or 9.3%, in 2005. The 2006 increase was primarily 
due to recording additional expenses resulting from the acquisition of ATTC. Cost of sales consists of costs we incur in order 
to provide our products and services, including costs of operating and maintaining our networks. Costs in this category include 
our repair technicians and repair services, certain network planning and engineering expenses, operator services, information 
technology, property taxes related to elements of our network and payphone operations. Pension and postretirement costs, net 
of amounts capitalized as part of construction labor, are also included to the extent that they are allocated to our network labor 
force and other employees who perform the functions listed in this paragraph.  
   
In addition to the impact of the ATTC acquisition, cost of sales in 2006 increased due to the following:  

   
Partially offsetting these increases, cost of sales in 2006 decreased due to:  

   
In addition to the impact of ATTC, cost of sales in 2005 increased due to the following:  

   
Partially offsetting these increases, cost of sales in 2005 decreased due to:  

 
Selling, general and administrative expenses increased $4,393, or 44.3%, in 2006 and $1,091, or 12.4%, in 2005. The 2006 
increase was primarily related to recording increased expenses due to the acquisition of ATTC. Selling, general and 
administrative expenses consist of our provision for uncollectible accounts; advertising costs; sales and marketing functions, 
including our retail and wholesale customer service centers; centrally managed real estate costs, including maintenance and 
utilities on all owned and leased buildings; credit and collection functions; and corporate overhead costs, such as finance, legal, 
human resources and external affairs. Pension and postretirement costs are also included to the extent that they relate to 
employees who perform the functions listed in this paragraph.  
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   •  Higher nonemployee-related expenses such as contract services, agent commissions and materials and supplies costs, 
of $163.  

   •  Higher in-region benefit expenses, consisting primarily of our combined net pension and postretirement cost, increased 
expense $159, primarily due to changes in our actuarial assumptions, which included the reduction of our discount rate 
from 6.00% to 5.75% (which increases expense), and amortization of net losses on plan assets in prior years.  

   •  Higher traffic compensation expenses (for access to another carrier’s network) of $109 primarily due to increased 
volume of local traffic (telephone calls) terminating on competitor networks and wireless customers.  

   •  Salary and wage merit increases and other bonus accrual adjustments of $48.  

   •  Equipment sales and related network integration services decreased $418 primarily due to lower demand and as a result 
of the September 2005 amendment of our agreement for our co-branded AT&T | DISH Network satellite TV service. 
Prior to restructuring our relationship with EchoStar in September 2005, we had been recording both revenue and 
expenses for AT&T | DISH Network satellite TV customers, resulting in relatively high initial customer acquisition 
costs. Costs associated with equipment for large-business customers (as well as DSL and, previously, satellite video) 
typically are greater than costs associated with services that are provided over multiple years.  

   •  Lower employee levels, primarily salary and wages, decreased expenses $296.  

   •  A change made during 2006 in our policy regarding the timing for earning vacation days decreased expenses $225.  

   •  Merger severance expenses in the prior year were higher than in the current year by $176.  

   •  In-region weather-related repair costs incurred in 2005 decreased expenses $100 in 2006.  

   •  Severance expenses in the prior year were higher than in the current year by $73.  

   •  Higher traffic compensation expenses of $330 primarily due to growth in our long-distance service.  

   •  Higher equipment sales and related network integration services of $195 reflecting our emphasis on growth in DSL and 
sales in the large-business market and video.  

   •  Merger severance accruals in 2005 of $176  

   •  Salary and wage merit increases and other bonus accrual adjustments of $170.  

   •  Repair costs related to severe weather increased expenses $100.  

   •  Lower employee levels decreased expenses, primarily salary and wages, by $322.  

   •  In-region benefit expenses (consisting primarily of our combined net pension and postretirement cost) decreased $154 
due to the one-time accrual in 2004 for a retiree bonus as a result of the settlement of our labor-contract negotiations, 
$12 as a result of changes made in 2005 to medical coverage for most managers and $20 related to changes in phone 
concessions for out-of-region retirees.  

   •  Nonemployee-related expenses such as contract services, agent commissions and materials and supplies costs 
decreased $100.  
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In addition to the impact of the ATTC acquisition, selling, general and administrative expenses in 2006 also increased due to 
the following:  

   
Partially offsetting these increases, selling, general and administrative expenses in 2006 decreased due to:  

   
In addition to the impact of ATTC, selling, general and administrative expenses in 2005 increased due to:  

   
Partially offsetting these increases, expenses in 2005 decreased due to the following:  

   
Depreciation and amortization expenses increased $2,188, or 29.5%, in 2006 and $104, or 1.4%, in 2005 primarily due to 
higher depreciable and amortizable asset bases as a result of the ATTC acquisition.  
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   •  Other in-region wireline segment costs of $809 primarily due to advertising costs related to promotion of the AT&T 
brand name. In addition, other advertising expenses increased $117.  

   •  Higher nonemployee-related expenses, such as contract services, agent commissions and materials and supplies costs 
of $103.  

   •  Higher in-region benefit expenses, consisting primarily of our combined net pension and postretirement cost, increased 
expense $73, primarily due to changes in our actuarial assumptions, which included the reduction of our discount rate 
from 6.00% to 5.75% (which increases expense) and net losses on plan assets in prior years.  

   •  ATTC merger-related asset impairment charges of $349 and merger-related severance expense of $107 in the prior year 
resulted in lower expenses in 2006.  

   •  Lower employee levels, primarily salary and wages, decreased expenses by $239.  

   •  Expenses decreased in 2006 due to a charge of $236 in 2005 to terminate existing agreements with WilTel, which will 
continue to provide transitional and out-of-market long-distance services under a new agreement, which commenced in 
November 2005 as a result of our acquisition of ATTC.  

   •  A change made during 2006 in our policy regarding the timing for earning vacation days decreased expenses $96.  

   •  Our provision for uncollectible accounts decreased $87, as we experienced fewer losses from our retail customers and a 
decrease in bankruptcy filings by our wholesale customers.  

   •  ATTC merger-related asset impairment charges of $349 and merger-related severance expense of $107 increased 
expenses.  

   •  Expenses increased due to a charge of $236 to terminate an existing agreement with WilTel.  

   •  Salary and wage merit increases and other bonus accrual adjustments increased expenses $108.  

   •  Lower employee levels decreased expenses, primarily salary and wages, by $264.  

   •  In-region benefit expenses (consisting primarily of our combined net pension and postretirement cost) decreased $79 
due to the one-time accrual in 2004 for a retiree bonus as a result of the settlement of our labor contract negotiations, 
$66 as a result of changes made to management medical coverage in 2005 and $73 related to changes in phone 
concessions for out-of-region retirees.  

   •  Lower nonemployee-related expenses, such as contract services, agent commissions and materials and supplies costs of 
$59.  

   •  Our provision for uncollectible accounts decreased $55, as we experienced fewer losses from our retail customers and a 
decrease in bankruptcy filings by our wholesale customers.  
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Supplemental Information  
   
Access Line Summary  Our in-region switched access lines at December 31, 2006 and 2005 are shown below and access line 
trends are addressed throughout this segment discussion.  
   

1 Wireline In-region represents access lines served by AT&T’s ILECs (excludes subsidiaries of BellSouth).  
2 Competitive local exchange carriers (CLECs)  
3 Broadband connections include DSL lines of 8,529 in 2006 and 6,921 in 2005, U-verse high-speed Internet access and satellite broadband.  
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Wireline In-Region 1          
Switched Access Lines          
      Percent Change    
               2006 vs.  2005 vs.    
(In 000’s)  2006  2005     2004  2005  2004    
Retail Consumer                          

Primary    21,841    22,793    23,206    (4.2)%   (1.8)%  
Additional    3,466    3,890    4,322    (10.9)    (10.0)  

Retail Consumer Subtotal    25,307    26,683    27,528    (5.2)    (3.1)  
                            
Retail Business    17,136    17,457    17,552    (1.8)    (0.5)  
Retail Subtotal    42,443    44,140    45,080    (3.8)    (2.1)  

Percent of total switched access lines    91.7%   89.3%   86.1%           
                            
Wholesale                           

Sold through ATTC    1,044    1,638    2,337    (36.3)    (29.9)  
Sold to other CLECs 2    2,571    3,300    4,509    (22.1)    (26.8)  

Wholesale Subtotal    3,615    4,938    6,846    (26.8)    (27.9)  
Percent of total switched access lines    7.8%   10.0%   13.1%           

                            
Payphone (Retail and Wholesale)    249    335    430    (25.7)    (22.1)  

Percent of total switched access lines    0.5%   0.7%   0.8%           
                            
Total Switched Access Lines    46,307    49,413    52,356    (6.3)%   (5.6)%  

                            
Broadband Connections 3    8,538    6,921    5,104    23.4%    35.6%  
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Wireless  
Segment Results  

   
Accounting for AT&T Mobility  
The wireless segment reflects 100% of the results reported by AT&T Mobility (formerly Cingular), which was our wireless 
joint venture with BellSouth prior to the December 29, 2006 acquisition and became a wholly-owned subsidiary of AT&T. 
Prior to the acquisition of BellSouth, we accounted for our 60% economic interest in our AT&T Mobility joint venture under 
the equity method of accounting in our consolidated financial statements. This means that for periods prior to the acquisition, 
our consolidated results included AT&T Mobility’s results in the “Equity in net income of affiliates” line. Once the acquisition 
closed and AT&T Mobility became a wholly-owned subsidiary, GAAP requires that results from the wireless segment be 
included as operating revenues and expenses in our consolidated results. Accordingly, results from this segment for the last 
two days of 2006 were included as operating revenues and expenses and not in the “Equity in net income of affiliates” line.  
   
When analyzing our segment results, we evaluate AT&T Mobility’s results on a stand-alone basis using information provided 
by AT&T Mobility during the year. For periods before the acquisition, including 100% of AT&T Mobility’s results in our 
wireless segment operations (rather than 60% in equity in net income of affiliates) affected the presentation of this segment’s 
revenues, expenses, operating income, nonoperating items and segment income but did not affect our consolidated net income.  
   
Acquisition of AT&T Wireless Services, Inc. (AWE)  
On October 26, 2004, AT&T Mobility acquired AWE for approximately $41,000 in cash. We and BellSouth funded, by means 
of an equity contribution to AT&T Mobility, a significant portion of the acquisition’s purchase price. Based on our 60% equity 
ownership of AT&T Mobility, and after taking into account cash on hand at AWE, we provided approximately $21,600 to fund 
the purchase price.  
   
Wireless Customer and Operating Trends  
As of December 31, 2006, we served 61.0 million wireless customers, compared to 54.1 million at December 31, 2005 and 
49.1 million at December 31, 2004. Wireless customer net additions increased 37.7% in 2006 and 50.0% in 2005 with 54% of 
the 2006 net additions coming from postpaid customers, 28% from resellers and 18% from prepaid customers. Postpaid 
customer growth was driven by lower churn, which benefited from network and customer service improvements and continued 
high levels of advertising over the past year. Also contributing to the increase in net additions was a significant increase in 
prepaid gross additions. Gross customer additions were 19.2 million in 2006 and 18.5 million in 2005. Postpaid customer gross 
additions declined due to the streamlining of operations, such as the reduction of retail stores and agents, and fewer customers 
switching to AT&T Mobility from other providers related to lower industry churn.  
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      Percent Change 1    
               2006 vs.  2005 vs.  
   2006  2005     2004  2005  2004  
Segment operating revenues                           

Service  $ 33,756  $ 30,638  $ 17,602    10.2%    -  
Equipment    3,750    3,795    1,963    (1.2)    -  

Total Segment Operating Revenues    37,506    34,433    19,565    8.9    -  
Segment operating expenses                           

Cost of services and equipment sales    15,056    14,387    7,611    4.7    -  
Selling, general and administrative    11,447    11,647    7,349    (1.7)    -  
Depreciation and amortization    6,436    6,575    3,077    (2.1)    -  

Total Segment Operating Expenses    32,939    32,609    18,037    1.0    -  
Segment Operating Income    4,567    1,824    1,528    -    19.4  
Interest Expense    1,186    1,260    900    (5.9)    40.0  
Equity in Net Income (Loss) of Affiliates    -    5    (415)    -    -  
Other – net    (139)   (38)    (70)    -    45.7  
Segment Income  $ 3,242  $ 531  $ 143    -    -  
1  AT&T Mobility’s 2005 operating revenue and expense percentage increases and decreases are not considered meaningful due to AT&T Mobility’s fourth-quarter 

2004 acquisition of AWE and are denoted with a dash.  
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Competition, lower industry churn and increased wireless penetration as the wireless market matures will continue to impact 
wireless gross additions, revenue growth, expenses and put pressure on margins. We expect that future revenue growth will 
become increasingly dependent on minimizing customer turnover (customer churn) and on increasing service average revenue 
per user/customer (ARPU).  
   
Our wireless segment ARPU has weakened slightly over the past several years, as we have offered a broader array of plans to 
expand our customer base, including increased growth among lower-ARPU prepaid and reseller customers. We have also 
responded to increasing competition, resulting in pricing reductions. Additionally, the increase in prepaid and reseller 
customers over the past year has contributed to the decline in ARPU. We expect continued pressure on ARPU, despite our 
increasing revenue from data services.  
   
ARPU declined 1.1% in 2006 due to a decrease in local service, net roaming and other revenue per customer mostly offset by a 
44.8% increase in average data revenue per customer and increased long-distance revenue per customer. The continued 
increase in data revenue was related to increased use of text messaging, Internet access, email and other data services, which 
we expect to grow as we continue expanding our third-generation (3G) service. ARPU declined 0.1% in 2005 due to a decrease 
in local service and net roaming revenue per customer virtually offset by an increase of 115% in average data revenue per 
customer and increased long-distance revenue per customer. In 2006, local service revenue per customer declined primarily 
due to the addition of a disproportionately higher percentage of prepaid and reseller customers which provide significantly 
lower ARPU than postpaid customers; customer shifts to all-inclusive rate plans that offer lower monthly charges; free mobile-
to-mobile plans that allow our wireless customers to call other AT&T Mobility customers at no charge and, to a lesser extent, 
“rollover” minutes. An increase in customers on rollover plans tends to lower average monthly revenue per customer, since 
unused minutes (and associated revenue) are deferred until subsequent months for up to one year.  
   
The effective management of wireless customer churn is critical to our ability to maximize revenue growth and to maintain and 
improve margins. Wireless customer churn rate is calculated by dividing the aggregate number of wireless customers 
(primarily prepaid and postpaid) who cancel service during each month in a period by the total number of wireless customers 
at the beginning of each month in that period. Our wireless segment churn rate was 1.8% in 2006, down from 2.2% in 2005 
and 2.7% in 2004. The churn rate for postpaid customers was 1.5% in 2006, down from 1.9% in 2005 and 2.3% in 2004. The 
decline in postpaid churn reflects continuing benefits from the acquisition of AWE, including more affordable rate plans, 
broader network coverage and higher network quality, as well as exclusive devices and free mobile-to-mobile calling among 
our wireless customers.  
   
While we anticipate continued improvements to our wireless network and customer care and more attractive customer 
offerings, we expect additional disconnects from the ongoing phase out of the former AWE prepaid plans and from customers 
that have been using the analog and Time Division Multiple Access (TDMA) networks; we plan to cease operating these 
networks in early 2008. These disconnects, plus the increasing mix of prepaid and reseller customers in our customer base, are 
expected to pressure churn rates in the future.  
   
We expect cost of services to stabilize due to the substantial completion of our network integration of AWE and reduced 
payments to T-Mobile USA (T-Mobile) for the use of its network in California and Nevada, and to a lesser extent, lower 
expenses related to operating, maintaining and decommissioning outdated networks that duplicated our Global System for 
Mobile Communication (GSM) networks while integrating networks acquired from AWE. AT&T Mobility’s remaining 
purchase commitment to T-Mobile was $202 at December 31, 2006. As of December 31, 2006, more than 91% of AT&T 
Mobility’s customers in California and Nevada were on the AT&T Mobility network.  
   
Wireless Operating Results  
Our wireless segment operating income margin was 12.2% in 2006, 5.3% in 2005 and 7.8% in 2004. The higher margin in 
2006 was primarily due to revenue growth of $3,073, which exceeded our increase in operating expenses of $330.  
   
The lower margins in 2005 and 2004 were primarily attributable to the acquisition of AWE in late October 2004. Operating 
expenses increased $14,572 in 2005 and $4,714 in 2004. More than offsetting these operating expenses was revenue growth of 
$14,868 in 2005. In 2004, revenue growth of $3,988 partially offset the increased operating expenses.  

   
Service revenues are comprised of local voice and data services, roaming, long-distance and other revenue. Service 
revenues increased $3,118, or 10.2%, in 2006 and $13,036 in 2005 and consisted of:  
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Equipment revenues decreased $45, or 1.2%, in 2006 and increased $1,832 in 2005. The decrease in 2006 was due to a 
decline in handset revenues as a result of increased rebate and equipment return credits and lower priced handsets, mostly 
offset by increased handset unit sales and pricing on handset upgrades and accessories attributable to customer purchases 
of devices with more advanced features. The increased handset unit sales related to the higher gross customer additions 
and customer upgrades. The increase in 2005 was due to increased handset revenues primarily as a result of significantly 
higher gross customer additions, primarily related to the acquisition of AWE, and increases in existing customers 
upgrading their units. Upgrade unit sales reflected an increase in GSM upgrades and our wireless segment’s efforts to 
migrate former AWE customers to our wireless service offerings.  
   
Cost of services and equipment sales expenses increased $669, or 4.7%, in 2006 and $6,776 in 2005. The increase in 
2006 was primarily due to increases in network usage and associated network system expansion. The increase in 2005 was 
primarily due to increased cost of services resulting from the acquired AWE network. Cost of services includes 
integration costs, primarily for network integration, of $229 in 2006 compared to $195 in 2005. Cost of services in 2005 
also includes $97 in hurricane-related costs.  
   
Cost of services increased $491, or 5.3%, in 2006 and $4,581 in 2005. Cost of services increased due to the following:  

   
Equipment sales expenses increased $178, or 3.5%, in 2006 and $2,195 in 2005. The increase in 2006 was due to 
increased handset upgrades of 11.2% and an increase in the average cost per upgrades and accessories sold, partially offset 
by the decline in the average cost per handset sold to new customers. The increase in 2005 was primarily due to higher 
handset unit sales associated with the 46.1% increase in gross customer additions in 2005, existing customers upgrading 
their units and the continued migration of former AWE customers to AT&T Mobility service offerings, which required 
new handsets. Total equipment costs continue to be higher than equipment revenues due to the sale of handsets below cost 
to customers who committed to one-year or two-year contracts or in connection with other promotions.  
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   •  Data service revenues increased $1,579, or 59.0%, in 2006 and $1,785 in 2005. The increase in 2006 was related 
to increased use of text messaging and Internet access services, which resulted in an increase in data ARPU of 
44.8%. The increase in 2005 was primarily due to the inclusion of former AWE customers and increased average 
data revenue per customer related to increased use of text messaging and other data services. Data service 
revenues represented approximately 12.6% of our wireless segment service revenues in 2006 and 8.7% in 2005.  

   •  Local voice revenues increased $1,515, or 6.0%, in 2006 and $10,219 in 2005. The increase in 2006 was primarily 
due to an increase in the average number of wireless customers of 11.5%, partially offset by competitive pricing 
pressures and the impact of various all-inclusive calling and prepaid plans. The increase in 2005 was primarily 
due to the acquired AWE customer base, as well as increased Universal Service Fund (USF) and regulatory 
compliance fees.  

   •  Long-distance and other revenues increased $26, or 3.4%, in 2006 and $377 in 2005. The increase in 2006 was a 
result of increased international long-distance usage, partially offset by a decline in other revenue attributed to 
property management fees. The increase in 2005 was primarily due to increased long-distance revenues from the 
acquired AWE customer base as well as increased domestic and international long-distance calling.  

   •  Roaming revenues from our wireless customers and other wireless carriers for use of our wireless segment’s 
network was flat in 2006 and increased $655 in 2005. The significant increase in 2005 was primarily due to 
roaming revenues from the acquired AWE customer base.  

   •  Increases in network usage with a total system minutes-of-use (MOU) increase of 20.6% in 2006 and more than 
110% in 2005 related to the increase in customers. Additionally, average MOU’s per customer increased 8.2% in 
2006 and 20.0% in 2005. The significant increase in 2005 was primarily due to the increase in subscribers related 
to AT&T Mobility ’s acquisition of AWE.  

   •  Higher roaming and long-distance costs, partially offset by a decline in reseller expenses in 2006. The reseller 
decrease resulted from a decrease in minutes of use on the T-Mobile network of more than 50% for 2006. In 
2005, higher roaming and long-distance costs and increased USF and regulatory fees related to the increase in 
the customer base.  

   •  Increased payments in 2005 to T-Mobile for the use of its network in California and Nevada, as well as expenses 
related to operating, maintaining and decommissioning TDMA networks that duplicated GSM networks while 
integrating the networks acquired from AWE.  
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Selling, general and administrative expenses decreased $200, or 1.7%, in 2006 and increased $4,298 in 2005. The 
decline in 2006 was due to decreases in general and administrative expenses of $296, partially offset by an increase in 
selling expenses of $96. The increase in 2005 expenses was due to increases in general and administrative expenses of 
$2,913, primarily due to the acquisition of AWE, and selling expenses of $1,385 due to the increase in gross customer 
additions previously mentioned.  
   
The decline in selling, general and administrative expenses in 2006 was due to the following:  

   
The increase in selling, general and administrative expenses in 2005 was due to the following:  

   
The expenses above also include integration costs of $123 in 2006 and $264 in 2005, such as employee-termination costs, 
re-branding and advertising and customer service and systems integration costs.  
   
Depreciation and amortization expenses decreased $139, or 2.1%, in 2006 and increased $3,498 in 2005.  
   
Depreciation expense increased $310, or 6.4%, in 2006 primarily due to depreciation associated with the property, plant 
and equipment related to ongoing capital spending for our GSM network, partially offset by expense declines due to 
equipment that had become fully depreciated in 2006. Depreciation expense increased $2,249 in 2005 primarily due to 
incremental depreciation associated with the property, plant and equipment acquired in the AWE acquisition along with 
depreciation related to AT&T Mobility’s expansion of its GSM network and accelerated depreciation on certain TDMA 
network and other network assets based on the projected transition of network traffic to our GSM network. The 2005 
increase included $417 of integration costs.  
   
Amortization expenses decreased $449, or 25.5%, in 2006 and increased $1,249 in 2005. The decline in 2006 was due to 
declining amortization of the AWE customer contracts and other intangible assets acquired, which are amortized using an 
accelerated method of amortization. The increase in 2005 was primarily due to a full year’s amortization of the AWE 
customer contracts and other intangible assets acquired in October 2004.  
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   •  Decreases in billing and bad debt expense of $378 primarily due to fewer account write-offs and cost-savings 
related to transitioning to one billing system.  

   •  Decreases in other administrative expense of $108 due to a decline in legal related expenses, lower employee 
costs and employee-related benefits due to a decrease in the number of employees, lower IT and other 
professional services expense and a federal excise tax refund accrual.  

   •  Decreases in customer service expense of $87 due to a decline in the number of outsourced call center 
professional services and lower billing expenses.  

   •  Increases of $147 primarily related to increased prepaid card replenishment costs and higher migration and 
upgrade transaction costs.  

   •  Increases in other expense of $130 due to higher warranty, refurbishment and freight costs.  

   •  Increases in selling expense of $96 due to an increase in sales expense, partially offset by a decrease in net 
commission expenses. The decline in net commission expense was due to reductions in average activation and 
agent branding expense, partially offset by an increase in direct commission expense.  

   •  Increases in customer service expense of $960 due to a higher number of employees and employee-related 
expenses related to the significant increase in customers as well as customer retention and customer service 
improvement initiatives.  

   •  Increases in other administrative expense of $926 primarily due to incremental expenses associated with the 
acquired AWE administrative functions.  

   •  Increases in billing, bad debt and other customer maintenance expense of $766 primarily due to the significant 
increase in AT&T Mobility’s customer base.  

   •  Increases in commission expense of $494 and advertising and marketing expense of $429.  

   •  Increases in sales expense of $462 primarily due to increased sales personnel costs associated with the acquired 
AWE sales force.  

   •  Increases in upgrade commissions of $261 due to the increased customer migration and handset upgrade activity.  
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Directory  
Segment Results  

   
In September 2004, we sold our interest in the directory advertising business in Illinois and northwest Indiana. Our directory 
segment results exclude the results of those operations (see Note 15). In December 2004, our directory segment entered into a 
joint venture agreement with BellSouth and acquired the Internet directory publisher, YPC. Prior to the December 29, 2006, 
acquisition of BellSouth (see Note 2), we accounted for our 66% economic interest in YPC under the equity method, since we 
shared control equally with BellSouth, our 34% economic partner. We had equal voting rights and representation on the board 
of directors that controlled YPC. Following the BellSouth acquisition, YPC became a wholly-owned subsidiary of AT&T and 
results will be reflected in operating revenues and expenses on our Consolidated Statements of Income.  
   
Our directory segment operating income margin was 52.4% in 2006, 53.7% in 2005 and 56.0% in 2004. The segment 
operating income margin decrease in 2006 and 2005 was a result of both higher expenses and lower revenues.  

   
Operating revenues decreased $12, or 0.3%, in 2006 and decreased $45, or 1.2%, in 2005. The decrease in revenues in 
2006 was primarily due to a decrease of $93 in our Yellow Pages print advertising, which was partially offset by an 
increase of $75 in Internet advertising revenue. Revenues in 2005 decreased primarily due to a decrease of $74 in our 
local Yellow Pages print advertising, which was partially offset by an increase of $39 in Internet advertising revenue. 
These results reflect the impact of competition from other publishers, other advertising media and continuing economic 
pressures on advertising customers.  
   
Cost of sales increased $13, or 1.2%, in 2006 and increased $82, or 8.0%, in 2005. The increase in 2006 was primarily 
due to higher costs for Internet traffic of $20, partially offset by a decrease in printing costs of $5. In 2005, cost of sales 
increased due to higher costs for Internet traffic of $22, publishing of $17 and distribution of $9.  
   
Selling, general and administrative expenses increased $32, or 5.2%, in 2006 and decreased $11, or 1.8%, in 2005. 
Increased expenses in 2006 were primarily due to increases in other directory segment costs, including brand advertising 
and employee benefits of $102, partially offset by lower bad debt expense of $74. The expense reduction in 2005 was 
primarily due to lower advertising expense.  
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      Percent Change  
               2006 vs.  2005 vs.  
   2006  2005     2004  2005  2004  
Total Segment Operating Revenues  $ 3,702  $ 3,714  $ 3,759    (0.3)%    (1.2)%  
Segment operating expenses                           

Cost of sales    1,117    1,104    1,022    1.2    8.0  
Selling, general and administrative    643    611    622    5.2    (1.8)  
Depreciation and amortization    3    5    9    (40.0)    (44.4)  

Total Segment Operating Expenses    1,763    1,720    1,653    2.5    4.1  
Segment Operating Income    1,939    1,994    2,106    (2.8)    (5.3)  
Equity in Net Income (Loss) of Affiliates    (17)    (5)    -    -    -  
Segment Income  $ 1,922  $ 1,989  $ 2,106    (3.4)%    (5.6)%  
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Other  
Segment Results  

   
Our other segment operating results consist primarily of Sterling, corporate, other operations and, with the closing of the 
BellSouth merger on December 29, 2006, BellSouth’s operating results for the two days after the merger close. Sterling 
provides business-integration software and services.  
   
Operating revenues increased $209, or 28.1%, in 2006 and $39, or 5.5%, in 2005. The increase in 2006 is primarily due to 
operating revenue from BellSouth, increased intercompany revenue from our captive insurance company (shown as 
intersegment revenue in Note 4) and improved operating revenue at Sterling, partially offset by a decrease in revenue as a 
result of the sale of our paging subsidiary in November 2005. Revenue increased in 2005 primarily due to improved operating 
revenue at Sterling.  
   
Operating expenses increased $185, or 23.4%, in 2006 and decreased $11, or 1.4%, in 2005. The increase in 2006 is primarily 
due to the addition of BellSouth expenses, increased operating expenses at Sterling and at our captive insurance company, 
partially offset by management fees paid in 2005 that did not recur in 2006.  
   
Our other segment includes our 60% proportionate share of AT&T Mobility results as equity in net income of affiliates. With 
the December 29, 2006 close of the BellSouth merger, we own 100% of AT&T Mobility and its results for the final two days 
of the year have been excluded from equity in net income of affiliates. Our other segment also includes our equity investments 
in international companies, the income from which we report as equity in net income of affiliates. Our earnings from foreign 
affiliates are sensitive to exchange-rate changes in the value of the respective local currencies. Our foreign investments are 
recorded under GAAP, which include adjustments for the purchase method of accounting and exclude certain adjustments 
required for local reporting in specific countries. Our equity in net income of affiliates by major investment is listed below:  
   

   
Equity in net income of affiliates increased $1,446 in 2006 primarily due to the improved operating results at AT&T 
Mobility. Equity in net income decreased $259, or 29.7%, in 2005 due primarily to foregone equity income from the 
disposition of investments.  
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      Percent Change  
              2006 vs.  2005 vs.  
   2006  2005   2004  2005  2004  
Total Segment Operating Revenues  $ 954  $ 745  $ 706    28.1%    5.5%  
Total Segment Operating Expenses    977    792    803    23.4    (1.4)  
Segment Operating Income (Loss)    (23)    (47)    (97)    51.1    51.5  
Equity in Net Income of Affiliates    2,060    614    873    -    (29.7)  
Segment Income  $ 2,037  $ 567  $ 776    -    (26.9)%  

    2006 2005 2004     

AT&T Mobility   $ 1,508 $ 200 $ 30 
América Móvil   274 198 132 
Telmex   222 212 180 
TDC 1   - - 328 
Telkom South Africa 1   - - 115 
Other   56 4 88 

Other Segment Equity in Net   
    Income of Affiliates   $ 2,060 $ 614 $ 873 

1   Investment sold in 2004. 
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Supplemental Information  
   
BellSouth Results  
   
In order to help investors track business trends, we are providing the following supplemental information on BellSouth’s pro 
forma operating results through December 31, 2006, consistent with BellSouth’s previously reported quarters prior to its 
acquisition by AT&T. Accordingly, amounts in this section are adjusted to include results for the last two days of 2006.  
   
Following GAAP, BellSouth used the equity method of accounting for its investment in AT&T Mobility. BellSouth’s 40% 
proportionate share of AT&T Mobility’s earnings was reported as net earnings of equity affiliates in its consolidated income 
statements.  
   
BellSouth’s Unaudited Pro Forma Condensed Combined Statements of Income 1  
   

   
Operating revenues increased in 2006 attributable to growth in DSL, long distance, wholesale wireless transport and 
emerging data services as well as electronic media and print services. The year-over-year growth in consolidated revenues was 
positively impacted by one-time credits issued during 2005 to customers affected by Hurricane Katrina. This growth was 
partially offset by revenue declines associated with competitive access line losses in the retail residence and wholesale voice 
sectors. At the end of 2006, BellSouth had nearly 18.8 million access lines, down 6.4% from one year ago. The rate of year-
over-year total access line decline slowed in the last two quarters of 2006 primarily due to moderating retail residential line 
losses. BellSouth’s wholesale line base, which consists primarily of UNE-P lines, declined 638,000 during 2006.  
   
Operating expenses continued to be impacted by service restoration and network-repair activities carrying over from 
Hurricanes Katrina and Wilma in late 2005. These costs, net of insurance recoveries, were less than the weather-related 
spending of 2005 resulting in an overall decrease in storm-related expenses. Operating expenses also decreased due to lower 
USF related settlement charges, lower depreciation, amortization and restructuring charges as well as lower labor costs from 
workforce reductions and declines in project spending. These decreases were partially offset by costs associated with the 
AT&T merger and expansion and growth of electronic media and print services.  
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      Three-Month Period Ended  
      12/31/06     09/30/06     06/30/06     03/31/06  
Total Operating Revenues  $  5,242  $  5,218  $  5,206  $  5,171  
Total Operating Expenses     3,771     3,773     3,901     3,925  
Operating Income  $  1,471  $  1,445  $  1,305  $  1,246  

1   Amounts for the first three quarters were reported on Form 10-Q, filed with the Securities and Exchange Commission (SEC). The fourth-
    quarter 2006 amounts are consistent with BellSouth’s previously reported quarters prior to its acquisition by AT&T.  
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Access Line Summary  
BellSouth’s Communications Group network access lines in service at December 31, 2006 and 2005 are shown below:  
   
Network Access Lines in Service  

   
Operating Environment and Trends of the Business  
   
2007 Revenue Trends Our acquisitions of ATTC, BellSouth and BellSouth’s 40% economic interest in AT&T Mobility 
continue to change the focus of our company toward being a broadband/data and wireless service provider. Because of the late 
2006 completion of the BellSouth acquisition, we expect reported revenues to substantially increase in 2007 compared to 2006 
as we include the operating revenues of both BellSouth and AT&T Mobility in our consolidated operating revenues. We 
expect our sole ownership of AT&T Mobility will enhance our bundling opportunities (see “AT&T Mobility” discussed in 
“Expected Growth Areas”). We also expect to expand services in the national business market, to utilize our broadband 
network and to move toward wireless and wireline convergence. Recently we announced our AT&T Unity SM initiative which 
combines residential, business and wireless calling and allows for free domestic calls to and from AT&T wireline and wireless 
numbers. However, we also expect that increasing competition in the communications industry, including the continued 
growth of comparable alternatives, such as wireless, cable and VoIP, and our response to competitors’ pricing strategies will 
pressure revenue.  
   
2007 Expense Trends Acquisition and related merger costs will adversely affect expenses in 2007 and 2008. We expect that 
our operating income margin, adjusted to exclude these costs, will expand in 2008 due primarily to expected improvement in 
our revenues and continued cost-control measures. In particular, we expect to continue net workforce reductions over the next 
three years related to merger synergies and other operational initiatives. Expenses related to growth initiatives, such as Project 
Lightspeed (see “U-verse Services” discussed in “Expected Growth Areas”) will apply some pressure to our operating income 
margin.  
   
Operating Environment Overview  
AT&T subsidiaries operating within the U.S. are subject to federal and state regulatory authorities. AT&T subsidiaries 
operating outside the U.S. are subject to the jurisdiction of national regulatory authorities in the market where service is 
provided, and regulation is generally limited to operational licensing authority for the provision of enterprise (i.e., large 
business) services.  
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      Percent Change    
         2006 vs.  
(In 000s)  2006  2005  2005  
Residence Retail                    

Primary    10,828    11,319    (4.3)%  
Additional    1,014    1,163    (12.8)  

Residence Retail Subtotal    11,842    12,482    (5.1)  
                  
Residence Wholesale Voice Lines 1    1,013    1,488    (31.9)  
Residence Subtotal    12,855    13,970    (8.0)  
                  
Business Retail    5,301    5,306    (0.1)  
Business Wholesale Voice Lines    518    668    (22.5)  
Business Subtotal 1    5,819    5,974    (2.6)  

                  
Total Other Retail/Wholesale Lines    81    93    (12.9)  
                  
Total Switched Access Lines 2    18,755    20,037    (6.4)%  

                  
DSL and DirecTV customers 3    4,450    3,405    30.7%  
1   Includes 205 Residence Wholesale Voice Lines and 57 Business Lines sold to ATTC at December 31, 2006.  
2   Using AT&T methodology for calculating switched access lines, BellSouth’s Total Switched Access Lines at December 31, 2006 was 20,163.  
3   DSL and DirecTV customers include DSL lines of 3,632 in 2006 and 2,882 in 2005.  
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In the Telecommunications Act of 1996 (Telecom Act), Congress established a national policy framework intended to bring 
the benefits of competition and investment in advanced telecommunications facilities and services to all Americans by opening 
all telecommunications markets to competition and reducing or eliminating burdensome regulation. Since the Telecom Act was 
passed, the Federal Communications Commission (FCC) and some state regulatory commissions have maintained many of the 
extensive regulatory requirements applicable to our traditional wireline subsidiaries. We are actively pursuing additional 
legislative and regulatory measures to reduce or eliminate regulatory requirements that inhibit our ability to provide the full 
range of services demanded by our customers. For example, we are supporting legislative efforts at both the state and federal 
levels, as well as proposed rules at the FCC, that would offer a streamlined process for new video service providers to compete 
with traditional cable television providers. Several states have passed legislation that enables new video entrants to acquire a 
statewide franchise to offer video services. In addition, we are supporting efforts to update regulatory treatment for retail 
services. Passage of legislation is uncertain and depends on many factors.  
   
Our wireless operations are likewise subject to substantial governmental regulation. Wireless communications providers must 
be licensed by the FCC to provide communications services at specified spectrum frequencies within specified geographic 
areas and must comply with the rules and policies governing the use of the spectrum as adopted by the FCC. Licenses are 
issued for only a fixed period of time, typically 10 years. Consequently, we must periodically seek renewal of those licenses. 
The FCC has routinely renewed wireless licenses in the past. However, licenses may be revoked for cause, and license renewal 
applications may be denied if the FCC determines that a renewal would not serve the public interest. In addition, the FCC and 
the states are increasingly looking to the wireless industry to fund various initiatives, including universal service programs, 
local telephone number portability, services for the hearing-impaired and emergency 911 networks. While wireless 
communications providers’ prices and service offerings are generally not subject to state regulation, an increasing number of 
states are attempting to regulate or legislate various aspects of wireless services, such as in the area of consumer protection.  
   
The term “net neutrality” refers to a principle that underlies the design of the Internet (or any network) as non-selective, or 
neutral, about the transport of content through the network. We believe that segregating the transport of content according to a 
customer’s priority (using a tiered services pricing model) will allow us to provide advanced functionality and higher quality to 
those customers desiring the highest speeds and/or the highest volumes while maintaining, at lower prices, the bandwidth or 
quality of service desired by the public. We comply with the FCC’s four net neutrality principles, which essentially ensure that 
end-users can access their content of choice, and reach their application or service provider of choice over the Internet. In 
connection with receiving the FCC’s approval, we agreed to certain commitments related to net neutrality (see “BellSouth 
Merger Commitments” discussion in “Regulatory Developments”).  
   
Because of opportunities made available by the continued changing regulatory environment and our acquisition of BellSouth, 
including the consolidation of AT&T Mobility, we expect that our capital expenditures will be in the mid-teens as a percentage 
of total revenues in both 2007 and 2008. This amount includes capital for Project Lightspeed, wireless high-speed networks 
and merger-integration projects (see “U-verse Services (Project Lightspeed)” and “Wireless” discussed in “Expected Growth 
Areas”). Despite a slightly more positive regulatory outlook and these broadband opportunities, increasing competition and the 
growth of comparable alternatives such as cable, wireless and VoIP have created significant challenges for our business.  
   
Expected Growth Areas  
We expect our primary wireline products and wireless services to remain the most significant portion of our business and have 
also discussed trends affecting the segments in which we report results for these products (see “Wireline Segment Results” and 
“Wireless Segment Results”). Over the next few years we expect an increasing percentage of our growth to come from: (1) our 
wireless service, and (2) data/broadband, through existing services and new services to be provided by our Project Lightspeed 
initiative. We expect that our recent acquisitions will strengthen the reach and sophistication of our network facilities, increase 
our large-business customer base and enhance the opportunity to market wireless services to that customer base. Whether, or 
the extent to which, growth in these areas will offset declines in other areas of our business is not known.  
   
U-verse Services (Project Lightspeed) In June 2004, we announced key advances in developing a network capable of 
delivering a new generation of integrated digital television, high-speed broadband and VoIP services to our residential and 
small-business customers. We have been building out this network in numerous locations and are now providing AT&T U-
verse services, including U-verse TV (IPTV) video, in limited parts of 11 markets as of year-end 2006, and we expect to 
launch additional  
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markets during 2007. Our deployment strategy is to enter each market on a limited basis in order to ensure that all operating 
and back-office systems are functioning successfully and then expand within each market as we continue to monitor these 
systems to ensure customer satisfaction with our services. In these market expansions, we expect to continue to use contracted 
outside labor in addition to our employees as installers; our rate of expansion will be slowed if we cannot hire and train an 
adequate number of technicians to keep pace with customer demand. During our launch into these additional markets, we also 
expect to add additional features to our IP video service offering. We expect to have the capability to offer service to 
approximately 19 million living units by the end of 2008, as part of our initial deployment, and expect to spend approximately 
$4,600 in network-related deployment costs and capital expenditures from 2006 through 2008, as well as additional customer 
activation capital expenditures. We remain on budget for this overall target and expect to spend approximately $3,100 during 
2007 and 2008. These expenditures may increase slightly if the programming and features of the video offering expand or if 
additional network conditioning is required.  
   
With respect to our IP video service, we continue to work with our vendors to continue to improve, in a timely manner, the 
requisite hardware and software technology. Our deployment plans could be delayed if we do not receive required equipment 
and software on schedule. We have completed most negotiations, and consistent with our profitability assumptions, with 
programming owners (e.g., movie studios and cable networks) to offer existing television programs and movies and, if 
applicable, other new interactive services. Also, as discussed in the “Regulatory Developments” section, we are supporting 
legislation at the state level that would streamline the regulatory process for new video competitors to enter the market.  
   
We believe that IPTV is subject to federal oversight as a “video service” under the Federal Communications Act. However, 
some cable providers and municipalities have claimed that certain IP services should be treated as a traditional cable service 
and therefore subject to the applicable state and local regulation, which could include the requirement to pay fees to obtain 
local franchises for our IP video service. Certain municipalities have refused us permission to use our existing right-of-ways to 
deploy or activate our U-verse-related services and products, resulting in litigation. Pending negotiations and current or 
threatened litigation involving municipalities could delay our deployment plans in those areas for 2007 and future years. If the 
courts were to decide that state and local regulation were applicable to our U-verse services, it could have a material adverse 
effect on the cost, timing and extent of our deployment plans.  
   
Wireless AT&T Mobility began operations in October 2000 as a joint venture between us and BellSouth. In October 2004, 
AT&T Mobility completed its acquisition of AWE, which established AT&T Mobility as the largest provider of mobile 
wireless voice and data communications services in the U.S. in terms of subscribers. Following our December 2006 acquisition 
of BellSouth, AT&T Mobility became a wholly-owned subsidiary. At December 31, 2006, we served approximately 61 million 
customers and had access to licenses to provide wireless communications services covering an aggregate population of 296 
million, or approximately 99% of the U.S. population, including most of the 100 largest U.S. metropolitan areas.  
   
Our wireless networks use equipment with GSM and TDMA digital transmission technologies. We are transitioning our 
subscribers to GSM technology, and over 99% of our total usage, based on minutes of use, is on our GSM network. We will 
decommission our TDMA network in early 2008. Our GSM networks also contain General Packet Radio Service (GPRS) and 
Enhanced Data Rates for Global Evolution (EDGE) technology to provide high-speed wireless data services. In the majority of 
the U.S. domestic markets we are also completing deployment of UMTS/HSDPA (or Universal Mobile Telecommunications 
System/High Speed Downlink Packet Access), a 3G technology that allows customers to access the Internet from their wireless 
devices at superior speeds for data and video services.  
   
We expect that intense industry competition and market saturation may cause the wireless industry’s customer growth rate to 
moderate in comparison with historical growth rates. While the wireless telecommunications industry continues to grow, a 
high degree of competition exists among four national carriers, their affiliates and smaller regional carriers. This competition 
will continue to put pressure upon pricing and margins as the carriers compete for potential customers. However, as wireless 
Internet connectivity and wireline/wireless convergence are realized, we expect increased demand for high-speed wireless and 
wireless data services. Future carrier revenue growth is dependent upon the number of net customer additions a carrier can 
achieve and the revenue per customer. The effective management of customer turnover, or churn, is also important in 
minimizing customer acquisition costs and maintaining and improving margins and customer growth.  
   
We face many challenges and opportunities in the future and are focused on the following key initiatives:  
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Regulatory Developments  
   
Set forth below is a summary of the most significant developments in our regulatory environment during 2006. While these 
issues, for the most part, apply only to certain subsidiaries in our wireline segment or certain subsidiaries acquired in the 
BellSouth acquisition, the words “we,” “AT&T,” “ATTC,” “BellSouth” and “our” are used to simplify the discussion. The 
following discussions are intended as a condensed summary of the issues rather than as a precise legal description of all of 
those specific issues.  
   
International Regulation   Our subsidiaries operating outside the U.S. are subject to the jurisdiction of national regulatory 
authorities in the market where service is provided.  Our licensing, compliance and advocacy initiatives in foreign countries 
primarily enable the provision of enterprise (i.e., large business) services. AT&T is engaged in multiple efforts with foreign 
regulators to open markets to competition, reduce barriers to entry, reduce network costs and increase our scope of fully 
authorized network services and products.  AT&T is also engaged in advocacy with both the U.S. and foreign governments to 
foster a competitive international environment for the foreign termination of US-outbound calls to fixed and mobile lines.  
   
BellSouth Merger Commitments In order to obtain timely approval of the BellSouth merger, on December 28, 2006 we agreed 
to a series of commitments, including, but not limited to, commitments relating to the provision of special access services. 
Among other things, we agreed not to increase tariffed special access rates in effect at that time for up to four years. We also 
agreed to a one-time reduction in the rates for certain special access services in particular areas, and to give customers 
additional options for obtaining discounted offerings.  
   
Additionally, for a maximum of two years, for specific portions of the network, we agreed not to provide Internet content, 
application or service providers any service that privileges, degrades or prioritizes any packet transmitted over our wireline 
broadband Internet access service based on its source, ownership or destination. The commitments specifically do not apply to 
our enterprise managed IP services (including but not limited to our VPN services) or our IPTV service. We also agreed, for a 
period of 30 months, to comply with the FCC’s four net neutrality principles, which essentially ensure that end-users can 
access their content of choice and reach their application or service provider of choice over the Internet. Other commitments 
relate to, among other things, expanded availability of broadband Internet access, interconnection agreements, divestiture of 
spectrum and the repatriation of 3,000 jobs to the U.S. We do not expect these commitments to have a material impact on our 
financial statements or results of operations.  
   
Federal Regulation A summary of significant 2006 federal regulatory developments follows.  
   
Triennial Review Remand Order In December 2004, the FCC adopted its fourth set of rules concerning an ILEC’s 
obligation to make elements of its network available to other local service providers. Each of its previous three sets of rules 
had been overturned by the federal courts. These new rules, known as the Triennial Review Remand Order (TRRO), became 
effective on March 11, 2005. The TRRO provided significant relief from unbundling by eliminating our remaining obligation 
to provide local switching and, hence the UNE-P, for mass-market customers, subject to a 12-month transition period, which 
ended on March 11, 2006. At the same time, the TRRO largely retained unbundling requirements for many of our high-
capacity loop and transport facilities.  
   
We and other parties filed appeals with the United States Court of Appeals for the District of Columbia Circuit (D.C. Circuit) 
challenging various portions of the TRRO. In June 2006, the D.C. Circuit issued a decision upholding the FCC’s order in all 
respects. The D.C. Circuit’s decision became final and non-appealable in September 2006.  
   
Video Service In December 2006, the FCC adopted a Report and Order and Further Notice of Proposed Rulemaking 
(FNPRM) that establishes rules and provides guidance to prohibit franchising authorities from unreasonably refusing to award 
competitive franchises to new video market entrants, including franchising negotiations that extend beyond  
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•  Further establishing our position as a premier provider for business and government accounts by providing these customers 
with access to sales and support professionals focused solely on their specialized needs.  

•  Continued improvement on the coverage and quality of our network. We have substantially completed integrating the 
AT&T Mobility and AWE networks under a plan that is designed to achieve network quality and coverage performance 
exceeding that of either of the former networks.  

•  Continued deployment of UMTS/HSDPA network technology to provide superior speeds for data and video services, as 
well as operating efficiencies using the same spectrum and infrastructure for voice and data on an IP-based platform, which 
will allow us to offer a host of new broadband data applications.  
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reasonable time frames. In the order the FCC concluded that under the current operation of the franchising process, a local 
franchise authority may unreasonably refuse to award a competitive franchise and that such a refusal constitutes an 
unreasonable barrier to entry that impedes the achievement of the interrelated federal goals of enhanced cable competition and 
accelerated broadband deployment. The order addresses several ways by which local franchising authorities may unreasonably 
refuse to award competitive franchises. Additionally, the FCC adopted a FNPRM to seek comment on how its findings in the 
above order should affect existing franchises.  
   
Voice over Internet Protocol The term VoIP is generally used to describe the transmission of voice using Internet-based 
technology. A company using this technology often can provide voice services at a lower cost because this technology uses 
bandwidth more efficiently than a traditional network and because this technology has not been subject to traditional telephone 
industry regulation. But, depending on the bandwidth allocated, VoIP services are not necessarily of the same quality as a 
traditional telephone service. While the deployment of VoIP has resulted in increased competition for our wireline voice 
services, it also presents growth opportunities for us to develop new products for our customers.  
   
The FCC has issued a variety of decisions regarding VoIP services, including an order requiring that certain VoIP providers 
include E911 capability in their VoIP services. E911 capability enables a subscriber to call public safety authorities (police, 
fire department, etc.) and have the subscriber’s telephone number and location automatically transmitted to those authorities. 
The FCC’s requirement applies to VoIP services that allow a user to send calls to a public switched telephone network 
(PSTN), including our wireline subsidiaries’ traditional networks, and to receive calls from the PSTN. Additionally, the FCC 
has required that providers of broadband Internet access service and interconnected VoIP services comply with the electronic 
surveillance requirements of the Communications Assistance for Law Enforcement Act.  
   
The FCC has also directed providers of interconnected VoIP services to contribute directly to the federal USF. As a result, we 
will begin collecting USF charges from users of our interconnected VoIP service offerings and will contribute directly to the 
USF. In the same order, the FCC increased the safe harbor for contributions to the USF by wireless carriers (including AT&T 
Mobility), which establishes a presumption that a specific percentage of a wireless carrier’s revenues are derived from 
providing interstate telecommunications services, and thus are subject to USF contributions. Wireless carriers continue to have 
the option to contribute based on their actual interstate revenues as determined by traffic studies rather than based on the safe 
harbor. Previously, AT&T Mobility has contributed to the fund based on the wireless safe harbor but has begun to contribute 
based on its actual interstate revenues in light of the increase in the wireless safe harbor.  
   
Number Portability Since 1999, customers have been able to retain their numbers when switching their local service between 
wireline companies. The FCC allowed incumbent local exchange companies, including our traditional wireline subsidiaries, to 
recover their carrier-specific costs of implementing wireline number portability through customer charges over a five-year 
term based on an estimated number of customers over that term. Because of the downturn in the telecommunications market 
since 1999, which led to fewer access lines, many companies, including certain of our wireline subsidiaries, had fewer 
customers than were estimated and were therefore unable to fully recover their number portability implementation costs. In 
July 2006, the FCC granted our request to recover approximately $190 of our remaining, unrecovered number portability 
implementation costs through the End User Common Line charges over the next two years beginning on August 1, 2006.  
   
State Regulation A summary of significant 2006 state regulatory developments follows.  
   
Video Service During 2006, several states in which we operate have passed legislation or made regulatory findings that will 
make it easier for telecommunications companies to offer television (i.e., video) service. Depending on the state, the laws 
and/or regulators have prohibited the regulation of advanced services, broadband, information and certain IP-enabled services 
and commercial mobile services; have provided clarity on the public utilities’ authority over video franchising; and have 
addressed nondiscrimination obligations and mandatory facility build-out provisions. The states in which we have received 
these positive actions include California, Connecticut, Indiana, Kansas, Michigan, North Carolina, Oklahoma, South Carolina 
and Texas.  
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California Intrastate Access Charges In August 2003, the California Public Utility Commission (CPUC) opened a 
rulemaking to determine whether certain elements of state access charges (charges that our local exchange carrier receives 
from long-distance carriers for use of the local exchange network) should be eliminated or reduced. In April 2006, the CPUC 
adopted a decision that eliminated certain charges (lost annual revenue of approximately $130) and authorized rate increases to 
recover 75% of the lost revenues.  
   
Competition  
   
Competition continues to increase for telecommunications and information services. Technological advances have expanded 
the types and uses of services and products available. In addition, lack of regulation of comparable alternatives (e.g., cable, 
wireless and VoIP providers) has lowered costs for alternative communications service providers. As a result, we face 
heightened competition as well as some new opportunities in significant portions of our business.  
   
Wireline  
Our wireline subsidiaries expect continued competitive pressure in 2007 from multiple providers in various markets, including 
wireless, cable and other VoIP providers, interexchange carriers and resellers. At this time, we are unable to quantify the effect 
of competition on the industry as a whole, or financially on this segment. However, we expect both losses of market share in 
local service and gains resulting from business initiatives, especially in the area of bundling of products and services, including 
wireless and video, large-business data services, broadband and long-distance service.  
   
In some markets, we compete with large cable companies, such as Comcast Corporation, Cox Communications, Inc. and Time 
Warner Inc., for local and high-speed Internet services customers and other telecommunications companies such as Verizon 
Communications Inc. (Verizon) for both long-distance and local services customers. Substitution of wireless and Internet-
based services for traditional local service lines also continues to increase.  
   
Our wireline subsidiaries remain subject to regulation by state regulatory commissions for intrastate services and by the FCC 
for interstate services. In contrast, our competitors are often subject to less or no regulation in providing comparable voice and 
data services. Under the Telecom Act, companies seeking to interconnect to our wireline subsidiaries’ networks and exchange 
local calls enter into interconnection agreements with us. Any unresolved issues in negotiating those agreements are subject to 
arbitration before the appropriate state commission. These agreements (whether fully agreed-upon or arbitrated) are then 
subject to review and approval by the appropriate state commission.  
   
Recently, in a number of the states in which we operate as an ILEC, state legislatures or the state public utility commissions 
have concluded that the voice telecommunications market is competitive and have allowed for greater pricing flexibility for 
non-basic residential retail services, including bundles, promotions and new products and services. While it has been a number 
of years since we have been allowed to raise rates in certain states, some of these state actions have been challenged by certain 
parties and are pending court review.  
   
In addition to these wholesale rate and service regulations noted above, our wireline subsidiaries (excluding rural carrier 
affiliates) operate under state-specific elective “price-cap regulation” for retail services (also referred to as “alternative 
regulation”) that was either legislatively enacted or authorized by the appropriate state regulatory commission. Under price-cap 
regulation, price caps are set for regulated services and are not tied to the cost of providing the services or to rate-of-return 
requirements. Price cap-rates may be subject to or eligible for annual decreases or increases and also may be eligible for 
deregulation or greater pricing flexibility if the associated service is deemed competitive under some state regulatory 
commission rules. Minimum customer service standards may also be imposed and payments required if we fail to meet the 
standards.  
   
We continue to lose access lines due to competitors (e.g., wireless, cable and VoIP providers) who can provide comparable 
services at lower prices because they are not subject to traditional telephone industry regulation resulting in lower cost 
structures. In response to these competitive pressures, for several years we have utilized a bundling strategy that rewards 
customers who consolidate their services (e.g., local and long-distance telephone, DSL, wireless and video) with us. We 
continue to focus on bundling wireline and wireless services, including combined packages of minutes and video service 
through our AT&T U-verse service and our agreement with EchoStar. Throughout 2007, we will continue to develop 
innovative products that capitalize on our expanding fiber network.  
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Additionally, we provide local, domestic intrastate and interstate, international wholesale networking capacity and switched 
services to other service providers, primarily large ISPs using the largest class of nationwide Internet networks (Internet 
backbone), wireless carriers, CLECs, regional phone ILECs, cable companies and systems integrators. These services are 
subject to additional competitive pressures from the development of new technologies and the increased availability of 
domestic and international transmission capacity. As our competitors develop and expand their existing networks, our 
networks experience excess capacity. The introduction of new products and service offerings and increasing satellite, wireless, 
fiber-optic and cable transmission capacity for services similar to those provided by us continues to provide competitive 
pressures. We face a number of international competitors, including Equant, British Telecom and SingTel; as well as from a 
number of large systems integrators, such as IBM and EDS.  
   
Wireless  
We face substantial and increasing competition in all aspects of the wireless communications industry. Under current FCC 
rules, six or more PCS licensees, two cellular licensees and one or more enhanced specialized mobile radio licensees may 
operate in each of our markets, which results in the presence of multiple competitors. Our competitors are principally three 
national (Verizon Wireless, Sprint Nextel Corp. and T-Mobile) and a larger number of regional providers of cellular, PCS and 
other wireless communications services.  
   
We may experience significant competition from companies that provide similar services using other communications 
technologies and services. While some of these technologies and services are now operational, others are being developed or 
may be developed in the future. We compete for customers based principally on price, service offerings, call quality, coverage 
area and customer service. See discussion of UMTS/HSDPA technology in “Wireless” under “Expected Growth Areas.”  
   
Directory  
Our directory subsidiaries face competition from approximately 100 publishers of printed directories in their operating areas. 
Direct and indirect competition also exists from other advertising media, including newspapers, radio, television and direct-
mail providers, as well as from directories offered over the Internet. We actively compete on the Internet through our wholly-
owned subsidiary, YPC.  
   
Accounting Policies and Standards  
   
Significant Accounting Policies and Estimates Because of the size of the financial statement line items they relate to, some 
of our accounting policies and estimates have a more significant impact on our financial statements than others. The policies 
below are presented in the order in which they appear in our Consolidated Statements of Income.  
   

Allowance for Uncollectibles We maintain an allowance for doubtful accounts for estimated losses that result from the 
failure of our customers to make required payments. When determining the allowance, we consider the probability of 
recoverability based on past experience, taking into account current collection trends; as well as general economic factors, 
including bankruptcy rates. Credit risks are assessed based on historical write-offs, net of recoveries and an analysis of the 
aged accounts receivable balances with reserves generally increasing as the receivable ages. Accounts receivable may be 
fully reserved for when specific collection issues are known to exist, such as pending bankruptcy or catastrophes. The 
analysis of receivables is performed monthly and the bad debt allowances are adjusted accordingly. A 10% change in the 
amounts estimated to be uncollectible would result in a change in uncollectible expense of approximately $130.  
   
Pension and Postretirement Benefits Our actuarial estimates of retiree benefit expense and the associated significant 
weighted-average assumptions are discussed in Note 10. One of the most significant of these assumptions is the return on 
assets assumption, which was 8.5% for the year ended December 31, 2006. This assumption will remain unchanged for 
2007. If all other factors were to remain unchanged, we expect that a 1% decrease in the expected long-term rate of return 
would cause 2007 combined pension and postretirement cost to increase $802 over 2006. The 10-year returns on our 
pension plan were 10.2% through 2006, including returns in excess of our assumed rate of return for 2006. Under GAAP, 
the expected long-term rate of return is calculated on the market-related value of assets (MRVA). GAAP requires that 
actual gains and losses on pension and postretirement plan assets be recognized in the MRVA equally over a period of up 
to five years. We use a methodology, allowed under GAAP, under which we hold the MRVA to within 20% of the actual 
fair value of plan assets, which can have the effect of accelerating the recognition of excess actual gains and losses into 
the MRVA in less than five years. This methodology did not have a significant additional effect on our 2006, 2005 or 
2004  
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combined net pension and postretirement costs. Note 10 also discusses the effects of certain changes in assumptions 
related to medical trend rates on retiree health care costs.  
   
Depreciation Our depreciation of assets, including use of composite group depreciation and estimates of useful lives, is 
described in Notes 1 and 5. We assign useful lives based on periodic studies of actual asset lives. Changes in those lives 
with significant impact on the financial statements must be disclosed, but no such changes have occurred in the three 
years ended December 31, 2006. However, if all other factors were to remain unchanged, we expect that a one-year 
increase in the useful lives of the largest categories of our plant in service (which accounts for more than three-fourths of 
our total plant in service) would result in a decrease of between approximately $2,180 and $2,610 in our 2007 
depreciation expense and that a one-year decrease would result in an increase of between $2,350 and $2,550 in our 2007 
depreciation expense.  
   
Income Taxes Our estimates of income taxes and the significant items giving rise to the deferred assets and liabilities are 
shown in Note 9 and reflect our assessment of actual future taxes to be paid on items reflected in the financial statements, 
giving consideration to both timing and probability of these estimates. Actual income taxes could vary from these 
estimates due to future changes in income tax law or results from the final review of our tax returns by federal, state or 
foreign tax authorities. We have considered these potential changes and have provided amounts within our deferred tax 
assets and liabilities that reflect our judgment of the probable outcome of tax contingencies (see Note 9). Unfavorable 
settlement of any particular issue could require use of our cash. Favorable resolution could be recognized as a reduction to 
our tax expense and cash refunds. We regularly review the amounts provided and adjust them in light of changes in facts 
and circumstances, such as the progress of a tax audit.  
   
Asset Valuations and Impairments Under Statement of Financial Accounting Standards No. 141 “Business 
Combinations” (FAS 141), the assets and liabilities of BellSouth were recorded at their respective preliminary fair values 
as of the December 29, 2006 acquisition date, thereby recording BellSouth’s 40% interest in AT&T Mobility’s assets and 
liabilities at fair value. We obtained preliminary third-party valuations of property, plant and equipment, intangible assets, 
debt and certain other assets and liabilities. Because of the proximity of this transaction to year-end, the values of certain 
assets and liabilities are based on preliminary valuations and are subject to adjustment as additional information is 
obtained. Such additional information includes, but is not limited to, valuations and physical counts of property, plant and 
equipment, valuations of investments and the involuntary separation of employees. Changes to the valuation of property, 
plant and equipment may result in adjustments to the fair value of certain identifiable intangible assets acquired. When 
finalized, material adjustments to goodwill may result including the segment allocation of goodwill.  
   
The fair values of intangible assets acquired in our acquisitions were based on the expected discounted cash flows of the 
identified customer relationships, patents, tradenames and licenses and are discussed in Note 2. Customer relationships, 
which are finite-lived intangible assets, are primarily amortized using the sum-of-the-months-digits method of 
amortization over the period in which those relationships are expected to contribute to our future cash flows. In 
determining the future cash flows we consider demand, competition and other economic factors. We have established the 
weighted-average useful lives of BellSouth customer relationships as 5 years for consumer customers, 9.6 years for 
business customers and 7 years for directory customers. Additionally, BellSouth’s economic ownership of customer 
relationships acquired and recorded at AT&T Mobility will be amortized over a weighted-average period of 6.4 years. 
Useful lives of customer relationships acquired in the ATTC acquisition were from 1.5 to 9 years for business customers 
and 1.5 to 2.5 years for consumer customers.  
   
The sum-of-the-months-digits method is a process of allocation, not of valuation and reflects our belief that we expect 
greater revenue generation from these customer relationships during the earlier years of their lives. Alternatively, we 
could have chosen to amortize customer relationships using the straight-line method, which would allocate the cost 
equally over the amortization period. In 2007, for customer relationships identified in the BellSouth acquisition, expected 
amortization using the sum-of-the-months-digits method is $4,414 and under the straight-line method it would be $2,693. 
For customer relationships identified in the ATTC acquisition we recorded $899 of amortization expense in 2006 using 
the sum-of-the-months-digits method as opposed to $579 that would have been recorded under the straight-line method. 
Amortization of other intangibles, including patents and amortizable tradenames, is determined using the straight-line 
method of amortization over the expected remaining useful lives. We do not amortize indefinite-lived intangibles, such as 
wireless FCC licenses or certain trade names.  
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In accordance with Statement of Financial Accounting Standards No. 144, “Accounting for the Impairment or Disposal of 
Long-Lived Assets,” we review these types of assets for impairment either annually or whenever events or circumstances 
indicate that the carrying amount may not be recoverable over the remaining life of the asset or asset group. In order to 
determine that the asset is recoverable, we verify that the expected future cash flows directly related to that asset exceed 
its fair value, which is based on the discounted cash flows. The discounted cash flow calculation uses various assumptions 
and estimates regarding future revenue, expense and cash flow projections over the estimated remaining useful life of the 
asset.  
   
Cost investments are evaluated to determine whether mark-to-market declines are temporary and reflected in other 
comprehensive income, or other than temporary and recorded as an expense in the income statement. This evaluation is 
based on the length of time and the severity of decline in the investment’s value.  

   
New Accounting Standards  

   
FIN 48 In June 2006, the Financial Accounting Standards Board (FASB) issued FASB Interpretation No. 48, “Accounting 
for Uncertainty in Income Taxes” (FIN 48), an interpretation of Statement of Financial Accounting Standards No. 109, 
“Accounting for Income Taxes.” FIN 48 changes the accounting for uncertainty in income taxes by prescribing a 
recognition threshold for tax positions taken or expected to be taken in a tax return. FIN 48 is effective for fiscal years 
beginning after December 15, 2006. We are currently evaluating the impact FIN 48 will have on our financial position and 
results of operations.  
   
EITF 06-3 In June 2006, the Emerging Issues Task Force (EITF) ratified the consensus on EITF 06-3, “How Taxes 
Collected from Customers and Remitted to Governmental Authorities Should Be Presented in the Income 
Statement” (EITF 06-3). EITF 06-3 provides that taxes imposed by a governmental authority on a revenue producing 
transaction between a seller and a customer should be shown in the income statement on either a gross or a net basis, 
based on the seller’s accounting policy, which should be disclosed pursuant to Accounting Principles Board Opinion No. 
22, “Disclosure of Accounting Policies.” Amounts that are allowed to be charged to customers as an offset to taxes owed 
by a company are not considered taxes collected and remitted. If such taxes are significant and are presented on a gross 
basis, the amounts of those taxes should be disclosed. EITF 06-3 will be effective for interim and annual reporting periods 
beginning after December 15, 2006. We are currently evaluating the impact EITF 06-3 will have, but we do not expect a 
material impact on our financial position and results of operations.  
   
FAS 157 In September 2006, the FASB issued Statement of Financial Accounting Standards No. 157, “Fair Value 
Measurements” (FAS 157). FAS 157 defines fair value, establishes a framework for measuring fair value and expands 
disclosures about fair value measurements. FAS 157 applies under other accounting pronouncements that require or 
permit fair value measurement. FAS 157 does not require any new fair value measurements and we do not expect the 
application of this standard to change our current practice. FAS 157 requires prospective application for fiscal years 
ending after November 15, 2007.  
   
FAS 158 In September 2006, the FASB issued Statement of Financial Accounting Standards No. 158, “Employers’ 
Accounting for Defined Benefit Pension and Other Postretirement Plans” (FAS 158), an amendment of FASB Statements 
No. 87, 88, 106 and 132(R). FAS 158 requires us to recognize the funded status of defined benefit pension and 
postretirement plans as an asset or liability in our statement of financial position and to recognize changes in that funded 
status in the year in which the changes occur through comprehensive income. This standard will have no effect on our 
expense or benefit recognition, nor will it affect the funding requirements imposed under the Employee Retirement 
Income Security Act of 1974, as amended (ERISA). FAS 158 requires prospective application for fiscal years ending after 
December 15, 2006. At December 31, 2006 we decreased our postretirement and other assets $5,028, increased our 
postemployment benefits and other noncurrent liabilities $3,457 and decreased our other stockholders’ equity $4,791 (net 
of deferred taxes of $3,694).  

   
Other Business Matters  
   
Acquisition of BellSouth On December 29, 2006, we acquired BellSouth for approximately $66,798 including capitalized 
merger-transaction costs and other items, using shares of our common stock. The transaction was approved by the Board of 
Directors and stockholders of each company. The U.S. Department of Justice completed its review of the transaction without 
imposing any conditions. The FCC and numerous state and international regulatory bodies also approved the acquisition. The 
FCC’s decision adopted on December 29, 2006, imposes conditions on us that relate, among other things, to:  
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accessibility of our broadband services, net neutrality, special access rates and interconnection agreements, divestiture of 
spectrum and the repatriation of 3,000 jobs to the U.S. In particular, we agreed not to offer to provide service, for a period of 
two years or until federal net neutrality legislation is enacted if sooner, that charges a premium for transporting data from 
websites. We also agreed to offer broadband Internet access service to all residential living units within our 22-state service 
territory by December 31, 2007. We will provide this access to at least 85% of these living units using wireline technologies 
and will use alternative technologies and operating arrangements to provide access to the remaining 15%. We do not expect the 
above-mentioned conditions will have a material impact on our financial statements.  
   
Antitrust Litigation In 2002, two consumer class-action antitrust cases were filed in the United States District Court for the 
Southern District of New York (District Court) against SBC, Verizon, BellSouth and Qwest Communications International Inc. 
alleging that they have violated federal and state antitrust laws by agreeing not to compete with one another and acting together 
to impede competition for local telephone services ( Twombly v. Bell Atlantic Corp., et al .). In October 2003, the District 
Court granted the joint defendants’ motion to dismiss and the plaintiffs appealed. In October 2005, the United States Court of 
Appeals for the Second Circuit Court (Second Circuit) reversed the District Court, thereby allowing the cases to proceed. The 
Second Circuit noted in its decision that its ruling was procedural in nature and did not address the merits of the cases. In 
March 2006, we filed a petition for certiorari requesting the Supreme Court of the United States (Supreme Court) to review the 
Second Circuit’s decision. In June 2006, the Supreme Court announced its decision to review the case. The District Court has 
stayed further proceedings pending a decision by the Supreme Court. The case was argued before the Supreme Court on 
November 27, 2006. We continue to believe that an adverse outcome having a material effect on our financial statements in 
these cases is unlikely but will continue to evaluate the potential impact of these suits on our financial results as they progress.  
   
Retiree Phone Concession Litigation In May 2005, we were served with a purported class action in U.S. District Court, 
Western District of Texas ( Stoffels v. SBC Communications Inc. ), in which the plaintiffs, who are retirees of Pacific Bell 
Telephone Company, Southwestern Bell, and Ameritech, contend that the telephone concession provided by the company is, in 
essence, a “defined benefit plan” within the meaning of the ERISA. On October 3, 2006, the Court certified two classes. On 
October 18, 2006, we filed a Petition for Permission to Appeal the class certification with the U.S. Court of Appeals for the 
Fifth Circuit. On November 20, 2006, the Court of Appeals denied the Petition. No trial date has yet been set. We believe that 
an adverse outcome having a material effect on our financial statements in this case is unlikely, but will continue to evaluate 
the potential impact of this suit on our financial results as it progresses.  
   
NSA Litigation There are 21 pending lawsuits that allege that AT&T and other telecommunications carriers unlawfully 
provided assistance to the National Security Agency (NSA) in connection with intelligence activities that were initiated 
following the events of September 11, 2001 (an additional three cases name BellSouth and/or AT&T Mobility as defendants 
but do not name AT&T). In the first filed case, Hepting et al v. AT&T Corp., AT&T Inc. and Does 1-20 , plaintiffs filed this 
purported class action in U.S. District Court in the Northern District of California on behalf of “all individuals in the United 
States that are current residential subscribers or customers of defendants’ telephone services or Internet services, or that were 
residential telephone or Internet subscribers or customers at any time after September 2001.” They allege that the defendants 
have disclosed and are currently disclosing to the U.S. Government records concerning communications to which Plaintiffs 
and class members were a party, including providing access to stored telephone and Internet records databases and permitting 
interception of telephone and Internet communications. Plaintiffs seek damages, a declaratory judgment, and injunctive relief 
for violations of the First and Fourth Amendments to the United States Constitution, the Foreign Intelligence Surveillance Act, 
the Electronic Communications Privacy Act, and other federal and California statutes. In April 2006, we filed a motion to 
dismiss the complaint. In May, the United States requested leave to intervene in this litigation, asserted the “state secrets 
privilege” and related statutory privileges, and filed a motion asking the court to either dismiss the complaint or issue a 
summary judgment in favor of the defendants on the grounds that adjudication of the claims may put at risk the disclosure of 
privileged national security information. On July 20, 2006, the Court denied the Motions to Dismiss of both parties. 
Specifically, the Court ruled that the state secrets privilege does not prevent AT&T from asserting any statutory defense it may 
have, as appropriate, regarding allegations that it assisted the government in monitoring communication content. However, 
with regard to the calling records allegations, the Court noted that it would not require AT&T to disclose what relationship, if 
any, it has with the government. Both AT&T and the U.S. government filed interlocutory appeals on July 31, 2006. The U.S. 
Court of Appeals for the Ninth Circuit (Ninth Circuit) accepted these appeals and issued a briefing schedule, which ends in 
April 2007. No argument date has been set.  
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Since the filing of the Hepting complaint, 20 additional class action lawsuits have been filed against AT&T in various 
jurisdictions that allege substantially the same claims. All 21 pending lawsuits (plus the three cases naming only BellSouth 
and/or AT&T Mobility) have been consolidated under the jurisdiction of a single court, namely the U.S. District Court in the 
Northern District of California, before the judge presiding over the Hepting case. To date, a small number of plaintiffs have 
objected to this consolidation and their objections are pending before the joint panel on multidistrict litigation. In one of these 
21 cases, Terkel v. AT&T Corp. and Illinois Bell (filed with the U.S. District Court in the Northern District of Illinois), a 
purported class action filed on behalf of defendants’ Illinois customers, the court, on July 25, 2006, dismissed the case, 
acknowledging that the U.S. government’s state secrets privilege prohibited the plaintiffs’ case from proceeding. The Terkel 
case involved allegations that the defendants supplied the U.S. government with calling records data in violation of the 
Electronic Communications Privacy Act but did not allege interception of communications.  
   
Meanwhile, the district court heard argument in February 2007 on whether all activity in the consolidated case should be 
stayed while the Hepting appeal before the Ninth Circuit is pending.  
   
Management believes these actions are without merit and intends to vigorously defend these matters.  
   
AT&T Wireless Litigation Several class-action lawsuits were filed in the District Court for the Southern District of New 
York against ATTC asserting claims under the federal securities laws in connection with the offering of AWE tracking stock in 
April 2000 ( In re AT&T Corp. Securities Litigation ). The plaintiffs had demanded damages in excess of $2,100 related to the 
offering of AWE tracking stock. In April 2006, the parties agreed to settle the litigation for $150 and the Court approved the 
settlement in October 2006.  
   
Liquidity and Capital Resources  
   
We had $2,418 in cash and cash equivalents available at December 31, 2006. Cash and cash equivalents included cash of 
$1,324, money market funds of $357 and other cash equivalents of $737. The increase in cash and cash equivalents of nearly 
$1,200 since December 31, 2005 was primarily provided by cash receipts from operations and the net cash received upon our 
acquisition of BellSouth and cash received from the sale of non-strategic real estate and other assets. These inflows were 
partially offset by cash used to meet the needs of the business including, but not limited to, payment of operating expenses, 
funding capital expenditures, dividends to stockholders, repayment of debt, repurchase of treasury shares, net cash provided to 
AT&T Mobility and increased cash tax payments. We discuss many of these factors in detail below.  
   
Cash Provided by or Used in Operating Activities  
During 2006, our primary source of funds was cash from operating activities of $15,615 compared to $12,974 in 2005. 
Operating cash flows increased primarily due to an increase in net income of more than $2,500 and additional cash provided 
by the ATTC acquisition, partially offset by increased tax payments of $739 in 2006. Tax payments were higher primarily due 
to increased income before income taxes. Tax payments in 2006 include a refund from the completion of the ATTC federal 
income tax audit covering 1997-2001. The 2006 tax payments include amounts related to prior-year accrued liabilities. The 
timing of cash payments for income taxes, which is governed by the IRS and other taxing jurisdictions, will differ from the 
timing of recording tax expense and deferred income taxes, which are reported in accordance with GAAP.  
   
During 2005, our primary source of funds was cash from operating activities of $12,974 compared to $10,950 in 2004. 
Operating cash flows increased in 2005 compared to 2004 primarily due to retirement benefit funding of $2,232 in 2004, 
partially offset by increased tax payments in 2005 of $1,224. The 2005 increased tax payments were mainly related to prior-
year accrued liabilities. We also made advance tax payments, which we consider to be a refundable deposit, to a certain state 
jurisdiction.  
   
Cash Used in or Provided by Investing Activities  
During 2006, cash used for investing activities consisted of:  
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   •  $8,320 in construction and capital expenditures.  

   •  $1,089 of net funding for AT&T Mobility’s capital and operating requirements in accordance with the terms of our 
agreement with AT&T Mobility and BellSouth.  

   •  $285 related to the acquisition of USinternetworking, Inc., which provides managed enterprise software and on-
demand services, net of cash received.  
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During 2006, cash provided by our investing activities primarily consisted of:  

   
To provide high-quality communications services to our customers, we must make significant investments in property, plant 
and equipment. The amount of capital investment is influenced by demand for services and products, continued growth and 
regulatory considerations. Our capital expenditures totaled $8,320 for 2006, $5,576 for 2005 and $5,099 for 2004. Capital 
expenditures in the wireline segment, which represented substantially all of our capital expenditures, increased 50.4% in 2006, 
reflecting the acquisition of ATTC, and 5.9% in 2005. Our capital expenditures are primarily for our wireline subsidiaries’ 
networks, Project Lightspeed, merger-integration projects and support systems for our long-distance service.  
   
Because of opportunities made available by the continued changing regulatory environment and our acquisitions of ATTC and 
BellSouth, we expect that our capital expenditures for the next two years, which include wireless network expansion and 
Project Lightspeed, will be in the mid-teens as a percentage of consolidated revenue. We continue to expect spending to be 
approximately $4,600 on our Project Lightspeed initiative for network-related deployment costs and capital expenditures from 
2006 through 2008, as well as additional customer activation capital expenditures. During 2006 we spent approximately 
$1,500 on our Project Lightspeed initiative. We remain on budget for this overall target and expect to spend approximately 
$3,100 during 2007 and 2008. These expenditures may increase slightly if the programming and features of the video offering 
expand or if additional network conditioning is required. We expect that the business opportunities made available, specifically 
in the data/broadband area, will allow us to expand our products and services (see “U-verse Services (Project Lightspeed)” 
discussed in “Expected Growth Areas”).  
   
We expect to fund 2007 capital expenditures for our wireline segment, which includes international operations, using cash 
from operations and incremental borrowings, depending on interest rate levels and overall market conditions.  
   
As of December 31, 2006, our wireless segment (AT&T Mobility) spent $7,039 primarily for GSM/GPRS/EDGE network 
upgrades with their cash from operations, dispositions and, as needed, advances under the revolving credit agreement with us 
and BellSouth (see Note 14). During 2006, we made net advances to AT&T Mobility of $1,089 under the revolving credit 
agreement. Additionally, in November 2006, AT&T Mobility completed its purchase of 48 licenses of wireless spectrum from 
the FCC for $1,335. The upgrade, integration and expansion of our wireless networks will continue to require substantial 
amounts of capital over the next several years, although we expect these spending levels to decline since we have completed 
most of our capital expenditures for our UMTS/HSDPA upgrade and the integration of our California network. In 2007, our 
wireless capital expenditures should be in the lower double-digit range as a percent of our wireless revenues for the integration 
and expansion of its networks and the installation of UMTS/HSDPA technology in a number of markets. We expect to fund 
2007 capital expenditures for our wireless segment using cash from operations and incremental borrowings, depending on 
interest rate levels and overall market conditions.  
   
The other segment capital expenditures were less than 2.0% of total capital expenditures in 2006. Included in the other 
segment are equity investments, which should be self-funding as they are not direct AT&T operations; as well as corporate and 
Sterling operations, which we expect to fund using cash from operations. We expect to fund any directory segment capital 
expenditures using cash from operations.  
   
Cash Used in or Provided by Financing Activities  
We plan to fund our 2007 financing activities primarily through cash from operations. We will continue to examine 
opportunities to fund our activities by issuing debt at favorable rates in order to refinance some of our debt maturities and with 
cash from the disposition of certain other non-strategic investments.  
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   •  $130 related to the acquisition of Comergent, Inc., which provides Internet-based services related to services offered by 
our Sterling subsidiary.  

   •  $62 related to an investment in 2Wire Inc., a privately held company that provides services related to Project 
Lightspeed.  

   •  $50 related to the acquisition of Nistevo Corporation, which provides Internet-based services for our Sterling 
subsidiary.  

   •  $898 in cash received upon closing our acquisition of BellSouth, net of merger acquisition costs.  

   •  $567 of proceeds from real estate sale-leaseback transactions.  

   •  $189 related to the sale of securities and other assets.  
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We paid dividends of $5,153 in 2006, $4,256 in 2005 and $4,141 in 2004, reflecting the issuance of additional shares for the 
ATTC acquisition and dividend increases. Dividends declared by our Board of Directors totaled $1.35 per share in 2006, $1.30 
per share in 2005 and $1.26 per share in 2004. In December 2006, our Board of Directors approved a 6.8% increase in the 
regular quarterly dividend to $0.355 per share. Our dividend policy considers both the expectations and requirements of 
stockholders, internal requirements of AT&T and long-term growth opportunities. It is our intent to provide the financial 
flexibility to allow our Board of Directors the opportunity to continue our historical approach to dividend growth. All 
dividends remain subject to approval by our Board of Directors.  
   
Our Board of Directors has authorized the repurchase of up to 400 million shares of AT&T common stock; this authorization 
expires at the end of 2008. During 2006, we repurchased 84 million shares at a cost of $2,678. We expect our 2007 share 
repurchase to total approximately $7,300. We have repurchased, and intend to continue to repurchase, shares pursuant to plans 
that comply with the requirements of Rule 10b5-1(c) under the Securities Exchange Act of 1934. In February 2007, we issued 
approximately $3,200 in long-term debt, part of the proceeds of which we intend to use to repurchase shares. We will fund our 
additional share repurchases through a combination of cash from operations, borrowings, dependent upon market conditions, 
and cash from the disposition of certain non-strategic investments. See our “Issuer Equity Repurchases” table for share 
repurchase details in the fourth quarter of 2006.  
   
At December 31, 2006, we had $9,733 of debt maturing within one year, which included $5,214 of commercial paper 
borrowings, $4,414 of long-term debt maturities and $105 of bank borrowings. All of our commercial paper borrowings are 
due within 90 days. The availability of bank borrowings is contingent on the level of cash held by some of our foreign 
subsidiaries. We continue to examine our mix of short- and long-term debt in light of interest rate trends.  
   
During 2006, debt repayments totaled $4,244 and consisted of:  

   
In May 2006, we received net proceeds of $1,491 from the issuance of $1,500 of long-term debt consisting of $900 of two-year 
floating rate notes and $600 of 6.80%, 30-year bonds maturing in 2036.  
   
We received net proceeds of $134 due to the unwinding of our interest rate foreign currency swap related to the repayment of 
our Euro-denominated debt, mentioned previously. (See Note 8)  
   
In July 2006, we replaced our three-year $6,000 credit agreement with a five-year $6,000 credit agreement with a syndicate of 
investment and commercial banks. The current agreement will expire in July 2011. The available credit under this agreement 
increased by an additional $4,000 when we completed our acquisition of BellSouth. This incremental available credit is 
intended to replace BellSouth’s $3,000 credit facility, which was terminated in January 2007. We have the right to request the 
lenders to further increase their commitments (i.e., raise the available credit) up to an additional $2,000 provided no event of 
default under the credit agreement has occurred. We also have the right to terminate, in whole or in part, amounts committed 
by the lenders under this agreement in excess of any outstanding advances; however, any such terminated commitments may 
not be reinstated. Advances under this agreement may be used for general corporate purposes, including support of commercial 
paper borrowings and other short-term borrowings. There is no material adverse change provision governing the drawdown of 
advances under this credit agreement. This agreement contains a negative pledge covenant, which requires that, if at any time 
we or a subsidiary pledge assets or otherwise permits a lien on its properties, advances under this agreement will be ratably 
secured, subject to specified exceptions. We must maintain a debt-to-EBITDA (earnings before interest, income taxes, 
depreciation and amortization, and other modifications described in the agreement) financial ratio covenant of not more than 
three-to-one as of the last day of each fiscal quarter for the four quarters then ended. We are in compliance with all covenants 
under the agreement. At December 31, 2006, we had no borrowings outstanding under this agreement. (See Note 7)  
   
Following the acquisition of BellSouth in December 2006, we agreed:  
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   •  $4,040 related to debt repayments with interest rates ranging from 5.75% to 9.50%, which included $284 associated 
with unwinding an interest rate foreign currency swap on our Euro-denominated debt (see Note 8).  

   •  $148 related to called and put debt with interest rates ranging from 6.35% to 9.5%.  

   •  $56 related to scheduled principal payments on other debt and repayments of other borrowings.  

   •  To become a co-obligor on the $750 principal amount 7.5% senior notes due May 1, 2007, and on the $2,000 principal 
amount 8.125% senior notes due May 1, 2012, originally issued by AWE and on which AT&T Mobility is also a co-
obligor.  
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In February 2007, we received net proceeds of approximately $3,150 from the issuance of $1,500 principal amount of floating-
rate notes due in 2010, $1,200 principal amount of 6.375% notes due in 2056 and $500 principal amount of 5.625% notes due 
in 2016.  
   
Other  
Our total capital consists of debt (long-term debt and debt maturing within one year) and stockholders’ equity. Our capital 
structure does not include debt issued by our international equity investees. Total capital increased $90,076 in 2006 compared 
to $17,791 in 2005. The 2006 total capital increase was primarily due to the purchase of BellSouth (see Note 2). For 2006, our 
common stock outstanding and capital in excess of par value increased by $60,850 and our current and long-term debt 
increased by $29,226. The increase in total debt was primarily due to acquired debt from BellSouth and AT&T Mobility of 
$28,321, an increase in commercial paper and other short-term borrowings of $3,649, debt issuances of $1,500, partially offset 
by debt repayments of $4,244 during 2006. Stockholders’ equity also increased due to our net income and was partially offset 
by dividend payments and our repurchases of common shares through our stock repurchase program.  
   
For 2005, our common stock outstanding and capital in excess of par value increased nearly $14,200 and our current and long-
term debt increased by $3,605. The increase in total debt of $3,605 was primarily due to acquired debt from ATTC of $8,293 
and debt issuances of $2,000, partially offset by debt repayments of $6,801 during 2005. Stockholders’ equity also increased 
due to our net income and was partially offset by dividend payments and our repurchases of common shares through our stock 
repurchase program.  
   
Our debt ratio was 34.1%, 35.9% and 40.0% at December 31, 2006, 2005 and 2004. The debt ratio is affected by the same 
factors that affect total capital. The primary factor contributing to the decline in our 2006 debt ratio was the acquisition of 
BellSouth, which increased our stockholders’ equity approximately 105% and our total long-term debt by 96%. The primary 
factor that impacted our 2005 debt ratio was the acquisition of ATTC, which increased stockholders’ equity and our total long-
term debt.  
   
Contractual Obligations, Commitments and Contingencies  
   
Current accounting standards require us to disclose our material obligations and commitments to making future payments 
under contracts, such as debt and lease agreements, and under contingent commitments, such as debt guarantees. We 
occasionally enter into third-party debt guarantees, but they are not, nor are they reasonably likely to become material. We 
disclose our contractual long-term debt repayment obligations in Note 7 and our operating lease payments in Note 5. Our 
contractual obligations do not include expected pension and postretirement payments as we maintain pension funds and 
Voluntary Employee Beneficiary Association trusts to fully or partially fund these benefits (see Note 10). In the ordinary 
course of business we routinely enter into commercial commitments for various aspects of our operations, such as plant 
additions and office supplies. However, we do not believe that the commitments will have a material effect on our financial 
condition, results of operations or cash flows.  
   
Our contractual obligations as of December 31, 2006, are in the following table. The purchase obligations that follow are those 
for which we have guaranteed funds and will be funded with cash provided by operations or through incremental borrowings. 
The minimum commitment for certain obligations is based on termination penalties that could be paid to exit the contract. 
Since termination penalties would not be paid every year, such penalties are excluded from the table. Other long-term 
liabilities were included in the table based on the year of required payment or an estimate of the year of payment. Such 
estimate of payment is based on a review of past trends for these items, as well as a forecast of future activities. Certain items 
were excluded from the following table as the year of payment is unknown and could not be reliably estimated since past 
trends were not deemed to be an indicator of future payment.  
   
Substantially all of our purchase obligations are in our wireline and wireless segments. The table does not include the fair 
value of our interest rate swaps. Our capital lease obligations have been excluded from the table due to the immaterial value at  
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   •  To unconditionally and irrevocably guarantee the payment of interest and principal for the $1,200 principal amount of 
floating rate notes of BellSouth due August 15, 2008. We do not have plans to materially change the corporate 
structures of BellSouth and AT&T Mobility.  

   •  To unconditionally and irrevocably guarantee all obligations under, including the payment of interest and principal on, 
the $1,000 principal amount of annual put reset securities issued by BellSouth due 2021, which were originally issued 
on April 27, 2001 with an annual put option. In addition, we agreed to assume all of BellSouth’s reporting obligations 
under these securities.  
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December 31, 2006. Many of our other noncurrent liabilities have been excluded from the following table due to the 
uncertainty of the timing of payments, combined with the absence of historical trending to be used as a predictor of such 
payments. Additionally, certain other long-term liabilities have been excluded since settlement of such liabilities will not 
require the use of cash. However, we have included in the following table, obligations which primarily relate to benefit funding 
and severance due to the certainty of the timing of these future payments. Our other long-term liabilities are: deferred income 
taxes (see Note 9) of $27,406; postemployment benefit obligations (see Note 10) of $28,901; unamortized investment tax 
credits of $181; and other noncurrent liabilities of $8,061, which included deferred lease revenue from our agreement with 
American Tower of $568 (see Note 5).  
   

   
Market Risk  
   
We are exposed to market risks primarily from changes in interest rates and foreign currency exchange rates. In managing 
exposure to these fluctuations, we may engage in various hedging transactions that have been authorized according to 
documented policies and procedures. On a limited basis, we use certain derivative financial instruments, including foreign 
currency exchange contracts and combined interest rate foreign currency contracts to manage these risks. We do not use 
derivatives for trading purposes, to generate income or to engage in speculative activity. Our capital costs are directly linked to 
financial and business risks. We seek to manage the potential negative effects from market volatility and market risk. The 
majority of our financial instruments are medium- and long-term fixed rate notes and debentures. Fluctuations in market 
interest rates can lead to significant fluctuations in the fair value of these notes and debentures. It is our policy to manage our 
debt structure and foreign exchange exposure in order to manage capital costs, control financial risks and maintain financial 
flexibility over the long term. Where appropriate, we will take actions to limit the negative effect of interest and foreign 
exchange rates, liquidity and counterparty risks on stockholder value.  
   
We enter into foreign currency contracts to minimize our exposure to risk of adverse changes in currency exchange rates. We 
are subject to foreign exchange risk for foreign currency-denominated transactions, such as debt issued, recognized payables 
and receivables and forecasted transactions. At December 31, 2006, our foreign currency exposures were principally Euros, 
British pound sterling, Danish krone and Japanese Yen.  
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   Payments Due By Period  

Contractual Obligations  Total  
Less than 1 

Year  1 - 3 Years  3 - 5 Years  
More than 5 

Years  
Long-term debt obligations 1  $  51,863  $  4,400  $  9,814  $  9,738  $  27,911  
Commercial paper obligations     5,214     5,214     -     -     -  
Other short-term borrowings     105     105     -     -     -  
Operating lease obligations     14,296     1,961     3,206     2,382     6,747  
Purchase obligations 2, 3     5,797     2,564     2,100     802     331  
Other long-term obligations 4     2,865     632     1,181     755     297  
Retirement benefit funding obligation     1,000     -     1,000     -     -  
Severance obligations     980     902     78     -     -  
Total Contractual Obligations  $  82,120  $  15,778  $  17,379  $  13,677  $  35,286  

1   The impact of premiums/discounts and derivative instruments included in debt amounts on the balance sheet are excluded from the table.  
2   We have contractual obligations to utilize network facilities from local exchange carriers with terms greater than one year. Since the contracts have no minimum  

    volume requirements and are based on an interrelationship of volumes and discounted rates, we assessed our minimum commitment based on penalties to exit the  
    contracts, assuming that we had exited the contracts on December 31, 2006. At December 31, 2006, the penalties we would have incurred to exit all of these  
    contracts would have been $897. These termination fees could be $623 in 2007, $413 in the aggregate for 2008 and 2009 and $4 for 2010, assuming that all contracts  
    are exited. These termination fees are excluded from the above table as the fees would not be paid every year and the timing of such payments, if any, is uncertain.  
3   We calculated the minimum obligation for certain agreements to purchase goods or services based on termination fees that can be paid to exit the contract. If we elect 
 
    to exit these contracts, termination fees for all such contracts in the year of termination could be approximately $244 in 2007, $336 in the aggregate for 2008 and  
    2009, $140 in the aggregate for 2010 and 2011 and $0 in the aggregate, thereafter. Certain termination fees are excluded from the above table as the fees would not be 
 
    paid every year and the timing of such payments, if any, is uncertain.  
4   Other long-term obligations includes commitments with local exchange carriers for dedicated leased lines.  
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Quantitative Information About Market Risk  
   
In order to determine the changes in fair value of our various financial instruments, we use certain financial modeling 
techniques. We apply rate-sensitivity changes directly to our interest rate swap transactions and forward rate sensitivity to our 
foreign currency-forward contracts.  
   
The changes in fair value, as discussed below, assume the occurrence of certain market conditions, which could have an 
adverse financial impact on AT&T and do not represent projected gains or losses in fair value that we expect to incur. Future 
impacts would be based on actual developments in global financial markets. We do not foresee any significant changes in the 
strategies used to manage interest rate risk, foreign currency rate risk or equity price risk in the near future.  
   
Interest Rate Sensitivity The principal amounts by expected maturity, average interest rate and fair value of our liabilities that 
are exposed to interest rate risk are described in Notes 7 and 8. Following are our interest rate derivatives, subject to interest 
rate risk as of December 31, 2006. The interest rates illustrated in the interest rate swaps section of the table below refer to the 
average expected rates we would receive and the average expected rates we would pay based on the contracts. The notional 
amount is the principal amount of the debt subject to the interest rate swap contracts . The net fair value asset (liability) 
represents the amount we would receive or pay if we had exited the contracts as of December 31, 2006.  
   

   
We had fair value interest rate swaps with a notional value of $5,050 at December 31, 2006, and $4,250 at December 31, 2005, 
with a net carrying and fair value liability of $80 and $16, respectively. In 2006, we had $1,000 of swaps mature related to our 
repayment of the underlying security. The net fair value liability at December 31, 2006, was comprised of a liability of $86 and 
an asset of $6. The net fair value liability at December 31, 2005, was comprised of a liability of $33 and an asset of $17.  
   
Included in the fair value interest rate swap notional value for 2006 were interest rate swaps with a notional amount of $1,800, 
which was acquired as a result of our acquisition of BellSouth on December 29, 2006. These swaps were unwound in January 
2007 and are therefore excluded from the sensitivity table above.  
   
Foreign Exchange Forward Contracts The fair value of foreign exchange contracts is subject to changes in foreign currency 
exchange rates. For the purpose of assessing specific risks, we use a sensitivity analysis to determine the effects that market 
risk exposures may have on the fair value of our financial instruments and results of operations. To perform the sensitivity 
analysis, we assess the risk of loss in fair values from the effect of a hypothetical 10% change in the value of foreign currencies 
(negative change in the value of the U.S. dollar), assuming no change in interest rates. See Note 8 to the consolidated financial 
statements for additional information relating to notional amounts and fair values of financial instruments.  
   
For foreign exchange forward contracts outstanding at December 31, 2006, assuming a hypothetical 10% depreciation of the 
U.S. dollar against foreign currencies from the prevailing foreign currency exchange rates, the fair value of the foreign 
exchange forward contracts (net liability) would have decreased approximately $30. Because our foreign exchange contracts 
are entered into for hedging purposes, we believe that these losses would be largely offset by gains on the underlying 
transactions.  
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   Maturity  
                        Fair  
                  After     Value  
   2007  2008  2009  2010  2011  2011  Total  12/31/06  

Interest Rate Derivatives                          
Interest Rate Swaps:                          
Receive Fixed/Pay Variable                          

Notional Amount  -  -  -  -  $1,250  $2,000  $3,250  $(36)  
Variable Rate Payable 1  6.3%  6.1%  6.1%  6.2%  6.2%  6.0%        
Weighted-Average Fixed                          

Rate Receivable  6.0%  6.0%  6.0%  6.0%  6.0%  5.9%        
1    Interest payable based on current and implied forward rates for Three or Six Month LIBOR plus a spread ranging between approximately 64 and 170  

    basis points.  
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The risk of loss in fair values of all other financial instruments resulting from a hypothetical 10% change in market prices was 
not significant as of December 31, 2006.  
   
Qualitative Information About Market Risk  
   
Foreign Exchange Risk From time to time, we make investments in businesses in foreign countries, are paid dividends and 
receive proceeds from sales or borrow funds in foreign currency. Before making an investment, or in anticipation of a foreign 
currency receipt, we often will enter into forward foreign exchange contracts. The contracts are used to provide currency at a 
fixed rate. Our policy is to measure the risk of adverse currency fluctuations by calculating the potential dollar losses resulting 
from changes in exchange rates that have a reasonable probability of occurring. We cover the exposure that results from 
changes that exceed acceptable amounts. We do not speculate in foreign exchange markets.  
   
We have also entered into foreign currency contracts to minimize our exposure to risk of adverse changes in currency 
exchange rates. We are subject to foreign exchange risk for foreign currency-denominated transactions, such as debt issued, 
recognized payables and receivables and forecasted transactions. At December 31, 2006, our foreign currency exposures were 
principally Euros, British pound sterling, Danish krone and Japanese Yen.  
   
Interest Rate Risk We issue debt in fixed and floating rate instruments. Interest rate swaps are used for the purpose of 
controlling interest expense by managing the mix of fixed and floating rate debt. Interest rate forward contracts are utilized to 
hedge interest expense related to debt financing. We do not seek to make a profit from changes in interest rates. We manage 
interest rate sensitivity by measuring potential increases in interest expense that would result from a probable change in interest 
rates. When the potential increase in interest expense exceeds an acceptable amount, we reduce risk through the issuance of 
fixed rate (in lieu of variable rate) instruments and the purchase of derivatives.  
   
Issuer Equity Repurchases  
   
On March 4, 2006, our Board of Directors authorized the repurchase of up to 400 million shares of AT&T common stock; this 
authorization expires at the end of 2008. During the fourth quarter of 2006, we repurchased 39.2 million shares at a cost of 
$1,319. Under this repurchase plan, we repurchased $2,678 in shares during 2006. We expect our combined buyback for 2006 
and 2007 to total $10,000 at the end of 2007. We have repurchased, and intend to continue to repurchase, shares pursuant to 
plans that comply with the requirements of Rule 10b5-1(c) under the Securities Exchange Act of 1934. We will fund our share 
repurchases through a combination of cash from operations, borrowings, dependent upon market conditions, and cash from the 
disposition of certain non-strategic investments.  
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Purchase Period  

Total Number 
of Shares 

Purchased  

Average 
Price Paid 

per Share 1  

Total Number of 
Shares Purchased as 

Part of Publicly 
Announced Plans or 

Programs  

Maximum Number of 
Shares that May Yet Be 

Purchased Under the 
Plans or Programs  

October 2, 2006 – 
October 31, 2006  12,600,000  $   33.05  12,600,000  342,430,000  
November 1, 2006 –  
November 30, 2006  13,832,816  $   33.28  13,832,816  328,597,184  
December 1, 2006 –  
December 20, 2006  12,765,068  $   34.64  12,765,068  315,832,116  
Total  39,197,884  $   33.65  39,197,884  315,832,116  

   1 Average Price Paid per Share excludes transaction costs.  
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Stock Performance Graph  
   

  
   
The comparison above assumes $100 invested on December 31, 2001, in AT&T common stock, Standard & Poor’s 500 Index 
(S&P 500), Standard & Poor's 500 Integrated Telecom Index (Telecom Index) and a Peer Group of other large U.S. 
telecommunications companies (BellSouth and Verizon). The index of telecommunications companies (Peer Group) is 
weighted according to the market capitalization of its component companies at the beginning of each period. As a result of the 
acquisition of BellSouth on December 29, 2006, the Peer Group will no longer represent multiple independent companies, so 
we have adopted the Telecom Index to represent comparable companies. Total return equals stock price appreciation plus 
reinvestment of dividends on a quarterly basis.  
   
Certification by the Chief Executive Officer  
   
As required under the rules of the New York Stock Exchange (NYSE), our chief executive officer has timely submitted to the 
NYSE his annual certification that he is not aware of any violation by the company of NYSE corporate governance standards. 
Also as required under the rules of the NYSE, readers are advised that the certifications required under Section 302 of the 
Sarbanes-Oxley Act of 2002 are not included in this report but instead are included as exhibits to our Annual Report on Form 
10-K for 2006.  
   
Risk Factors  
   
In addition to the other information set forth in this document, including the matters contained under the caption “Cautionary 
Language Concerning Forward-Looking Statements,” you should carefully read the matters described below. We believe that 
each of these matters could materially affect our business. We recognize that most of these factors are beyond our ability to 
control and therefore to predict an outcome. Accordingly, we have organized them by first addressing general factors, then 
industry factors and, finally, items specifically applicable to us.  
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Comparison of Five Year Cumulative Total Return  
AT&T Inc., S&P 500 Index, Peer Group, and S&P 500 Integrated Telecom Index  
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Adverse changes in medical costs and the U.S. and foreign securities markets and interest rates could materially 
increase our benefit plan costs.  
   
Our pension and postretirement costs are subject to increases, primarily due to continuing increases in medical and prescription 
drug costs and can be affected by lower returns in prior years on funds held by our pension and other benefit plans, which are 
reflected in our financial statements over several years. Investment returns on these funds depend largely on trends in the U.S. 
and foreign securities markets and the U.S. economy. In calculating the annual costs included on our financial statements of 
providing benefits under our plans, we have made certain assumptions regarding future investment returns, medical costs and 
interest rates. If actual investment returns, medical costs and interest rates are worse than those previously assumed, our annual 
costs will increase.  
   
The FASB required companies to recognize the funded status of defined benefit pension and postretirement plans as an asset or 
liability in our statement of financial position and to recognize changes in that funded status in the year in which the changes 
occur through comprehensive income. Therefore, an increase in our costs will have a negative effect on our balance sheet.  
   
Changes in available technology could increase competition and our capital costs.  
   
The telecommunications industry has experienced rapid changes in the last several years. The development of wireless, cable 
and IP technologies has significantly increased the commercial viability of alternatives to traditional wireline telephone service 
and enhanced the capabilities of wireless networks. In order to remain competitive, we have begun to deploy a more 
sophisticated wireline network and continue to deploy a more sophisticated wireless network, as well as research other new 
technologies. If the new technologies we have adopted or on which we have focused our research efforts fail to be cost-
effective and accepted by customers, our ability to remain competitive could be materially adversely affected.  
   
Changes to federal, state and foreign government regulations and decisions in regulatory proceedings could materially 
adversely affect us.  
   
Our wireline subsidiaries are subject to significant federal and state regulation while many of our competitors are not. In 
addition, our subsidiaries and affiliates operating outside the U.S. are also subject to the jurisdiction of national regulatory 
authorities in the market where service is provided. Our wireless subsidiaries are regulated to varying degrees by the FCC and 
some state and local agencies. The adoption of new regulations or changes to existing regulations could significantly increase 
our costs, which either would reduce our operating margins or potentially increase customer turnover should we attempt to 
increase prices to cover our increased costs. In addition, the development of new technologies, such as IP-based services, has 
created or potentially could create conflicting regulation between the FCC and various state and local authorities, which may 
involve lengthy litigation to resolve and may result in outcomes unfavorable to us.  
   
Increasing competition in our wireline markets could adversely affect wireline operating margins.  
   
We expect competition in the telecommunications industry to continue to intensify. We expect this competition will continue 
to put pressure on pricing, margins and customer retention. A number of our competitors that rely on comparable alternatives 
(e.g., wireless, cable and VoIP) are typically subject to less (or no) regulation than our wireline subsidiaries and therefore are 
able to operate with lower costs. These competitors also have cost advantages compared to us, due in part to a non-unionized 
workforce, lower employee benefits and fewer retirees (as most of the competitors are relatively new companies). We believe 
such advantages can be offset by continuing to increase the efficiency of our operating systems and by improving employee 
training and productivity; however, there can be no guarantee that our efforts in these areas will be successful.  
   
Increasing competition in the wireless industry could adversely affect AT&T Mobility’s operating resul ts.  
   
On average, AT&T Mobility has three to four other wireless competitors in each of its service areas and competes for 
customers based principally on price, service offerings, call quality, coverage area and customer service. In addition, AT&T 
Mobility is likely to experience growing competition from providers offering services using alternative wireless technologies 
and IP-based networks as well as traditional wireline networks. AT&T Mobility expects intense industry competition and 
market saturation may cause the wireless industry’s customer growth rate to moderate in comparison with historical growth 
rates. This competition will continue to put pressure on pricing and margins as companies compete for potential customers.  
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Management’s Discussion and Analysis of Financial Condition and Results of Operations, continued  
Dollars in millions except per share amounts  
   
AT&T Mobility’s ability to respond will depend, among other things, on continued improvement in network quality and 
customer service and effective marketing of attractive products and services. These efforts will involve significant expenses 
and require strategic management decisions on, and timely implementation of equipment choices, marketing plans and 
financial budgets.  
   
Equipment failures, natural disasters and terrorist attacks may materially adversely affect our operations .  
   
Major equipment failures or natural disasters, including severe weather, terrorist acts or other breaches of network or IT 
security that affect our wireline and wireless networks, including telephone switching offices, microwave links, third-party 
owned local and long distance networks on which we rely, our cell sites or other equipment, could have a material adverse 
effect on our operations. While we have insurance coverage for some of these events, our inability to operate our wireline or 
wireless systems, even for a limited time period, may result in significant expenses, a loss of customers or impair our ability to 
attract new customers, which could have a material adverse effect on our business, results of operations and financial 
condition.  
   
The success of our Project Lightspeed broadband initiative will depend on the timing, extent and cost of deployment; 
the development of attractive and profitable service offerings; the extent to which regulatory, franchise fees and build-
out requirements apply to this initiative; and the availability and reliability of the various technologies required to 
provide such offerings.  
   
The trend in telecommunications technology is to shift from the traditional circuit- and wire-based technology to IP-based 
technology. IP-based technology can transport voice and data, as well as video, from both wired and wireless networks. IP-
based networks also potentially cost less to operate than traditional networks. Our competitors, many of which are newer 
companies, are deploying this IP-based technology. In order to continue to offer attractive and competitively priced services, 
we are deploying a new broadband network to offer IP-based voice, data and video services. Using a new and sophisticated 
technology on a very large scale entails risks but also presents opportunities to expand service offerings to customers. Should 
deployment of our network be delayed or costs exceed expected amounts, our margins would be adversely affected and such 
effects could be material. Should regulatory requirements be different than we anticipated, our deployment could be delayed, 
perhaps significantly, or limited to only those geographical areas where regulation is not burdensome. In addition, should the 
delivery of services expected to be deployed on our network be delayed due to technological or regulatory constraints, 
performance of suppliers, or other reasons, or the cost of providing such services becomes higher than expected, customers 
may decide to purchase services from our competitors, which would adversely affect our revenues and margins, and such 
effects could be material.  
   
Our acquisition of ATTC may not be integrated successfully; the expected cost-savings and any other synergies from 
the acquisition may take longer to realize than expected or may not be fully realized; and disruption from the 
acquisition may adversely affect our relationships with customers, employees, suppliers and other parties.  
   
We acquired ATTC in November 2005 in order to combine ATTC’s global systems capabilities, business and government 
customers and IP-based business with our local exchange, broadband and wireless services and to create potential cost-savings, 
revenue synergies, technological development and other benefits. To date, the integration of ATTC’s businesses has proceeded 
on schedule and within our budget assumptions. We have not experienced any significant customer or supplier disruptions. 
However, this process is lengthy and we expect that it will continue to involve significant management attention. We also 
expect to continue to incur substantial expenses related to the integration of ATTC. We must integrate a large number of 
systems, both operational and administrative. These integration expenses have resulted in our taking significant charges against 
earnings, both cash and noncash, primarily from the amortization of intangibles and one-time impairments. Delays in this 
process could have a material adverse effect on our revenues, expenses, operating results and financial condition. In addition, 
events outside of our control, including changes in state and federal regulation and laws as well as economic trends, also could 
adversely affect our ability to integrate ATTC, and such effects could be material.  
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Management’s Discussion and Analysis of Financial Condition and Results of Operations, continued  
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The impact of our year-end acquisition of BellSouth, including the risk that the businesses will not be integrated 
successfully; the risk that the cost-savings and any other synergies from the acquisition may take longer to realize than 
expected or may not be fully realized; and disruption from the acquisition may make it more difficult to maintain 
relationships with customers, employees or suppliers.  
   
We acquired BellSouth in order to streamline the ownership and operations of AT&T Mobility and to combine the AT&T 
Mobility, BellSouth and AT&T IP networks into a single IP network; to speed the deployment, and at lower cost, of next-
generation IP video and other services; to provide business customers with the benefits of combining AT&T’s national and 
international networks and services with BellSouth’s local exchange and broadband services; and to create potential cost-
savings, technological development and other benefits. Achieving these results will depend in part on successfully integrating 
three large corporations, which could involve significant management attention and create uncertainties for employees. 
Additionally, we and AT&T Mobility are already in the process of integrating previous acquisitions. Uncertainty among 
employees could adversely affect our ability to attract and retain key employees. Diversion of attention from ongoing 
operations on the part of management and employees could adversely affect our customers, suppliers and other parties with 
whom we have relationships. Customers and strategic partners may delay or defer decisions to use services of AT&T, which 
could adversely affect our revenues and earnings. We also expect to incur substantial expenses related to the integration of 
these companies. We must integrate a large number of systems, both operational and administrative. These integration 
expenses may result in our taking significant charges against earnings, both cash and noncash, primarily from the amortization 
of intangibles. Delays in this process could have a material adverse effect on our revenues, expenses, operating results and 
financial condition. In addition, events outside of our control, including changes in state and federal regulation and laws as 
well as economic trends, also could adversely affect our ability to realize the expected benefits from this acquisition.  
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CAUTIONARY LANGUAGE CONCERNING FORWARD -LOOKING STATEMENTS  
   
Information set forth in this report contains forward-looking statements that are subject to risks and uncertainties, and actual 
results could differ materially. Many of these factors are discussed in more detail in the “Risk Factors” section. We claim the 
protection of the safe harbor for forward-looking statements provided by the Private Securities Litigation Reform Act of 1995.  
   
The following factors could cause our future results to differ materially from those expressed in the forward-looking 
statements:  

   
Readers are cautioned that other factors discussed in this report, although not enumerated here, also could materially affect our 
future earnings.  
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•  Adverse economic changes in the markets served by us or in countries in which we have significant investments.  

•  Changes in available technology and the effects of such changes including product substitutions and deployment costs.  

•  Increases in our benefit plans’ costs including increases due to adverse changes in the U.S. and foreign securities markets, 
resulting in worse-than-assumed investment returns and discount rates, and adverse medical cost trends.  

•  The final outcome of Federal Communications Commission proceedings and reopenings of such proceedings and judicial 
review, if any, of such proceedings, including issues relating to access charges, broadband deployment, unbundled loop 
and transport elements and wireless services.  

•  The final outcome of regulatory proceedings in the states in which we operate and reopenings of such proceedings, and 
judicial review, if any, of such proceedings, including proceedings relating to interconnection terms, access charges, 
universal service, UNE-Ps and resale and wholesale rates, broadband deployment including Project Lightspeed, 
performance measurement plans, service standards and traffic compensation.  

•  Enactment of additional state, federal and/or foreign regulatory and tax laws and regulations pertaining to our subsidiaries 
and foreign investments.  

•  Our ability to absorb revenue losses caused by increasing competition, including offerings using alternative technologies 
(e.g., cable, wireless and VoIP), and our ability to maintain capital expenditures.  

•  The extent of competition and the resulting pressure on access line totals and wireline and wireless operating margins.  

•  Our ability to develop attractive and profitable product/service offerings to offset increasing competition in our wireline 
and wireless markets.  

•  The ability of our competitors to offer product/service offerings at lower prices due to lower cost structures and regulatory 
and legislative actions adverse to us, including state regulatory proceedings relating to UNE-Ps and nonregulation of 
comparable alternative technologies (e.g., VoIP).  

•  The timing, extent and cost of deployment of our Project Lightspeed initiative; the development of attractive and profitable 
service offerings; the extent to which regulatory, franchise fees and build-out requirements apply to this initiative, and; the 
availability, cost and/or reliability of the various technologies and/or content required to provide such offerings.  

•  The outcome of pending or threatened litigation including patent claims against third parties doing business with us.  

•  The impact on our networks and business of major equipment failures, severe weather conditions, natural disasters or 
terrorist attacks.  

•  The issuance by the Financial Accounting Standards Board or other accounting oversight bodies of new accounting 
standards or changes to existing standards.  

•  The issuance by the Internal Revenue Service and/or state tax authorities of new tax regulations or changes to existing 
standards and actions by federal, state or local tax agencies and judicial authorities with respect to applying applicable tax 
laws and regulations; and the resolution of disputes with any taxing jurisdictions.  

•  Our ability to adequately fund our wireless operations, including access to additional spectrum; network upgrades and 
technological advancements.  

•  The impact of our acquisition of BellSouth, including the risk that the businesses will not be integrated successfully; the 
risk that the cost savings and any other synergies from the acquisition may take longer to realize than expected or may not 
be fully realized; and the disruption from the acquisition may make it more difficult to maintain relationships with 
customers, employees or suppliers.  

•  The impact of our acquisition of ATTC, including the risk that the businesses will not be integrated successfully; the risk 
that the cost savings and any other synergies from the acquisition may not be fully realized or may take longer to realize 
than expected; disruption from the integration process making it more difficult to maintain relationships with customers, 
employees or suppliers; and competition and its effect on pricing, spending, third-party relationships and revenues.  

•  Changes in our corporate strategies, such as changing network requirements or acquisitions and dispositions, to respond to 
competition and regulatory, legislative and technological developments.  
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AT&T Inc.                    
Consolidated Statements of Income                    
Dollars in millions except per share amounts                    

    2006    2005    2004     
Operating Revenues                    
Voice  $ 33,908  $ 24,484  $ 23,553     
Data    18,068    10,734    9,046     
Wireless service    192    -    -     
Directory    3,621    3,625    3,665     
Other    7,266    4,921    4,469     
Total operating revenues    63,055    43,764    40,733     

                    
Operating Expenses                    
Cost of sales (exclusive of depreciation and amortization                    

shown separately below)    27,349    19,009    17,361     
Selling, general and administrative    15,511    10,944    9,907     
Depreciation and amortization    9,907    7,643    7,564     
Total operating expenses    52,767    37,596    34,832     
Operating Income    10,288    6,168    5,901     

                    
Other Income (Expense)                    
Interest expense    (1,843)    (1,456)    (1,023)    
Interest income    377    383    492     
Equity in net income of affiliates    2,043    609    873     
Other income (expense) – net    16    14    922     
Total other income (expense)    593    (450)    1,264     
Income Before Income Taxes    10,881    5,718    7,165     
Income taxes    3,525    932    2,186     
Income From Continuing Operations    7,356    4,786    4,979     
Income From Discontinued Operations, net of tax    -    -    908     
Net Income  $ 7,356  $ 4,786  $ 5,887     
Earnings Per Common Share:                    

Income From Continuing Operations  $ 1.89  $ 1.42  $ 1.50     
Net Income  $ 1.89  $ 1.42  $ 1.78     

Earnings Per Common Share – Assuming Dilution:                    
Income From Continuing Operations  $ 1.89  $ 1.42  $ 1.50     
Net Income  $ 1.89  $ 1.42  $ 1.77     

The accompanying notes are an integral part of the consolidated financial statements.  
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AT&T Inc.              
Consolidated Balance Sheets              
Dollars in millions except per share amounts              

    December 31,    
    2006    2005    

Assets              
Current Assets              
Cash and cash equivalents  $ 2,418  $ 1,224    
Accounts receivable - net of allowances for uncollectibles of $1,276 and $1,176    16,194     9,351    
Prepaid expenses    1,477    1,029    
Deferred income taxes    3,034    2,011    
Other current assets    2,430    1,039    
Total current assets    25,553    14,654    
Property, Plant and Equipment – Net    94,596    58,727    
Goodwill    67,657    14,055    
Intangible Assets – Net    59,740    8,503    
Investments in Equity Affiliates    1,995    2,031    
Investments in and Advances to AT&T Mobility    -    31,404    
Postemployment Benefit    14,228    12,666    
Other Assets    6,865    3,592    
Total Assets  $ 270,634  $ 145,632    
             
Liabilities and Stockholders’  Equity            
Current Liabilities            
Debt maturing within one year  $ 9,733  $ 4,455  
Accounts payable and accrued liabilities    25,508    17,088  
Accrued taxes    3,026    2,586  
Dividends payable    2,215    1,289  
Total current liabilities    40,482    25,418  
Long-Term Debt    50,063    26,115  
Deferred Credits and Other Noncurrent Liabilities            
Deferred income taxes    27,406    15,713  
Postemployment benefit obligation    28,901    18,133  
Unamortized investment tax credits    181    209  
Other noncurrent liabilities    8,061    5,354  
Total deferred credits and other noncurrent liabilities    64,549    39,409  
Stockholders’  Equity            
Common shares ($1 par value, 7,000,000,000 authorized: issued            

6,495,231,088 at December 31, 2006 and 4,065,093,907 at December 31, 2005)    6,495    4,065  
Capital in excess of par value    91,352    27,499  
Retained earnings    30,375    29,106  
Treasury shares (256,484,793 at December 31, 2006            

and 188,209,761 at December 31, 2005, at cost)    (7,368)   (5,406)  
Additional minimum pension liability adjustment    -    (218)  
Accumulated other comprehensive income    (5,314)   (356)  
Total stockholders’ equity    115,540    54,690  
Total Liabilities and Stockholders’  Equity  $ 270,634  $ 145,632  

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



   

The accompanying notes are an integral part of the consolidated financial statements.  
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AT&T Inc.                 
Consolidated Statements of Cash Flows                 
Dollars in millions, increase (decrease) in cash and cash equivalents                 

    2006    2005    2004  
Operating Activities                 
Net income  $ 7,356  $ 4,786  $ 5,887  
Adjustments to reconcile net income to net cash provided  
by operating activities:  

               

Depreciation and amortization    9,907    7,643    7,564  
Undistributed earnings from investments in equity affiliates    (1,946)     (451)     (542)  
Provision for uncollectible accounts    586    744    761  
Amortization of investment tax credits    (28)    (21)    (32)  
Deferred income tax (benefit) expense    (87)    (658)    646  
Net gain on sales of investments    (10)    (135)    (939)  
Income from discontinued operations, net of tax    -    -    (908)  
Retirement benefit funding    -    -    (2,232)  
Changes in operating assets and liabilities:                 

Accounts receivable    519    (94)    282  
Other current assets    30     34     (102)  
Accounts payable and accrued liabilities    (2,213)    74    408  
Stock-based compensation tax benefit    (18)    (3)    (5)  

Other – net    1,519    1,055    162  
Total adjustments    8,259    8,188    5,063  
Net Cash Provided by Operating Activities    15,615    12,974    10,950  
                  
Investing Activities                 
Construction and capital expenditures    (8,320)    (5,576)    (5,099)  
Receipts from (investments in) affiliates – net    (1,104)    2,436    (22,660)  
Dispositions    756    526    6,672  
Acquisitions, net of cash acquired    368    1,504    (74)  
Purchases of held-to-maturity securities    -    -    (135)  
Maturities of held-to-maturity securities    3    99    499  
Proceeds from note repayment    -    37    50  
Other    4    -    -  
Net Cash Used in Investing Activities    (8,293)    (974)    (20,747)  
                  
Financing Activities                 
Net change in short-term borrowings with original  
maturities of three months or less  

  
3,649  

  
(4,119)     3,398  

Repayment of other short-term borrowings    (2)    -    -  
Issuance of long-term debt    1,491    1,973    6,461  
Repayment of long-term debt    (4,242)    (2,682)    (881)  
Purchase of treasury shares    (2,678)    (1,843)    (448)  
Issuance of treasury shares    589    432    216  
Repurchase of preferred shares of subsidiaries    -    (728)    -  
Dividends paid    (5,153)    (4,256)    (4,141)  
Stock-based compensation tax benefit    18    3    5  
Other    200    (6)    -  
Net Cash (Used in) Provided by Financing Activities    (6,128)    (11,226)    4,610  
Net increase (decrease) in cash and cash equivalents from continuing 
operations  

  
1,194     774     (5,187)  

Net Cash Used in Operating Activities from Discontinued Operations    -     (310)     (256)  
Net Cash Provided by Investing Activities from Discontinued Operations   -     -     1,397  
Net increase (decrease) in cash and cash equivalents    1,194    464    (4,046)  
Cash and cash equivalents beginning of year    1,224    760    4,806  
Cash and Cash Equivalents End of Year  $ 2,418  $ 1,224  $ 760  



   

   
   

42  

AT&T Inc.    
Consolidated Statements of Stockholders’  Equity    
Dollars and shares in millions, except per share amounts    

                  
  2006  2005  2004    
  Shares  Amount  Shares  Amount  Shares  Amount    

Common Stock                             
Balance at beginning of year  4,065  $ 4,065  3,433 $ 3,433  3,433 $ 3,433    
Issuance of shares  2,430    2,430  632   632  -    -    
Balance at end of year  6,495  $ 6,495  4,065 $ 4,065  3,433 $ 3,433    
                                
Capital in Excess of Par Value                               
Balance at beginning of year     $ 27,499     $ 13,350     $ 13,556    
Issuance of shares        63,637        14,087        (315)   
Stock based compensation        216        62        109    
Balance at end of year     $ 91,352     $ 27,499     $ 13,350    
                                
Retained Earnings                               
Balance at beginning of year     $ 29,106     $ 28,806     $ 27,089    
Net income ($1.89, $1.42 and $1.78 per share)        7,356        4,786        5,887    
Dividends to stockholders ($1.35, $1.30 and $1.26 per share)        (6,079)       (4,480)       (4,170)   
Other        (8)        (6)        -    
Balance at end of year     $ 30,375     $ 29,106     $ 28,806    
                                
Treasury Shares                               
Balance at beginning of year  (188)  $ (5,406) (132) $ (4,535) (128) $ (4,698)   
Purchase of shares  (84)     (2,678) (76)    (1,843) (17)    (448)   
Issuance of shares  16     716  20     972  13     611    
Balance at end of year  (256)  $ (7,368) (188) $ (5,406) (132) $ (4,535)   
                                
Additional Minimum Pension Liability Adjustment                               
Balance at beginning of year     $ (218)    $ (190)    $ (1,132)   
Required adjustments, net of taxes of $6, $(17) and $578        10        (28)        942    
Adoption of FAS 158        208        -        -    
Balance at end of year     $ -     $ (218)    $ (190)   
                                
Accumulated Other Comprehensive Income, net of tax                               
Balance at beginning of year     $ (356)    $ (360)    $ -    
Currency translation adjustments:                               

Foreign currency translation adjustment,                               
net of taxes of $9, $27 and $(17)        17        50        (31)    

Less reclassification adjustment for cumulative currency                              
translation adjustments realized in net income, net of taxes of $(52)       -        -        (97)    

Net unrealized gains (losses) on securities:                              
Unrealized gains (losses), net of taxes of $7, $3 and $102       13        5        189    
Less reclassification adjustment realized in net income, net                               

of taxes of $(4), $(30) and $(121)        (8)        (56)        (225)    
Net unrealized gains (losses) on cash flow hedges:                               

Unrealized gains (losses), net of taxes of $2, $(1) and $(106)        2        (1)        (196)    
Less reclassification adjustment realized in net income, net                               

of taxes of $8 and $3        15        7        -    
Other        2        (1)        -    
Other comprehensive income (loss)        41        4        (360)    
Adjustment to initially apply FAS 158, net of tax        (4,999)       -        -    
Balance at end of year     $ (5,314)    $ (356)    $ (360)   
                                
Total Comprehensive Income                               
Net income     $ 7,356     $ 4,786     $ 5,887    
Additional minimum pension liability adjustments per above        10        (28)        942    
Other comprehensive income (loss) per above        41        4        (360)    
Total Comprehensive Income     $ 7,407     $ 4,762     $ 6,469    
The accompanying notes are an integral part of the consolidated financial statements.      



Notes to Consolidated Financial Statements  
Dollars in millions except per share amounts  
   
NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
   

Basis of Presentation Throughout this document, AT&T Inc. is referred to as “AT&T,” “we” or the “Company.” The 
consolidated financial statements include the accounts of the Company and our majority-owned subsidiaries and affiliates. 
Our subsidiaries and affiliates operate in the communications services industry both domestically and internationally 
providing wireline and wireless telecommunications services and equipment as well as directory advertising and 
publishing services. On December 29, 2006, we acquired 100% of the outstanding common shares of BellSouth 
Corporation (BellSouth). BellSouth is a wholly-owned subsidiary of the Company and the results of BellSouth’s 
operations have been included in our consolidated financial statements after the December 29, 2006 acquisition date. For a 
detailed discussion of our acquisition, see Note 2.  

   
All significant intercompany transactions are eliminated in the consolidation process. Investments in partnerships, joint 
ventures, including AT&T Mobility LLC (AT&T Mobility), formerly Cingular Wireless LLC (Cingular), and less than 
majority-owned subsidiaries where we have significant influence are accounted for under the equity method. Until the 
BellSouth acquisition, we accounted for our 60% economic interest in AT&T Mobility under the equity method since we 
shared control equally with BellSouth, our 40% economic partner. We had equal voting rights and representation on the 
board of directors that controlled AT&T Mobility. After the BellSouth acquisition, AT&T Mobility became a wholly-
owned subsidiary of AT&T. Earnings from certain foreign equity investments accounted for using the equity method are 
included for periods ended within up to one month of our year end (see Note 6).  
   
The preparation of financial statements in conformity with U.S. generally accepted accounting principles (GAAP) 
requires management to make estimates and assumptions that affect the amounts reported in the financial statements and 
accompanying notes, including estimates of probable losses and expenses. Actual results could differ from those 
estimates.  
   
FIN 48 In June 2006, the Financial Accounting Standards Board (FASB) issued FASB Interpretation No. 48, 
“Accounting for Uncertainty in Income Taxes” (FIN 48), an interpretation of Statement of Financial Accounting 
Standards No. 109, “Accounting for Income Taxes.” FIN 48 changes the accounting for uncertainty in income taxes by 
prescribing a recognition threshold for tax positions taken or expected to be taken in a tax return. FIN 48 is effective for 
fiscal years beginning after December 15, 2006. Our evaluation of the impact FIN 48 will have on our financial position 
and results of operations is ongoing. See Note 9 for further discussion.  
   
EITF 06-3 In June 2006, the Emerging Issues Task Force (EITF) ratified the consensus on EITF 06-3, “How Taxes 
Collected from Customers and Remitted to Governmental Authorities Should Be Presented in the Income 
Statement” (EITF 06-3). EITF 06-3 provides that taxes imposed by a governmental authority on a revenue producing 
transaction between a seller and a customer should be shown in the income statement on either a gross or a net basis, 
based on the entity’s accounting policy, which should be disclosed pursuant to Accounting Principles Board Opinion No. 
22, “Disclosure of Accounting Policies.” Amounts that are allowed to be charged to customers as an offset to taxes owed 
by a company are not considered taxes collected and remitted. If such taxes are significant, and are presented on a gross 
basis, the amounts of those taxes should be disclosed. EITF 06-3 will be effective for interim and annual reporting periods 
beginning after December 15, 2006. We are currently evaluating the impact EITF 06-3 will have, but do not expect a 
material impact on our financial position and results of operations.  
   
FAS 157 In September 2006, the FASB issued Statement of Financial Accounting Standard No. 157, “Fair Value 
Measurements” (FAS 157). FAS 157 defines fair value, establishes a framework for measuring fair value and expands 
disclosures about fair value measurements. FAS 157 applies under other accounting pronouncements that require or 
permit fair value measurement. FAS 157 does not require any new fair value measurements and we do not expect the 
application of this standard to change our current practice. FAS 157 requires prospective application for fiscal years 
ending after November 15, 2007.  

   
FAS 158 In September 2006, the FASB issued Statement of Financial Accounting Standard No. 158, “Employers’ 
Accounting for Defined Benefit Pension and Other Postretirement Plans, an amendment of FASB Statements No. 87, 88, 
106 and 132(R)” (FAS 158). FAS 158 required us to recognize the funded status of defined benefit pension, including 
supplemental retirement and savings plans, and postemployment plans as an asset or liability in our statement of financial 
position and to recognize changes in that funded status in the year in which the changes occur through comprehensive 
income. This standard has no effect on our expense or benefit recognition, nor will it affect the funding requirements  
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Notes to Consolidated Financial Statements, continued  
Dollars in millions except per share amounts  
   

imposed under the Employee Retirement Income Security Act of 1974, as amended (ERISA). FAS 158 requires 
prospective application for fiscal years ending after December 15, 2006. The table below illustrates the incremental 
impact on our Consolidated Balance Sheet of applying FAS 158 at December 31, 2006.  

   

   
Reclassifications We have reclassified certain amounts in prior-period financial statements to conform to the current 
period’s presentation. Included among these, as a result of integration activities following our November 2005 acquisition 
of AT&T Corp. (ATTC), we revised our segment reporting in 2006 (see Note 4). In addition, we revised the product 
categories reported in operating revenue as follows: long distance is now reported in voice revenue; the majority of 
customer premises equipment and integration services revenue, previously reported as voice and data revenue are now 
reported in other revenue; and directory revenue now reflects our traditional directory segment revenue. Operating income 
remained unchanged by these reclassifications.  
   
Income Taxes Deferred income taxes are provided for temporary differences between the carrying amounts of assets and 
liabilities for financial reporting purposes and the amounts used for tax purposes. To the extent allowed by GAAP, we 
provide valuation allowances against the deferred tax assets for amounts when the realization is uncertain. Management 
reviews these items regularly in light of changes in tax laws and court rulings at both federal and state levels.  
   
Our income tax returns are regularly audited and reviewed by the Internal Revenue Service (IRS) and state taxing 
authorities. The IRS has completed examinations for all tax years through 2002. In 2005, we reached a settlement with the 
IRS regarding almost all issues included in 1997-1999 claims. The 1997-1999 IRS settlement resulted in an income tax 
benefit that was recognized during 2005. During 2006 the IRS completed the field examination for the 2000-2002 periods. 
Settlement meetings with the IRS Appeals Division related to the disputed issues will begin during 2007. We do not 
expect a decision during 2007 from the IRS relating to the 2000-2002 disputed issues. The completion of the 2000-2002 
examination is not expected to have an adverse impact on the financial statements. The IRS also began its field 
examination of our 2003-2005 federal tax returns during 2006. We do not expect the IRS to complete the field 
examination during 2007.  
   
Additionally, during the first quarter of 2006, we received Joint Committee approval of the IRS audit for ATTC’s 1997-
2001 federal income tax returns. The closing of this audit resulted in a reduction to goodwill and a corresponding 
reduction in our net deferred tax liability, as required by the purchase accounting rules, of approximately $385.  
   
The IRS has completed field examinations for BellSouth’s tax years through 2001 and all years through 1998 are settled 
and closed. The IRS has issued assessments challenging the timing and amounts of various deductions for the 1999-2001 
periods. Settlement discussions with the IRS Appeals Division regarding the 1999-2001 periods continue. Additionally, 
we anticipate that the IRS will complete its examination for the 2002-2003 periods during 2007 and we project that 
settlement meetings with the IRS Appeals Division will begin during 2007. The IRS’ field examination of BellSouth’s 
2004-2005 federal tax returns began in 2006 and is not likely to be completed during 2007. We do not expect the 
resolution of these audits to have an adverse impact on the financial statements.  
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Before 
Application of 

FAS 158     Adjustments     

After 
Application of 

FAS 158  
Postemployment Benefit  $  19,118  $  (4,890)  $  14,228  
Other Assets     7,003     (138)     6,865  
Postretirement benefit obligation     25,485     3,416     28,901  
Noncurrent deferred income taxes     31,100     (3,694)     27,406  
Other noncurrent liabilities     8,020     41     8,061  
Additional minimum pension liability  

adjustment – net of tax     (208)     208     -  
Accumulated other comprehensive income–  

net of tax     (315)     (4,999)     (5,314)  
Total Stockholders’ Equity     120,331     (4,791)     115,540  
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The IRS has completed field examinations for all AT&T Mobility tax years through 2003. The IRS has issued 
assessments challenging the timing and amounts of various deductions for the 2002-2003 periods. We anticipate that we 
will begin settlement meetings with the IRS Appeals Division related to AT&T Mobility’s 2002-2003 disputed issues 
during 2007. The IRS’ field examination of AT&T Mobility’s 2004-2005 federal tax returns is expected to begin during 
2007. We do not expect the resolution of these audits to have an adverse impact on the financial statements.  
   
Investment tax credits earned prior to their repeal by the Tax Reform Act of 1986 are amortized as reductions in income 
tax expense over the lives of the assets, which gave rise to the credits.  
   
Cash Equivalents Cash and cash equivalents include all highly liquid investments with original maturities of three 
months or less and the carrying amounts approximate fair value. At December 31, 2006, we held $1,324 in cash, $357 in 
money market funds and $737 in other cash equivalents.  
   
Investment Securities Investments in securities principally consist of held-to-maturity or available-for-sale instruments. 
Short-term and long-term investments in money market securities are carried as held-to-maturity securities. Available-for-
sale securities consist of various debt and equity securities that are long term in nature. Unrealized gains and losses, net of 
tax, on available-for-sale securities are recorded in accumulated other comprehensive income. Our investment securities 
maturing within one year are recorded in “Other current assets” and instruments with maturities of more than one year are 
recorded in “Other Assets” on the Consolidated Balance Sheets.  
   
Revenue Recognition Revenues derived from local telephone, long-distance and data services are recognized when 
services are provided. This is based upon either usage (e.g. minutes of traffic processed), period of time (e.g. monthly 
service fees) or other established fee schedules. Service revenues also include billings to our customers for various 
regulatory fees imposed on us by governmental authorities. We record an estimated revenue reduction for future 
adjustments to customer accounts, other than a provision for doubtful accounts, at the time revenue is recognized based on 
historical experience. Cash incentives given to customers are recorded as a reduction of revenue. When required as part of 
providing service, revenues and associated expenses related to nonrefundable, upfront service activation and set-up fees 
are deferred and recognized over the associated service contract period. If no service contract exists, those fees are 
recognized over the average customer relationship period. Associated expenses are deferred only to the extent of such 
deferred revenue. For contracts that involve the bundling of services, revenue is allocated to the services based on their 
relative fair value. We record the sale of equipment to customers as gross revenue when we are the primary obligor in the 
arrangement, when title is passed and the products are accepted by customers. For agreements involving the resale of 
third-party services in which we are not considered the primary obligor of the arrangement, we record the revenue net of 
the associated costs incurred. For contracts where we provide customers with an indefeasible right to use network 
capacity, we recognize revenue ratably over the stated life of the agreement. We recognize revenues and expenses related 
to publishing directories on the amortization method, which recognizes revenues and expenses ratably over the life of the 
directory title, typically 12 months.  
   
Traffic Compensation Expense We use various estimates and assumptions to determine the amount of traffic 
compensation expenses recognized during any reporting period. Switched traffic compensation costs are accrued utilizing 
estimated rates by product, formulated from historical data and adjusted for known rate changes and volume levels. Such 
estimates are adjusted monthly to reflect newly available information, such as rate changes and new contractual 
agreements. Bills reflecting actual incurred information are generally not received until three to nine months subsequent to 
the end of the reporting period, at which point a final adjustment is made to the accrued switched traffic compensation 
expense. Dedicated traffic compensation costs are estimated based on the number of circuits and the average projected 
circuit costs. These costs are adjusted to reflect actual expenses over the three months following the end of the reporting 
period as bills are received.  
   
Allowance for Uncollectibles We maintain an allowance for doubtful accounts for estimated losses that result from the 
failure or inability of our customers to make required payments. When determining the allowance, we consider the 
probability of recoverability of accounts receivable based on past experience, taking into account current collection trends 
as well as general economic factors, including bankruptcy rates. Credit risks are assessed based on historical write-offs, 
net of recoveries, as well as an analysis of the aged accounts receivable balances with reserves generally increasing as the 
receivable ages. Accounts receivable may be fully reserved for when specific collection issues are known to exist, such as 
pending bankruptcy or catastrophes. The analysis of receivables is performed monthly and the bad debt allowances 
adjusted accordingly.  
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Property, Plant and Equipment Property, plant and equipment is stated at cost, except for assets acquired using 
purchase accounting, which are recorded at fair value (see Note 2). The cost of additions and substantial improvements to 
property, plant and equipment is capitalized. The cost of maintenance and repairs of property, plant and equipment is 
charged to operating expenses. Property, plant and equipment are depreciated using straight-line methods over their 
estimated economic lives. Certain subsidiaries follow composite group depreciation methodology; accordingly, when a 
portion of their depreciable property, plant and equipment is retired in the ordinary course of business, the gross book 
value is reclassified to accumulated depreciation; no gain or loss is recognized on the disposition of this plant.  
   
Property, plant and equipment is reviewed for recoverability whenever events or changes in circumstances indicate that 
the carrying amount may not be recoverable. An impairment loss shall be recognized only if the carrying amount of a 
long-lived asset is not recoverable and exceeds its fair value. The carrying amount of a long-lived asset is not recoverable 
if it exceeds the sum of the undiscounted cash flows expected to result from the use and eventual disposition of the asset.  
   
The fair value of a liability for an asset retirement obligation is recorded in the period in which it is incurred if a 
reasonable estimate of fair value can be made. In periods subsequent to initial measurement, period-to-period changes in 
the liability for an asset retirement obligation resulting from the passage of time and revisions to either the timing or the 
amount of the original estimate of undiscounted cash flows are recognized. The increase in the carrying value of the 
associated long-lived asset is depreciated over the corresponding estimated economic life.  
   
Software Costs It is our policy to capitalize certain costs incurred in connection with developing or obtaining internal-use 
software. Capitalized software costs are included in “Property, Plant and Equipment” on our Consolidated Balance Sheets 
and are amortized over a period not to exceed five years. Software costs that do not meet capitalization criteria are 
expensed immediately.  
   
Goodwill and Other Intangible Assets Goodwill represents the excess of consideration paid over the fair value of net 
assets acquired in business combinations. Goodwill and other indefinite-lived intangible assets are not amortized but are 
tested at least annually for impairment. We have completed our annual impairment testing for 2006 and determined that 
no impairment exists. The significant increase in the carrying amount of our goodwill in 2006 primarily resulted from our 
acquisition of BellSouth, and in 2005, primarily resulted from our acquisition of ATTC.  
   
Intangible assets that have finite useful lives are amortized over their useful lives, which range from 6 months to 18 years. 
Customer relationships are amortized using primarily the sum-of-the-months-digits method of amortization over the 
expected period in which those relationships are expected to contribute to our future cash flows based in such a way as to 
allocate it as equitably as possible to periods during which we expect to benefit from those relationships.  
   
A significant portion of AT&T Mobility’s intangible assets are Federal Communications Commission (FCC) licenses that 
provide them with the exclusive right to utilize certain radio frequency spectrum to provide wireless communications 
services. While FCC licenses are issued for a fixed time, renewals of FCC licenses have occurred routinely and at nominal 
cost. Moreover, AT&T Mobility has determined that there are currently no legal, regulatory, contractual, competitive, 
economic or other factors that limit the useful lives of its FCC licenses and therefore treats the FCC licenses as an 
indefinite-lived intangible asset under the provisions of Statement of Financial Accounting Standards No. 142, “Goodwill 
and Other Intangible Assets.”  
   
In accordance with EITF No. 02-7, “Unit of Accounting for Testing Impairment of Indefinite-Lived Intangible Assets,” 
AT&T Mobility tests its licenses for impairment on an aggregate basis, consistent with its management of the business on 
a national scope. AT&T Mobility utilizes a fair value approach, incorporating discounted cash flows, to complete the test. 
This approach determines the fair value of the FCC licenses and, accordingly, incorporates cash flow assumptions 
regarding the investment in a network, the development of distribution channels and other inputs for making the business 
operational. As these inputs are included in determining free cash flows of the business, the present value of the free cash 
flows is attributable to the licenses. The discount rate applied to the cash flows is consistent with AT&T Mobility’s 
weighted-average cost of capital.  
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During the fourth quarter of 2006, AT&T Mobility completed its annual impairment tests for goodwill and indefinite-
lived FCC licenses. These annual impairment tests resulted in no impairment of AT&T Mobility’s goodwill or indefinite-
lived FCC licenses.  
   
Advertising Costs Advertising costs for advertising products and services or for promoting our corporate image are 
expensed as incurred.  
   
Foreign Currency Translation Our foreign investments and foreign subsidiaries generally report their earnings in their 
local currencies. We translate our share of their foreign assets and liabilities at exchange rates in effect at the balance sheet 
dates. We translate our share of their revenues and expenses using average rates during the year. The resulting foreign 
currency translation adjustments are recorded as a separate component of accumulated other comprehensive income in the 
accompanying Consolidated Balance Sheets. Gains and losses resulting from exchange-rate changes on transactions 
denominated in a currency other than the local currency are included in earnings as incurred.  
   
We have also entered into foreign currency contracts to minimize our exposure to risk of adverse changes in currency 
exchange rates. We are subject to foreign exchange risk for foreign currency-denominated transactions, such as debt 
issued, recognized payables and receivables and forecasted transactions. At December 31, 2006, our foreign currency 
exposures were principally Euros, British pound sterling, Danish krone and Japanese Yen.  
   
Derivative Financial Instruments We record derivatives on the balance sheet at fair value. We do not invest in 
derivatives for trading purposes. We use derivatives from time to time as part of our strategy to manage risks associated 
with our contractual commitments. These derivatives are designated as either a hedge of the fair value of a recognized 
asset or liability or of an unrecognized firm commitment (fair value hedge), or a hedge of a forecasted transaction or of 
the variability of cash flows to be received or paid related to a recognized asset or liability (cash flow hedge). Our 
derivative financial instruments primarily include interest rate swap agreements and foreign currency exchange contracts. 
For example, we use interest rate swaps to manage our exposure to changes in interest rates on our debt obligations (see 
Note 8). We account for our interest rate swaps using mark-to-market accounting and include gains or losses from interest 
rate swaps when paid or received in interest expense on our Consolidated Statements of Income. Amounts paid or 
received on interest rate forward contracts are amortized over the period of the related interest payments.  
   
All other derivatives are not formally designated for accounting purposes (undesignated). These derivatives, although 
undesignated for accounting purposes, are entered into to hedge economic risks.  
   
We record changes in the fair value of fair value hedges, along with the changes in the fair value of the hedged asset or 
liability that is attributable to the hedged risk. Gains or losses upon termination of our fair value hedges are recognized as 
interest expense when the hedge instrument is settled.  
   
We record changes in the fair value of cash flow hedges, along with the changes in the fair value of the hedged asset or 
liability that is attributable to the hedged risk, in “Accumulated other comprehensive income,” which is a component of 
Stockholders' Equity. The settlement gains or costs on our cash flow hedges are amortized as interest expense over the 
term of the interest payments of the related debt issuances.  
   
Changes in the fair value of undesignated derivatives are recorded in other income (expense), net, along with the change 
in fair value of the underlying asset or liability, as applicable.  
   
Cash flows associated with derivative instruments are presented in the same category on the Consolidated Statements of 
Cash Flows as the item being hedged.  
   
When hedge accounting is discontinued, the derivative is adjusted for changes in fair value through other income 
(expense), net. For fair value hedges, the underlying asset or liability will no longer be adjusted for changes in fair value, 
and any asset or liability recorded in connection with the hedging relationship (including firm commitments) will be 
removed from the balance sheet and recorded in current-period earnings. For cash flow hedges, gains and losses that were 
accumulated in other comprehensive income as a component of stockholders' equity in connection with hedged assets or 
liabilities or forecasted transactions will be recognized in other income (expense), net, in the same period the hedged item 
affects earnings.  
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Employee Separations In accordance with Statement of Financial Accounting Standards No. 112, “Employers’ 
Accounting for Postemployment Benefits,” we establish obligations for expected termination benefits provided to former 
or inactive employees after employment but before retirement. These benefits include severance payments, workers’ 
compensation, disability, medical continuation coverage and other benefits. In accordance with Statement of Financial 
Accounting Standards No. 141, “Business Combinations” (FAS 141), severance accruals recorded for the BellSouth and 
ATTC acquisition related to the acquired employees were included in the purchase price allocation (see Note 2). At 
December 31, 2006, we had severance accruals of $263, of which $240 was established as merger-related severance 
accruals. In accordance with FAS 141, severance accruals for BellSouth employees were included in the purchase price 
allocation (see Note 2). At December 31, 2005, we had severance accruals of $410.  
   
Pension and Postretirement Benefits See Note 10 for a comprehensive discussion of our pension and postretirement 
benefit expense, including a discussion of the actuarial assumptions.  

   
NOTE 2. ACQUISITIONS, DISPOSITIONS, VALUATION AND O THER ADJUSTMENTS  
   

Acquisitions  
BellSouth Corporation In December 2006, we acquired BellSouth in a transaction accounted for under FAS 141. 
BellSouth was the leading communications service provider in the southeastern U.S., providing wireline communications 
services, including local exchange, network access, intraLATA long-distance services and Internet services to substantial 
portions of the population across nine states. BellSouth also provided long-distance services to enterprise customers 
throughout the country.  

   
Under the merger agreement, each share of BellSouth common stock was exchanged for 1.325 shares of our common 
stock. We issued 2.4 billion shares to BellSouth shareholders, giving them an approximate 39% stake in the combined 
company, based on common shares outstanding. Based on the $35.75 per share closing price of our common stock on the 
New York Stock Exchange (NYSE) on December 29, 2006, the last trading session before the closing of the merger, 
consideration received by BellSouth shareholders was approximately $86,900.  
   
Based on the average closing price of our common stock on the NYSE for the two days prior to, including, and two days 
subsequent to the public announcement of the merger (March 5, 2006) of $27.32, capitalized merger-transaction costs and 
other items, the transaction was valued, for accounting purposes, at $66,798.  
   
We and BellSouth jointly owned AT&T Mobility and the Internet-based publisher YELLOWPAGES.COM (YPC). In the 
AT&T Mobility joint venture, we held a 60% economic interest and BellSouth held a 40% economic interest and in the 
YPC joint venture we held a 66% economic interest and BellSouth held a 34% economic interest. For each joint venture, 
control was shared equally. We and BellSouth each accounted for the joint ventures under the equity method of 
accounting, recording the proportional share of AT&T Mobility’s and YPC’s income as equity in net income of affiliates 
on the respective consolidated statements of income and reporting the ownership percentage of AT&T Mobility’s net 
assets as “Investments in and Advances to AT&T Mobility” and the ownership percentage of YPC’s net assets as 
“Investments in Equity Affiliates” on the respective consolidated balance sheets. After the BellSouth acquisition, 
BellSouth, AT&T Mobility and YPC became wholly-owned subsidiaries of AT&T.  
   
We paid a premium (i.e., goodwill) over the fair value of the net tangible and identified intangible assets acquired for a 
number of reasons, including the following:  

AT&T Mobility  
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   •  Ownership of 100% of AT&T Mobility will permit us to better integrate AT&T Mobility offerings with our 
other communication offerings. We expect that this will create enhanced marketing opportunities, significant 
network synergies resulting from the combination of multiple Internet Protocol (IP) networks and the ability 
to more rapidly develop and make available advanced products and services. The ownership change in 
AT&T Mobility will also improve the speed and focus of decision making, which should help to develop and 
deliver more quickly the new products and services customers desire.  
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Network Integration  

   
The application of purchase accounting under FAS 141, requires that the total purchase price be allocated to the fair value 
of assets acquired and liabilities assumed based on their fair values at the acquisition date, with amounts exceeding the 
fair values being recorded as goodwill. The acquisition of BellSouth’s portion of AT&T Mobility has been accounted for 
as a step acquisition. In accordance with purchase accounting rules, BellSouth’s investment in AT&T Mobility has been 
adjusted to its fair value through purchase accounting adjustments.  
   
The assets and liabilities of BellSouth and AT&T Mobility have been appraised, based on third-party valuations, for 
inclusion in the balance sheet, adjusting 100% of BellSouth’s and 40% of AT&T Mobility’s values. Long-lived assets 
such as property, plant and equipment will reflect a value of replacing the assets, which takes into account changes in 
technology, usage, and relative obsolescence and depreciation of the assets, sometimes referred to as a “Greenfield 
approach.” This approach often results in differences, sometimes material, from recorded book values even if, absent the 
acquisition, the assets would not be impaired. In addition, assets and liabilities that would not normally be recorded in 
ordinary operations will be recorded at their acquisition values (i.e., customer relationships that were developed by the 
acquired company). Debt instruments and investments are valued in relation to current market conditions and other assets 
and liabilities are valued based on the acquiring company’s estimates. After all values have been assigned to assets and 
liabilities, the remainder of the purchase price is recorded as goodwill. These values are subject to adjustment for one year 
after the close of the transaction as additional information is obtained.  
   
The allocation process requires an analysis of acquired fixed assets, contracts, customer lists and relationships, contractual 
commitments, legal contingencies and brand value to identify and record the fair value of all assets acquired and liabilities 
assumed. In valuing acquired assets and assumed liabilities, fair values were based on, but not limited to: future expected 
discounted cash flows for customer relationships; current replacement cost for similar capacity and obsolescence for 
certain fixed assets; comparable market rates for contractual obligations and certain investments, real estate and liabilities, 
including pension and postretirement benefits; expected settlement amounts for litigation and contingencies; and 
appropriate discount rates and growth rates.  

   
The assets and liabilities of BellSouth were recorded at their respective fair values as of the date of the acquisition, 
December 29, 2006. Additionally, we recorded BellSouth’s ownership percentage, or 40%, of AT&T Mobility’s assets 
and liabilities at their respective fair values and our ownership percentage, or 60%, of AT&T Mobility’s assets and 
liabilities at their historical, or book value. We recorded goodwill of $54,024 as a result of the BellSouth acquisition. We 
have obtained preliminary third-party valuations; however, because of the proximity of this transaction to year-end, the 
values of certain assets and liabilities are based on preliminary valuations and are subject to adjustment as additional 
information is obtained. Such additional information includes, but is not limited to: valuations and physical counts of 
property, plant and equipment, valuation of investments and the involuntary separation of employees. We will have 12 
months from the closing of the acquisition to finalize our valuations. Changes to the valuation of property, plant and 
equipment may result in adjustments to the fair value of certain identifiable intangible assets acquired. When finalized, 
material adjustments to goodwill may result.  
   
We have not identified any material unrecorded pre-acquisition contingencies where the related asset, liability or 
impairment is probable and the amount can be reasonably estimated. Prior to the end of the one-year purchase price 
allocation period, if information becomes available that would indicate it is probable that such events had occurred and the 
amounts can be reasonably estimated, such items will be included in the final purchase price allocation and may adjust 
goodwill.  
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   •  The merger will allow for the ability to integrate IP networks of AT&T, BellSouth and AT&T Mobility into 
a single fully-integrated wireless and wireline IP network and will not only offer substantial cost-saving 
opportunities, but should also allow us to offer the desired products and services demanded by customers.  

   •  The addition of the BellSouth wireline network, which already includes a substantial build-out of fiber-optic 
cable to points near end-users, will complement our existing plans to deploy IPTV to existing wireline 
service areas and to increase the number of potential customers for our IPTV product.  
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The following table summarizes the preliminary estimated fair values of the BellSouth assets acquired and liabilities 
assumed and related deferred income taxes as of the acquisition date. Included in the liabilities assumed at acquisition was 
$535 for accrued severance.  

   

   
Goodwill of $26,467 resulting from the acquisition of BellSouth was assigned to the other segment. In addition, 
BellSouth’s investment in AT&T Mobility’s and YPC’s goodwill was recorded as a result of this acquisition. However, as 
part of the final valuation of the acquisition, we will determine to which reporting units and to what extent the benefit of 
the acquisition applies, and as required by GAAP, record the appropriate goodwill to each reporting unit. Goodwill 
includes a portion of value for assembled workforce which is not separately classified from goodwill in accordance with 
FAS 141. The purchased intangibles and goodwill are not deductible for tax purposes. However, purchase accounting 
allows for the establishment of deferred tax liabilities on purchased intangibles (other than goodwill), which will be 
reflected as a tax benefit on our future Consolidated Statements of Income in proportion to and over the amortization 
period of the related intangible asset.  
   
Substantially all of the licenses acquired have an indefinite life, and accordingly, are not subject to amortization. The 
customer relationship intangible assets will be amortized over the following weighted periods using the sum-of-the-
months-digits method of amortization: 5 years for consumer customers, 9.6 years for business customers and 7 years for 
directory customers. This sum-of-the-months-digits method of amortization best reflects the estimated pattern in which 
the economic benefits will be consumed.  
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      BellSouth     
Assets acquired           

Current assets  $  4,875     
Property, plant and equipment     18,498     
Intangible assets not subject to amortization           

Trademark/name     330     
Licenses     214     

Intangible assets subject to amortization           
Customer lists and relationships     9,230     
Patents     100     
Trademark/name     211     

Investment in AT&T Mobility     32,759     
Other investments     2,446     
Other assets     11,211     
Goodwill     26,467     

Total assets acquired     106,341     
            
Liabilities assumed           

Current liabilities, excluding current portion of long-term debt     5,288     
Long-term debt     15,628     
Deferred income taxes     10,318     
Postemployment benefit obligation     7,086     
Other noncurrent liabilities     1,223     

Total liabilities assumed     39,543     
Net assets acquired  $  66,798     
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BellSouth’s 40% economic ownership of AT&T Mobility has been recorded above as “Investment in AT&T Mobility,” 
and has been eliminated in our Consolidated Balance Sheets. We have recorded the consolidation of AT&T Mobility as a 
step acquisition, retaining 60% of AT&T Mobility’s prior book value and adjusting the remaining 40% to fair value as 
shown below.  

   

   
Substantially all of the licenses acquired have an indefinite life, and accordingly, are not subject to amortization. The 
majority of customer relationship intangible assets are being amortized over a weighted-average period of 6.4 years using 
the sum-of-the-months-digits method. This method best reflects the estimated pattern in which the economic benefits will 
be consumed. Other intangible assets and other noncurrent liabilities include lease and sublease contracts, which are 
amortized over the remaining terms of the underlying leases and have a weighted-average amortization period of 6.4 
years.  
   
The following unaudited pro forma consolidated results of operations assume that the acquisition of BellSouth was 
completed as of January 1 for each of the fiscal years shown below.  
   

   
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.  
   
AT&T Corp. In November 2005, we acquired ATTC in a transaction accounted for under FAS 141, issuing 632 million 
shares. ATTC was one of the nation’s largest business service communications providers, offering a variety of global 
communications services, including large domestic and multinational businesses, small and medium-sized businesses and 
government agencies, and operated one of the largest telecommunications networks in the U.S. ATTC also provided 
domestic and international long-distance and usage-based-communications services to consumer customers. ATTC is now 
a wholly-owned subsidiary of AT&T and the results of ATTC’s operations have been included in our consolidated 
financial statements after the November 18, 2005 acquisition date.  
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      AT&T Mobility  
      60% at Book 

Value  
   40% at Fair 

Value  
   

Total  
Assets acquired                    

Current assets  $  4,218  $  2,770  $  6,988  
Property, plant and equipment     14,118     5,569     19,687  
Intangible assets not subject to amortization                    

Licenses     15,952     18,027     33,979  
Intangible assets subject to amortization                    

Customer lists and relationships     1,028     6,555     7,583  
Trademark/name     7     336     343  
Other     79     97     176  

Other assets     439     647     1,086  
Goodwill     13,078     14,351     27,429  

Total assets acquired     48,919     48,352     97,271  
                     
Liabilities assumed                    

Current liabilities, excluding current portion  
of long-term debt     4,224     2,790     7,014  

Intercompany debt     5,504     3,539     9,043  
Long-term debt     7,570     4,989     12,559  
Deferred income taxes     2,298     3,161     5,459  
Postemployment benefit obligation     163     138     301  
Other noncurrent liabilities     1,031     976     2,007  

Total liabilities assumed     20,790     15,593     36,383  
Net assets acquired  $  28,129  $  32,759  $  60,888  

Year Ended December 31,     2006     2005  
Revenues  $  116,300  $  116,144  
Net Income (Loss)     9,226     7,687  
               
Earnings Per Common Share  $  1.46  $  1.22  
Earnings Per Common Share – Assuming Dilution  $  1.46  $  1.22  
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Under the purchase method of accounting, the transaction was valued, for accounting purposes, at $15,517 and the assets 
and liabilities of ATTC were recorded at their respective fair values as of the date of the acquisition. At the time of the 
acquisition, we obtained preliminary third-party valuations of property, plant and equipment, intangible assets (including 
the AT&T trade name), debt and certain other assets and liabilities. Because of the proximity of this transaction to year-
end, the values of certain assets and liabilities at December 31, 2005 were based on preliminary valuations and were 
subject to adjustment as additional information was obtained. Such additional information included, but was not limited 
to: valuations and physical counts of property, plant and equipment, valuation of investments and the involuntary 
termination of employees.  
   
The following table summarizes the preliminary estimated fair values of the ATTC assets acquired and liabilities assumed 
and related deferred income taxes as of the acquisition date and adjustments made thereto.  

   

   
Adjustments were primarily related to property, plant and equipment, head-count assumptions associated with payments 
for involuntary employee separations, pension asset valuations and the adjustment for certain tax items. Reductions in the 
value of property, plant and equipment primarily reflect the reduction of estimated real estate values of property in use as 
well as a more comprehensive look at our fixed asset portfolio. In addition to the deferred tax impacts associated with 
valuation adjustments, a net reduction in deferred taxes was recorded as a result of modifications to various pre-merger 
tax estimates and the resolution of an ATTC IRS audit (an adjustment of $385 for the years 1997-2001).  
   
As ATTC stock options that were converted at the time of the merger are exercised, the tax effect on those options may 
further reduce goodwill. As of December 31, 2006, we had recorded $13 in related reductions.  
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      Purchase Price Allocation  
      As of           As of  
      12/31/05     Adjs.     11/18/06  
Assets acquired                    

Current assets  $  6,295  $  358  $  6,653  
Property, plant and equipment     10,921     (489)     10,432  
Intangible assets not subject to amortization:                    

Trade name     4,900     -     4,900  
Licenses     40     -     40  

Intangible assets subject to amortization:                    
Customer lists and relationships     3,050     -     3,050  
Patents     150     -     150  
Brand licensing agreements     70     -     70  

Investments in unconsolidated subsidiaries     160     (90)     70  
Other assets     4,247     167     4,414  
Goodwill     12,343     (976)     11,367  

Total assets acquired     42,176     (1,030)     41,146  
                     
Liabilities assumed                    

Current liabilities, excluding  
current portion of long-term debt  

   
6,740     (176)     6,564  

Long-term debt     8,293     -     8,293  
Deferred income taxes     531     (173)     358  
Postemployment benefit obligation     8,807     (520)     8,287  
Other noncurrent liabilities     2,288     (161)     2,127  

Total liabilities assumed     26,659     (1,030)     25,629  
Net assets acquired  $  15,517  $  -  $  15,517  
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ATTC maintained change-in-control provisions with its employees that required enhanced severance and benefit 
payments be paid to employees of ATTC if a change-in-control occurred. Included in the liabilities assumed at 
acquisition, was $1,543 accrued for such enhanced severance and benefits. As part of the opening balance sheet 
adjustments, a revised number of expected employee separations that will result in payments resulted in a decline in the 
change-in-control severance and benefits accrual of $616, included in “Adjustments” below. Following is a summary of 
the accrual recorded at December 31, 2005, cash payments made during 2006 and the purchase accounting adjustments 
thereto.    
   

   
The following unaudited pro forma consolidated results of operations assume that the acquisition of ATTC was completed 
as of January 1 for each of the fiscal years shown below.  
   

  1  ATTC’s 2004 results include an impairment charge on property, plant and equipment of $11,400. Since the triggering event for assessing impairment of long-
lived assets occurred in July 2004, it is not adjusted in the pro forma consolidated results.  

   
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.  
   
As part of the process of coordinating benefits, we changed our management vacation-pay policy for legacy SBC 
Communications Inc. (SBC) employees so that vacation is earned ratably throughout the year rather than at the end of the 
preceding year. As a result, we recognized a decrease in operating expenses of $330 in 2006.  
   
Other Acquisitions During 2006, we acquired Comergent Technologies, Nistevo Corporation and USinternetworking, 
Inc., for a combined $500, recording $333 in goodwill. The acquisitions of these companies are designed to enhance our 
service offerings for web hosting and application management. In January 2005, we acquired Yantra Corporation (Yantra) 
for $169 in cash and recorded goodwill of $98. Yantra is a provider of distributed order management and supply-chain 
fulfillment services.  
   
Dispositions  
Net proceeds from the 2004 dispositions of our international investments were generally used to fund, in part, our share of 
the purchase price paid by AT&T Mobility to acquire AT&T Wireless (AWE).  
   
Directory advertising In September 2004, we sold our interest in the directory advertising business in Illinois and 
northwest Indiana to R.H. Donnelley Corporation (Donnelley) for net proceeds of $1,397. The sale included our interest 
in the DonTech II Partnership, a partnership between us and Donnelley that was the exclusive sales agent for Yellow 
Pages advertising in those two areas. This transaction closed in the third quarter of 2004 and we recorded a gain of $1,357 
($827 net of tax) in our third-quarter 2004 financial results. During the third quarter of 2004, we changed our reporting for 
this portion of the directory business to discontinued operations (see Note 15).  
   
TDC A/S During 2004, we sold our investment in Danish telecommunications provider TDC A/S (TDC) for $2,864 in 
cash. We reported a net loss of $138 ($66 net of tax).  
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   Balance at  
12/31/05  

Cash Payments for 
the Year Ended     Balance at  

   2006  Adjustments  12/31/06  
Paid out of:                          
Company funds  $  870  $  (279)  $  (184)  $  407  
Pension and Postemployment benefit plans     673     (58)     (432)     183  

Total  $  1,543  $  (337)  $  (616)  $  590  

Year Ended December 31,     2005     2004 1  
Revenues  $  65,789  $  69,165  
Net Income (Loss)     6,167     (74)  
               
Earnings Per Common Share  $  1.59  $  (0.02)  
Earnings Per Common Share – Assuming Dilution  $  1.59  $  (0.02)  
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Telkom S.A. Limited During 2004, we also sold our investment in South African telecommunications provider Telkom 
S.A. Limited for $1,186 in cash. We reported a loss of $82 ($55 net of tax).  
   
Belgacom S.A. In March 2004, in connection with Belgacom S.A.’s (Belgacom) initial public offering (IPO), we 
disposed of our entire investment in Belgacom. Both our investment and TDC’s investment in Belgacom were held 
through Belgacom’s minority stockholder, ADSB Telecommunications B.V. In a series of transactions culminating with 
the IPO, we reported a combined direct and indirect net gain of $1,067 ($715 net of tax) in our 2004 financial results, with 
$235 of this pretax gain reported as equity income, reflecting our indirect ownership though TDC (which also disposed of 
its interest). We received $2,063 in cash from the disposition of our direct interest.  

   
NOTE 3. EARNINGS PER SHARE  
   

A reconciliation of the numerators and denominators of basic earnings per share and diluted earnings per share for income 
from continuing operations for the years ended December 31, 2006, 2005 and 2004 are shown in the table below:  

   

   
At December 31, 2006, 2005 and 2004, we had issued and outstanding options to purchase approximately 309 million, 
277 million and 214 million shares of AT&T common stock. The exercise prices of options to purchase a weighted-
average of 201 million, 257 million and 191 million shares in 2006, 2005 and 2004, exceeded the average market price of 
AT&T stock. Accordingly, we did not include these amounts in determining the dilutive potential common shares for the 
respective periods. At December 31, 2006, the exercise price of 111 million share options were below market price; of 
these options, 38 million will expire by the end of 2011.  
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Year Ended December 31,    2006    2005    2004  
Numerators                 
Numerator for basic earnings per share:                 

Income from continuing operations  $ 7,356  $ 4,786  $ 4,979  
Dilutive potential common shares:                 
Other stock-based compensation    7    10    9  

Numerator for diluted earnings per share  $ 7,363  $ 4,796  $ 4,988  
Denominators (000,000)                 
Denominator for basic earnings per share:                 

Weighted average number of common                 
shares outstanding    3,882    3,368    3,310  

Dilutive potential common shares:                 
Stock options    4    1    2  
Other stock-based compensation    16    10    10  

Denominator for diluted earnings per share    3,902    3,379    3,322  
Basic earnings per share                 

Income from continuing operations  $ 1.89  $ 1.42  $ 1.50  
Income from discontinued operations    -    -    0.28  

Net income  $ 1.89  $ 1.42  $ 1.78  
Diluted earnings per share                 

Income from continuing operations  $ 1.89  $ 1.42  $ 1.50  
Income from discontinued operations    -    -    0.27  

Net income  $ 1.89  $ 1.42  $ 1.77  
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NOTE 4. SEGMENT INFORMATION  

   
Our segments are strategic business units that offer different products and services and are managed accordingly. As a 
result of our November 18, 2005 acquisition of ATTC we revised our segment reporting to represent how we now manage 
our business, restating prior periods to conform to the current segments. Due to the proximity of our BellSouth acquisition 
to year-end, we have reported the two days of results from BellSouth in the other segment even though there may be some 
overlap in the products and services provided by that segment and our wireline segment. Under GAAP segment reporting 
rules, we analyze our various operating segments based on segment income before income taxes. Substantially all of our 
interest expense, interest income, other income (expense) – net and income tax expense are managed on a total company 
basis and are, accordingly, reflected only in consolidated results. The customers and long-lived assets of our reportable 
segments are predominantly in the United States. We have four reportable segments that reflect the current management 
of our business: (1) wireline, (2) wireless, (3) directory and (4) other.  
   
The wireline segment provides both retail and wholesale landline telecommunications services, including local and long-
distance voice, switched access, IP and Internet access data, messaging services, managed networking to business 
customers, our U-verse SM video service and satellite television services through our agreement with EchoStar 
Communications Corp. (EchoStar).  
   
The wireless segment reflects 100% of the results reported by AT&T Mobility, which was our wireless joint venture with 
BellSouth prior to the December 29, 2006 acquisition and is now a wholly-owned subsidiary of AT&T. Although we 
analyze AT&T Mobility’s revenues and expenses under the wireless segment, we eliminate all results from the wireless 
segment prior to the acquisition in our consolidated financial statements and report our 60% proportionate share of AT&T 
Mobility’s results from that period as equity in net income of affiliates. For segment reporting, we report this equity in net 
income of affiliates in our other segment. The results from the wireless segment for the two days following the acquisition 
are now included in our Consolidated Statements of Income and have not been eliminated.  
   
The directory segment includes our directory operations, which publish Yellow and White Pages directories and sell 
directory and Internet-based advertising. This segment does not include BellSouth’s directory operations for the two days 
following the December 29, 2006 acquisition, which are recorded in the other segment. Results for this segment are 
shown under the amortization method, which means that revenues and direct expenses are recognized ratably over the life 
of the directory title, typically 12 months. Results reflect the September 2004 sale of our interest in the directory 
advertising business in Illinois and northwest Indiana to Donnelley (see Note 2). Our portion of the results from YPC is 
recorded in this segment as equity in net income of affiliates. YPC became a wholly-owned subsidiary of AT&T 
following the December 29, 2006 acquisition of BellSouth.  
   
The other segment includes results from BellSouth for the two days following the December 29, 2006 acquisition, as well 
as results from Sterling Commerce Inc. (Sterling) and from all corporate and other operations. In addition, the other 
segment contains our portion of the results from our international equity investments and from AT&T Mobility, as 
discussed above.  
   
In the following tables, we show how our segment results are reconciled to our consolidated results reported in accordance 
with GAAP. The Wireline, Wireless, Directory and Other columns represent the segment results of each such operating 
segment. The Wireline column includes revenues from services sold to AT&T Mobility (see Note 14). Since we 
accounted for AT&T Mobility using the equity method of accounting prior to the December 29, 2006 acquisition, these 
revenues were not eliminated upon consolidation and as such, remain in consolidated revenue. The Consolidation and 
Elimination column includes those line items that we manage on a consolidated basis only: interest expense, interest 
income and other income (expense) – net. This column also eliminates any intercompany transactions included in each 
segment’s results. Since our 60% share of the results from AT&T Mobility is already included in the Other column for the 
period prior to the December 29, 2006 acquisition of BellSouth, the Wireless Elimination column removes the results of 
our wireless business shown in the Wireless segment for that period. In the balance sheet section of the tables below, we 
included goodwill and other intangibles from the acquisition of BellSouth in the “Segment assets” line item in the Other 
column and included our investment in AT&T Mobility of $26,989 in 2005 in the “Investment in equity method 
investees” line item in the Other column. Because of the BellSouth acquisition, AT&T Mobility and YPC are fully 
consolidated subsidiaries at December 31, 2006, and 100% of their assets are included in the “Segment assets” line item in 
the Wireless and Directory columns, respectively.  
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Segment results, including a reconciliation to AT&T consolidated results, for 2006, 2005 and 2004 are as follows:  
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At December 31, 2006 or for the year ended                                         
                            Consolidation    Wireless    Consolidated 

     Wireline   Wireless   Directory   Other    and 
Elimination  

  Elimination    Results  

Revenues from external customers  $ 58,441 $ 37,506  $ 3,621  $ 778  $ -  $ (37,291)  $ 63,055  
Intersegment revenues     35    -     81     176     (292)     -     -  
Total segment operating revenues     58,476    37,506     3,702     954     (292)     (37,291)     63,055  
Operations and support expenses     40,511    26,503     1,760     721     (292)     (26,343)     42,860  
Depreciation and amortization expenses     9,614    6,436     3     256     (1)     (6,401)     9,907  
Total segment operating expenses     50,125    32,939     1,763     977     (293)     (32,744)     52,767  
Segment operating income     8,351    4,567     1,939     (23)    1     (4,547)     10,288  
Interest expense     -     1,186     -     -     1,836     (1,179)     1,843  
Interest income     -     20     -     -     377     (20)     377  
Equity in net income of affiliates     -     -     (17)    2,060     -     -     2,043  
Other income (expense) – net     -     (159)    -     -     16     159     16  
Segment income before income taxes     8,351    3,242     1,922     2,037     (1,442)    (3,229)     10,881  

                                             
Segment assets     102,891    97,634     4,107     288,103     (222,101)    -     270,634  
Investment in equity method investees     -     1     -     1,994     -     -     1,995  
Expenditures for additions to long-lived assets     8,147    7,039     2     171     -     (7,039)     8,320  

At December 31, 2005 or for the year ended                                         
                            Consolidation    Wireless    Consolidated 

     Wireline   Wireless   Directory   Other    and 
Elimination  

  Elimination    Results  

Revenues from external customers  $ 39,475  $ 34,433  $ 3,625  $ 664  $ -  $ (34,433)  $ 43,764  
Intersegment revenues     30     -     89     81     (200)     -     -  
Total segment operating revenues     39,505     34,433     3,714     745     (200)     (34,433)     43,764  
Operations and support expenses     27,857     26,034     1,715     577     (196)     (26,034)     29,953  
Depreciation and amortization expenses     7,426     6,575     5     215     (3)     (6,575)     7,643  
Total segment operating expenses     35,283     32,609     1,720     792     (199)     (32,609)     37,596  
Segment operating income     4,222     1,824     1,994     (47)    (1)     (1,824)     6,168  
Interest expense     -     1,260     -     -     1,456     (1,260)     1,456  
Interest income     -     49     -     -     383     (49)     383  
Equity in net income of affiliates     -     5     (5)     614     -     (5)     609  
Other income (expense) – net     -     (87)    -     -     14     87     14  
Segment income before income taxes     4,222     531     1,989     567     (1,060)    (531)     5,718  

                                             
Segment assets     105,880     79,319     4,041     129,257     (93,546)    (79,319)     145,632  
Investment in equity method investees     -     7     64     28,956     -     (7)     29,020  
Expenditures for additions to long-lived assets     5,418     7,475     2     156     -     (7,475)     5,576  
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For the year ended December 31, 2004                                         
                             Consolidation    Wireless    Consolidated 

     Wireline   Wireless   Directory   Other    and 
Elimination  

  Elimination    Results  

Revenues from external customers  $ 36,418  $ 19,565  $ 3,665  $ 650 $ -  $ (19,565)  $ 40,733  
Intersegment revenues     31     -     94     56     (181)     -     -  
Total segment operating revenues     36,449     19,565     3,759     706    (181)     (19,565)     40,733  
Operations and support expenses     25,233     14,960     1,644     567    (176)     (14,960)     27,268  
Depreciation and amortization expenses     7,322     3,077     9     236    (3)     (3,077)     7,564  
Total segment operating expenses     32,555     18,037     1,653     803    (179)     (18,037)     34,832  
Segment operating income     3,894     1,528     2,106     (97)    (2)     (1,528)     5,901  
Interest expense     -     900     -     -     1,023     (900)     1,023  
Interest income     -     12     -     -     492     (12)     492  
Equity in net income of affiliates     -     (415)     -     873     -     415     873  
Other income (expense) – net     -     (82)     -     -     922     82     922  
Segment income before income taxes     3,894     143     2,106     776     389     (143)     7,165  
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NOTE 5. PROPERTY, PLANT AND EQUIPMENT  
   

Property, plant and equipment is summarized as follows at December 31:  
   

   
Our depreciation expense was $8,874 in 2006, $7,372 in 2005 and $7,447 in 2004.  
   
Certain facilities and equipment used in operations are leased under operating or capital leases. Rental expenses under 
operating leases were $869 for 2006, $473 for 2005 and $479 for 2004. At December 31, 2006, the future minimum rental 
payments under noncancelable operating leases for the years 2007 through 2011 were $1,961, $1,718, $1,488, $1,295 and 
$1,087, with $6,747 due thereafter. Capital leases were not significant.  
   
During 2005, we had impairments in our wireline segment of $349 on assets for which we do not believe we will recover 
their value due to the acquisition of ATTC. The impairments primarily consisted of $237 due to the write-down of out-of-
region assets to current market value and write-offs of $45 of collocation assets and $43 of software. The impairments are 
reflected as an operating expense in the “Selling, general and administrative” line on our Consolidated Statements of 
Income.  
   
American Tower Corp. Agreement  
   
In August 2000, we reached an agreement with American Tower Corp. (American Tower) under which we granted 
American Tower the exclusive rights to lease space on a number of our communications towers. In exchange, we received 
a combination of cash and equity instruments as complete prepayment of rent with the closing of each leasing agreement. 
The value of the prepayments were recorded as deferred revenue and recognized in income as revenue over the life of the 
leases. The balance of deferred revenue was $568 in 2006, $598 in 2005 and $628 in 2004.  
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   Lives (years)     2006     2005  
Land  -  $  1,925  $  1,169  
Buildings  35-45     23,481     15,557  
Central office equipment  3-10     63,997     57,254  
Cable, wiring and conduit  10-50     64,483     55,858  
Other equipment  5-15     33,448     12,111  
Software  3-5     11,678     5,539  
Under construction  -     3,137     1,750  
         202,149     149,238  
Accumulated depreciation and amortization        107,553     90,511  
Property, plant and equipment - net     $  94,596  $  58,727  
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NOTE 6. EQUITY METHOD INVESTMENTS  

   
Investments in partnerships, joint ventures, including AT&T Mobility, and less-than majority-owned subsidiaries where 
we have significant influence are accounted for under the equity method. Until the December 29, 2006 BellSouth 
acquisition (see Note 2), we accounted for our 60% economic interest in AT&T Mobility under the equity method since 
we shared control equally with BellSouth, our 40% economic partner. We had equal voting rights and representation on 
the board of directors that controlled AT&T Mobility. As a result of the BellSouth acquisition, AT&T Mobility became a 
wholly-owned subsidiary of AT&T and is reported in our wireless segment and our Consolidated Statements of Income.  
   
AT&T Mobility The following table is a reconciliation of our investments in and advances to AT&T Mobility as 
presented on our Consolidated Balance Sheets:  
   

   
Undistributed earnings from AT&T Mobility were $4,219 prior to the BellSouth acquisition at December 29, 2006, and 
$2,711 at December 31, 2005. “Other adjustments” in 2006 primarily represents the consolidation of AT&T Mobility as a 
wholly-owned subsidiary of AT&T as a result of the BellSouth acquisition. “Other adjustments” in 2005 included the net 
activity of $2,442 under our revolving credit agreement with AT&T Mobility, reflecting a repayment of their shareholder 
loan of $1,747 and a net repayment of their revolving credit balance of $695 (see Note 14).  
   
The following table presents summarized financial information for AT&T Mobility at December 31 or for the year then 
ended:  
   

   
Other Equity Method Investments Our investments in equity affiliates include primarily international investments. As 
of December 31, 2006, our investments in equity affiliates included an 8.9% interest in Teléfonos de México, S.A. de 
C.V. (Telmex), Mexico’s national telecommunications company, and an 8.0% interest in América Móvil S.A. de C.V. 
(América Móvil), primarily a wireless provider in Mexico, with telecommunications investments in the United States and 
Latin America. We are a member of a consortium that holds all of the class AA shares of Telmex stock, representing 
voting control of the company. Another member of the consortium, Carso Global Telecom, S.A. de C.V., has the right to 
appoint a majority of the directors of Telmex. We also are a member of a consortium that holds all of the class AA shares 
of América Móvil stock, representing voting control of the company. Another member of the consortium, Americas 
Telecom S.A. de C. V., has the right to appoint a majority of the directors of América Móvil.  
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     2006    2005  
Beginning of year  $ 31,404  $ 33,687  
Equity in net income    1,508    200  
Other adjustments    (32,912)    (2,483)  
End of year  $ -  $ 31,404  

      2006     2005     2004  
Income Statements                    

Operating revenues  $  37,506  $  34,433  $  19,565  
Operating income     4,567     1,824     1,528  
Net income     2,523     333     201  

Balance Sheets                    
Current assets  $  7,196  $  6,049        
Noncurrent assets     90,438     73,270        
Current liabilities     10,317     10,008        
Noncurrent liabilities     26,318     24,333        
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The following table is a reconciliation of our investments in equity affiliates as presented on our Consolidated Balance 
Sheets:  
   

   
Undistributed earnings from equity affiliates were $2,038 and $1,615 at December 31, 2006 and 2005. The currency 
translation adjustment for 2006 and 2005 primarily reflects the effect of exchange rate fluctuations on our investments in 
Telmex and América Móvil. “Other adjustments” for 2006 consisted primarily of $375 representing the consolidation of 
the Cellular Communications of Puerto Rico, YPC and other domestic wireless investments as wholly-owned subsidiaries 
of AT&T as a result of the BellSouth acquisition and $75 representing purchase accounting revaluation of equity 
investments in ATTC.  
   
Dispositions for 2005 primarily reflect the dissolution of a wireless partnership. “Other adjustments” for 2005 include 
equity investment balances at December 31, 2005, acquired as part of our acquisition of ATTC totaling $135, which 
includes our 49% economic interest in Alestra S. de R.L. de C.V., a telecommunications company in Mexico.  
   
The fair value of our investment in Telmex, based on the equivalent value of Telmex L shares at December 31, 2006, was 
$2,543. The fair value of our investment in América Móvil, based on the equivalent value of América Móvil L shares at 
December 31, 2006, was $6,488.  

   
NOTE 7. DEBT  
   

Long-term debt of AT&T and its subsidiaries, including interest rates and maturities, is summarized as follows at 
December 31:  
   

   
On December 29, 2006, we assumed $28,321 in long-term debt and capital leases related to our acquisition of BellSouth 
(see Note 2). The debt of AT&T Mobility was included in the amount assumed now that it is a subsidiary of AT&T. 
BellSouth’s and AT&T Mobility’s long-term debt included both fixed and floating interest rates with a weighted-average 
rate of 6.7% (ranging from 4.2% to 8.8%) and had maturities ranging from 2007 to 2097. Included in our “Total notes and 
debentures” balance in the table above was the face value of acquired debt from BellSouth and AT&T Mobility of 
$25,234, which had a carrying amount of $26,968 at December 31, 2006.  
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     2006    2005  
Beginning of year  $ 2,031  $ 1,798  
Additional investments    5    6  
Equity in net income of affiliates    535    409  
Dividends received    (97)    (158)  
Currency translation adjustments    (22)    66  
Dispositions    -    (228)  
Other adjustments    (457)    138  
End of year  $ 1,995  $ 2,031  

  2006     2005  
Notes and debentures             

  Interest Rates    Maturities               
4.13% – 5.98%    2006 – 2054     $ 18,571  $ 12,284  

   6.00% – 7.88%     2006 – 2097       24,685     12,700  
   8.13% – 9.75%     2006 – 2031        8,626     4,417  

Other    141     3  
Fair value of interest rate swaps    (80)     (16)  

     51,943     29,388  
Unamortized premium, net of discount    2,323     639  
Total notes and debentures    54,266     30,027  
Capitalized leases    211     115  
Total long-term debt, including current maturities    54,477     30,142  
Current maturities of long-term debt    (4,414)     (4,027)  
Total long-term debt  $ 50,063  $ 26,115  
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Included in the table above at December 31, 2006, was $1,734 representing the remaining excess of the fair value over the 
recorded value of debt in connection with the acquisition of BellSouth and AT&T Mobility. The excess is amortized over 
the remaining lives of the underlying debt obligations.  
   
We have debt instruments that may require us to repurchase the debt or which may alter the interest rate associated with 
that debt. We have two issues of $1,000 Puttable Reset Securities (PURS) at 4.2% maturing in 2021 with an annual put 
option by the holder. If the holders of our PURS do not require us to repurchase the securities, the interest rate will be 
reset based on current market conditions. Since these securities can be put to us annually, the balance is included in 
current maturities of long-term debt in our balance sheet.  
   
On November 18, 2005, we consolidated $8,293 in long-term debt, including capital leases, related to our acquisition of 
ATTC. ATTC’s debt included both fixed and floating interest rates with a weighted-average rate of approximately 8.6% 
(ranging from 3.87% to 9.75%) and had maturities ranging from 2006 to 2054. Included in our “Total notes and 
debentures” balance in the table above was the face value of acquired debt from ATTC of $6,910, which had a carrying 
amount of $7,694 at December 31, 2005.  
   
Included in the table above at December 31, 2005, was $784 representing the remaining excess of the fair value over the 
recorded value of debt in connection with the acquisition of ATTC, of which $747 was included in our “Unamortized net 
premium (discount)” and $37 was included in our “Current maturities of long-term debt.” The excess is amortized over 
the remaining lives of the underlying debt obligations.  
   
At December 31, 2006, the aggregate principal amounts of long-term debt and the corresponding weighted-average 
interest rate scheduled for repayment for the years 2007 through 2011, excluding capitalized leases and the effect of 
interest rate swaps, were $4,400 (5.5%), $3,895 (5.5%), $5,919 (4.9%), $2,253 (6.3%) and $7,485 (7.5%) with $27,911 
(7.0%) due thereafter. As of December 31, 2006 and 2005, we were in compliance with all covenants and conditions of 
instruments governing our debt. Substantially all of our outstanding long-term debt is unsecured.  
   
Financing Activities  
   
Debt During 2006, debt repayments totaled $4,244 and consisted of:  

   
In May 2006, we received net proceeds of $1,491 from the issuance of $1,500 of long-term debt consisting of $900 of 
two-year floating rate notes and $600 of 6.80%, 30-year bonds maturing in 2036.  

   
Debt maturing within one year consists of the following at December 31:  
   

1 Primarily represents borrowings, the availability of which is contingent on the level of cash held by some of our foreign subsidiaries.  
   
The weighted-average interest rate on commercial paper debt at December 31, 2006 and 2005 was 5.31% and 4.31%, 
respectively.  
   
In February 2007, we issued $3,200 of long-term debt consisting of $1,500 principal amount of floating-rate notes due in 
2010, $1,200 principal amount of 6.375% notes due in 2056 and $500 principal amount of 5.625% notes due in 2016.  
   
Credit Facility In July 2006, we replaced our three-year $6,000 credit agreement with a five-year $6,000 credit 
agreement with a syndicate of investment and commercial banks. The current agreement will expire in July 2011. The 
available credit under this agreement increased by an additional $4,000 when we completed our acquisition of BellSouth. 
This incremental available credit is intended to replace BellSouth’s $3,000 credit facility, which was terminated in 
January 2007. We have the right to request the lenders to further increase their commitments (i.e., raise the available 
credit) up to an additional $2,000, provided no event of default under the credit agreement has occurred. We also have the 
right to terminate, in whole  
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   •  $4,040 related to debt repayments with interest rates ranging from 5.75% to 9.50%, which included $284 
associated with unwinding an interest rate foreign currency swap on our Euro-denominated debt (see Note 8).  

   •  $148 related to called and put debt with interest rates ranging from 6.35% to 9.5%.  

   •  $56 related to scheduled principal payments on other debt and repayments of other borrowings.  

     2006     2005  
Commercial paper  $ 5,214  $ 320  
Current maturities of long-term debt    4,414    4,027  
Bank borrowings 1    105    108  
Total  $ 9,733  $ 4,455  
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or in part, amounts committed by the lenders under this agreement in excess of any outstanding advances; however, any 
such terminated commitments may not be reinstated. Advances under this agreement may be used for general corporate 
purposes, including support of commercial paper borrowings and other short-term borrowings. There is no material 
adverse change provision governing the drawdown of advances under this credit agreement. This agreement contains a 
negative pledge covenant, which requires that, if at any time we or a subsidiary pledge assets or otherwise permits a lien 
on its properties, advances under this agreement will be ratably secured, subject to specified exceptions. We must 
maintain a debt-to-EBITDA (earnings before interest, income taxes, depreciation and amortization, and other 
modifications described in the agreement) financial ratio covenant of not more than three-to-one as of the last day of each 
fiscal quarter for the four quarters then ended. We are in compliance with all covenants under the agreement. We had no 
borrowings outstanding under committed lines of credit as of December 31, 2006 or 2005.  
   
Defaults under the agreement, which would permit the lenders to accelerate required payment, include nonpayment of 
principal or interest beyond any applicable grace period; failure by AT&T or any subsidiary to pay when due other debt 
above a threshold amount that results in acceleration of that debt (commonly referred to as “cross-acceleration”) or 
commencement by a creditor of enforcement proceedings within a specified period after a money judgment above a 
threshold amount has become final; acquisition by any person of beneficial ownership of more than 50% of AT&T 
common shares or a change of more than a majority of AT&T’s directors in any 24-month period other than as elected by 
the remaining directors (commonly referred to as a “change-of-control”); material breaches of representations in the 
agreement; failure to comply with the negative pledge or debt-to-EBITDA ratio covenants described above; failure to 
comply with other covenants for a specified period after notice; failure by AT&T or certain affiliates to make certain 
minimum funding payments under ERISA; and specified events of bankruptcy or insolvency.  
   

NOTE 8. FINANCIAL INSTRUMENTS  
   
The carrying amounts and estimated fair values of our long-term debt, including current maturities, and other financial 
instruments, are summarized as follows at December 31:  
   

   
The fair values of our notes and debentures were estimated based on quoted market prices, where available, or on the net 
present value method of expected future cash flows using current interest rates. The carrying value of debt with an 
original maturity of less than one year approximates market value.  
   
Prior to our December 29, 2006 acquisition of BellSouth (see Note 2), we and BellSouth, the two owners of AT&T 
Mobility, each made a subordinated loan to AT&T Mobility (shareholder loans). Following the BellSouth acquisition, our 
shareholder loan with AT&T Mobility was consolidated and does not appear on our Consolidated Balance Sheet at 
December 31, 2006. At December 31, 2005, our shareholder loan to AT&T Mobility was recorded at face value, and the 
carrying amounts approximate fair values.  
   
The fair value of our EchoStar note receivable was estimated based on a third-party valuation. The carrying amount of 
this note was based on the present value of cash and interest payments, which will be accreted on the note up to the face 
value of $500 on a straight-line basis through August 2008.  
   
Our available-for-sale equity securities are carried at fair value, and realized gains and losses on these equity securities 
were included in “Other income (expense) – net” on the Consolidated Statements of Income. The fair value of our 
available-for-sale equity securities was principally determined based on quoted market prices and the carrying amount of 
the remaining securities approximates fair value. Gross realized gains on our available-for-sale equity securities were  
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   2006  2005  
   Carrying  Fair  Carrying  Fair  
   Amount  Value  Amount  Value  
Notes and debentures  $ 54,266  $ 54,566  $ 30,027  $ 30,735  
Commercial paper     5,214     5,214     320    320  
Bank borrowings     105     105     108    108  
AT&T Mobility shareholder loan     -     -     4,108    4,108  
Available-for-sale equity securities     2,731     2,731     648    648  
EchoStar note receivable     478     467     465    447  
Preferred stock of subsidiaries     43     43     43    43  
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$10 in 2006, $110 in 2005 and $323 in 2004. Gross realized losses on these securities were $0 in 2006, $1 in 2005 and 
$191 in 2004. These gains and losses were determined using the specific identification method. Our proceeds from the 
sales of our available-for-sale equity securities were $10 in 2006, $125 in 2005 and $3,188 in 2004.  
   
Our short-term investments, other short-term and long-term held-to-maturity investments and customer deposits are 
recorded at amortized cost, and the carrying amounts approximate fair values. We held other short-term held-to-maturity 
securities of $477 at December 31, 2006 compared to $3 at December 31, 2005.  
   
Preferred Stock Issuances In November 2005, we issued 768,391.4 shares of Perpetual Cumulative Preferred Stock 
(AT&T preferred stock), par value $1 per share. The AT&T preferred stock was issued to replace each share of ATTC 
preferred stock that was issued and outstanding prior to the November 18, 2005 acquisition and is held by a subsidiary of 
ATTC.  
   
Preferred Stock Issuances by Subsidiaries In 2002, we restructured our holdings in certain investments, including 
Sterling. As part of this restructuring, a newly created subsidiary issued $43 of preferred stock, which was included in 
“Other noncurrent liabilities” on the Consolidated Balance Sheets. The preferred stock will accumulate dividends at an 
annual rate of 5.79% and can be converted, at the option of the holder, to common stock (but not a controlling interest) of 
the subsidiary at any time.  
   
In 2005, we redeemed $350 of an AT&T subsidiary-issued preferred stock private placement and repaid $378 of preferred 
securities previously issued by an AT&T subsidiary, which was related to an internal restructuring of our ownership in 
several investments.  
   
Letters of Credit Letters of credit are guarantees we purchase, which ensure our performance or payment to third parties 
in accordance with specified terms and conditions. Management has determined that our letters of credit do not create 
additional risk to us. The notional amounts outstanding were $478 at December 31, 2006, and $623 at 
December 31, 2005, and the fair values of the letters of credit, based on the fees paid to obtain the obligations, for both 
periods were $1.  
   
Derivatives We use interest rate swaps, interest rate forward contracts and foreign currency exchange contracts to manage 
our market risk changes in interest rates and foreign exchange rates. We do not use financial instruments for trading or 
speculative purposes. Each swap matches the exact maturity dates of the underlying debt to which they are related, 
allowing for perfectly effective hedges. Each utilized forward contract matches the interest payments of the underlying 
debt to which they are related, allowing for perfectly effective hedges.  
   
Interest Rate Swaps We had fair value interest rate swaps with a notional value of $5,050 at December 31, 2006 and 
$4,250 at December 31, 2005, with a net carrying and fair value liability of $80 and $16, respectively. In 2006, we had 
$1,000 of swaps mature in 2006 related to our repayment of the underlying security. The net fair value liability at 
December 31, 2006, was comprised of a liability of $86 and an asset of $6. The net fair value liability at 
December 31, 2005, was comprised of a liability of $33 and an asset of $17.  
   
Included in the above fair value interest rate swap notional value for 2006 was interest rate swaps with a notional amount 
of $1,800 acquired as a result of our acquisition of BellSouth on December 29, 2006. These swaps were unwound in 
January 2007.  
   
Interest Rate Locks In May 2006, we entered into an interest rate forward contract with a notional amount of $750 to 
partially hedge interest expense related to our debt issuance in 2006. In 2006, we utilized a notional amount of $600 of 
this forward contract and incurred settlement gains of $4. In November 2005, we entered into an interest rate forward 
contract with a notional amount of $500 to partially hedge interest expense related to refinancing a portion of our debt 
maturities in 2006. In November 2005, we utilized the notional amount of this interest rate forward contract and incurred 
settlement costs of $2. During 2004, we utilized a notional amount of $1,500 of interest rate forward contracts and 
incurred settlement costs of $302 ($196 net of tax benefit). During 2007, we expect to reclassify into earnings between $8 
to $9, net of tax, of the previously mentioned settlement expenses.  
   
Interest Rate Foreign Currency Swaps We had combined interest rate foreign currency swap agreements for Euro-
denominated debt, which hedge our risk to both interest rate and currency movements. In November 2006, we repaid the 
notional amount of our foreign currency swap of $636. Upon repayment we unwound our swap asset of $284. 
Additionally, we repaid the collateral associated with the swap contract of $150, which was received by us over the term 
of the swap agreement.  
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Foreign Currency Forward Contracts We enter into foreign currency forward contracts to manage our exposure to 
changes in currency exchange rates related to foreign-currency-denominated transactions. At December 31, 2006 and 
2005, our foreign exchange contracts consisted principally of Euros, British pound sterling, Danish krone and Japanese 
Yen. At December 31, 2006, the notional amounts under contract were $440, of which $6 were designated as net 
investment hedges. At December 31, 2005, the notional amounts under contract were $623, of which $18 were designated 
as net investment hedges. The remaining contracts in both periods were not designated for accounting purposes. There 
was no ineffectiveness recognized in earnings for these contracts during 2006 and 2005. At December 31, 2006, these 
foreign exchange contracts had a net carrying and fair value asset of $1, comprised of an asset of $4 and a liability of $3. 
At December 31, 2005, these foreign exchange contracts had a net carrying and fair value liability of $8, comprised of an 
asset of $5 and a liability of $13. These contracts were valued using current market quotes, which were obtained from 
independent sources.  

   
NOTE 9. INCOME TAXES  
   

Significant components of our deferred tax liabilities (assets) are as follows at December 31:  
   

   
At December 31, 2006 and 2005, net deferred tax liabilities include a deferred tax asset of $456 and $542 relating to 
compensation expense under Statement of Financial Accounting Standards No. 123(R) “Share-Based Payment” (FAS 123
(R)). Full realization of this deferred tax asset requires stock options to be exercised at a price equaling or exceeding the 
sum of the strike price plus the fair value of the option at the grant date. The provisions of FAS 123(R), however, do not 
allow a valuation allowance to be recorded unless the company’s future taxable income is expected to be insufficient to 
recover the asset. Accordingly, there can be no assurance that the stock price of AT&T common shares will rise to levels 
sufficient to realize the entire tax benefit currently reflected in our balance sheet.  
   
At December 31, 2006, we had net operating and capital loss carryforwards (tax effected) for federal, state and foreign 
income tax purposes of $1,507, $1,138 and $13 respectively expiring through 2025. The federal net operating loss 
carryforward primarily relates to AT&T Mobility’s acquisition of AWE in 2004. Additionally, we had federal and state 
credit carryforwards of $71 and $252 respectively expiring primarily through 2024.  
   
The change in the valuation allowance for 2006 is primarily the result of the acquisition of ATTC, BellSouth and AT&T 
Mobility. Other changes are the result of an evaluation of the uncertainty associated with the realization of certain 
deferred tax assets unrelated to FAS 123(R). Future adjustments to the valuation allowance attributable to the ATTC, 
BellSouth and AT&T Mobility opening balance sheet items may be required to be allocated to goodwill and other 
purchased intangibles.  
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     2006    2005  
Depreciation and amortization  $ 21,016  $ 13,921  
Intangibles (nonamortizable)    2,271    1,874  
Equity in foreign affiliates    515    727  
Employee benefits    (9,667)    (4,897)  
Currency translation adjustments    (261)    (272)  
Allowance for uncollectibles    (385)    (351)  
Unamortized investment tax credits    (68)    (79)  
Net operating loss and other carryforwards    (2,981)    (838)  
Investment in wireless partnership    12,580    2,597  
Other – net    368    387  
Subtotal    23,388    13,069  
Deferred tax assets valuation allowance    984    627  
Net deferred tax liabilities  $ 24,372  $ 13,696  
             
Net long-term deferred tax liabilities  $ 27,406  $ 15,713  
Less: Net current deferred tax assets    (3,034)    (2,011)  
Less: Other assets    -    (6)  
Net deferred tax liabilities  $ 24,372  $ 13,696  
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In June 2006, the FASB issued FIN 48, which changes the accounting for uncertainty in income taxes by prescribing a 
recognition threshold for tax positions taken or expected to be taken in a tax return. FIN 48 is effective for fiscal years 
beginning after December 15, 2006. Our evaluation of the impact FIN 48 will have on our financial position and results of 
operations is ongoing.  
   
The components of income tax expense are as follows:  
   

   
A reconciliation of income tax expense and the amount computed by applying the statutory federal income tax rate (35%) 
to income before income taxes, income from discontinued operations, extraordinary items and cumulative effect of 
accounting changes is as follows:  
   

   
In December 2005, we reached an agreement with the IRS to settle certain claims, principally related to the utilization of 
capital losses and tax credits for years 1997-1999. Included in the settlement was relief from previous assessments and 
agreement on multiple items challenged by the IRS in the course of routine audits. As we had previously paid the 
assessments in full and filed refund claims with the IRS, the settlement resulted in our recognition of approximately $902 
of reduced income tax expense in 2005.  
   
Effects of international operations include items such as foreign tax credits, sales of foreign investments and the effects of 
undistributed earnings from international operations. Deferred taxes are not provided on the undistributed earnings of 
subsidiaries operating outside the United States that have been or are intended to be permanently reinvested.  

   
NOTE 10. PENSION AND POSTRETIREMENT BENEFITS  
   

We acquired BellSouth on December 29, 2006, and ATTC on November 18, 2005. In conjunction with the BellSouth 
merger, AT&T Mobility became a wholly-owned subsidiary and its pension plan was combined with AT&T’s. BellSouth, 
AT&T Mobility and ATTC sponsored noncontributory defined benefit pension plans covering the majority of their U.S. 
employees. In accordance with Statement of Financial Accounting Standards No. 87, “Employers’ Accounting for 
Pensions” (FAS 87) and Statement of Financial Accounting Standards No. 106, “Employers’ Accounting for 
Postretirement Benefits Other Than Pensions” (FAS 106), when an employer is acquired as part of a merger, any excess 
of projected benefit obligation over the plan assets is recognized as a liability and any excess of plan assets over the 
projected benefit obligation is recognized as a plan asset. The recognition of a new liability or a new asset by the acquirer, 
at the date of the merger, results in the elimination of any (a) previously existing unrecognized net gain or loss, (b) 
unrecognized prior  
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      2006     2005     2004  
Federal:                    

Current  $ 3,344  $ 1,385  $ 1,145  
Deferred – net     (139)     (681)     843  
Amortization of investment tax credits     (28)     (21)     (32)  

      3,177     683     1,956  
State, local and foreign:                    

Current     295     226     427  
Deferred – net     53     23     (197)  

      348     249     230  
Total  $ 3,525  $ 932  $ 2,186  

      2006     2005     2004  
Taxes computed at federal statutory rate  $ 3,809  $ 2,001  $ 2,508  
Increases (decreases) in income taxes resulting from:                    

State and local income taxes – net of federal income tax benefit     234     176     213  
Effects of international operations     (200)     (70)     (222)  
Medicare reimbursements     (123)     (95)     (89)  
Equity in net income of affiliates     (218)     (35)     -  
Tax settlements     -     (902)     (65)  
Other – net     23     (143)     (159)  

Total  $ 3,525  $ 932  $ 2,186  
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service cost and (c) unrecognized net transition obligation. In addition, the accumulated postretirement benefit obligations 
are to be measured using actuarial assumptions and terms of the substantive plans, as determined by the purchaser. As 
such, and consistent with our practice, we did not account for the annual dollar value cap of medical and dental benefits in 
the value of the accumulated postretirement benefit obligation for the ATTC, BellSouth or AT&T Mobility postretirement 
benefit plans (i.e., we assumed the cap would be waived in the future). All other significant weighted-average 
assumptions used were determined based on our policies that are discussed below in “Assumptions.”  
   
Due to the proximity of the BellSouth transaction to the end of the year, we have presented below the reconciliation of the 
December 31, 2006 expected funded status of BellSouth’s plans, excluding supplemental retirement plans and excluding 
the acquisition by AT&T, and status of those plans subsequent to the acquisition.  
   

   
The acquisition of BellSouth’s portion of AT&T Mobility will be accounted for as a step acquisition. In accordance with 
purchase accounting rules, BellSouth’s investment in AT&T Mobility will be adjusted to its fair value through purchase 
accounting adjustments. Accordingly, we have recognized a new liability for 40% of AT&T Mobility’s pension and 
postretirement benefit plans. Prior to the merger, we recorded our investment in AT&T Mobility as an equity investment 
and did not account for our 60% economic interest of AT&T Mobility’s pension and postretirement plans. We have 
included our historical 60% ownership interest in the table below.  
   
We have presented below the reconciliation of the December 31, 2006 expected funded status of AT&T Mobility’s plans, 
excluding supplemental retirement plans and excluding the acquisition by AT&T, and status of those plans subsequent to 
the acquisition.  
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Pension Benefits     

Postretirement  
Benefits  

     Pre-  
merger  

   Post-
merger  

   Pre-  
merger  

   Post-
merger  

Benefit obligations  $ (11,622)  $ (11,013)  $ (10,803)  $ (11,461)  
Fair value of plan assets    17,628     17,628     5,269     5,269  
Funded (unfunded) benefit obligation    6,006     6,615     (5,534)     (6,192)  
Unrecognized net (gain) loss    (661)     -     1,377     -  
Unrecognized net obligation    -     -     49     -  
Unrecognized prior service cost (benefit)    (280)     -     2,535     -  
Net amount recorded  $ 5,065  $ 6,615  $ (1,573)  $ (6,192)  

     
Pension Benefits     

Postretirement  
Benefits  

     Pre-  
merger  

   Post-
merger  

   Pre-  
merger  

   Post-
merger  

Benefit obligations  $ (679)  $ (635)  $ (153)  $ (209)  
Fair value of plan assets    548     548     -     -  
Funded (unfunded) benefit obligation    (131)     (87)     (153)     (209)  
Unrecognized net (gain) loss    (20)     (38)     26     -  
Unrecognized prior service cost (benefit)    8     4     (6)     45  
Net amount recorded  $ (143)  $ (121)  $ (133)  $ (164)  
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The reconciliation of the December 31, 2004 funded status of ATTC’s U.S. plans, excluding supplemental retirement 
plans, and status of those plans subsequent to the merger are as follows:  
   

   
In subsequent periods, net periodic pension and postemployment cost for BellSouth, BellSouth’s 40% economic interest 
in AT&T Mobility and ATTC will exclude any amortization of either the unrecognized loss or the unrecognized prior 
service cost existing at the date of the merger. However, the funding of these plans is not directly affected by the mergers. 
The basis of funding, over time, will reflect the past amendments and losses that underlie those amounts. As they are 
reflected in the funding process, contributions will, in some periods, exceed the net pension cost, and that will reduce the 
liability (unfunded accrued pension cost) recognized at the date of acquisition.  

   
Pension Benefits  
Substantially all of our U.S. employees are covered by one of our noncontributory pension and death benefit plans. Many 
of our management employees participate in pension plans that have a traditional pension formula (i.e., a stated 
percentage of employees’ adjusted career income) and a frozen cash balance or defined lump sum formula. Effective 
January 15, 2005, the management pension plan for those employees was amended to freeze benefit accruals previously 
earned under a cash balance formula. Each employee’s existing cash balance continues to earn interest at a variable 
annual rate. After this change, those management employees, at retirement, may elect to receive the portion of their 
pension benefit derived under the cash balance or defined lump sum as a lump sum or an annuity. The remaining pension 
benefit, if any, will be paid as an annuity if its value exceeds a stated monthly amount. ATTC, BellSouth and AT&T 
Mobility management employees participate in cash balance pension plans. Nonmanagement employees’ pension benefits 
are generally calculated using one of two formulas; benefits are based on a flat dollar amount per year according to job 
classification or are calculated under a cash balance plan that is based on an initial cash balance amount and a negotiated, 
annual pension band and interest credits. Most nonmanagement employees can elect to receive their pension benefits in 
either a lump sum payment or an annuity.  
   
At December 31, 2006, certain defined pension plans formerly sponsored by ATTC and AT&T Mobility were merged in 
to the AT&T Pension Benefit Plan.  
   
Postretirement Benefits  
We provide certain medical, dental and life insurance benefits to certain retired employees under various plans and accrue 
actuarially determined postretirement benefit costs as active employees earn these benefits.  
   
Obligations and Funded Status  
For defined benefit pension plans, the benefit obligation is the “projected benefit obligation,” the actuarial present value, 
as of the measurement date, of all benefits attributed by the pension benefit formula to employee service rendered to that 
date. The amount of benefit to be paid depends on a number of future events incorporated into the pension benefit 
formula, including estimates of the average life of employees/survivors and average years of service rendered. It is 
measured based on assumptions concerning future interest rates and future employee compensation levels.  
   
For postretirement benefit plans, the benefit obligation is the “accumulated postretirement benefit obligation,” the 
actuarial present value as of a date of all future benefits attributed under the terms of the postretirement benefit plan to 
employee service rendered to that date.  
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Pension Benefits     

Postretirement  
Benefits  

     Pre-  
merger  

   Post-
merger  

   Pre-  
merger  

   Post-
merger  

Benefit obligations  $ (16,178)  $ (16,942)  $ (5,813)  $ (9,129)  
Fair value of plan assets    18,510     18,917     2,313     2,429  
Funded (unfunded) benefit obligation    2,332     1,975     (3,500)     (6,700)  
Unrecognized net loss    949     -     1,298     -  
Unrecognized prior service cost    356     -     53     -  
Net amount recorded  $ 3,637  $ 1,975  $ (2,149)  $ (6,700)  
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The following table presents this reconciliation and shows the change in the projected benefit obligation for the years 
ended December 31:  
   

   
The following table presents the change in the value of plan assets for the years ended December 31 and the plans’ funded 
status at December 31:  
   

   
Included in “Postemployment benefit obligation” on our Consolidated Balance Sheets at December 31, 2004, was a 
reduction in the liability associated with the “1983 Unfunded Postretirement Benefits Cost Sharing Agreement” and 
“1983 Force Adjustment Cost-Reimbursement and Indemnification Agreement” (Agreements). Under the Agreements, 
the Bell System Companies (RBOCs) (which included the former SBC and BellSouth) agreed to provide postemployment 
benefits to those employees of ATTC who retired prior to the 1983 reorganization that divided ATTC. As part of the 
Agreements, ATTC agreed to reimburse RBOCs for postemployment benefits paid to these retirees. Since ATTC agreed 
to provide reimbursement, the accumulated postemployment benefits recorded on our Consolidated Balance Sheets prior 
to the November 18, 2005 acquisition of ATTC did not include these expected payments. After the ATTC merger, we no 
longer will receive third-party reimbursement for these liabilities and accordingly increased our benefit obligation by 
$234 in 2005 for the ATTC merger. ATTC maintains the Agreements with the remaining RBOCs and we include 
estimated amounts subject to reimbursement on our Consolidated Balance Sheets as “Other noncurrent liabilities.”  
   
Also included in “Postemployment benefit obligation” on our Consolidated Balance Sheets at December 31, 2004, were 
phone concessions for out-of-region retirees. The out-of-region phone concession, which is not part of the pension plan 
and not subject to ERISA, allowed for out-of-region retirees to receive reimbursements for phone services provided by 
another carrier. During 2005, we notified out-of-region retirees of changes which allowed us to reduce this obligation by 
$96.  
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Pension Benefits     

Postretirement  
Benefits  

     2006     2005     2006     2005  
Benefit obligation at beginning of year  $ 46,176  $ 28,189  $ 35,225  $ 25,114  
Service cost - benefits earned during the period    1,050     804     435    390  
Interest cost on projected benefit obligation    2,507     1,725     1,943    1,496  
Amendments    -     (2)     -    (442)  
Actuarial loss (gain)    (1,499)     1,182     (3,386)    613  
Special termination benefits    25     15     2    2  
Curtailments    -     -     -    (77)  
Benefits paid    (3,958)     (2,679)     (1,772)    (1,234)  
Transferred from AT&T Mobility    635     -     209     -  
Transferred from BellSouth    11,013     -     11,461     -  
Transferred from ATTC    -     16,942     -     9,129  
Other    -     -     20    234  
Benefit obligation at end of year  $ 55,949  $ 46,176  $ 44,137  $ 35,225  

     
Pension Benefits    

Postretirement  
Benefits  

     2006     2005     2006     2005  
Fair value of plan assets at beginning of year  $ 48,755  $ 29,813  $ 11,417  $ 8,692  
Actual return on plan assets    6,311     2,704     1,379    677  
Benefits paid 1    (3,958)     (2,679)     (920)    (381)  
Transferred from AT&T Mobility    548     -     -    -  
Transferred from BellSouth    17,628     -     5,269    -  
Transferred from ATTC    -     18,917     -    2,429  
Fair value of plan assets at end of year  $ 69,284  $ 48,755  $ 17,145  $ 11,417  
                         
Funded (unfunded) status at end of year 2  $ 13,335  $ 2,579  $ (26,992)  $ (23,808)  

   1  At our discretion, certain postretirement benefits are paid from AT&T cash accounts and do not reduce Voluntary Employee Beneficiary Association (VEBA) 
assets. Future benefit payments may be made from VEBA trusts and thus reduce those asset balances.  

   2  Funded status is not indicative of our ability to pay ongoing pension benefits nor of our obligation to fund retirement trusts. Required pension funding is 
determined in accordance with ERISA regulations.  
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Effective January 1, 2006, medical coverage for most management participants was amended to provide a high-deductible 
plan. Additionally, effective January 1, 2005, medical coverage for nonmanagement retirees was amended to increase co-
pays and deductibles for prescription drugs and certain medical services.  
   
During 2004, we agreed to new five-year labor agreements for nonmanagement employees. The agreements provided 
that, prior to expiration of the agreement, we would contribute $2,000 to a VEBA trust to partially fund current and future 
retiree health care, $1,000 of which was contributed during 2004.  
   
Amounts recognized on our Consolidated Balance Sheets at December 31 are listed below:  
   

1 Included in “Accounts payable and accrued liabilities.”  
2 Included in “Postemployment benefit obligation.”  
   
As required by FAS 158, we recognized the funded status of defined benefit pension, including supplemental retirement 
and savings plans, and postemployment plans as an asset or liability in our statement of financial position and will 
recognize changes in that funded status in the year in which the changes occur through comprehensive income. This 
standard has no effect on our expense or benefit recognition nor will it affect the funding requirements imposed under 
ERISA. FAS 158 requires prospective application for fiscal years ending after December 15, 2006. At December 31, 
2006, we decreased our net postretirement assets $4,891, increased our postemployment benefits $3,459 and decreased 
our other comprehensive income $4,786 (net of deferred taxes of $3,564). (See Note 1)  
   
Amounts recognized in our accumulated other comprehensive income at December 31 are listed below:  
   

   
The accumulated benefit obligation for our pension plans represents the actuarial present value of benefits based on 
employee service and compensation as of a certain date and does not include an assumption about future compensation 
levels. The accumulated benefit obligation for our pension plans was $53,662 at December 31, 2006, and $44,139 at 
December 31, 2005.  
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Pension Benefits    Postretirement Benefits  

     2006    2005    2006    2005  
Postemployment Benefit  $ 13,335  $ 12,699  $  772  $  -  
Current portion of employee benefit obligation 1    -    -     (973)     (1,505)  
Employee benefit obligation 2    -    (1,548)     (26,791)     (14,953)  
Net amount recognized  $ 13,335  $ 11,151  $  (26,992)  $  (16,458)  

   
   

  
Pension Benefits    Postretirement Benefits  

     2006    2005    2006    2005  
Net loss  $ 4,271  $ -  $  6,124  $  -  
Prior service cost (benefit)    624    -     (2,669)     -  
Total  $ 4,895  $ -  $  3,455  $  -  
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Net Periodic Benefit Cost and Other Amounts Recognized in Other Comprehensive Income  
Our combined net pension and postretirement cost recognized in our Consolidated Statements of Income was $1,635, 
$1,336 and $1,287 for the years ended December 31, 2006, 2005 and 2004. The following table presents the components 
of net periodic benefit obligation cost (gains are denoted with parentheses and losses are not):  
   

   
The estimated net loss and prior service cost for pension benefits that will be amortized from accumulated other 
comprehensive income into net periodic benefit cost over the next fiscal year are $248 and $127, respectively. The 
estimated net loss and prior service benefit for postretirement benefits that will be amortized from accumulated other 
comprehensive income into net periodic benefit cost over the next fiscal year are $293 and $355.  
   
Assumptions  
In determining the projected benefit obligation and the net pension and postemployment benefit cost, we used the 
following significant weighted-average assumptions:  
   

   
Approximately 10% of pension and postretirement costs are capitalized as part of construction labor, providing a small 
reduction in the net expense recorded. While we will continue our cost-cutting efforts, certain factors, such as investment 
returns, depend largely on trends in the U.S. securities markets and the general U.S. economy. In particular, uncertainty in 
the securities markets and U.S. economy could result in investment returns less than those assumed and a decline in the 
value of plan assets used in pension and postretirement calculations, which under GAAP we will recognize over the next 
several years. Should the securities markets decline or medical and prescription drug costs increase at a rate greater than 
assumed, we would expect increasing annual combined net pension and postretirement costs for the next several years. 
Additionally, should actual experience differ from actuarial assumptions, combined net pension and postretirement cost 
would be affected in future years.  
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Pension Benefits  

  Postretirement  
Benefits  

     2006    2005    2004    2006     2005     2004  
Service cost - benefits earned during 

the period  $ 1,050  $ 804  $ 818  $ 435  $ 390  $ 383  
Interest cost on projected benefit 

obligation     2,507    1,725     1,642     1,943     1,496     1,495  
Expected return on plan assets     (3,989)    (2,736)     (2,684)     (935)     (781)     (720)  
Amortization of prior service cost                                     

(benefit) and transition asset     149    186     188     (359)     (344)     (349)  
Recognized actuarial loss     361    156     44     473     440     470  
Net pension and  

postretirement cost 1  $ 78  $ 135  $ 8  $ 1,557  $ 1,201  $ 1,279  
1    During 2006, 2005 and 2004, the Medicare Prescription Drug, Improvement and Modernization Act of 2003 (Medicare Act) reduced  

     postretirement benefit cost by $349, $304 and $255. This effect is included in several line items above.  

   2006  2005  2004  
Discount rate for determining projected benefit obligation at December 31  6.00%  5.75% 6.00% 
Discount rate in effect for determining net cost (benefit) 1  5.75%  6.00% 6.25% 
Long-term rate of return on plan assets  8.50%  8.50% 8.50% 
Composite rate of compensation increase for determining  

projected benefit obligation at December 31  4.00%  4.00% 4.00% 
Composite rate of compensation increase for net pension  

cost (benefit)  4.00%  4.00% 4.25% 
1    Discount rate in effect for determining net cost (benefit) of BellSouth and AT&T Mobility pension and postretirement plans for the two-day  

     period ended December 31, 2006, was 6.00%. The discount rate in effect for determining net cost (benefit) of ATTC pension and postretirement  
     plans for the 43-day period ended December 31, 2005 was 5.75%.  
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Discount Rate Our assumed discount rate of 6.00% at December 31, 2006 reflects the hypothetical rate at which the 
projected benefit obligations could be effectively settled or paid out to participants on that date. We determined our 
discount rate based on a range of factors, including the rates of return on high-quality, fixed-income corporate bonds 
available at the measurement date and the related expected duration for the obligations. For the year ended December 31, 
2006, we increased our discount rate by 0.25%, resulting in a decrease in our pension plan benefit of $1,040 and a 
decrease in our postretirement benefit obligation of $1,030. For the year ended December 31, 2005, we reduced our 
discount rate by 0.25%, resulting in an increase in our pension plan benefit obligation of $609 and an increase in our 
postretirement benefit obligation of $844. Should actual experience differ from actuarial assumptions, the projected 
pension benefit obligation and net pension cost, and accumulated postretirement benefit obligation and postretirement 
benefit cost would be affected in future years.  
   
Expected Long-Term Rate of Return Our expected long-term rate of return on plan assets of 8.50% for 2007 and 2006 
reflects the average rate of earnings expected on the funds invested, or to be invested, to provide for the benefits included 
in the projected benefit obligations. We consider many factors that include, but are not limited to, historical returns on 
plan assets, current market information on long-term returns (e.g., long-term bond rates) and current and target asset 
allocations between asset categories. The target asset allocation is determined based on consultations with external 
investment advisors. This assumption, which is based on our long-term expectations of market returns in future years, is 
one of the most significant of the weighted-average assumptions used to determine our actuarial estimates of pension and 
postretirement benefit expense. If all other factors were to remain unchanged, we expect that a 1% decrease in the 
expected long-term rate of return would cause 2007 combined pension and postretirement cost to increase $802 over 
2006.  
   
Composite Rate of Compensation Increase Our expected composite rate of compensation increase of 4% for 2006 and 
2005 reflects the long-term average rate of salary increases.  
   
Health Care Cost Trend Our health care cost trend assumptions are developed based on historical cost data, the near-term 
outlook and an assessment of likely long-term trends. Additionally, to recognize the disproportionate growth in 
prescription drug costs, we have developed separate trend assumptions for medical and prescription drugs. In addition to 
the health care cost trend, we assume an annual 3% growth in administrative expenses. Due to benefit design changes in 
recent years (e.g. increased co-pays and deductibles for prescription drugs and certain medical services), we continue to 
experience better than expected claims experience. The following table provides our assumed average health care cost 
trend based on the demographics of plan participants.  
   

   
Due to multiple years of better than assumed experience on dental claims, we reduced our assumed annual dental cost 
trend from 5% to 3% in 2007. A one percentage-point change in the assumed combined medical and dental cost trend rate 
would have the following effects:  
   

   
For the majority of our labor contracts that contain an annual dollar value cap for the purpose of determining contributions 
required from nonmanagement retirees who retire during the term of the labor contract, we have waived the cap during 
the relevant contract periods and thus not collected contributions from those retirees, and we have similarly waived the 
cap for nonmanagement retirees who retired prior to inception of the labor contract. Therefore, in accordance with the 
substantive plan provisions required in accounting for postretirement benefits under GAAP, we do not account for the cap 
in the value of our accumulated postretirement benefit obligation (i.e., for GAAP purposes, we assumed the cap would be 
waived for all future contract periods).  
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   2007     2006     
Health care cost trend rate assumed for current year              

Retirees 64 and under  6.43  %  7.00  % 
Retirees 65 and over  7.50  % 8.00  % 

Rate to which the cost trend is assumed to decline  
(the ultimate trend rate)  5.00  % 5.00  % 

Year that rate reaches the ultimate trend rate  2010     2009     

   One Percentage-  
Point Increase  

One Percentage-  
Point Decrease     

Increase (decrease) in total of service and interest cost 
components  $ 351  $ (279)  

Increase (decrease) in accumulated postretirement benefit 
obligation     4,891     (4,040)  
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Plan Assets  
Plan assets consist primarily of private and public equity, government and corporate bonds, and real estate. The asset 
allocations of the pension plans are maintained to meet ERISA requirements. Any plan contributions, as determined by 
ERISA regulations, are made to a pension trust for the benefit of plan participants. We maintain VEBA trusts to partially 
fund postretirement benefits; however, there are no ERISA or regulatory requirements that these postretirement benefit 
plans be funded annually.  
   
The principal investment objectives are: to ensure the availability of funds to pay pension and postretirement benefits as 
they become due under a broad range of future economic scenarios; to maximize long-term investment return with an 
acceptable level of risk based on our pension and postretirement obligations; and to be broadly diversified across and 
within the capital markets to insulate asset values against adverse experience in any one market. Each asset class has a 
broadly diversified style. Substantial biases toward any particular investing style or type of security are sought to be 
avoided by managing the aggregation of all accounts with portfolio benchmarks. Asset and benefit obligation forecasting 
studies are conducted periodically, generally every two to three years, or when significant changes have occurred in 
market conditions, benefits, participant demographics or funded status. Decisions regarding investment policy are made 
with an understanding of the effect of asset allocation on funded status, future contributions and projected expenses. The 
current asset allocation policy is based on our legacy operations, ATTC and BellSouth asset weighted allocation and 
forecasting studies that have been conducted within the last few years for the postretirement benefit plans.  
   
The following table presents the asset targets by asset category and does not reflect updated targets for the December 29, 
2006 acquisition of BellSouth due to the proximity of that transaction to year-end. It is our intention to perform 
forecasting studies during 2007 that will establish appropriate investment strategies for all AT&T plan assets.  
   
The plans’ weighted-average asset target and actual allocations as a percentage of plan assets, including the notional 
exposure of future contracts by asset categories at December 31 are as follows:  
   

   
At December 31, 2006, the pension assets included 4.3 million shares of AT&T common stock with a fair value of $152 
and AT&T bonds with a notional amount of $62 and fair value of $68. As a result of our acquisition of BellSouth, pension 
assets increased by 2.4 million shares of AT&T stock with a fair value of $86 and AT&T bonds with a notional value of 
$16 and fair value of $17. During 2006, the pension plans purchased $19 and sold $19 of AT&T bonds. Additionally, 
during 2006, the pension plan purchased and sold AT&T common stock of $22 and $38, respectively. Pension plan 
holdings in AT&T securities represented 0.3% of total plan assets at December 31, 2006.  
   
At December 31, 2006, the VEBA assets included 1.6 million shares of AT&T common stock with a fair value of $56 and 
AT&T bonds with a notional amount and fair value of $5. As a result of our acquisition of BellSouth, the VEBA assets 
increased by 949,000 shares of AT&T stock with a fair value of $34 and AT&T bonds with a notional and fair value of 
$3. During 2006, the VEBAs purchased $1 of AT&T bonds and $8 of AT&T common stock. VEBA holdings in AT&T 
securities represented 0.4% of total plan assets at December 31, 2006.  
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   Pension Assets     Postretirement (VEBA) Assets  
   Target  2006     2005       Target  2006     2005    
Equity securities                                   
Domestic  35% – 45%  38 % 41 %    45% – 55%  51 % 51 % 
International  15% – 25%  19    17       10% – 20%  22    16    

Debt securities  20% – 30%  26    29       12% – 22%  18    28    
Real estate  5% – 10%  8    6       3% – 9%  2    1    
Other  5% – 10%  9    7       9% – 15%  7    4    
Total     100 % 100 %       100 % 100 % 



Notes to Consolidated Financial Statements, continued  
Dollars in millions except per share amounts  
   

Estimated Future Benefit Payments  
Expected benefit payments are estimated using the same assumptions used in determining our benefit obligation at 
December 31, 2006. Because benefit payments will depend on future employment and compensation levels, average years 
employed and average life spans, among other factors, changes in any of these factors could significantly affect these 
expected amounts. The following table provides expected benefit payments under our pension and postretirement plans:  
   

   
Supplemental Retirement Plans  
We also provide senior- and middle-management employees with nonqualified, unfunded supplemental retirement and 
savings plans. While these plans are unfunded, we have assets in a designated nonbankruptcy remote trust that are used to 
provide for these benefits. These plans include supplemental pension benefits as well as compensation deferral plans, 
some of which include a corresponding match by us based on a percentage of the compensation deferral.  
   
We use the same significant assumptions for the discount rate and composite rate of compensation increase used in 
determining the projected benefit obligation and the net pension and postemployment benefit cost. The following tables 
provide the plans’ benefit obligations and fair value of assets at December 31 and the components of the supplemental 
retirement pension benefit cost. The net amounts recorded as “Other noncurrent liabilities” on our Consolidated Balance 
Sheets at December 31, 2006 and 2005 were $2,470 and $1,381, respectively.  
   
At December 31, 2006 we increased our other noncurrent liabilities $386 ($375 for net losses and $11 for prior service 
costs) and decreased our other comprehensive income $240 (net of deferred taxes of $146) for the adoption of FAS 158 
(see Note 1). Prior to our adoption of FAS 158, at December 31, 2005 we had recorded an additional minimum pension 
liability as a direct charge to equity of $217 (net of deferred taxes of $134), as the accumulated benefit obligation of 
certain plans exceeded the recorded liability.  
   
The following table provides information for our supplemental retirement plans with accumulated benefit obligations in 
excess of plan assets:  
   

   
The following table presents the components of net periodic benefit cost (gains are denoted with parentheses and losses 
are not):  
   

   
Deferred compensation expense was $39 in 2006, $46 in 2005 and $44 in 2004. Our deferred compensation liability, 
included in “Other noncurrent liabilities,” was $996 at December 31, 2006 and $574 at December 31, 2005.  
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     Pension 
Benefits  

   Postretirement 
Benefits  

   Medicare Subsidy 
Receipts  

2007  $ 4,920  $ 2,531  $ (120)  
2008    4,711     2,652     (132)  
2009    4,824     2,768     (143)  
2010    4,840     2,859     (154)  
2011    4,854     2,947     (164)  
Years 2012 – 2016    23,705     15,022     (1,074)  

     2006     2005  
Projected benefit obligation  $ (2,470)  $ (1,800)  
Accumulated benefit obligation    (2,353)     (1,730)  
Fair value of plan assets    -     -  

     2006    2005  
Service cost - benefits earned during the period  $ 15  $ 8  
Interest cost on projected benefit obligation     108     73  
Amortization of prior service cost     4     9  
Recognized actuarial loss     29     23  
Net supplemental retirement pension cost  $ 156  $ 113  
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Non-U.S. Plans  
As part of our ATTC acquisition, we acquired certain non-U.S. operations that have varying types of pension programs 
providing benefits for substantially all of their employees. As described earlier and in accordance with FAS 106, we 
eliminated previously existing unrecognized net gains or losses, unrecognized prior service costs and unrecognized net 
transition obligations. The following table provides the plans’ benefit obligations and fair value of assets and a statement 
of the funded status at December 31.  
   
The net amounts recorded as “Postemployment benefit obligation” on our Consolidated Balance Sheets at December 31, 
2006 and 2005 were $158 and $236, respectively.  
   

       
The following table provides information for certain non-U.S. defined benefit pension plans with accumulated benefit 
obligations in excess of plan assets:  
   

   
We recognized a net loss of $64 in our accumulated other comprehensive income at December 31, 2006. The estimated 
net loss that will be amortized from accumulated other comprehensive income into net periodic benefit cost over the next 
fiscal year is $3.  
   
The following table presents the components of net periodic benefit cost (gains are denoted with parentheses and losses 
are not):  
   

   
The December 31, 2006, benefit obligations were determined using a weighted-average discount rate of 4.86% and a 
weighted-average rate of compensation increase of 4.36%. Net periodic pension cost was $29 for the year ended 
December 31, 2006, and was determined using the following weighted-average assumptions: discount rate of 4.55%, 
compensation increase of 4.25% and expected return on plan assets of 6.09%.  
   
The December 31, 2005, benefit obligations were determined using a weighted-average discount rate of 4.55% and a 
weighted-average rate of compensation increase of 4.25%. Net periodic pension cost was $4 for the 43 days ended 
December 31, 2005, and was determined using the following weighted-average assumptions: discount rate of 4.90%, 
compensation increase of 4.25% and expected return on plan assets of 6.15%.  
   
Contributory Savings Plans  
We maintain contributory savings plans that cover substantially all employees. Under the savings plans, we match in cash 
or company stock a stated percentage of eligible employee contributions, subject to a specified ceiling. There are no debt-
financed shares held by the Employee Stock Ownership Plans, allocated or unallocated.  
   
In December 2006, we completed our acquisition of BellSouth, thereby acquiring AT&T Mobility; and in November 
2005, we acquired ATTC. We currently intend to maintain coverage of employees in savings plans, which provide for a 
match of a percentage of employee contributions up to certain limits.  
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     2006     2005  
Benefit obligations at end of year  $ (1,016)  $ (906)  
Fair value of plan assets    858     650  
(Unfunded) benefit obligation    (158)     (256)  

     2006    2005  
Projected benefit obligation  $ 1,016  $ 906  
Accumulated benefit obligation    874    765  
Fair value of plan assets    858    650  

     2006    2005  
Service cost - benefits earned during the period  $ 27  $ 3  
Interest cost on projected benefit obligation     45     5  
Expected return on assets     (43)     (4)  
Net pension cost  $ 29  $ 4  
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Our match of employee contributions to the savings plans is fulfilled with purchases of our stock on the open market or 
company cash. Benefit cost is based on the cost of shares or units allocated to participating employees’ accounts and was 
$412, $334 and $316 for the years ended December 31, 2006, 2005 and 2004.  

   
NOTE 11. STOCK-BASED COMPENSATION  

   
In September 2005, we adopted FAS 123(R), which is a revision of FAS 123. FAS 123(R) supersedes Accounting 
Principles Board Opinion No. 25, “Accounting for Stock Issued to Employees,” and amends Statement of Financial 
Accounting Standards No. 95, “Statement of Cash Flows” using the modified retrospective method.  
   
By using the modified retrospective method to adopt FAS 123(R), we increased the amount of excess tax benefits we had 
previously recorded on our Consolidated Balance Sheets. Our accounting under FAS 123(R) may affect our ability to 
fully realize the value shown on our balance sheet of deferred tax assets associated with compensation expense. Full 
realization of these deferred tax assets requires stock options to be exercised at a price equaling or exceeding the sum of 
the strike price plus the fair value of the option at the grant date. The provisions of FAS 123(R) do not allow a valuation 
allowance to be recorded unless the company’s future taxable income is expected to be insufficient to recover the asset. 
Accordingly, there can be no assurance that the current stock price of our common shares will rise to levels sufficient to 
realize the entire tax benefit currently reflected in our balance sheet. However, to the extent that additional tax benefits are 
generated in excess of the deferred taxes associated with compensation expense previously recognized, the potential 
future impact on income would be reduced.  
   
In connection with the December 2006 acquisition of BellSouth, all outstanding BellSouth stock-based compensation 
plans were restructured based on the 1.325 per share conversion rate and subsequently issued in AT&T shares of stock or 
stock units. We converted and recorded 83 million stock options.  
   
In connection with the November 2005 acquisition of ATTC, all outstanding ATTC stock-based compensation plans were 
restructured based on the 0.77942 per share conversion rate and the special dividend, and subsequently issued in AT&T 
shares of stock or stock units. We converted and recorded 86 million stock options.  
   
At December 31, 2006, we had various stock-based compensation plans, which are described below. The compensation 
cost recognized for those plans for the years ended December 31 was $293 in 2006, $143 in 2005 and $153 in 2004 and is 
included in “Selling, general and administrative” on our Consolidated Statements of Income. The total income tax benefit 
recognized on the Consolidated Statements of Income for stock-based compensation arrangements for the years ended 
December 31, 2006, 2005 and 2004 was $113, $54 and $58.  
   
Under our various plans, senior and other management and nonmanagement employees and nonemployee directors have 
received stock options, performance stock units and other nonvested stock units. Stock options issued through December 
31, 2006 carry exercise prices equal to the market price of our stock at the date of grant. Beginning in 1994 and ending in 
1999, certain employees of AT&T Teleholdings, Inc. (formerly known as Ameritech) were awarded grants of 
nonqualified stock options with dividend equivalents. During 2006, we amended our stock option plan to vest upon the 
date of grant. Prior to 2006, depending on the grant, stock options could occur up to five years from the date of grant, with 
most options vesting ratably over three years. Performance stock units, which are nonvested stock units, are granted to 
key employees based upon the stock price at the date of grant and are awarded in the form of common stock and cash at 
the end of a three-year period, subject to the achievement of certain performance goals. Other nonvested stock units are 
valued at the market price of our stock at the date of grant and vest over a three- to five-year period. As of December 31, 
2006, we were authorized to issue up to 143 million shares of stock (in addition to shares that may be issued upon 
exercise of outstanding options or upon vesting of performance stock units or other nonvested stock units) to officers, 
employees and directors pursuant to these various plans.  
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The compensation cost that has been charged against income for our stock-based compensation plans is as follows:  
   

   
The estimated fair value of the options when granted is amortized to expense over the options’ vesting or required service 
period. The fair value for these options was estimated at the date of grant based on the expected life of the option and 
historical exercise experience, using a Black-Scholes option pricing model with the following weighted-average 
assumptions:  
   

   
A summary of option activity as of December 31, 2006, and changes during the period then ended, is presented below 
(shares in millions):  

   

   
The weighted-average fair value of each option granted during the year ended December 31 was $4.78 in 2006, $3.39 in 
2005 and $4.06 in 2004. The total intrinsic value of options exercised during the year was $134 in 2006, $24 in 2005 and 
$33 in 2004.  
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     2006     2005     2004  
Performance stock units  $  274  $ 116  $ 65  
Stock option expense     13     19     75  
Other     6     8     13  
Total  $  293  $ 143  $ 153  

     2006     2005  2004  
Risk-free interest rate     4.94%     4.15%  4.21%  
Dividend yield     4.75%     5.38%  5.00%  
Expected volatility factor     21.79%     22.47%  23.78%  
Expected option life in years     8.00     8.00  7.00  

Options  Shares     

Weighted- 
Average 
Exercise 

Price  

Weighted- 
Average 

Remaining 
Contractual 

Term (Years)     

Aggregate 
Intrinsic 
Value 1  

Outstanding at January 1, 2006  277  $  39.74           
Granted  2     28.01           
Converted from BellSouth 2  83     30.40           
Exercised  (24)     24.73           
Forfeited or expired  (29)     42.79           
Outstanding at December 31, 2006  309  $  37.96  2.95  $  941  
Exercisable at December 31, 2006  307  $  38.03  2.90  $  923  

1    Aggregate intrinsic value includes only those options with intrinsic value (options where the exercise price is below the market price).  
2    Options converted from BellSouth used the following weighted-average assumptions: risk-free interest rate of 4.84%, dividend yield of 5.20%,  

    expected volatility factor of 19.05% and had an expected option life of up to 4 years. The weighted-average fair value of each option converted  
    was $2.02.  
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A summary of the status of our nonvested stock units, which includes performance stock units as of December 31, 2006, 
and changes during the period then ended is presented below (shares in millions):  
   

   
As of December 31, 2006, there was $230 of total unrecognized compensation cost related to nonvested stock-based 
compensation arrangements granted. That cost is expected to be recognized over a weighted-average period of 1.79 years. 
The total fair value of shares vested during the years ended December 31, 2006, 2005 and 2004 was $246, $38 and $24.  
   
Cash received from option exercises under all stock-based payment arrangements for the years ended December 31 was 
$614 in 2006, $192 in 2005 and $234 in 2004. The actual tax benefit realized for the tax deductions from option exercises 
from these arrangements for the years ended December 31, 2006, 2005 and 2004 totaled $28, $9 and $12.  
   
It is our policy to satisfy share option exercises using our treasury shares.  
   

NOTE 12. STOCKHOLDERS’ EQUITY  
   

From time to time, we repurchase shares of common stock for distribution through our employee benefit plans or in 
connection with certain acquisitions. In March 2006, the Board of Directors authorized the repurchase of up to 400 
million shares of our common stock. This authorization replaced previous authorizations and will expire on December 31, 
2008. As of December 31, 2006, we had repurchased approximately 84 million shares under the program.  
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Nonvested Stock Units  Shares  

Weighted-Average 
Grant-Date  
Fair Value  

Nonvested at January 1, 2006  15  $  24.91  
Granted  15     25.45  
Converted from BellSouth  6     21.54  
Vested  (10)     25.65  
Forfeited  (1)     25.18  
Nonvested at December 31, 2006  25  $  24.03  
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NOTE 13. ADDITIONAL FINANCIAL INFORMATION  

   

   

   
No customer accounted for more than 10% of consolidated revenues in 2006, 2005 or 2004.  
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         December 31,  
Balance Sheets          2006    2005     
Accounts payable and accrued liabilities:                     

Accounts payable        $ 6,919  $ 4,466     
Accrued rents and other          5,013    1,015     
Advance billing and customer deposits          3,402    1,717     
Accrued payroll          3,111    2,104     
Deferred directory revenue          1,721    1,832     
Current portion of employee benefit obligation          973    1,505     
Compensated future absences          759    875     
Accrued interest          722    473     
Other          2,888    3,101     

Total accounts payable and accrued liabilities        $ 25,508  $ 17,088     
Deferred compensation (included in Other  

noncurrent liabilities)  
   

   $ 2,064  $ 1,127     

                      
Statements of Income     2006    2005    2004     
Advertising expense  $ 1,530  $ 812  $ 862     
Interest expense incurred  $ 1,916  $ 1,492  $ 1,054     
Capitalized interest     (73)    (36)    (31)     
Total interest expense  $ 1,843  $ 1,456  $ 1,023     
                      
Statements of Cash Flows     2006    2005    2004     
Cash paid during the year for:                     

Interest  $ 1,666  $ 1,395  $ 1,043     
Income taxes, net of refunds    2,777    2,038    506     

Statements of Stockholders’  Equity     2006    2005    2004  
Accumulated other comprehensive income is comprised of the  
following components, net of taxes, at December 31:  

      

Foreign currency translation adjustment  $ (488)  $ (505)  $ (555)  
Unrealized gains on securities    345    340    391  
Unrealized (losses) on cash flow hedges    (172)    (191)    (196)  
Defined benefit postretirement plan    (4,999)    -    -  

Accumulated other comprehensive (loss)  $ (5,314)  $ (356)  $ (360)  
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Goodwill and Other Intangible Assets  
   
Changes in the carrying amounts of goodwill for the years ended December 31, 2006 and 2005 are as follows:  
   

   
Goodwill is tested annually for impairment, with any impairments being expensed in that period’s income statement. 
Goodwill recorded in 2005 to our ATTC segment related to our November 2005 acquisition of ATTC was reallocated in 
2006 primarily to our wireline segment and was further reduced in 2006 by $976 upon completion of purchase accounting 
adjustments and by $13 for the tax effect of stock options exercised (see Note 2). Goodwill recorded in 2006 to our 
wireless and other segments primarily relates to our December 2006 acquisition of BellSouth and, as allowed by GAAP, 
is subject to adjustment for one-year as we finalize the valuations of assets acquired and liabilities assumed in that 
transaction. As part of the final valuation we will determine to which entities and to what extent the benefit of the 
acquisition applies, and will record the appropriate goodwill to that entity, which may affect our segment presentation.  
   
Our other intangible assets are summarized as follows:  
   

   
Amortized intangible assets are definite-life assets, and as such, we record amortization expense based on a method that 
most appropriately reflects our expected cash flows from these assets with a weighted-average amortization period of 7.1 
years (7.2 years for customer lists and relationships and 5.8 years for other). Amortization expense for definite-life 
intangible assets was $1,033, $271 and $117 for the years ended December 31, 2006, 2005 and 2004, respectively. 
Amortization expense is estimated to be $5,870 in 2007, $4,190 in 2008, $3,340 in 2009, $2,550 in 2010 and $1,680 in 
2011.  
   
Licenses includes FCC licenses of $33,979 that provide us with the exclusive right to utilize certain radio frequency 
spectrum to provide wireless communications services. While FCC licenses are issued for a fixed time, renewals of FCC 
licenses have occurred routinely and at nominal cost. Moreover, we have determined that there are currently no legal, 
regulatory, contractual, competitive, economic or other factors that limit the useful lives of our FCC licenses and therefore 
treat the FCC licenses as an indefinite-lived intangible asset.  
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Wireline  
Segment     

Wireless  
Segment     

Directory  
Segment     

Other  
Segment     Total  

                                 
Balance as of January 1, 2005  $  724   $  -  $  8  $  893  $  1,625  
Goodwill acquired     12,071     -     -     370     12,441  
Goodwill written off related to sale                                
of business unit     -     -     -     (11)     (11)  

Balance as of December 31, 2005     12,795     -     8     1,252     14,055  
Goodwill acquired     197     27,429     128     26,606     54,360  
Goodwill adjustment related to 
ATTC  

                              
acquisition     (989)     -     -     -     (989)  

Other     -     155     -     76     231  
Balance as of December 31, 2006  $  12,003  $  27,584  $  136  $  27,934  $  67,657  

   December 31, 2006     December 31, 2005  

Other Intangible Assets  
Gross Carrying 

Amount  
Accumulated 
Amortization  

   Gross Carrying 
Amount  

Accumulated 
Amortization  

Amortized intangible assets:                             
Customer lists and relationships:                             

AT&T Mobility  $  9,530  $  1,948     $  -  $  -  
BellSouth     9,230     -        -     -  
ATTC     3,050     1,082        3,050     184  
Other     395     253        380     213  

Subtotal     22,205     3,283        3,430     397  
Other     1,973     714        1,100     589  

Total  $  24,178  $  3,997     $  4,530  $  986  
                              
Indefinite life intangible assets not subject 
to amortization:  

                           

Licenses  $  34,252           $  59        
Trade name     5,307              4,900        

Total  $  39,559           $  4,959        
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NOTE 14. TRANSACTIONS WITH AT&T MOBILITY  
   

Prior to our December 29, 2006 acquisition of BellSouth (see Note 2), we and BellSouth, the two owners of AT&T 
Mobility, each made a subordinated loan to AT&T Mobility (shareholder loans). Our shareholder loan to AT&T Mobility 
totaled $4,108 at December 31, 2005. This loan carried an annual 6.0% interest rate. We and BellSouth also entered into a 
revolving credit agreement with AT&T Mobility to provide short-term financing for operations. Our share of advances to 
AT&T Mobility under the revolving credit agreement was $307 at December 31, 2005, and is reflected in “ Investments in 
and Advances to AT&T Mobility” on our Consolidated Balance Sheet. During 2005, AT&T Mobility repaid $1,747 to 
reduce the balance of its shareholder loan in accordance with the terms of the revolving credit agreement. Following the 
BellSouth acquisition, mentioned above, both our shareholder loan and our revolving credit agreement with AT&T 
Mobility were consolidated and do not appear on our Consolidated Balance Sheet at December 31, 2006. We earned 
interest income on our shareholder loan of $246 during 2006, $311 in 2005 and $354 in 2004.  
   
Prior to our December 29, 2006 acquisition of BellSouth, we generated revenues of $1,466 in 2006, $869 in 2005 and 
$602 in 2004 for services sold to AT&T Mobility. These revenues were primarily from access and long-distance services 
sold to AT&T Mobility on a wholesale basis and commissions revenue related to customers added through AT&T sales 
sources. The offsetting expense amounts were recorded by AT&T Mobility, and 60% of these expenses were included in 
our “Equity in net income of affiliates” line on our Consolidated Statements of Income when we reported our 60% 
proportionate share of AT&T Mobility’s results.  
   

NOTE 15. DISCONTINUED OPERATIONS  
   

In September 2004, we sold our interest in the directory advertising business in Illinois and northwest Indiana to 
Donnelley and received net proceeds of $1,397. As part of this transaction we recorded a gain of $1,357 ($827 net of tax) 
in our 2004 results.  
   
In accordance with Statement of Financial Accounting Standards No. 144, “Accounting for Impairment or Disposal of 
Long-Lived Assets,” we have reclassified the results from our directory advertising business in Illinois and northwest 
Indiana as discontinued operations, restating previously reported results to reflect the reclassification on a comparable 
basis. The operational results and the gain associated with the sale of this business are presented in the “Income From 
Discontinued Operations, net of tax” line item on our Consolidated Statements of Income. Prior to the reclassification, 
these results were reported in our directory segment.  
   
Summarized financial information for the Illinois and northwest Indiana directory advertising business is as follows:  
   

   
The assets and liabilities of the discontinued operations were $0 as of December 31, 2006 and 2005.  
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Year ended December 31,     2006     2005     2004  
                     
Operating revenues  $  -  $  -  $  311  
Operating income     -     -     132  
Income taxes     -     -     51  
Net income from operations     -     -     81  
Gain on disposal, net of tax     -     -     827  
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NOTE 16. CONTINGENT LIABILITIES  

   
In addition to issues specifically discussed elsewhere, we are party to numerous lawsuits, regulatory proceedings and 
other matters arising in the ordinary course of business. In accordance with Statement of Financial Accounting Standards 
No. 5, “Accounting for Contingencies,” in evaluating these matters on an ongoing basis, we take into account amounts 
already accrued on the balance sheet. In our opinion, although the outcomes of these proceedings are uncertain, they 
should not have a material adverse effect on our financial position, results of operations or cash flows.  
   
We have contractual obligations to purchase certain goods or services from various other parties. Our purchase 
obligations are expected to be approximately $2,564 in 2007, $2,100 in total for 2008 and 2009, $802 in total for 2010 
and 2011 and $331 in total for years thereafter.  
   

NOTE 17. SUBSEQUENT EVENT  
   
As part of the dissolution of AT&T Mobility’s joint venture agreement with T-Mobile USA (T-Mobile), both parties were 
required to exchange certain spectrum licenses and we committed to purchase a minimum number of minutes on T-
Mobile’s California/Nevada and New York networks during a specified transition period. In January 2007, we received 
10 MHz of spectrum in the New York market; T-Mobile received 5 MHz of spectrum in each of nine markets in 
California, the largest of which is San Diego. T-Mobile also notified us of its intent to exercise its option to purchase an 
additional 10 MHz of spectrum in the San Diego market, with the transaction closing expected during the second quarter 
of 2007. Concurrent with T-Mobile’s notification to purchase the San Diego spectrum, T-Mobile communicated to us that 
it will not exercise its option to purchase 10 MHz of spectrum in the Los Angeles market.  
   
We expect to record a net gain in connection on these transactions, estimated to be between $150 to $250 net of tax, 
principally due to the value of the New York spectrum received. The gain is net of $55 of costs previously deferred, 
which related to parts of the dissolution transaction completed in prior periods. This gain is subject to valuation revisions 
of the assets exchanged and the resolution of remaining business matters governed by the dissolution agreement.  
   

81  



Notes to Consolidated Financial Statements, continued  
Dollars in millions except per share amounts  
   
NOTE 18. SUBSIDIARY FINANCIAL INFORMATION  

   
We have fully and unconditionally guaranteed a 2006 debt issuance of BellSouth, which is a wholly-owned subsidiary of 
AT&T as of December 29, 2006. (See Note 2)  
   
In accordance with Securities and Exchange Commission (SEC) rules, we are providing the following condensed 
consolidating financial information. The Parent column presents investments in all subsidiaries under the equity method 
of accounting. We have listed BellSouth separately because we have guaranteed securities that are legal obligations of 
BellSouth that would otherwise require SEC periodic reporting for 2006. In the following Condensed Consolidating 
Statements of Income and the Condensed Consolidating Statements of Cash Flows, the BellSouth column represents 
100% of the results from BellSouth for the two days following the December 29, 2006 acquisition. All other wholly-
owned subsidiaries are presented in the Other column. The consolidating adjustments column (Adjs.) eliminates the 
intercompany balances and transactions between our subsidiaries.  
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Condensed Consolidating Statements of Income  
For the Twelve Months Ended December 31, 2006  
                     
   Parent  BellSouth  Other  Adjs.  Total     
Total operating revenues  $ -  $ 113  $ 71,845  $ (8,903)  $ 63,055     
Total operating expenses    (184)    82    61,772    (8,903)    52,767     
Operating Income    184    31    10,073    -    10,288     
Interest expense    1,019    6    3,521    (2,703)    1,843     
Equity in net income of affiliates    5,874    4    2,511    (6,346)    2,043     
Other income (expense) – net    2,926    3    (253)    (2,283)    393     
Income Before Income Taxes    7,965    32    8,810    (5,926)    10,881     
Income taxes    609    10    2,906    -    3,525     
Net Income  $ 7,356  $ 22  $ 5,904  $ (5,926)  $ 7,356     
   
Condensed Consolidating Statements of Income  
For the Twelve Months Ended December 31, 2005  
                     
   Parent  BellSouth  Other  Adjs.  Total     
Total operating revenues  $ -  $ -  $ 49,563  $ (5,799)  $ 43,764     
Total operating expenses    (142)    -    43,537    (5,799)    37,596     
Operating Income    142    -    6,026    -    6,168     
Interest expense    868    -    2,590    (2,002)    1,456     
Equity in net income of affiliates    2,634    -    711    (2,736)    609     
Other income (expense) – net    2,407    -    (81)    (1,929)    397     
Income Before Income Taxes    4,315    -    4,066    (2,663)    5,718     
Income taxes    (471)    -    1,403    -    932     
Net Income  $ 4,786  $ -  $ 2,663  $ (2,663)  $ 4,786     
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Condensed Consolidating Statements of Income  
For the Twelve Months Ended December 31, 2004  
                     
   Parent  BellSouth  Other  Adjs.  Total     
Total operating revenues  $ -  $ -  $ 45,650  $ (4,917)  $ 40,733     
Total operating expenses    (182)    -    39,931    (4,917)    34,832     
Operating Income    182    -    5,719    -    5,901     
Interest expense    417    -    1,255    (649)    1,023     
Equity in net income of affiliates    5,035    -    1,714    (5,876)    873     
Other income (expense) – net    1,039    -    183    192    1,414     
Income Before Income Taxes    5,839    -    6,361    (5,035)    7,165     
Income taxes    (48)    -    2,234    -    2,186     
Income from Continuing Operations    5,887    -    4,127     (5,035)     4,979     
Income from Discontinued  

Operations, net of tax  
  

-    -    908     -     908     
Net Income  $ 5,887  $ -  $ 5,035  $ (5,035)  $ 5,887     

Condensed Consolidating Balance Sheets    
December 31, 2006    
   Parent  BellSouth  Other  Adjs.     Total  
Cash and cash equivalents  $  225  $ 408  $ 1,785  $ -  $ 2,418  
Accounts receivable – net    47,544    3,602    39,841    (74,793)      16,194  
Other current assets    406    887    5,666    (18)      6,941  
Total current assets    48,175    4,897    47,292    (74,811)      25,553  
Property, plant and equipment – Net    191    18,498    75,907    -       94,596  
Goodwill    349    26,467    40,841    -       67,657  
Intangible Assets – Net    -    10,085    49,655    -       59,740  
Investments in Equity Affiliates    109,916    32,824    45,072    (185,817)      1,995  
Other Assets    1,591    13,592    16,006    (10,096)      21,093  
Total Assets  $  160,222  $ 106,363  $ 274,773 $ (270,724) $ 270,634  

                        
Debt maturing within one year  $  25,614  $ 2,770  $ 51,718  $ (70,369) $ 9,733  
Other current liabilities    3,227    4,043    30,247    (6,768)      30,749  
Total current liabilities    28,841    6,813    81,965    (77,137)      40,482  
Long-term debt    14,264    14,103    28,994    (7,298)      50,063  
Other noncurrent liabilities    1,577    18,627    44,461    (116)      64,549  
Total stockholders’ equity    115,540    66,820    119,353   (186,173)      115,540  
Total Liabilities and Stockholders’  Equity  $  160,222  $ 106,363  $ 274,773 $ (270,724) $ 270,634  
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Condensed Consolidating Balance Sheets     
December 31, 2005     
   Parent  BellSouth  Other  Adjs.    Total  
Cash and cash equivalents  $  220  $ -  $ 1,004  $ -  $ 1,224  
Accounts receivable – net    45,076    -    34,475    (70,200)     9,351  
Other current assets    341    -    3,738    -      4,079  
Total current assets    45,637    -    39,217    (70,200)     14,654  
Property, plant and equipment – Net    129    -    58,598    -      58,727  
Goodwill    349    -    13,706    -      14,055  
Intangible Assets – Net    15    -    8,488    -      8,503  
Investments in Equity Affiliates    43,115    -    14,214    (55,298)     2,031  
Investments in and Advances to AT&T 

Mobility  
  

4,415     -     48,581     (21,592)     31,404  
Other Assets    2,365    -    15,173    (1,280)     16,258  
Total Assets  $  96,025  $ -  $ 197,977  $ (148,370) $ 145,632  

                        
Debt maturing within one year  $  22,397  $ -  $ 69,742  $ (87,684) $ 4,455  
Other current liabilities    3,171    -    23,512    (5,720)     20,963  
Total current liabilities    25,568    -    93,254    (93,404)     25,418  
Long-term debt    13,841    -    12,863    (589)     26,115  
Other noncurrent liabilities    1,926    -    36,248    1,235      39,409  
Total stockholders’ equity    54,690    -    55,612    (55,612)     54,690  
Total Liabilities and Stockholders’  Equity  $  96,025  $ -  $ 197,977  $ (148,370) $ 145,632  
   
Condensed Consolidating Statements of Cash Flows     

Twelve Months Ended December 31, 2006     
      
   Parent  BellSouth Other  Adjs.    Total     
Net cash from operating activities  $ 5,017  $ 22  $ 7,104  $ 3,472    $ 15,615     
Net cash from investing activities    (1,435)    386    (7,244)   -      (8,293)     
Net cash from financing activities    (3,577)    -    921    (3,472)     (6,128)     
Net Increase in Cash  $ 5  $ 408  $ 781  $ -    $ 1,194     
   
Condensed Consolidating Statements of Cash Flows     

Twelve Months Ended December 31, 2005     
   Parent  BellSouth Other  Adjs.    Total     
Net cash from operating activities  $ 4,969  $ -  $ 10,567  $ (2,562)   $ 12,974     
Net cash from investing activities    2,849    -    (3,823)   -      (974)     
Net cash from financing activities    (8,227)    -    (5,561)   2,562      (11,226)     
Net increase (decrease) in cash from continuing 

operations  
  

(409)    -     1,183     -       774     
Net increase (decrease) in cash from discontinued 

operations  
  

-    -     (310)    -       (310)     
Net Increase (Decrease) in Cash  $ (409)  $ -  $ 873  $ -    $ 464     
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NOTE 19. QUARTERLY FINANCIAL INFORMATION (UNAUDITED )  
   

The following table represents our quarterly financial results:  
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Condensed Consolidating Statements of Cash Flows  
Twelve Months Ended December 31, 2004  
   
   Parent  BellSouth Other  Adjs.    Total     
Net cash from operating activities  $ (14,941)  $ -  $ 1,830  $ 24,061    $ 10,950     
Net cash from investing activities    (407)    -    (20,340)    -      (20,747)     
Net cash from financing activities    11,367    -    17,304    (24,061)      4,610     
Net increase (decrease) in cash from continuing 

operations  
  

(3,981)    -    (1,206)    -       (5,187)     
Net increase in cash from discontinued operations    -    -    1,141    -       1,141     
Net Increase (Decrease) in Cash  $ (3,981)  $ -  $ (65)  $ -    $ (4,046)     

                              Stock Price  
     Total              Basic    Diluted             

Calendar    Operating    Operating    Net    Earnings    Earnings             
Quarter    Revenues    Income    Income    Per Share 1   Per Share 1    High  Low  Close  

2006                                              
First  $ 15,756  $ 2,191  $ 1,445  $ 0.37  $ 0.37  $ 28.82  $ 24.24  $ 27.04  
Second    15,770    2,604    1,808    0.47    0.46    28.03    24.72    27.89  
Third    15,638    2,917    2,165    0.56    0.56    33.76    26.35    32.56  
Fourth    15,891    2,576    1,938    0.50    0.50    36.21    31.57    35.75  
Annual  $ 63,055  $ 10,288  $ 7,356  1.89    1.89                 
                                              
2005                                             
First  $ 10,234  $ 1,556  $ 885  $ 0.27  $ 0.27  $ 25.98  $ 22.99  $ 23.69  
Second    10,317    1,518    1,000    0.30    0.30    24.33    22.78    23.75  
Third    10,304    1,962    1,246    0.38    0.38    24.97    23.20    23.97  
Fourth    12,909    1,132    1,655    0.46    0.46    25.60    21.75    24.49  
Annual  $ 43,764  $ 6,168  $ 4,786  1.42    1.42                 

   1  Quarterly earnings per share impacts may not add to full-year earnings per share impacts due to the difference in weighted-average shares for the quarters 
versus the weighted-average shares for the year.  



 
 

Report of Management  
   
The consolidated financial statements have been prepared in conformity with U.S. generally accepted accounting principles. 
The integrity and objectivity of the data in these financial statements, including estimates and judgments relating to matters not 
concluded by year-end, are the responsibility of management, as is all other information included in the Annual Report, unless 
otherwise indicated.  
   
The financial statements of AT&T Inc. (AT&T) have been audited by Ernst & Young LLP, Independent Registered Public 
Accounting Firm. Management has made available to Ernst & Young LLP all of AT&T’s financial records and related data, as 
well as the minutes of stockholders’ and directors’ meetings. Furthermore, management believes that all representations made 
to Ernst & Young LLP during its audit were valid and appropriate.  
   
Management maintains disclosure controls and procedures that are designed to ensure that information required to be disclosed 
by AT&T is recorded, processed, summarized, accumulated and communicated to its management, including its principal 
executive and principal financial officers, to allow timely decisions regarding required disclosure, and reported within the time 
periods specified by the Securities and Exchange Commission’s rules and forms.  
   
Management also seeks to ensure the objectivity and integrity of its financial data by the careful selection of its managers, by 
organizational arrangements that provide an appropriate division of responsibility and by communication programs aimed at 
ensuring that its policies, standards and managerial authorities are understood throughout the organization.  
   
The Audit Committee of the Board of Directors meets periodically with management, the internal auditors and the independent 
auditors to review the manner in which they are performing their respective responsibilities and to discuss auditing, internal 
accounting controls and financial reporting matters. Both the internal auditors and the independent auditors periodically meet 
alone with the Audit Committee and have access to the Audit Committee at any time.  
   
Assessment of Internal Control  
The management of AT&T is responsible for establishing and maintaining adequate internal control over financial reporting, 
as defined in Rule 13a-15(f) or 15d-15(f) under the Securities Exchange Act of 1934. AT&T’s internal control system was 
designed to provide reasonable assurance to the company’s management and Board of Directors regarding the preparation and 
fair presentation of published financial statements.  
   
AT&T management assessed the effectiveness of the company’s internal control over financial reporting as of December 31, 
2006. In making this assessment, it used the criteria set forth by the Committee of Sponsoring Organizations of the Treadway 
Commission (COSO) in Internal Control – Integrated Framework . We have excluded from the scope of our assessment of 
internal control over financial reporting the operations and related assets of BellSouth and AT&T Mobility, which we acquired 
on December 29, 2006. At December 31, 2006 and for the period from December 29 through December 31, 2006, total assets 
and total revenues subject to BellSouth’s internal control over financial reporting represented 27% and 0.2% of AT&T’s 
consolidated total assets and total revenues as of and for the year ended December 31, 2006 and total assets and total revenues 
subject to AT&T Mobility’s internal control over financial reporting represented 36% and 0.3% of AT&T’s consolidated total 
assets and total revenues as of and for the year ended December 31, 2006. Based on its assessment, AT&T management 
believes that, as of December 31, 2006, the Company’s internal control over financial reporting is effective based on those 
criteria.  
   
Ernst & Young LLP, an independent registered public accounting firm, has issued an attestation report on management’s 
assessment of the company’s internal control over financial reporting. The attestation report is included on Page 88.  
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/s/ Edward E. Whitacre Jr.  /s/ Rick Lindner  
Edward E. Whitacre Jr.  Richard G. Lindner  
Chairman of the Board and  Senior Executive Vice President and  
Chief Executive Officer  Chief Financial Officer  



 
 

Report of Independent Registered Public Accounting Firm  
   
   
The Board of Directors and Stockholders  
AT&T Inc.  
   
We have audited the accompanying consolidated balance sheets of AT&T Inc. (the Company) as of December 31, 2006 and 
2005, and the related consolidated statements of income, stockholders’ equity, and cash flows for each of the three years in the 
period ended December 31, 2006. 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 in accordance with the standards of the Public Company Accounting Oversight Board (United 
States). Those standards 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 supporting the amounts 
and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits 
provide a reasonable basis for our opinion.  
   
In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial 
position of the Company at December 31, 2006 and 2005, and the consolidated results of its operations and its cash flows for 
each of the three years in the period ended December 31, 2006, in conformity with U.S. generally accepted accounting 
principles.  
   
As discussed in Note 1 to the financial statements, in 2006 the Company changed its method of accounting for pension and 
other post-retirement benefits.  
   
We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), 
the effectiveness of the Company’s internal control over financial reporting as of December 31, 2006, based on criteria 
established in Internal Control – Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway 
Commission and our report dated February 15, 2007, expressed an unqualified opinion thereon.  
   
   
/s/ Ernst & Young LLP    
San Antonio, Texas  
February 15, 2007  
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Report of Independent Registered Public Accounting Firm on Internal Control over Financial Reporting  
   

The Board of Directors and Stockholders  
AT&T Inc.  
   
We have audited management’s assessment as described in the “Assessment of Internal Control,” included in the 
accompanying Report of Management, that AT&T Inc. (the Company) maintained effective internal control over financial 
reporting as of December 31, 2006, based on criteria established in Internal Control – Integrated Framework issued by the 
Committee of Sponsoring Organizations of the Treadway Commission (the COSO criteria). The Company’s management is 
responsible for maintaining effective internal control over financial reporting and for its assessment of the effectiveness of 
internal control over financial reporting. Our responsibility is to express an opinion on management’s assessment and an 
opinion on the effectiveness of the Company’s internal control over financial reporting based on our audit.  
   
We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). 
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal 
control over financial reporting was maintained in all material respects. Our audit included obtaining an understanding of 
internal control over financial reporting, evaluating management’s assessment, testing and evaluating the design and operating 
effectiveness of internal control, and performing such other procedures as we considered necessary in the circumstances. We 
believe that our audit provides a reasonable basis for our opinion.  
   
A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles. A company’s internal control over financial reporting includes those policies and procedures 
that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and 
dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to 
permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and 
expenditures of the company are being made only in accordance with authorizations of management and directors of the 
company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or 
disposition of the company’s assets that could have a material effect on the financial statements.  
   
Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, 
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate 
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.  
   
As indicated in the accompanying “Assessment of Internal Control,” management’s assessment of and conclusion on the 
effectiveness of internal control over financial reporting did not include the internal controls of BellSouth Corporation 
(BellSouth) or AT&T Mobility LLC (formerly Cingular Wireless LLC), which were acquired on December 29, 2006, and are 
included in the 2006 consolidated financial statements of the Company. At December 31, 2006, and for the period from 
December 29 through December 31, 2006, total assets and total revenues subject to BellSouth’s internal control over financial 
reporting represented 27% and 0.2% of the Company’s consolidated total assets and total revenues as of and for the year ended 
December 31, 2006, and total assets and total revenues subject to AT&T Mobility LLC’s internal control over financial 
reporting represented 36% and 0.3% of the Company’s consolidated total assets and total revenues as of and for the year ended 
December 31, 2006. Our audit of internal control over financial reporting of the Company also did not include an evaluation of 
the internal control over financial reporting of BellSouth or AT&T Mobility LLC.  
   
In our opinion, management’s assessment that the Company maintained effective internal control over financial reporting as of 
December 31, 2006, is fairly stated, in all material respects, based on the COSO criteria. Also, in our opinion, the Company 
maintained, in all material respects, effective internal control over financial reporting as of December 31, 2006, based on the 
COSO criteria.  
   
We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), 
the consolidated balance sheets of the Company as of December 31, 2006 and 2005, and the related consolidated statements of 
income, stockholders’ equity, and cash flows for each of the three years in the period ended December 31, 2006, of the 
Company and our report dated February 15, 2007, expressed an unqualified opinion thereon.  
   
/s/ Ernst & Young LLP    
San Antonio, Texas  
February 15, 2007  
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PRINCIPAL SUBSIDIARIES OF  
 

AT&T INC., AS OF DECEMBER 31, 2006  
   

Legal Name  
   

State of Incorporation/Formation  
   

Conducts Business Under  
   

Illinois Bell Telephone  
Company  

Illinois  AT&T Illinois;  
AT&T Wholesale  

Indiana Bell Telephone  
Company, Incorporated  

Indiana  AT&T Indiana;  
AT&T Wholesale  

Michigan Bell  
Telephone Company  

Michigan  AT&T Michigan;  
AT&T Wholesale  

Nevada Bell  
Telephone Company  

Nevada  AT&T Nevada;  
AT&T Wholesale  

Pacific Bell  
Telephone Company  

California  AT&T California;  
AT&T Wholesale  

AT&T International, Inc.  Delaware  AT&T International  

SBC Internet Services, Inc.  California  AT&T Internet Services;  
AT&T Entertainment Services  

SBC Long Distance, LLC  Delaware  AT&T Long Distance  

AT&T Teleholdings, Inc  Delaware  AT&T Midwest;  
AT&T West;  
AT&T East  
   

Southwestern Bell  
Telephone, L.P.  

Texas  AT&T Arkansas; AT&T 
Kansas;  
AT&T Missouri; AT&T 
Oklahoma;  
AT&T Texas; AT&T 
Southwest;  
AT&T Wholesale  
   

Southwestern Bell  
Yellow Pages, Inc.  

Missouri  AT&T Advertising & Publishing  

   
Sterling Commerce, Inc.  

   
Delaware  

   
same  

The Ohio Bell  
Telephone Company  

Ohio  AT&T Ohio;  
AT&T Wholesale  

The Southern New  
England Telephone Company  

Connecticut  AT&T Connecticut;  
AT&T Woodbury  

The Woodbury  
Telephone Company  

Connecticut  AT&T Woodbury  

Wisconsin Bell, Inc.  Wisconsin  AT&T Wisconsin;  
AT&T Wholesale  
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Legal Name  
   

State of Incorporation/Formation  
   

Conducts Business Under  
   

AT&T Corp.  New York  AT&T Corp; AT&T;  
Conference Operator-AT&T;  
Connect N'Save; ACC Business;  
AT&T Worldnet Services; AT&T  
Worldnet; AT&T Wholesale, Lucky  
Dog Phone Co., SmarTalk; GTI;  
prepaidserviceguide.com;  
ConQuest; CQTalk!;  
UnispeakSM Service;  
AT&T Wholesale  
   

AT&T Communications of 
California, Inc.  

California  same  

AT&T Communications of the 
Mountain States, Inc.  

Colorado  Conquest, SmarTalk  

AT&T Communications of NJ, 
LP  
   

Delaware  
   

same  
   

   
AT&T Communications of 
New York, Inc.  

New York  
   

same  
   

AT&T Communications of 
Illinois, Inc.  
   

Illinois  
   

same  
   

AT&T Communications of the 
Southern States, LLC  
   
   

Delaware  
   
   
   

   
   
ACC Business; SmarTalk;  
prepaidserviceguide.com;  
GTI; AT&T; Conquest; CQTalk!,  
Lucky Dog Phone Co.  
   

Teleport Communications New 
York  New York  same  

BellSouth Corporation  Georgia  AT&T South  
   
BellSouth Telecommunications, 
Inc.  

   
Georgia  

   
AT&T Southeast  
AT&T Alabama  
AT&T Florida  
AT&T Georgia  
AT&T Louisiana  
AT&T Kentucky  
AT&T Mississippi  
AT&T North Carolina  
AT&T South Carolina  
AT&T Tennessee  
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Legal Name  State of Incorporation/Formation  Conducts Business Under  

   
AT&T Mobility LLC  Delaware  Cingular Wireless; AT&T Mobility  

Cingular Wireless II, LLC  Delaware  Cingular Wireless; AT&T Mobility  

New Cingular Wireless 
Services, Inc.  Delaware  Cingular Wireless; AT&T Mobility  



Consent of Independent Registered Public Accounting Firm  
   

We consent to the incorporation by reference in this Annual Report (Form 10-K) of AT&T Inc. (AT&T) of our 
reports dated February 15, 2007, with respect to the consolidated financial statements of AT&T, AT&T 
management's assessment of the effectiveness of internal control over financial reporting, and the effectiveness 
of internal control over financial reporting of AT&T, included in the 2006 Annual Report to Stockholders of 
AT&T.  
   
Our audits also included the financial statement schedules of AT&T listed in Item 15(a). These schedules are 
the responsibility of AT&T's management. Our responsibility is to express an opinion based on our audits. In 
our opinion, as to which the date is February 23, 2007, the financial statement schedules referred to above, 
when considered in relation to the basic financial statements taken as a whole, present fairly in all material 
respects the information set forth therein.  
   
We consent to the incorporation by reference in the following Registration Statements:  
   

   
of our reports dated February 15, 2007, with respect to the consolidated financial statements of AT&T, AT&T 
management’s assessment of the effectiveness of internal control over financial reporting and the effectiveness 
of internal control over financial reporting of AT&T, incorporated herein by reference, and our report included 
in the preceding paragraph with respect to the financial statement schedules of AT&T included in this Annual 
Report (Form 10-K) of AT&T.  
   
   
/s/ Ernst & Young LLP  
San Antonio, Texas  
February 23, 2007  
   
   

(1)  Registration Statement (Form S-8 No. 333-111026) pertaining to the AT&T Savings Plan and other 
certain plans,  

(2)  Registration Statement (Form S-8 No. 333-34062) pertaining to the Stock Savings Plan,  
(3)  Registration Statement (Form S-8 No. 333-95887) pertaining to the 1995 Management Stock Option 

Plan,  
(4)  Registration Statements (Form S-8 No. 333-30669 (1996 Plan only) and 333-54398) pertaining to the 

1996 Stock and Incentive Plan and the 2001 Incentive Plan,  
(5)  Registration Statement (Form S-8 No. 333-120894) pertaining to the AT&T Stock Purchase and 

Deferral Plan and Cash Deferral Plan,  
(6)  Registration Statement (Form S-8 No. 333-99359) pertaining to the AT&T PAYSOP, Pacific Telesis 

Group Employee Stock Ownership Plan, and Tax Reduction Act Stock Ownership Plan,  
(7)  Registration Statement (Form S-8 No. 333-129814) pertaining to the AT&T Savings Plan and other 

certain plans,  
(8)  Registration Statement (Form S-3 No. 333-118476) of AT&T and the related Prospectuses,  
(9)  Registration Statement (Form S-8 No. 120765) pertaining to the AT&T Cash Deferral Plan and AT&T 

Stock Purchase and Deferral Plan,  
(10)  Registration Statement (Form S-8 No. 333-135517) pertaining to the 2006 Incentive Plan, and  
(11)  Registration Statement (Form S-8 No. 333-139749) pertaining to the BellSouth Retirement Savings 

Plan and other certain BellSouth plans;  
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POWER OF ATTORNEY  
   

KNOW ALL MEN BY THESE PRESENTS:  
   

THAT, WHEREAS, AT&T INC., a Delaware corporation, hereinafter referred to as the 
"Corporation," proposes to file with the Securities and Exchange Commission, under the provisions of the 
Securities Exchange Act of 1934, as amended, an annual report on Form 10-K; and  
   

WHEREAS, the undersigned is an officer and a director of the Corporation;  
   

NOW, THEREFORE, the undersigned hereby constitutes and appoints James D. Ellis, Jon P. 
Klug, Richard G. Lindner, John J. Stephens, or any one of them, all of the City of San Antonio and State of 
Texas, his attorneys for him and in his name, place and stead, and in each of his offices and capacities in the 
Corporation, to execute and file such annual report, and thereafter to execute and file any amendment or 
amendments thereto, hereby giving and granting to said attorneys full power and authority to do and perform 
each and every act and thing whatsoever requisite and necessary to be done in and concerning the premises, as 
fully to all intents and purposes as the undersigned might or could do if personally present at the doing thereof, 
hereby ratifying and confirming all that said attorneys may or shall lawfully do, or cause to be done, by virtue 
hereof.  
   

IN WITNESS WHEREOF, the undersigned executed this Power of Attorney the 26 day of 
January 2007.  
   
   
   
/s/ Edward E. Whitacre, Jr.  
Edward E. Whitacre, Jr.  
Chairman of the Board, Director  
and Chief Executive Officer  
   
   



Exhibit 24 
   

POWER OF ATTORNEY  
   

KNOW ALL MEN BY THESE PRESENTS:  
   

THAT, WHEREAS, AT&T INC., a Delaware corporation, hereinafter referred to as the 
"Corporation," proposes to file with the Securities and Exchange Commission, under the provisions of the 
Securities Exchange Act of 1934, as amended, an annual report on Form 10-K; and  
   

WHEREAS, the undersigned is a director of the Corporation;  
   

NOW, THEREFORE, the undersigned hereby constitutes and appoints Edward E. Whitacre, 
Jr., James D. Ellis, Jon P. Klug, Richard G. Lindner, John J. Stephens, or any one of them, all of the City of San 
Antonio and State of Texas, the attorneys for the undersigned and in the undersigned’s name, place and stead, 
and in the undersigned’s office and capacity in the Corporation, to execute and file such annual report, and 
thereafter to execute and file any amendment or amendments thereto, hereby giving and granting to said 
attorneys full power and authority to do and perform each and every act and thing whatsoever requisite and 
necessary to be done in and concerning the premises, as fully to all intents and purposes as the undersigned 
might or could do if personally present at the doing thereof, hereby ratifying and confirming all that said 
attorneys may or shall lawfully do, or cause to be done, by virtue hereof.  
   

IN WITNESS WHEREOF, the undersigned executed this Power of Attorney the 26 day of 
January 2007.  
   
   
   
/s/ Gilbert F. Amelio  

   
   

Gilbert F. Amelio  
Director  
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POWER OF ATTORNEY  
   

KNOW ALL MEN BY THESE PRESENTS:  
   

THAT, WHEREAS, AT&T INC., a Delaware corporation, hereinafter referred to as the 
"Corporation," proposes to file with the Securities and Exchange Commission, under the provisions of the 
Securities Exchange Act of 1934, as amended, an annual report on Form 10-K; and  
   

WHEREAS, the undersigned is a director of the Corporation;  
   

NOW, THEREFORE, the undersigned hereby constitutes and appoints Edward E. Whitacre, 
Jr., James D. Ellis, Jon P. Klug, Richard G. Lindner, John J. Stephens, or any one of them, all of the City of San 
Antonio and State of Texas, the attorneys for the undersigned and in the undersigned’s name, place and stead, 
and in the undersigned’s office and capacity in the Corporation, to execute and file such annual report, and 
thereafter to execute and file any amendment or amendments thereto, hereby giving and granting to said 
attorneys full power and authority to do and perform each and every act and thing whatsoever requisite and 
necessary to be done in and concerning the premises, as fully to all intents and purposes as the undersigned 
might or could do if personally present at the doing thereof, hereby ratifying and confirming all that said 
attorneys may or shall lawfully do, or cause to be done, by virtue hereof.  
   

IN WITNESS WHEREOF, the undersigned executed this Power of Attorney the 26 day of 
January 2007.  
   
   
   
/s/ William F. Aldinger III  

   
   

William F. Aldinger III  
Director  
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POWER OF ATTORNEY  
   

KNOW ALL MEN BY THESE PRESENTS:  
   

THAT, WHEREAS, AT&T INC., a Delaware corporation, hereinafter referred to as the 
"Corporation," proposes to file with the Securities and Exchange Commission, under the provisions of the 
Securities Exchange Act of 1934, as amended, an annual report on Form 10-K; and  
   

WHEREAS, the undersigned is a director of the Corporation;  
   

NOW, THEREFORE, the undersigned hereby constitutes and appoints Edward E. Whitacre, 
Jr., James D. Ellis, Jon P. Klug, Richard G. Lindner, John J. Stephens, or any one of them, all of the City of San 
Antonio and State of Texas, the attorneys for the undersigned and in the undersigned’s name, place and stead, 
and in the undersigned’s office and capacity in the Corporation, to execute and file such annual report, and 
thereafter to execute and file any amendment or amendments thereto, hereby giving and granting to said 
attorneys full power and authority to do and perform each and every act and thing whatsoever requisite and 
necessary to be done in and concerning the premises, as fully to all intents and purposes as the undersigned 
might or could do if personally present at the doing thereof, hereby ratifying and confirming all that said 
attorneys may or shall lawfully do, or cause to be done, by virtue hereof.  
   

IN WITNESS WHEREOF, the undersigned executed this Power of Attorney the 26 day of 
January 2007.  
   
   
   
/s/ Reuben V. Anderson  
Reuben V. Anderson  
Director  
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POWER OF ATTORNEY  
   

KNOW ALL MEN BY THESE PRESENTS:  
   

THAT, WHEREAS, AT&T INC., a Delaware corporation, hereinafter referred to as the 
"Corporation," proposes to file with the Securities and Exchange Commission, under the provisions of the 
Securities Exchange Act of 1934, as amended, an annual report on Form 10-K; and  
   

WHEREAS, the undersigned is a director of the Corporation;  
   

NOW, THEREFORE, the undersigned hereby constitutes and appoints Edward E. Whitacre, 
Jr., James D. Ellis, Jon P. Klug, Richard G. Lindner, John J. Stephens, or any one of them, all of the City of San 
Antonio and State of Texas, the attorneys for the undersigned and in the undersigned’s name, place and stead, 
and in the undersigned’s office and capacity in the Corporation, to execute and file such annual report, and 
thereafter to execute and file any amendment or amendments thereto, hereby giving and granting to said 
attorneys full power and authority to do and perform each and every act and thing whatsoever requisite and 
necessary to be done in and concerning the premises, as fully to all intents and purposes as the undersigned 
might or could do if personally present at the doing thereof, hereby ratifying and confirming all that said 
attorneys may or shall lawfully do, or cause to be done, by virtue hereof.  
   

IN WITNESS WHEREOF, the undersigned executed this Power of Attorney the 26 day of 
January 2007.  
   
   
   
/s/ James H. Blanchard  
James H. Blanchard  
Director  
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POWER OF ATTORNEY  
   

KNOW ALL MEN BY THESE PRESENTS:  
   

THAT, WHEREAS, AT&T INC., a Delaware corporation, hereinafter referred to as the 
"Corporation," proposes to file with the Securities and Exchange Commission, under the provisions of the 
Securities Exchange Act of 1934, as amended, an annual report on Form 10-K; and  
   

WHEREAS, the undersigned is a director of the Corporation;  
   

NOW, THEREFORE, the undersigned hereby constitutes and appoints Edward E. Whitacre, 
Jr., James D. Ellis, Jon P. Klug, Richard G. Lindner, John J. Stephens, or any one of them, all of the City of San 
Antonio and State of Texas, the attorneys for the undersigned and in the undersigned’s name, place and stead, 
and in the undersigned’s office and capacity in the Corporation, to execute and file such annual report, and 
thereafter to execute and file any amendment or amendments thereto, hereby giving and granting to said 
attorneys full power and authority to do and perform each and every act and thing whatsoever requisite and 
necessary to be done in and concerning the premises, as fully to all intents and purposes as the undersigned 
might or could do if personally present at the doing thereof, hereby ratifying and confirming all that said 
attorneys may or shall lawfully do, or cause to be done, by virtue hereof.  
   

IN WITNESS WHEREOF, the undersigned executed this Power of Attorney the 26 day of 
January 2007.  
   
   
   
/s/ August A. Busch III  

   
   

August A. Busch III  
Director  
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POWER OF ATTORNEY  
   

KNOW ALL MEN BY THESE PRESENTS:  
   

THAT, WHEREAS, AT&T INC., a Delaware corporation, hereinafter referred to as the 
"Corporation," proposes to file with the Securities and Exchange Commission, under the provisions of the 
Securities Exchange Act of 1934, as amended, an annual report on Form 10-K; and  
   

WHEREAS, the undersigned is a director of the Corporation;  
   

NOW, THEREFORE, the undersigned hereby constitutes and appoints Edward E. Whitacre, 
Jr., James D. Ellis, Jon P. Klug, Richard G. Lindner, John J. Stephens, or any one of them, all of the City of San 
Antonio and State of Texas, the attorneys for the undersigned and in the undersigned’s name, place and stead, 
and in the undersigned’s office and capacity in the Corporation, to execute and file such annual report, and 
thereafter to execute and file any amendment or amendments thereto, hereby giving and granting to said 
attorneys full power and authority to do and perform each and every act and thing whatsoever requisite and 
necessary to be done in and concerning the premises, as fully to all intents and purposes as the undersigned 
might or could do if personally present at the doing thereof, hereby ratifying and confirming all that said 
attorneys may or shall lawfully do, or cause to be done, by virtue hereof.  
   

IN WITNESS WHEREOF, the undersigned executed this Power of Attorney the 26 day of 
January 2007.  
   
   
   
/s/ James P. Kelly  
James P. Kelly  
Director  
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POWER OF ATTORNEY  
   

KNOW ALL MEN BY THESE PRESENTS:  
   

THAT, WHEREAS, AT&T INC., a Delaware corporation, hereinafter referred to as the 
"Corporation," proposes to file with the Securities and Exchange Commission, under the provisions of the 
Securities Exchange Act of 1934, as amended, an annual report on Form 10-K; and  
   

WHEREAS, the undersigned is a director of the Corporation;  
   

NOW, THEREFORE, the undersigned hereby constitutes and appoints Edward E. Whitacre, 
Jr., James D. Ellis, Jon P. Klug, Richard G. Lindner, John J. Stephens, or any one of them, all of the City of San 
Antonio and State of Texas, the attorneys for the undersigned and in the undersigned’s name, place and stead, 
and in the undersigned’s office and capacity in the Corporation, to execute and file such annual report, and 
thereafter to execute and file any amendment or amendments thereto, hereby giving and granting to said 
attorneys full power and authority to do and perform each and every act and thing whatsoever requisite and 
necessary to be done in and concerning the premises, as fully to all intents and purposes as the undersigned 
might or could do if personally present at the doing thereof, hereby ratifying and confirming all that said 
attorneys may or shall lawfully do, or cause to be done, by virtue hereof.  
   

IN WITNESS WHEREOF, the undersigned executed this Power of Attorney the 26 day of 
January 2007.  
   
   
   
/s/ Jon C. Madonna  

   
   

Jon C. Madonna  
Director  
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POWER OF ATTORNEY  
   

KNOW ALL MEN BY THESE PRESENTS:  
   

THAT, WHEREAS, AT&T INC., a Delaware corporation, hereinafter referred to as the 
"Corporation," proposes to file with the Securities and Exchange Commission, under the provisions of the 
Securities Exchange Act of 1934, as amended, an annual report on Form 10-K; and  
   

WHEREAS, the undersigned is a director of the Corporation;  
   

NOW, THEREFORE, the undersigned hereby constitutes and appoints Edward E. Whitacre, 
Jr., James D. Ellis, Jon P. Klug, Richard G. Lindner, John J. Stephens, or any one of them, all of the City of San 
Antonio and State of Texas, the attorneys for the undersigned and in the undersigned’s name, place and stead, 
and in the undersigned’s office and capacity in the Corporation, to execute and file such annual report, and 
thereafter to execute and file any amendment or amendments thereto, hereby giving and granting to said 
attorneys full power and authority to do and perform each and every act and thing whatsoever requisite and 
necessary to be done in and concerning the premises, as fully to all intents and purposes as the undersigned 
might or could do if personally present at the doing thereof, hereby ratifying and confirming all that said 
attorneys may or shall lawfully do, or cause to be done, by virtue hereof.  
   

IN WITNESS WHEREOF, the undersigned executed this Power of Attorney the 26 day of 
January 2007.  
   
   
   
/s/ Martin K. Eby, Jr.  
Martin K. Eby, Jr.  

   
   

Director  
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POWER OF ATTORNEY  
   

KNOW ALL MEN BY THESE PRESENTS:  
   

THAT, WHEREAS, AT&T INC., a Delaware corporation, hereinafter referred to as the 
"Corporation," proposes to file with the Securities and Exchange Commission, under the provisions of the 
Securities Exchange Act of 1934, as amended, an annual report on Form 10-K; and  
   

WHEREAS, the undersigned is a director of the Corporation;  
   

NOW, THEREFORE, the undersigned hereby constitutes and appoints Edward E. Whitacre, 
Jr., James D. Ellis, Jon P. Klug, Richard G. Lindner, John J. Stephens, or any one of them, all of the City of San 
Antonio and State of Texas, the attorneys for the undersigned and in the undersigned’s name, place and stead, 
and in the undersigned’s office and capacity in the Corporation, to execute and file such annual report, and 
thereafter to execute and file any amendment or amendments thereto, hereby giving and granting to said 
attorneys full power and authority to do and perform each and every act and thing whatsoever requisite and 
necessary to be done in and concerning the premises, as fully to all intents and purposes as the undersigned 
might or could do if personally present at the doing thereof, hereby ratifying and confirming all that said 
attorneys may or shall lawfully do, or cause to be done, by virtue hereof.  
   

IN WITNESS WHEREOF, the undersigned executed this Power of Attorney the 26 day of 
January 2007.  
   
   
   
/s/ James A. Henderson  
James A. Henderson  

   
   
   

Director  
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POWER OF ATTORNEY  
   

KNOW ALL MEN BY THESE PRESENTS:  
   

THAT, WHEREAS, AT&T INC., a Delaware corporation, hereinafter referred to as the 
"Corporation," proposes to file with the Securities and Exchange Commission, under the provisions of the 
Securities Exchange Act of 1934, as amended, an annual report on Form 10-K; and  
   

WHEREAS, the undersigned is a director of the Corporation;  
   

NOW, THEREFORE, the undersigned hereby constitutes and appoints Edward E. Whitacre, 
Jr., James D. Ellis, Jon P. Klug, Richard G. Lindner, John J. Stephens, or any one of them, all of the City of San 
Antonio and State of Texas, the attorneys for the undersigned and in the undersigned’s name, place and stead, 
and in the undersigned’s office and capacity in the Corporation, to execute and file such annual report, and 
thereafter to execute and file any amendment or amendments thereto, hereby giving and granting to said 
attorneys full power and authority to do and perform each and every act and thing whatsoever requisite and 
necessary to be done in and concerning the premises, as fully to all intents and purposes as the undersigned 
might or could do if personally present at the doing thereof, hereby ratifying and confirming all that said 
attorneys may or shall lawfully do, or cause to be done, by virtue hereof.  
   

IN WITNESS WHEREOF, the undersigned executed this Power of Attorney the day of 
January 2007.  
   
   
   
/s/ Charles F. Knight  
Charles F. Knight  

   
   

Director  
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POWER OF ATTORNEY  
   

KNOW ALL MEN BY THESE PRESENTS:  
   

THAT, WHEREAS, AT&T INC., a Delaware corporation, hereinafter referred to as the 
"Corporation," proposes to file with the Securities and Exchange Commission, under the provisions of the 
Securities Exchange Act of 1934, as amended, an annual report on Form 10-K; and  
   

WHEREAS, the undersigned is a director of the Corporation;  
   

NOW, THEREFORE, the undersigned hereby constitutes and appoints Edward E. Whitacre, 
Jr., James D. Ellis, Jon P. Klug, Richard G. Lindner, John J. Stephens, or any one of them, all of the City of San 
Antonio and State of Texas, the attorneys for the undersigned and in the undersigned’s name, place and stead, 
and in the undersigned’s office and capacity in the Corporation, to execute and file such annual report, and 
thereafter to execute and file any amendment or amendments thereto, hereby giving and granting to said 
attorneys full power and authority to do and perform each and every act and thing whatsoever requisite and 
necessary to be done in and concerning the premises, as fully to all intents and purposes as the undersigned 
might or could do if personally present at the doing thereof, hereby ratifying and confirming all that said 
attorneys may or shall lawfully do, or cause to be done, by virtue hereof.  
   

IN WITNESS WHEREOF, the undersigned executed this Power of Attorney the 26 day of 
January 2007.  
   
   
   
/s/ Lynn M. Martin  
Lynn M. Martin  

   
   
   

Director  
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POWER OF ATTORNEY  
   

KNOW ALL MEN BY THESE PRESENTS:  
   

THAT, WHEREAS, AT&T INC., a Delaware corporation, hereinafter referred to as the 
"Corporation," proposes to file with the Securities and Exchange Commission, under the provisions of the 
Securities Exchange Act of 1934, as amended, an annual report on Form 10-K; and  
   

WHEREAS, the undersigned is a director of the Corporation;  
   

NOW, THEREFORE, the undersigned hereby constitutes and appoints Edward E. Whitacre, 
Jr., James D. Ellis, Jon P. Klug, Richard G. Lindner, John J. Stephens, or any one of them, all of the City of San 
Antonio and State of Texas, the attorneys for the undersigned and in the undersigned’s name, place and stead, 
and in the undersigned’s office and capacity in the Corporation, to execute and file such annual report, and 
thereafter to execute and file any amendment or amendments thereto, hereby giving and granting to said 
attorneys full power and authority to do and perform each and every act and thing whatsoever requisite and 
necessary to be done in and concerning the premises, as fully to all intents and purposes as the undersigned 
might or could do if personally present at the doing thereof, hereby ratifying and confirming all that said 
attorneys may or shall lawfully do, or cause to be done, by virtue hereof.  
   

IN WITNESS WHEREOF, the undersigned executed this Power of Attorney the 26 day of 
January 2007.  
   
   
   
/s/ John B. McCoy  
John B. McCoy  

   
   
   

Director  



Exhibit 24 
   

POWER OF ATTORNEY  
   

KNOW ALL MEN BY THESE PRESENTS:  
   

THAT, WHEREAS, AT&T INC., a Delaware corporation, hereinafter referred to as the 
"Corporation," proposes to file with the Securities and Exchange Commission, under the provisions of the 
Securities Exchange Act of 1934, as amended, an annual report on Form 10-K; and  
   

WHEREAS, the undersigned is a director of the Corporation;  
   

NOW, THEREFORE, the undersigned hereby constitutes and appoints Edward E. Whitacre, 
Jr., James D. Ellis, Jon P. Klug, Richard G. Lindner, John J. Stephens, or any one of them, all of the City of San 
Antonio and State of Texas, the attorneys for the undersigned and in the undersigned’s name, place and stead, 
and in the undersigned’s office and capacity in the Corporation, to execute and file such annual report, and 
thereafter to execute and file any amendment or amendments thereto, hereby giving and granting to said 
attorneys full power and authority to do and perform each and every act and thing whatsoever requisite and 
necessary to be done in and concerning the premises, as fully to all intents and purposes as the undersigned 
might or could do if personally present at the doing thereof, hereby ratifying and confirming all that said 
attorneys may or shall lawfully do, or cause to be done, by virtue hereof.  
   

IN WITNESS WHEREOF, the undersigned executed this Power of Attorney the 26 day of 
January 2007.  
   
   
   
/s/ Mary S. Metz  
Mary S. Metz  

   
   

Director  



Exhibit 24 
   

POWER OF ATTORNEY  
   

KNOW ALL MEN BY THESE PRESENTS:  
   

THAT, WHEREAS, AT&T INC., a Delaware corporation, hereinafter referred to as the 
"Corporation," proposes to file with the Securities and Exchange Commission, under the provisions of the 
Securities Exchange Act of 1934, as amended, an annual report on Form 10-K; and  
   

WHEREAS, the undersigned is a director of the Corporation;  
   

NOW, THEREFORE, the undersigned hereby constitutes and appoints Edward E. Whitacre, 
Jr., James D. Ellis, Jon P. Klug, Richard G. Lindner, John J. Stephens, or any one of them, all of the City of San 
Antonio and State of Texas, the attorneys for the undersigned and in the undersigned’s name, place and stead, 
and in the undersigned’s office and capacity in the Corporation, to execute and file such annual report, and 
thereafter to execute and file any amendment or amendments thereto, hereby giving and granting to said 
attorneys full power and authority to do and perform each and every act and thing whatsoever requisite and 
necessary to be done in and concerning the premises, as fully to all intents and purposes as the undersigned 
might or could do if personally present at the doing thereof, hereby ratifying and confirming all that said 
attorneys may or shall lawfully do, or cause to be done, by virtue hereof.  
   

IN WITNESS WHEREOF, the undersigned executed this Power of Attorney the 26 day of 
January 2007.  
   
   
   
/s/ Toni Rembe  
Toni Rembe  
Director  
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POWER OF ATTORNEY  
   

KNOW ALL MEN BY THESE PRESENTS:  
   

THAT, WHEREAS, AT&T INC., a Delaware corporation, hereinafter referred to as the 
"Corporation," proposes to file with the Securities and Exchange Commission, under the provisions of the 
Securities Exchange Act of 1934, as amended, an annual report on Form 10-K; and  
   

WHEREAS, the undersigned is a director of the Corporation;  
   

NOW, THEREFORE, the undersigned hereby constitutes and appoints Edward E. Whitacre, 
Jr., James D. Ellis, Jon P. Klug, Richard G. Lindner, John J. Stephens, or any one of them, all of the City of San 
Antonio and State of Texas, the attorneys for the undersigned and in the undersigned’s name, place and stead, 
and in the undersigned’s office and capacity in the Corporation, to execute and file such annual report, and 
thereafter to execute and file any amendment or amendments thereto, hereby giving and granting to said 
attorneys full power and authority to do and perform each and every act and thing whatsoever requisite and 
necessary to be done in and concerning the premises, as fully to all intents and purposes as the undersigned 
might or could do if personally present at the doing thereof, hereby ratifying and confirming all that said 
attorneys may or shall lawfully do, or cause to be done, by virtue hereof.  
   

IN WITNESS WHEREOF, the undersigned executed this Power of Attorney the 26 day of 
January 2007.  
   
   
   
/s/ S. Donley Ritchey  
S. Donley Ritchey  
Director  
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POWER OF ATTORNEY  
   

KNOW ALL MEN BY THESE PRESENTS:  
   

THAT, WHEREAS, AT&T INC., a Delaware corporation, hereinafter referred to as the 
"Corporation," proposes to file with the Securities and Exchange Commission, under the provisions of the 
Securities Exchange Act of 1934, as amended, an annual report on Form 10-K; and  
   

WHEREAS, the undersigned is a director of the Corporation;  
   

NOW, THEREFORE, the undersigned hereby constitutes and appoints Edward E. Whitacre, 
Jr., James D. Ellis, Jon P. Klug, Richard G. Lindner, John J. Stephens, or any one of them, all of the City of San 
Antonio and State of Texas, the attorneys for the undersigned and in the undersigned’s name, place and stead, 
and in the undersigned’s office and capacity in the Corporation, to execute and file such annual report, and 
thereafter to execute and file any amendment or amendments thereto, hereby giving and granting to said 
attorneys full power and authority to do and perform each and every act and thing whatsoever requisite and 
necessary to be done in and concerning the premises, as fully to all intents and purposes as the undersigned 
might or could do if personally present at the doing thereof, hereby ratifying and confirming all that said 
attorneys may or shall lawfully do, or cause to be done, by virtue hereof.  
   

IN WITNESS WHEREOF, the undersigned executed this Power of Attorney the 26 day of 
January 2007.  
   
   
   
/s/ Joyce M. Roché  
Joyce M. Roché  
Director  
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POWER OF ATTORNEY  
   

KNOW ALL MEN BY THESE PRESENTS:  
   

THAT, WHEREAS, AT&T INC., a Delaware corporation, hereinafter referred to as the 
"Corporation," proposes to file with the Securities and Exchange Commission, under the provisions of the 
Securities Exchange Act of 1934, as amended, an annual report on Form 10-K; and  
   

WHEREAS, the undersigned is a director of the Corporation;  
   

NOW, THEREFORE, the undersigned hereby constitutes and appoints Edward E. Whitacre, 
Jr., James D. Ellis, Jon P. Klug, Richard G. Lindner, John J. Stephens, or any one of them, all of the City of San 
Antonio and State of Texas, the attorneys for the undersigned and in the undersigned’s name, place and stead, 
and in the undersigned’s office and capacity in the Corporation, to execute and file such annual report, and 
thereafter to execute and file any amendment or amendments thereto, hereby giving and granting to said 
attorneys full power and authority to do and perform each and every act and thing whatsoever requisite and 
necessary to be done in and concerning the premises, as fully to all intents and purposes as the undersigned 
might or could do if personally present at the doing thereof, hereby ratifying and confirming all that said 
attorneys may or shall lawfully do, or cause to be done, by virtue hereof.  
   

IN WITNESS WHEREOF, the undersigned executed this Power of Attorney the 26 day of 
January 2007.  
   
   
   
/s/ Randall L. Stephenson  
Randall L. Stephenson  
Director and Chief Operating Officer  
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POWER OF ATTORNEY  
   

KNOW ALL MEN BY THESE PRESENTS:  
   

THAT, WHEREAS, AT&T INC., a Delaware corporation, hereinafter referred to as the 
"Corporation," proposes to file with the Securities and Exchange Commission, under the provisions of the 
Securities Exchange Act of 1934, as amended, an annual report on Form 10-K; and  
   

WHEREAS, the undersigned is a director of the Corporation;  
   

NOW, THEREFORE, the undersigned hereby constitutes and appoints Edward E. Whitacre, 
Jr., James D. Ellis, Jon P. Klug, Richard G. Lindner, John J. Stephens, or any one of them, all of the City of San 
Antonio and State of Texas, the attorneys for the undersigned and in the undersigned’s name, place and stead, 
and in the undersigned’s office and capacity in the Corporation, to execute and file such annual report, and 
thereafter to execute and file any amendment or amendments thereto, hereby giving and granting to said 
attorneys full power and authority to do and perform each and every act and thing whatsoever requisite and 
necessary to be done in and concerning the premises, as fully to all intents and purposes as the undersigned 
might or could do if personally present at the doing thereof, hereby ratifying and confirming all that said 
attorneys may or shall lawfully do, or cause to be done, by virtue hereof.  
   

IN WITNESS WHEREOF, the undersigned executed this Power of Attorney the day of 
January 2007.  
   
   
   
/s/ Laura D'Andrea Tyson  
Laura D'Andrea Tyson  
Director  
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POWER OF ATTORNEY  
   

KNOW ALL MEN BY THESE PRESENTS:  
   

THAT, WHEREAS, AT&T INC., a Delaware corporation, hereinafter referred to as the 
"Corporation," proposes to file with the Securities and Exchange Commission, under the provisions of the 
Securities Exchange Act of 1934, as amended, an annual report on Form 10-K; and  
   

WHEREAS, the undersigned is a director of the Corporation;  
   

NOW, THEREFORE, the undersigned hereby constitutes and appoints Edward E. Whitacre, 
Jr., James D. Ellis, Jon P. Klug, Richard G. Lindner, John J. Stephens, or any one of them, all of the City of San 
Antonio and State of Texas, the attorneys for the undersigned and in the undersigned’s name, place and stead, 
and in the undersigned’s office and capacity in the Corporation, to execute and file such annual report, and 
thereafter to execute and file any amendment or amendments thereto, hereby giving and granting to said 
attorneys full power and authority to do and perform each and every act and thing whatsoever requisite and 
necessary to be done in and concerning the premises, as fully to all intents and purposes as the undersigned 
might or could do if personally present at the doing thereof, hereby ratifying and confirming all that said 
attorneys may or shall lawfully do, or cause to be done, by virtue hereof.  
   

IN WITNESS WHEREOF, the undersigned executed this Power of Attorney the 26 day of 
January 2007.  
   
   
   
/s/ Patricia P. Upton  
Patricia P. Upton  
Director  
   
   
   
   



Exhibit 31.1 
   

CERTIFICATION  
   
I, Edward E. Whitacre Jr., certify that:  
   

   

   

   

   

   
Date:   February 26, 2007  
   

Edward E. Whitacre Jr.  
Chairman and Chief Executive Officer  
   
   
   

1.  I have reviewed this report on Form 10-K of AT&T Inc.;  

2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state 
a material fact necessary to make the statements made, in light of the circumstances under which such 
statements were made, not misleading with respect to the period covered by this report;  

3.  Based on my knowledge, the financial statements, and other financial information included in this report, 
fairly present in all material respects the financial condition, results of operations and cash flows of the 
registrant as of, and for, the periods presented in this report;  

4.  The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control 
over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and 
have:  

a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be 
designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the 
period in which this report is being prepared;  

b)  Designed such internal control over financial reporting, or caused such internal control over financial 
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with 
generally accepted accounting principles;  

c)  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this 
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the 
period covered by this report based on such evaluation; and  

d)  Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred 
during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an 
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s 
internal control over financial reporting; and  

5.  The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the registrant’s auditors and the audit committee of the 
registrant’s board of directors (or persons performing the equivalent functions):  

a)  All significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, 
summarize and report financial information; and  

b)  Any fraud, whether or not material, that involves management or other employees who have a significant 
role in the registrant’s internal control over financial reporting.  

/s/ Edward E. Whitacre Jr.  



Exhibit 31.2 
   

CERTIFICATION  
   
I, Richard G. Lindner, certify that:  
   

   

   

   

   

   
Date:  February 26, 2007  
   

Richard G. Lindner  
Senior Executive Vice President  

   
   
   

1.  I have reviewed this report on Form 10-K of AT&T Inc.;  

2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state 
a material fact necessary to make the statements made, in light of the circumstances under which such 
statements were made, not misleading with respect to the period covered by this report;  

3.  Based on my knowledge, the financial statements, and other financial information included in this report, 
fairly present in all material respects the financial condition, results of operations and cash flows of the 
registrant as of, and for, the periods presented in this report;  

4.  The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control 
over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and 
have:  

a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be 
designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period 
in which this report is being prepared;  

b)  Designed such internal control over financial reporting, or caused such internal control over financial 
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with 
generally accepted accounting principles;  

c)  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report 
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period 
covered by this report based on such evaluation; and  

d)  Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred 
during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual 
report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal 
control over financial reporting; and  

5.  The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the registrant’s auditors and the audit committee of the 
registrant’s board of directors (or persons performing the equivalent functions):  

a)  All significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, 
summarize and report financial information; and  

b)  Any fraud, whether or not material, that involves management or other employees who have a significant 
role in the registrant’s internal control over financial reporting.  

/s/ Rick Lindner  

   and Chief Financial Officer  



   
   

Certification of Periodic Financial Reports  
   

   
Pursuant to 18 U.S.C. Section 1350, each of the undersigned officers of AT&T Inc. (the “Company”) 

hereby certifies that the Company’s Annual Report on Form 10-K for the year ended December 31, 2006 (the 
“Report”) fully complies with the requirements of Section 13(a) or 15(d), as applicable, of the Securities 
Exchange Act of 1934 and that information contained in the Report fairly presents, in all material respects, the 
financial condition and results of operations of the Company.  

   
   

   
   

   
The foregoing certification is being furnished solely pursuant to 18 U.S.C. Section 1350 and is not being filed 
as part of the Report or as a separate disclosure document. This certification shall not be deemed “filed” for 
purposes of Section 18 of the Securities Exchange Act of 1934 (“Exchange Act”) or otherwise subject to 
liability under that section. This certification shall not be deemed to be incorporated by reference into any filing 
under the Securities Act of 1933 or the Exchange Act except to the extent this Exhibit 32 is expressly and 
specifically incorporated by reference in any such filing.  
   
A signed original of this written statement required by Section 906, or other document authenticating, 
acknowledging, or otherwise adopting the signature that appears in typed form within the electronic version of 
this written statement required by Section 906, has been provided to AT&T Inc. and will be retained by AT&T 
Inc. and furnished to the Securities and Exchange Commission or its staff upon request.  
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By:  /s/ Edward E. Whitacre Jr.  By:  /s/ Rick Lindner  
   Edward E. Whitacre Jr.  Richard G. Lindner  
   Chairman and Chief Executive Officer   Senior Executive Vice President  

   and Chief Financial Officer  


