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CHRI S LARSEN, ANALYST, CREDIT SU SSE: W're going to get started here.
Hopefully not a |l ot of introduction is needed for AT&T, the world' s |argest
t el ephone conpany, soon-to-be. Very happy to have CFO R ck Lindner with us.

" mnot going to do nake a lot of remarks. For those of you who don't know

nme, I'mChris Larsen; |'mthe tel ecomservices analyst at Credit Suisse. AT&T
has been one of the best-perfornmng stocks in 2006. | used to call it the
undi scovered nega cap. And with that, I'mgoing to turn it over to Rick and | et

himtell you his story.

RI CK LI NDNER, SENI OR EVP, CFQO, AT&T, INC.: Thanks, Chris. Good norning,
everyone. It is good to see all of you here this norning, especially this early.
We were specul ati ng whet her you cane to hear about AT&T, or you canme for the --
we hear there's really good croissants in the back. W thought that night have
been it.

| have got a few slides to share with you this norning, and then we're going
to open it up for Q&A? But before | get into the slides, let ne just offer you a
general conmment on the business. Last January, we presented to you a three-year
outl ook for the new AT&T, postnerger between SBC and AT&T. That outl ook included
doubl e-di git adjusted earnings per share growh in each of the next three years
starting in 2006, along with growing margins in growing free cash fl ow

What you have seen in our results this year is we are neeting those targets.
As we approach now the end of 2006, the point I want to | eave you with is sinply
this. That based on what we have seen this year and based on what we have
acconpl i shed, our confidence in our ability to deliver on that three-year plan
is greater today than it was 10 nonths ago.
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We are on or ahead of schedule in nerger integration. W have expanded
margins this year in both wireline and wireless. W' re confident in our ability
to conmpete. Looking ahead, and this is nost inportant, we're confident that the
busi ness continues to have significant upside potenti al

Before | get started this norning, | do need to cover a Safe Harbor statenent
whi ch says, as you all know, that we will talk about sone forward-I ooking
statenents this norning. Those statenents are subject to risks and
uncertainties; and a description of and details of those itens are available in
our SEC filings an on our website.

We began this year of 2006 knowing it was going to be a pivotal year for us
at AT&T. W& were poised to take the first steps in our integration between SBC
and AT&T; and it was the second year after Cingular's nerger with AT&T Wrel ess,
when a nunber of initiatives were scheduled to gain traction

As you see on this slide, as | said before, we delivered what we said we
woul d, and nore. In the third quarter, we posted our sixth consecutive quarter
of double-digit year-over-year growh in adjusted earnings per share.

When you | ook at that earnings trajectory, what you see are three things. You
see outstanding progress at Cingular; a fast start to merger integration with
AT&T; and you al so see good wireline results, particularly in the business
segnent. These conponents have driven substantial margin expansion in both
wireline and wirel ess.

In the third quarter, C ngular increased EBI TDA margi ns by 300 basis points
sequentially. Qur consolidated margins, which exclude C ngular, also were up
both sequentially and year-over-year. And as you saw in their npst recent
results, Bell South, our pending merger partner, also has increased their nmargins
this year.

We have al so delivered solid cash flow W are on track to nmeet our full-year
guidance in the mid $2 billion range for free cash flow after dividends. W have
used a consi derabl e ambunt of cash this year, $5.2 billion through the first
three quarters, to return value to shareowners through dividends and through
share repurchase. W're on track with the share repurchase target we outlined
earlier this year after the Bell South nerger announcenment. That is a total of
$10 billion in repurchases by the end of 2007, with 2 to $3 billion comng this
year.

So that is a quick |ook back at our results through the first three quarters.
Now what | would like to do is take a few m nutes and | ook ahead, and tal k about
some of the opportunities we have. |I'mgoing to focus on four key areas. In
wirel ess, where after the Bell South nmerger we will have 100% owner shi p of
Cingul ar; in business, where the fornmer AT&T assets give us a prem er network
and premer set of products; in consumer, where we are a |eader in broadband and
in bundling; and in our cost structure, where we have the industry's |argest set
of merger synergies and cost opportunities.

So starting with wireless, well, I will tell you this year there is alot to
make a CFO smile when you | ook at our G ngular results. Subscriber growth
continues to be strong. Cingular has led the industry in gross add fl ow share.
Churn has noved down substantially; and as a result over the past year they have
added 6.4 nmillion subscribers. In the third quarter, ARPU was up both
sequentially and year-over-year, driven by data growh. As a result,
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third-quarter service revenues were up 12%

But what made this a watershed quarter for Cingular was a 300 basis point
sequential inprovenent in adjusted margins. That margin expansion is a direct
result of a successful nerger integration

Two years ago, shortly after the acquisition of AT&T Wrel ess, the C ngul ar
teamlaid out their three-year plan, their plan for w nning custoners, for
growi ng the business, and expandi ng margi ns. What you have seen in C ngular's
results this year is the culmnation of a lot of hard work as they have
i ntegrated and expanded networ ks, consolidated support systens, rationalized
di stribution, and inproved customer service.

At the end of the third quarter, Ci ngular's GSM network conversion was
conplete; and it was on tinme, on budget, and as planned. W' re now operating a
single nationw de integrated GSM network. W have al so conpleted GSM billing
conversions, and we have sunset the | egacy AT&T Wrel ess prepaid platform
Net wor k performance netrics are up; and correspondi ngly, as you woul d expect,
churn is down.

We're obviously very proud of all of that the G ngular team acconplished this
year, but the good news is there is nore yet to cone. The npbst obvi ous upside
opportunity for us in wireless is continued margi n expansi on. As you saw
earlier, margins at Ci ngular have steadily clinbed. W are nowin the nid 30%
range, and we continue to expect to achieve nmargi ns above 40% by 2008.

The drivers of that margin growh are very straightforward. First off, the
conpl etion of our GSM network integration will |ower costs as we groom our
network and continue to reduce churn. W will continue to nmake progress on the
T-Mobile joint venture unwind in California, and costs will come down as
G ngular migrates traffic onto its own network. TDMA billing and other IT system
conversions are still ahead of us. The TDVA network in its entirety will be
turned down in 2008. So this is one clear area of upside potential for AT&T in
wirel ess -- continued margin expansion in a $40 billion per year business.

Even nore exciting, | think, is the growh potential we see fromwrel ess
data. Data services are the key to future growth in wireless, and that is why we
have ranped up the inplementation of our UMIS network. Qur 3G network is now
deployed in 145 cities. We are expandi ng coverage in many of our previously
| aunched markets. W have an aggressive schedule with new markets | aunching
virtually every week.

Ci ngul ar already has an inpressive record in terms of data growth. In the
third quarter, data revenues were up nore than 60% and data ARPU was up $0.55
sequentially. That is our third consecutive quarterly increase of nore then
$0.50. But to date, and this is the inportant point, to date that data growh
has conme nost entirely fromtraditional products on our 2G network

The 3G revenue opportunities still Iie ahead. As we expand our 3G network and
as we get attractive 3G devices into the narketplace, |ike the new ultraslim
PDA, the Bl ackJack, we expect to see continued strong growth in data revenues.

Let me switch gears and talk just briefly about our potential in business
mar kets. Most peopl e equate business opportunity with enterprise; and that nmakes
sense when you | ook at the assets we added through the AT&T acquisition. Today,
we have one of the world's |argest |IP backbones, 30 prem um gl obal data centers
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of feri ng managed hosting services. W are the | eader in global MPLS and | P/ VPN
servi ces.

As was evident in our third-quarter results, we are seeing sonme inproving
trends in enterprise. For the second consecutive quarter, we posted a sequenti al
decline in enterprise revenues of |less than 1% and | P services had nid-teen
percentage growm h. For the second straight quarter, we had sequential and
year-over-year growth in data transport. Total enterprise data revenues, which
now make up nearly half of all enterprise revenues, grew 1l.5% year-over-year. So
t he nmonentum and trends are encouragi ng as we | ook ahead to next year and
beyond.

VWi le enterprise gets a |lot of attention, don't overl ook our regiona
busi ness custoner base, especially that base of small and medi umsi zed
busi nesses. Like enterprise, this is a pretty conpetitive area, but it's also an
area where we have innovated and we have |l ed the market. W have introduced nore
bundl es of services. W have | aunched new products, including services that were
originally devel oped for the enterprise space in areas such as security and
managed Internet service. As you see on this slide, over the past year, regiona
busi ness revenues have increased steadily. In the nost recent quarter, the small
and nedi um portion of those revenues grew at a doubl e-digit pace.

Regi onal busi ness data revenues were up 12% wth solid growh in transport
and nmore than 20% growm h and | P services. As we | ook ahead and these new
products and services gain traction, especially in data, and especially in
wi rel ess and wireline converged solutions, we believe small and nmedi um si zed
busi ness will continue to drive revenue growth for our regional operations.

The ot her key el enent of regional wireline operations for us is consumner
whi ch, as you know, is also a highly conpetitive segnent of the nmarket. But even
as cable conpetition has ranped in our territory, we have grown both consuner
connections and consumer revenues.

Total connections -- that is retail access |lines plus high-speed data plus
video -- were up 376,000 over the past year. W now have 8.2 mllion high-speed
I nternet connections, up 26% 42% of our consumer DSL base subscribe to a
hi gher - speed service; and that is virtually double where it was a year ago.

So the first thing to know about consuner is that we have delivered
consi stent revenue growth over several quarters now, despite increasing voice
conpetition; and we have done it w th broadband and w th bundling.

But again, the exciting thing for us in consumer, as we |ook forward, is the
next generation of services which conbine and integrate wireless, broadband, and
video. Qur strategy here is to give custoners the ability to access content
across three screens -- their handheld device, their PC, and their TV. There is
a great deal of potential ahead as we devel op our suite of video services.

As you know, we have worked with DISH to conmbine their all-digital satellite
TV service with our DSL to create an innovative new service called Honezone.
Honezone gives custoners access to 12,000 titles of video on demand plus AT&T
Yahoo! services. W're now rolling out Honezone across our entire local wireline
footprint.

We have al so nade good progress with depl oynent of AT&T U verse services,
which is based on switched IP video. W have now | aunched U-verse with
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hi gh-definition capability in both San Antoni o and Houston. W will continue to
roll markets out through the month of Decenber. W are encouraged with the
progress that we are seeing.

When you ook out 12 to 18 nonths fromnow, with a new generation of
i ntegrated services we believe we will be strongly positioned under a single
AT&T brand, with extensive broadband coverage and a broad set of video options.

As we make this transition, we have the industry's |argest set of merger
synergy and cost reduction opportunities. Those opportunities will drive not
only earnings and cash flow growh, but they will help fund the investnents
we' re maki ng el sewhere in the business.

If you look at all three major transactions -- Cingular's acquisition of AT&T
Wrel ess; our acquisition of AT&T; and our pending nmerger with Bell South -- plus
ot her operational cost initiatives, the expected annual savings fromthose
sources in 2008 totals nmore than $9 billion. These opportunities are clearly

identified. They are all on the cost side, and they are very achi evabl e.

Qur record of delivering nerger synergy targets is solid, based on what we
have acconplished at Cingular and with AT&T integration this year. As we drive
cost out of the business, the inportant thing is that we are also building a
busi ness that will grow revenues and create val ue through both productivity
gains as well as organic growth.

So in closing this morning, et me say | believe there are a nunber of things
that set AT&T apart. W have a prem er set of assets. Follow ng the Bell South
nerger we will have 100% ownership of a trenendous wireless business with
significant upside potential. W are a | eader in broadband and IP. W have a
hi gh potential, but financially sensible, consuner strategy. And our nerger cost
reducti on opportunities are unmat ched.

The other thing I think that sets us apart is a strong three-year outlook. W
will continue to deliver double-digit adjusted earnings per share growh; and
after our Bell South nerger we expect a return to overall revenue growh in 2007
as versus pro forma 2006 results.

W& expect to continue to generate strong and growi ng free cash flow after
dividends -- in the mid $2 billion range this year, $4 billion or nore next
year, and nore than $6 billion in 2008. W used that cash to return value to
shar eowners through share repurchase and a grow ng di vi dend.

As | said at the outset, AT&T is a Conpany that has denonstrated we can
deliver on our targets. Looking ahead, | think the business offers trenendous
opportunities in both cost reduction and long-termgrowth. So it's an exciting
time and it's a great tine to be part of AT&T.

That concl udes ny prepared renmarks. Chris, if you would like to cone up and
join ne, | would be happy to take sone questions.

CHRI S LARSEN: Let nme ask a couple of questions that | know are going to get
asked. First, the Bell South nerger; it seens to be probably the nunber-one topic
that | hear these days. Can you give us an idea of what maybe the regul atory
hangups are; the fifth comi ssioner; and maybe your sense for what the tining is
at this point?



Comments of Granite Telecommunications, LLC
GN Docket No. 12-353
January 28, 2013
Exhibit D
Page 6
AT&T at Credit Suisse Media & Tel ecom Week FD (Fair Disclosure) Wre Decenber 5,
2006 Tuesday

RI CK LI NDNER: | never thought that question would get asked this norning,
Chris; I"'msurprised it took this long. As you know, we -- |'mgoing to nove up
alittle bit; I feel like | can't see that side of the room There we go.

As you know, we have received approval from19 different states, the
Depart nent of Justice, several foreign countries. Al those approvals for the
nmerger were received without any conditions. We had those approvals in hand two
to three nonths ago. The | ast approval before we can close the transaction is
with the FCC. Unfortunately, over the |last couple of nonths the FCC has been
unable to reach a consensus and unable to bring the issue to a vote.

As you heard in press reports starting at the end of |ast week and conti nui ng
yesterday, chairman Martin has started the process of unrecusing comm ssioner
McDowel | . Hopefully that process and the ability to bring in a fifth
conmi ssioner into the voting will help break the | ogjam and nove this forward.

The FCC has a neeting schedul ed for Decenber 20. Certainly from our
standpoint, it would be our hope that the nerger would get approved, and we
could close and nove on at that point. The tinme frane is pretty tight. So
can't give you a good estimate of |ikelihood for that. But that is certainly our
goal, would be to have an approval on the 20th. If it does not happen on the
20th, potentially it could slip into January.

But | think at the end of the day, we do believe the nerger wll get
approved. W will get this closed and we will nove on. It is a good transaction.
It is a transaction that doesn't have significant conpetitive inpacts. That is
why, after nonths of study, it was approved by the Departnment of Justice. That
is why it was approved by 19 separate states.

It is a good transaction for the shareowners. We think there are terrific
opportunities for our Conmpany by owning all of Cingular and terrific
opportunities by owning the Bell South assets. At the sane tine, this would be a

good transaction for customers, and it will be a good transaction for the
i ndustry.

So we will get it done, hopefully, in Decenber; if not, |I think it should be
approved shortly after that.

CHRIS LARSEN:. | will just point out that at 10.30 today we are fortunate
enough to have that fifth conm ssioner speaking, MDowell, upstairs. So maybe we

will see sone of you there at 10.30.
RI CK LI NDNER: Ask sone really hard questions.

CHRI' S LARSEN: Can you wal k through the integration and maybe sonme of the
chal | enges that you night have to face as you nove into the Bell South
transacti on?

RI CK LI NDNER: | think we have been working since the merger was announced in
teans. Certainly as much as legally we can, working with our counterparts at
Bel | South and Cingular to put together a nerger plan. | feel very good about the
stage we are in, in terms of planning. | think we are at a point where, frankly,

everyone just wants to get closed so we can get on with it

t hi nk what you should expect to see is simlar to what you saw with AT&T.
[l

I
We wi very quickly name the | eadership organi zation for the conpany, cascade
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t hat down through the organization. You will see the Bell South wireline
southeast territory be integrated |like an additional wireline region for us. You
will see integration of sone of the key organi zations within C ngular, where we

wi || have an opportunity for the first time to have a very close linkage in
areas |ike network planning, product devel opment, and marketing between our
wireline and wirel ess businesses. So you will see sone integration there.

You won't see a lot of change fromthe standpoint in wireless of the |oca
mar ket operations. Because | think we have got a | ot of good nonmentumthere, and
SO we are very sensitive about not doing sonething that woul d change the
direction that that business is in right now

We have nerger plans that are specific by organization and detailed in terns
of what areas we will focus on first. Detailed in terms of what the
organi zations will look like, what headcount will |ook |like. Those targets are
in place, and we are ready to go.

Simlar to the AT&T nerger, this is one where a |large portion of the
synergies are expense related. O those expense synergies, a fair portion of
those are force and headcount consolidation related. Then secondly, we have got
benefits coming in terms of nonenpl oyee costs, particularly in network and in
I T.

Finally, we are going to have the benefit of having a consistent brand across
the entire organi zation, which is very powerful in ternms of the kind of
nmessagi ng and advertising weight we can generate with, frankly, snaller dollars
than we're spending today across all three organizations.

CHRI S LARSEN. One of the things you nentioned was brand. C ngul ar, besides
the brand, what [are] plans to integrate that? Is there nuch that is going to
change? O is that sonething that is working, and we don't want to mess with
success right there?

RICK LI NDNER: Well, | think what you will see, certainly we will transition
the brand. W want to be able to offer all services under the conmon AT&T brand.
But in addition to that, we are going to look to integrate wireless in a nuch
cl oser fashion into a number of aspects of the business.

Distribution being one. For exanple, you should expect to see that we will
have single consolidated sal es account teans that are calling on all of our
enterprise accounts, our |argest business custonmers, that are going to be
of fering and selling and servicing both wireline and wireless products in a
single suite.

You shoul d expect to see in our Cingular stores -- and we are already
trialing some of this today. You will see in our retail stores selling wreless,
al so selling AT&T U verse services, selling DSL services all out of the sane
store.

| think the real benefit of this, and it will take a little bit of time, but
you will see the benefits of consolidating the organizations that are invol ved
i n devel oping and bringing to market new services. Those being in IT, network
pl anni ng, product devel opment and marketing. By conbini ng sone of those
organi zations, | think we will have a nuch better opportunity to nove converged
wireline and wirel ess products forward.
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CHRI S LARSEN. Shifting gears a little bit, video, which is a very snall part
of your business, but certainly not a small part of your effort right now Can
you give us a progress report on the U verse, where that stands?

Hi gh-definition, you nentioned you just rolled that out. Are all the pieces
starting to work together? M crosoft had been a delay. Then what are the
chal | enges ahead for that service?

RICK LINDNER: | think we are at the point where the pieces have come together
for U-verse. That is why we have gone forward with the launch in Houston and the
upgrade of the San Antonio systemfor HD. By saying the pieces have cone
toget her, tal king about the Mcrosoft software, the new set-top boxes, the
operating support systens; and so we are ready now to go forward, |aunch
addi ti onal markets, and we are ready to expand the | aunches in the narkets, San
Ant oni o and Houston, where we have | aunched.

So far, it is going as planned. In fact, | have U-verse service at hone while
I am here at the conference this week. The San Antoni o system has al ready been
upgraded for HD. A technician is coming out, | think, today or tonorrow. They
are replacing the set-top boxes, and | will be ready to go with HD

So we feel good about the progress. | think the chall enges going forward are
just like any new service. In fact, in many respects, it is similar to DSL from
t he standpoint of the network buil ding conponents are in place, we have got to
bring the service to market now and bring it in scale. So now the gears are
shifting a little bit towards marketing, penetrating the market with the
product, installation, service provisioning, bringing custoners on board,
customer service. So | think those are -- | think the chall enges now are going
to be nore operational in nature.

CHRI'S LARSEN: You want to roll it out to 18 million hones. Wat is the gating
factor going from say, the 2 or 3 nillion hones that you will have in Houston
to the 18? Is it the groom ng of the network, the installation of the head-ends?
What is the long [pull in the ten]?

RI CK LI NDNER: Well, certainly, building out the Iocal network infrastructure.
When you | ook at Lightspeed, that is where the bulk of the capital is going.
Video infrastructure is a smaller conmponent of it. It is really building out the
local network to provide the bandwidth to the hone. That is one of the things --
that is sonething you shouldn't |ose sight of.

Because that is one of the things that, over the |ast couple of years, has
made ne very confortable with the investnment we're making -- the capita
expenditures we are putting in Lightspeed -- is that when you step back fromit,
what we are really doing is facilitating in our network the ability to drive
nore bandwi dth to the hone.

So, that is going to be valuable to us for a long, long tinme into the future,
i rrespective of how services change and how products devel op

So | would say that is certainly a piece of this. There's a | ot of pieces
that work together. Getting regulatory approvals to launch in markets. W
currently have, if | have got ny counts right, we have got regul atory approval
to launch video over about 60% of our territory. So we are in pretty good shape
there. W continue to nake progress every single nonth in terns of work we are
doing both at the state level and at the local municipality level. So we are in
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good shape there.

| think the build is progressing on schedule. The technol ogy is com ng
together. Now it is just a matter of bringing it to market and scaling it.

CHRI S LARSEN: Ri ck, one of the things you nentioned was bandw dth. Verizon
one of your peers, has done a fiber to the home strategy. There is a lot a
specul ation the DSL or the tw sted copper will never give you enough bandw dt h.
VWhat are your thoughts on -- do you eventually have to go fiber to the hone? Is
t here enough bandwi dth in the tw sted pair?

RI CK LI NDNER: Qur view at this point is that we're not going to have to go
fiber to the honme. W are pleased with the bandwi dth that we're seeing over
copper. In fact, I can tell you, at ny house | amgetting 55 nmegabits over a
single tw sted copper pair, which is pretty extraordi nary when you think about
it.

We do have opportunities going forward. By the second half of next year, we
are going to be able to pair bond in |ocations where we need nore bandw dt h.
Qoviously, the further you are fromthe central office, the further you are from
fiber, the nore of the challenge it is to provide the bandw dth.

So in sone locations that are further away fromthe node, and in | ocations
there where custoners may require additional bandwi dth for nultiple HD streans
or for higher speed data services, we are going to have the option of pair
bondi ng in those | ocations.

So, on average, at this point, we are produci ng about 25 negabits. But in
many, many | ocations, we are produci ng substantially nore than that. Even at 25
negabits, as you start to pair bond, you get into 40 negabits plus; that is a
| ot of bandwi dth to provide both nultiple HD streans as well as a robust data
servi ce.

CHRI S LARSEN: You al so expanded your Homezone with the DISH satellite. But
you expanded it throughout your footprint as opposed to just outside the
Li ght speed. What is the thought? Is there a signal there that we're going to use
DI SH nore?

RICK LINDNER: | think the signal there, Chris, is nunber one, nost
importantly, we want to have a video product we can offer across our footprint,
and we want to have a video product we can offer across our footprint now Now
in a location, take San Antoni o or Houston for example, where we have got
U-verse up or in areas where we expect to have U verse up shortly, we will focus
nore of our efforts there.

But in areas where it will be difficult to reach with U-verse or where it may
be a year or two before U-verse is available, we want to have a product now, and
Honezone is a terrific product for that. It gives you all the digital broadcast
stations; 12,000 titles of video on demand. It integrates in sone nice and
i nteresting ways with your AT&T Yahoo! portal. Allows you to access nusic you
have downl oaded. It allows you to access your picture library on your portal
and do it all through your TV set. So it is an interesting product. W have
rolled it out now across the footprint, and early results have been good, so we
are pleased with it.

CHRI' S LARSEN: Pricing has been one of the key drivers of the tel ecom
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out performance in '06. Wat are you seeing nowin terms of -- we can all see the
retail trends. \Wat are you seeing on the business side -- whether it is
enterprise, small business, wholesale -- in ternms of pricing? Have we seen any

changes over the last year? Has it gotten better, gotten worse on the margi n?

RICK LINDNER: | don't know if pricing has been a key of performance of this
year. Pricing continues to be, I think, very conpetitive. From our standpoint,
we have driven a lot of costs out of the business. W are noving to cost
structures that will enable us to be very, very conpetitive in the marketpl ace.
I think that is a key.

On the pricing front, | think you' re going to continue to see very
conpetitive nmarkets in every segrment. You are going to have four nationa
W rel ess conpani es conpeting as we do today. In consunmer on the wreline side,
you're going to have in every market two facilities based providers conpeting
head-t o- head.

By the way, in that regard, cable, for exanple, at this point or by the end
of this year, about 80% of the cable subscribers in our territory will have
access to voice services through their cable company. So the rollout there by
the end of this year is largely conplete. So active conpetition there.

The enterprise market, the business market, is always very conpetitive.

But | do think what you are seeing is a couple of factors occurring. One is
-- and this is inmportant. Wen you have facilities based conpetitors -- as
opposed to some of the nore artificial schenes we had earlier with UNE-P and
resal e arrangenments -- when you have facilities based conpetitors, those
conpetitors have to earn a return on those investnents over tinme. So that
creates attention in pricing and it creates attention with respect to the
financials and how all of that fits together with the investnments you' re making
to provide the services. So | think that helps to stabilize pricing somewhat.

You have got another factor, where in sone areas we are seeing expl odi ng
demand. W are seeing exploding demand for bandw dth, we're seeing expl odi ng
demand in our backbone networks to carry traffic. So, as supply and denmand start
to even up a little bit, it drives all conpanies -- it forces conpanies to a
little bit nore rational pricing environment.

But still at the end of the day, it is going to be very conpetitive on
pricing. As a result, driving to the best cost structure is extrenely inmportant.
That is where you see us taking lots of costs out of our business, deploying new
technol ogies. W are the first conmpany to deploy OC 768 in our backbone network,
whi ch brings us about a fourfold capacity increase there. So, you will continue
to see us drive towards a better cost structure.

| think, pricing, while it will be conpetitive, | think we're going to be
able to earn a return in that environnent.

CHRI S LARSEN: Rick, in your opening conrents you nentioned you have increased
confidence in the ability to drive double-digit earnings growh in the next
three years. If we | ook back to '06, one of the big drivers was the SBC AT&T
nmerger synergies. As we |look into '07 one of the big drivers will be the
Bel | Sout h AT&T nerger synergies. Plus, not to forget G ngular

But as we look into '08, what do you see as the big driver of that earnings
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growm h? At that point, have we returned in this industry to real top-line
growm h? Not 1% not just marginally better than | ast year, but are we really
tal ki ng about GDP or better top-line growh in '08?

RICK LINDNER: Chris, | think that is a key point. Wen we | ook at the
opportunities going forward in terns of earnings and cash flow, it really comnes
down to the things | tal ked about this norning.

First of all, don't forget wreless, because wireless is a big conponent of
this. Wen you are tal ki ng about going from35%nargins to margins that are in
the | ower 40s, over a $40 billion revenue stream which will nake up 35% of our

busi ness starting next year, that is a huge, incremental upside that we are
going to see over 2007 and 2008.

When you | ook to the AT&T nerger, we have nade really good progress w th AT&T
nerger synergies this year. W think we're going to have synergies this year in
the $900 million range for that nmerger. But keep in nmind, we are only one year
into it. We are going to have a full year of sone of the reductions we have nade
this year; we're going to have a full year of those benefits next year. So it is
going to increase substantially in 2007 and increnentally again in 2008.

Then, we put Bell South on top of it. We will have sonme synergies from
Bel | South in 2007, we think 4 to $600 mllion. But eventually, cost synergies in
Bel | South of over $2 billion. So again, you have got a |lot of upside there into
' 08.

But a key factor for us and what | think can really nake this into a home run
is using this wi ndow over the next couple of years to get back to and drive
top-line growmth. W will have, we believe, top-line growth next year on a pro
forma basis. But as we get into '08, and then we have the opportunity to get
enterprise, for exanple, back positive, that is a huge revenue stream for us;

$4.4 billion in revenues for us in enterprise last quarter. W get that back to
positive.

VWol esal e, we believe, will be by md next year when a |ot of the movenent of
traffic that is going on right now has settled down, wholesale will becone flat

to positive going forward fromabout md '0O7 on. So those are two | arge revenue
streans where we have got opportunities to nove the needle on revenues.

Then you put the video opportunity on top of it. | think we will see sone
i mpact fromvideo in 2007, but we will see a rmuch bigger inmpact as we nove into
2008.

So | think that is the key to it, Chris, is we have got to use this a w ndow
over the next year or two. W need to nake sone investnents on a very targeted
basis that will drive revenue growth for us as we get into 2008 and beyond.

CHRI' S LARSEN: W have got just a minute or two. Let nme open it up if there's
any questions in the audience. You are the guest; | will let you pick.

UNI DENTI FI ED AUDI ENCE MEMBER: How much do you worry about accel erating sub
| oss and accelerating price conpetition in the consuner area? | noticed in
Verizon regions, people that have switched to cable are just astounded at the
price savings. Verizon has cone back at sone of these people and said, hey, we
were just making really substantive m stakes on your bill; come back and we will
meke it like $30 a nonth cheaper
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A real problemin Verizon regions. My sense is that sub | osses are just going

to balloon. I think we have hit a tipping point. I'mjust interested in your
(i naudi bl e).

RI CK LI NDNER: We are not seeing that, | think, to that degree in our |oca
territories. It is not to say -- we are concerned about subscriber or custoner
loss in consuner. But as | said before, first of all, think about the trajectory
there. W have got three |arge cable conpanies that are involved selling voice
services in our territory -- Cox, Tinme Warner, Contast. Cox has been in the
voi ce market for some tinme. Time Warner rolled out their voice services in 2005.
Contast has been rolling out in 2006. So by the end of this year, we will have

cabl e conpetition pretty nuch fully rolled out in our territory. W will see a
little bit of incremental increase in 2007, but not nuch.

VWhat we are seeing in access line loss is we are starting to see access |line
loss in total kind of plateau. W will see how things nove forward. But as we
have foll owed kind of the trajectory of the cable conpanies that have entered
the voice market, the first year into the market they obviously had the
opportunity to nmake the nost in terns of penetration gains; and then it becones
nore difficult to further penetrate the market and it does start to level off a
little bit. I think that is some of what we are seeing right now CQur
expectati on would be in 2007 that we don't see a worsening access line |oss
situation.

In terns of pricing, what we are seeing is that our prices for bundles in the
mar ket pl ace are very conpetitive. In particular, over this next year, as we roll
out video services, our video services are priced for U-verse, for exanple,
pretty nmuch on top of where dish is, which gives us a little bit of a pricing
advant age there versus cable.

So what you see is, if you are a cable custonmer |ooking at our pricing,
you're going to say -- hey, | can save on the video portion. Cable, because of
the | arge video base, has priced tel ecomservices nore conpetitively; they
priced those lower. But their video services are higher

VWhen you put the whole bundles together, | think we are very conpetitive with
any of the cable conpanies in the nmarket. So the key for us is to get the video
product out there, get it out on a ubiquitous basis.

CHRIS LARSEN. Rick, if I let this go on we're going to actually back up the

rest of the day. So, | apologize, but we're going to cut the Q%A there. | want
to thank you for the time you spent here. Everybody el se, the rest of the
neetings will begin upstairs. W have got another neeting that begins in about

three m nutes upstairs. Thanks a lot, Rick
Rl CK LI NDNER: Thank you, Chris.

[ Thomson Financial reserves the right to make changes to docunents, content,
or other information on this web site wi thout obligation to notify any person of
such changes.

In the conference calls upon which Event Transcripts are based, conpani es may
make projections or other forward-I|ooking statenents regarding a variety of
items. Such forward-1ooking statenents are based upon current expectations and
i nvol ve risks and uncertainties. Actual results may differ materially fromthose
stated in any forward-|ooking statenent based on a nunber of inportant factors
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and risks, which are nore specifically identified in the conpanies' nost recent
SEC filings. Although the conpanies may indicate and believe that the
assunptions underlying the forward-1ooking statements are reasonable, any of the
assunptions could prove inaccurate or incorrect and, therefore, there can be no
assurance that the results contenplated in the forward-I|ooking statements will
be realized

THE | NFORMATI ON CONTAI NED | N EVENT TRANSCRI PTS |'S A TEXTUAL REPRESENTATI ON OF
THE APPLI CABLE COVPANY' S CONFERENCE CALL AND WHI LE EFFORTS ARE MADE TO PROVI DE
AN ACCURATE TRANSCRI PTI ON, THERE MAY BE MATERI AL ERRORS, OM SSIONS, OR
| NACCURACI ES | N THE REPORTI NG OF THE SUBSTANCE OF THE CONFERENCE CALLS. IN NO
WAY DOES THOMBON FI NANCI AL OR THE APPLI CABLE COVPANY OR THE APPLI CABLE COVPANY
ASSUME ANY RESPONSI BI LI TY FOR ANY | NVESTMENT OR OTHER DECI SI ONS MADE BASED UPON
THE | NFORMATI ON PROVI DED ON TH'S WEB SI TE OR | N ANY EVENT TRANSCRI PT. USERS ARE
ADVI SED TO REVI EW THE APPLI CABLE COVPANY' S CONFERENCE CALL | TSELF AND THE
APPLI CABLE COMPANY' S SEC FI LI NGS BEFORE MAKI NG ANY | NVESTMENT OR OTHER
DECI SI ONS. ]

LOAD- DATE: Decenber 13, 2006





