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1. Please reference the Joint Applicants’ response to the Attorney General’s
Initial Data Request at 1.a., Bates stamped page 000001.

a. Have the Joint Applicants publicly stated that workforce reductions
[BEGIN CONFIDENTIAL] will not occur to a greater extent than
normal attrition? [END CONFIDENTIAL]

b. Regardless of the answer to subpart a., please provide the following
information relative to the [BEGIN CONFIDENTIAL] 2,847
employees who will be reduced [END CONFIDENTIAL] as stated in
the document:

(i) Total number of positions;
(ii) The titles;
(iii) Job duties; and
(iv) Location.
This breakdown should show total reduction as it related to
Kentucky.

HIGHLY CONFIDENTIAL RESPONSE TO DATA REQUEST 1:

1a. The Joint Applicants have stated that headcount reductions can be
achieved in large part through attrition. The Joint Applicants cannot
guarantee that there will be no involuntary headcount reductions as a
result of the proposed transaction.

b. The analysis referred to in this Request included an estimate of job
functions that may be eliminated across AT&T Inc, BellSouth, and
Cingular Wireless after the closing of the merger. That analysis and
the resulting estimate were necessarily preliminary and are subject to
further review and revision. Moreover, the analysis was performed at
a national level without regard for the specific job titles that may be
eliminated, which company the job reductions may come from, and
which states the job reductions may come from. Accordingly, there
are no Kentucky-specific figures that can be provided.

(i) As previously stated, Joint Applicants estimate that
approximately 2,847 positions will be eliminated within the
first 12 months following the close of the transaction.

(ii) Joint Applicants do not have information regarding the
specific job titles of positions that may be eliminated.
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(iii) The preliminary estimate of 2847 positions that would be
eliminated within 12 months was based on eliminating the
following numbers of positions on a nationwide basis
across AT&T Inc., BellSouth, and Cingular Wireless. As
noted above, this estimate is preliminary and subject to
further review and revision.

Executive 8
Finance 130
Human Resources 123
Legal 48
External Affairs 39
Corporate Communications 16
Other Corporate 45
Total Corporate 409

Enterprise Business Services 310
Small/Medium Business 38
Wholesale 142
Consumer 155
Network Staff & Support 1,077
IT 111
Product Development 405
Other Operations 200
Total Operations 2,438

Total 2,847

(iv) As noted above, this analysis is preliminary and was done
at a national level and, therefore, no state-specific
information was prepared or is available.

WITNESS: Kahan
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2. Please reference the Joint Applicants’ Response to the Attorney General’s
Initial Data Request at Number 37, Bates stamped page 000006. Please explain what the
Joint Applicants mean when they state, [BEGIN CONFIDENTIAL] “current Bush
administration continues to be constructive to telecom M&A.” [END
CONFIDENTIAL]

HIGHLY CONFIDENTIAL RESPONSE TO DATA REQUEST 2:

2. The referenced document was created by Lehman Brothers, the global
financial advisory firm, and not by the Joint Applicants. The views and opinions
expressed in the referenced document are solely those of Lehman Brothers. Joint
Applicants are not in a position to state what Lehman Brothers meant by the statement.
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3. Please reference the Joint Applicants’ Response to the Attorney General’s
Initial Data Request at Number 37, Bates stamped page 000006. Please explain your
understanding of the phrase occurring in the last bullet wherein it is stated, [BEGIN
CONFIDENTIAL] “also manageable from a ratings perspective.” [END
CONFIDENITAL]

HIGHLY CONFIDENTIAL RESPONSE TO DATA REQUEST 3:

3. The referenced document was created by Lehman Brothers, the global
financial advisory firm, and not by the Joint Applicants. The views and opinions
expressed in the referenced document are solely those of Lehman Brothers. Joint
Applicants are not in a position to state what Lehman Brothers meant by the statement.
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4. Please reference the Joint Applicants’ Response to the Attorney General’s
Initial Data Request at Number 37, Bates stamped page 000007. Please explain what the
ramifications would be on the possibility [BEGIN CONFIDENTIAL] of reforming the
Morris Trust rules to limit their application to “highly leveraged” spin/merge situations.
[END CONFIDENTIAL]

HIGHLY CONFIDENTIAL RESPONSE TO DATA REQUEST 4:

4. The referenced document was created by Lehman Brothers, the global
financial advisory firm, and not by the Joint Applicants. The views and opinions
expressed in the referenced document are solely those of Lehman Brothers. Joint
Applicants are not in a position to state what Lehman Brothers meant by the comment.
While AT&T cannot speak to the Lehman presentations, we can state that the discussion
of a highly leveraged spin/merger situation has no relevance to the structure of the
AT&T/BellSouth transaction.
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5. Please reference the Joint Applicants’ Response to the Attorney General’s
Initial Data Request at Number 37, Bates stamped page 000009. After the second bullet,
please explain, in detail, [BEGIN CONFIDENTIAL] the “complex governance of
public reporting issues” that would be avoided. [END CONFIDENTIAL]

HIGHLY CONFIDENTIAL RESPONSE TO DATA REQUEST 5:

5. The referenced document was created by Lehman Brothers, the global
financial advisory firm, and not by the Joint Applicants. The views and opinions
expressed in the referenced document are solely those of Lehman Brothers. Joint
Applicants are not in a position to state what Lehman Brothers meant by the statement
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6. Please reference the Joint Applicants’ Response to the Attorney General’s
Initial Data Request at Number 37, Bates stamped page 000010. Please explain what is
meant at the last bullet wherein Joint Applicants state [BEGIN CONFIDENTIAL] “next
six months may be sweet spot for effecting a transaction given AT&T, BellSouth and
regulatory issues appear particularly well aligned.” [END CONFIDENTIAL]

HIGHLY CONFIDENTIAL RESPONSE TO DATA REQUEST 6:

6. The referenced document was created by Lehman Brothers, the global
financial advisory firm, and not by the Joint Applicants. The views and opinions
expressed in the referenced document are solely those of Lehman Brothers. Joint
Applicants are not in a position to state what Lehman Brothers meant by the statement
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7. Please reference the Joint Applicants’ Response to the Attorney General’s
Initial Data Request at Number 37, Bates stamped page 000042. Please reference the line
[BEGIN CONFIDENTIAL] “customers with bundles 68%.” [END
CONFIDENTIAL] Are these [BEGIN CONFIDENTIAL] “bundles” [END
CONFIDENTIAL] packages as defined in House Bill 337, which was signed into law
during the 2005 Regular Session of the Kentucky General Assembly? If not, please
explain the difference between [BEGIN CONFIDENTIAL] bundle [END
CONFIDENTIAL] and package, the latter as used in HB 337 (for which BellSouth
heavily lobbied.)

HIGHLY CONFIDENTIAL RESPONSE TO DATA REQUEST 7:

7. The term “bundle” as used in Bates stamped 000042 refers to a residential
customer who buys a local voice line from AT&T plus one or more of the following
services: long distance, DSL, Cingular joint billing, or AT&T Dish video service. The
term was not intended to be synonymous with the definition of “package” as used in HB
337. A “package” is defined in HB 337 as “combinations of retail products or services
offered whether at a single price or with the availability of the price for one product or
service contingent on the purchase of others.”

WITNESSES: Kahan, Roberts
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8. Please reference the Joint Applicants’ Response to the Attorney General’s
Initial Data Request at Number 37, Bates stamped page 000044. Please reference the
total force reduction of [BEGIN CONFIDENTIAL] “26K total reduction over three
years.” [END CONFIDENTIAL]

a. Is this number inclusive of the total listed in the Joint Applicants’
Response to the Attorney General’s Initial Data Request at 1.a.? If
not, please explain.

b. What is the total anticipated workforce reduction as a consequence
of this application?

c. What is the total anticipated workforce reduction as a consequence
of both mergers combined?

HIGHLY CONFIDENTIAL RESPONSE TO DATA REQUEST 8:

8a. No. The referenced page reflects the operating projections of AT&T
Inc. prior to the announced proposed merger with BellSouth, and
therefore excludes the total listed in response to Initial Data Request
1.a. The figure referenced in this Request reflects estimated total
headcount reduction over a three-year period for the combined SBC
Communications (“SBC”) and AT&T Corp. as a result of ongoing
operating efficiencies projects and the SBC/AT&T Corp. merger that
resulted in the creation of AT&T Inc.

b. The estimated headcount reduction resulting from this proposed
merger is approximately 10,000 over a three-year period. That figure
reflects reductions globally across all three companies (AT&T Inc.,
BellSouth, and Cingular Wireless).

c. In addition to the figures noted above, SBC disclosed during investor
presentations in early 2005 that approximately 13,000 redundant
positions would be eliminated as a result of the SBC/AT&T Corp.
merger.

WITNESS: Kahan
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9. Please reference the Joint Applicants’ Response to the Attorney General’s
Initial Data Request at Number 37, Bates stamped page 000062. What is meant by
[BEGIN CONFIDENTIAL] “other best practices” [END CONFIDENTIAL] at the
bottom of the page?

HIGHLY CONFIDENTIAL RESPONSE TO DATA REQUEST 9:

9. “Other best practices” refers to cost-reduction synergies gained not from
the elimination of headcount or specific costs, but rather from collaboration with
colleagues from other companies (in this case, for AT&T personnel, with BellSouth
colleagues) to share methods and procedures that result in learning new means to create
efficiencies in operations.

WITNESS: Kahan
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10. Please reference the Joint Applicants’ Response to the Attorney General’s
Initial Data Request at Number 37, Bates stamped page 000361. Please reference the
first bullet at [BEGIN CONFIDENTIAL] “Consumer Services.” [END
CONFIDENTIAL] Will there be any reduction in Kentucky’s workforce as associated
with the number listed therein? If so, please provide:

(i) The number of employees;
(ii) Their positions;
(iii) Their titles;
(iv) Job duties; and
(v) Locations.

HIGHLY CONFIDENTIAL RESPONSE TO DATA REQUEST 10:

10. As described above in response to Supplemental Data Request 1, the
workforce reduction estimates that have been done are at a national level. Accordingly,
no state-specific information was prepared or is available.

WITNESS: Kahan
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11. Please reference the Joint Applicants’ Response to the Attorney General’s
Initial Data Request at Number 37, Bates stamped page 000391. Will any of the noted
reductions occur in Kentucky? If so, please provide:

(i) The number of employees;
(ii) Their positions;
(iii) Their titles;
(iv) Job duties; and
(v) Locations.

HIGHLY CONFIDENTIAL RESPONSE TO DATA REQUEST 11:

11. As described above in response to Supplemental Data Request 1, the
workforce reduction estimates that have been done are at a national level. Accordingly,
no state-specific information was prepared or is available.

WITNESS: Kahan
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12. Please reference the Joint Applicants’ Response to the Attorney General’s
Initial Data Request at Number 37, Bates stamped page 000430. Why are no federal
governmental agencies listed therein, at least in the opinion of the Joint Applicants?

HIGHLY CONFIDENTIAL RESPONSE TO DATA REQUEST 12:

12. Federal governmental agencies are not listed at the referenced pages
because they are listed at Bates page 000429 under the heading “Regulatory Approvals.”
The entities listed at Bates page 00430 are non-governmental entities that might oppose
the merger.

WITNESS: Kahan
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13. Please reference the Joint Applicants’ Response to the Attorney General’s
Initial Data Request at Number 37, Bates stamped page 000465. The following quote
appears, [BEGIN CONFIDENTIAL] “over a period of 2-3 years we believe we could
eliminate about 10,000 additional positions . . . these are over and above the initiatives
that the companies would likely achieve on a stand alone basis.” Does this not mean that
the workforce reduction will be greater than assumed attrition? [END
CONFIDENTIAL]

HIGHLY CONFIDENTIAL RESPONSE TO DATA REQUEST 13:

13. The referenced quotation at Bates page 000465 was intended to clarify
that the estimated 10,000 headcount reductions that will occur on a global basis as a
result of the AT&T/BellSouth merger are exclusive of the headcount reductions being
implemented as a result of (a) continued access line losses at AT&T and BellSouth which
require each company on their own, pre-merger, to reduce headcount in an effort to
reduce costs and remain competitive; and (b) the SBC/AT&T merger.

As Joint Applicants explained in response to the Attorney General’s Initial Data
Request 1, legacy SBC and BellSouth combined lose over 21,000 employees per year
through normal attrition. Normally, the companies would fill a significant portion of
these positions. However, to minimize the number of involuntary headcount reductions
resulting from the proposed merger, each company has put in place a hiring freeze.

WITNESS: Kahan
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14. Please reference the Joint Applicants’ Response to the Attorney General’s
Initial Data Request at Number 37, Bates stamped page 000611. Please reference the
paragraph which begins, [BEGIN CONFIDENTIAL] “Now, some states have given us
the flexibility to adjust basic local service prices . . .” [END CONFIDENTIAL] Would
the Joint Applicants agree not to raise basic local service in the Commonwealth of
Kentucky for a specific period of time, such as three years, as a condition for the approval
of this application?

HIGHLY CONFIDENTIAL RESPONSE TO DATA REQUEST 14:

14. As Joint Applicants explained in response to the Attorney General’s Initial
Data Request 35, no conditions are appropriate or necessary in the context of this
transaction. Joint Applicants incorporate that response by reference here. Joint
Applicants further note that, as a result of Kentucky law HB 337, basic local rates will
already be capped for five years following election by BellSouth Telecommunications,
Inc. after the effective date of the law, July 12, 2006.

WITNESSES: Kahan (as to why conditions are not appropriate), Roberts (as to
HB 337)
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15. In the event that the Attorney General agrees to enter a settlement with
Joint Applicants in the instant proceeding [note: this should not be construed as an
indication of any intent on the part of the Attorney General to enter any settlement
agreement], would Joint Applicants agree, as a condition to any such potential settlement,
to settle any and all outstanding issues pending in Kentucky PSC Case No. 2005-00186?

RESPONSE:

15. Joint Applicants are always willing to discuss settlement of pending cases
on mutually agreeable terms. Joint Applicants would have to evaluate any specific
settlement offer, however, before they could agree to it. Without reviewing a proposal as
to the terms under which the Attorney General would settle the referenced case, Joint
Applicants cannot say whether they would be willing to agree to settle that case.

WITNESS: Roberts


