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October 18, 2012

By E-Mail

Employee Benefits Security Administration
Office of Exemption Determination

U.S. Department of Labor

Room N-5700

200 Constitution Avenue NW.

Washington, DC 20210

e-OED@dol.gov

Attn: Jan Broady — broadyj@dol.gov
cc: Warren Blinder — blinder.warren@dol.gov

Re: Request for Individual Exemption on Behalf of AT&T Inc.

Dear Jan:

Attached is the request for an individual exemption on behalf of AT&T Inc. pursuant to U.S.
Department of Labor Regulations issued at 29 CFR § 2570.30 ef seq. As we have discussed, the
date of an e-mail submission of an exemption request is the effective date of the filing and,
therefore, the effective date of this filing is today, October 18, 2012. Pursuant to 29 CFR §
2570.36, a paper copy of the application will be hand delivered to the Department tomorrow.

We appreciate your assistance in this matter. If you have any questions, please contact Bob
Ferencz at (312) 853-7682 or Beth Dickstein of Sidley Austin LLP at (312) 853-6093, both of
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whom have authority to address any questions from the Department regarding this exemption
application.

Very truly yours,

Gt (). Digrd—

Beth J. Dickstein

Attachments

cc: T. Giltner
(w/o attachments)
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October 18, 2012

Employee Benefits Security Administration
Office of Exemption Determination

U.S. Department of Labor

Room N-5700

200 Constitution Avenue NW.

Washington, DC 20210

e-OED@dol.gov

Re:  Request for Individual Exemption on Behalf of AT&T Inc.

Dear Sir or Madam:

Pursuant to U.S. Department of Labor (the “Department”) Regulations issued at 29 CFR §
2570.30 et seq., AT&T Inc. respectfully requests an exemption from the prohibited transaction
provisions of sections 406(a)(1)(A), 406(a)(1)(E), 406(a)(2), 406(b)(1) and 407(a) of the
Employee Retirement Income Security Act of 1974, as amended (“ERISA”), and the parallel
provisions of section 4975 of the Internal Revenue Code of 1986, as amended (the “Code™), for
an in-kind contribution of 320 million Series A Cumulative Perpetual Preferred Membership
Interests of AT&T Mobility II LLC to the SBC Master Pension Trust, which holds assets of two
U.S. defined benefit pension plans maintained by AT&T Inc. and its affiliates, and certain related
transactions.

Below is a description of the transactions and requested exemption, as well as the information
supporting the request, as required under U.S. Department of Labor Regulation § 2570.34 and §
2570.35. As explained in more detail below, the approval of this request will help AT&T Inc.
enhance the long term financial viability of its pension plans that benefit over 600,000
employees, retirees, and beneficiaries. Further, the requested exemption is administratively
feasible, in the interests of plan participants and beneficiaries and protective of their rights, as
required by section 408(a) of ERISA.

Sidley Austin LLP is a limited liability partnership practicing in affitiation with other Sidiey Austin partnerships.
CH]1 5883913v.23
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L INFORMATION PROVIDED PURSUANT TO 29 CFR § 2570.34

A.

Name of Applicant (29 CFR § 2570.34(a)(1)):

This application is submitted on behalf of AT&T Inc. and its affiliated parties in

interest described below (collectively, “AT&T”).

B.

Detailed Description of the Exemption Transactions and the Parties in
Interest for Whom an Exemption is Requested (29 CFR § 2570.34(a)(2)):

1. Description of Parties in Interest for Whom an Exemption is Requested:

(a) AT&T Inc.

AT&T Inc., formerly known as SBC Communications Inc., is a holding
company incorporated under the laws of the State of Delaware in 1983 that has its
principal executive offices at 208 S. Akard St., Dallas, Texas, 75202 (telephone
number 210-821-4105). AT&T, with a market capitalization in excess of $200
billion, is a leading provider of telecommunications services in the United States
and internationally. AT&T is ranked number 11 on Fortune Magazine’s 2012 list
of the 500 largest corporations in America. AT&T offers its 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 AT&T offers vary by market, and include: wireless
communications, local exchange services, long-distance services, data/broadband
and Internet services, video services, tele-communications equipment, managed
networking and wholesale services.

AT&T’s wireless business (“AT&T Mobility”) is the fastest growing part
of AT&T’s business. AT&T Mobility earned operating revenues totaling $63.212
billion and income totaling $15.278 billion in the year ended December 31, 2011.
During the same year, AT&T’s total revenue was $126.723 billion and its cash
from operating activities was $34.6 billion. Revenue from wireless data increased
from $4.3 billion in 2006 to $22 billion in 2011. The continued financial success
of AT&T, anchored by the growth of AT&T Mobility which accounted for
approximately 50% of the total operating revenue for all of AT&T’s business
segments, has allowed AT&T to pay $10.2 billion in dividends to shareholders in
2011 which was the 28" consecutive year of annual dividend increases for AT&T.
At the same time, AT&T has invested a significant amount of capital into
operations and assets in order to ensure its continued growth. From 2007 through
2011, AT&T has invested more capital into the U.S. economy than any other
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public company, totaling more than $115 billion, including acquiring spectrum
and other assets that enhance its wireless and wired networks. In 2011, more than
$20 billion was invested into AT&T’s and AT&T Mobility’s networks.

(b)  AT&T Mobility 1 LLC

AT&T Mobility II LLC (the “Issuer”), an indirect wholly-owned
subsidiary of AT&T Inc., is a Delaware limited liability company that has its
principal executive offices at 1025 Lenox Park Blvd, NE, Atlanta, GA, 30319.
The Issuer provides the wireless services marketed under AT&T’s name and is
one of the largest wireless telecommunications providers in the United States.
The Issuer serves approximately 103 million mobile users over a nationwide
network that spans all major metropolitan areas, and is the single most profitable,
financially strong and fastest growing business segment in AT&T’s affiliated

group.

2. Description of Exemption Transactions

AT&T Inc. proposes to make an in-kind contribution (the “Contribution™)
of 320 million Series A Cumulative Perpetual Preferred Membership Interests of
the Issuer, a newly-created class of membership interests (the “Preferred
Interests™), to the SBC Master Pension Trust (the “Trust™). The Trust holds assets
of the AT&T Pension Benefit Plan and the AT&T Puerto Rico Pension Benefit
Plan (collectively, the “Plans™). The Issuer will be recapitalized by amending its
governing documents to provide for an additional class of equity consisting of the
Preferred Interests. The Preferred Interests will be issued by the Issuer to AT&T
Inc. and then contributed by AT&T Inc. to the Trust. Brock Fiduciary Services,
LLC (the “Independent Fiduciary”) has been engaged to serve as independent
fiduciary, appraiser and investment manager with respect to the transactions
covered by the exemption being requested. The Independent Fiduciary is well
qualified to provide such services, as described in Section I.B.2.(c) below and in
its valuation report, attached as Exhibit B.

The Contribution will be made as soon as practicable after the exemption
is granted. Below is a description of the Preferred Interests and a Contribution
Agreement that will set forth the terms of the Contribution.

(a) Description of the Preferred Interests. The Preferred Interests will
be a newly created class of preferred membership interests, 100% of which will
be contributed and owned by the Trust upon the grant by the Department of the
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exemption requested herein. Currently, the only membership interests issued by
the Issuer are common membership interests, all of which are held by AT&T.

(1)  Liquidation Value. In the event of any voluntary or
involuntary liquidation, dissolution or winding up of the affairs of the
Issuer, then, before any distribution or payment will be made to the
holders of any other class or series of equity interests, the holders of the
Preferred Interests will be entitled to $25.00 per Preferred Interest (i.e., $8
billion in the aggregate) plus any accrued and unpaid distributions.

) Senior Rank. The Preferred Interests will rank senior to
any other class or series of equity interests in the Issuer, now in existence
or created in the future, in respect of the right to receive distributions and
the right to receive payments or distributions out of the assets of the Issuer
upon voluntary or involuntary liquidation, dissolution or winding up of the
Issuer. Therefore, in the unlikely event of any voluntary or involuntary
liquidation, dissolution or winding up of the affairs of the Issuer, the Trust,
as the holder of the Preferred Interests, will be entitled to receive the
liquidation value of the Preferred Interests and any accrued cumulative but
unpaid distributions, before any liquidating distribution or payment is
made to the holders of any other class of equity interests of the Issuer.

3) Fair Market Value. The fair market value of a Preferred
Interest at any point in time is determined by the Independent Fiduciary in
its sole discretion based primarily on the net present value of the expected
distributions (described below) and Option Price (defined below) using a
discount rate that reflects the assumed term as of the valuation date and an
appropriate discount for the non-public nature of the Preferred Interests.
The Independent Fiduciary is an investment adviser registered under the
Investment Advisers Act of 1940, as amended. The Independent Fiduciary
has extensive experience as an appraiser of non-publicly traded securities,
including securities of the same type as the Preferred Interests. The
Independent Fiduciary serves in a similar capacity in other material
transactions that have received exemptions, including the Chrysler Group
LLC notes and common shares and the General Motors Company
common stock, preferred stock, and warrants contributed by those
companies to the UAW Retiree Medical Benefits Trust. The combined
value of the employer securities held in the UAW Retiree Medical
Benefits Trust for which Brock is the independent fiduciary is
approximately $20 billion. It is currently estimated by the Independent
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Fiduciary, as independent fiduciary and qualified independent appraiser,
that at the time of the Contribution (the “Contribution Date”), the
Preferred Interests would have a fair market value of approximately $9.5
billion. The Independent Fiduciary’s valuation report for the Preferred
Interests is attached as part of Exhibit B. The Independent Fiduciary will
re-value the Preferred Interests immediately prior to the Contribution
Date using the methodology set forth in such valuation report (absent
extraordinary circumstances). The Independent Fiduciary will value the
Preferred Interests on a quarterly basis after the Contribution Date, using
the methodology set forth in such valuation report (absent extraordinary
circumstances).

(4)  Distributions. The Preferred Interests will accrue, pursuant
to the Third Amended and Restated Limited Liability Company
Agreement of AT&T Mobility I[I LLC (the “LLC Agreement”),
cumulative distributions of $1.75 per Preferred Interest per annum,
payable quarterly upon declaration by the Issuer. At any time when
distributions on any outstanding Preferred Interests are in arrears for
purposes of the LLC Agreement: (i) the Issuer will not be permitted to
make any transfer of cash to AT&T Inc. or any other member of the
Issuer, whether pursuant to a loan, equity distribution or any other
arrangement, and (ii) AT&T Inc. will not be permitted to declare any
dividends on or make any repurchases of its common stock. Itisin AT&T
Inc.’s financial interest to, and AT&T intends to exercise its ownership
rights in the Issuer to cause the Issuer to pay the fixed distribution on the
Preferred Interests each quarter.

(5)  Liquidity. The Contribution will enhance the liquidity of
the Trust’s investment portfolio. First, the distributions described above
would generate an expected annual cash flow of $560 million, a return not
available in today’s financial market. Such cash flow is in excess of the
estimated 2013 minimum required contribution for AT&T (approximately
$300 million) and would reduce the Trust’s need to liquidate other
investments to provide for benefit payments. In this connection, the
Trust’s investment portfolio currently includes approximately $33 billion
(out of total assets of approximately $46 billion) of highly liquid, publicly
traded assets, enough to support approximately eight years of expected
benefit payments, even assuming the Trust earned nothing on its assets,
received no additional contributions and received none of the distributions
described above. In fact, the Trust’s investment returns were
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approximately 5% in 2011, 14% in 2010 and 15% in 2009. Second,
adding the Preferred Interests to the Trust’s portfolio provides an attractive
element of stability in a highly volatile market environment because of its
fixed liquidation value, described above. Third, the Preferred Interests
will be transferrable to AT&T Inc. pursuant to the exercise of Put and Call
Options described below (or transferrable to the “Purchaser”, as defined
below, in the case of the Call Option). The Trust’s investment portfolio
will be adjusted, to the extent prudent, to reflect that the Trust’s allocation
to equity securities will include the Preferred Interests.

(6)  Voting Rights. The Preferred Interests are non-voting and
do not provide for participation in the management of the Issuer.

(b) Description of the Contribution Agreement. The Preferred

Interests, by their terms, are transferable, as described below, upon exercise of the
Call Option or the Put Option described below. The Contribution Agreement,
attached as part of Exhibit D, will contain the following provisions:

(1)  Option Price. The price for each Preferred Interest
(“Option Price”) in the event of an exercise of a Call Option or a Put
Option (defined below) will be defined as the greater of (i) the fair market
value of the Preferred Interest, determined by the Independent Fiduciary
as of the last day of the calendar quarter preceding the date of notice of
exercise of a Call Option or Put Option, as the case may be, or, for the
portion of Preferred Interests that cannot be purchased due to the
limitations described in paragraph (3) below, the fair market value of the
Preferred Interest, determined by the Independent Fiduciary as of the last
day of the calendar quarter immediately preceding the date such portion of
the Preferred Interest is actually purchased by AT&T Inc., and (ii) the sum
of (a) $25.00 (i.e., $8 billion in the aggregate) plus (b) any accrued and
unpaid distributions.

2) Call Option. AT&T Inc. and its wholly-owned, direct or
indirect, affiliates and the Issuer (individually or collectively, the
“Purchaser”) will have the right to purchase from the Trust all or any
portion of the Preferred Interests (the “Call Option”), at a price per
Preferred Interest equal to the Option Price, at any time and from time to
time (i) during the 12 month period following the date AT&T Inc. issues
an annual report reflecting the fully funded status of the Plans (on a GAAP
basis), (ii) on or after a “Change of Control” of the Issuer as described
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below (and subject to the additional terms described below) or (iii) on or
after the fifth anniversary of the Contribution Date. The Call Option will
be exercisable upon 30 days’ prior written notice by the Purchaser.

(3)  Put Option. The Trust will have the right to require AT&T
Inc. to purchase the Preferred Interests (the “Put Option™), at a price per
Preferred Interest equal to the Option Price, at any time and from time to
time on or after the earlier of (i) the first date that the Issuer’s debt-to-
total-capitalization ratio (defined below) exceeds that of AT&T Inc., (ii) a
“Change of Control” of the Issuer as described below (and subject to the
additional terms described below) or (iii) the seventh anniversary of the
Contribution Date; provided, however, that except in the event of a
Change of Control of the Issuer, AT&T Inc. will not be required to
purchase more than 106,666,667 Preferred Interests in any 12 month
period. The Issuer’s “debt-to-total-capitalization ratio” means the sum of
the Issuer’s debt maturing within one year and long-term debt (both taken
directly from the Issuer’s most recently prepared US GAAP balance sheet)
divided by the sum of the Issuer’s debt maturing within one year, long-
term debt and total members’ equity including outstanding Preferred
Interests (all taken directly from the Issuer’s most recently prepared US
GAAP balance sheet), and AT&T Inc.’s “debt-to-total-capitalization ratio”
means the sum of AT&T Inc.’s debt maturing within one year and long-
term debt (both taken directly from AT&T Inc.’s most recently prepared
US GAAP balance sheet) divided by the sum of AT&T Inc.’s debt
maturing within one year, long-term debt and total shareholders’ equity
(all taken directly from AT&T Inc.’s most recently prepared US GAAP
balance sheet). Upon the Independent Fiduciary’s reasonable request, as
of the end of any calendar quarter, but not more frequently than twice in
any calendar year, AT&T Inc. will, within forty-five (45) calendar days
after the end of such calendar quarter, certify as to whether the Issuer’s
debt-to-total-capitalization ratio exceeds that of AT&T Inc. The Put
Option will be exercisable by the Independent Fiduciary on behalf of the
Trust upon 60 days’ prior written notice to AT&T Inc. The obligation to
purchase the Preferred Interests upon exercise of the Put Option may be
consummated by any Purchaser.

@ Change of Control Provision. Upon the occurrence of any
Change of Control (as defined below), AT&T Inc. may exercise or assign
its Call Option to the Issuer or any successor owner of 50% or more of the
capital or profits interest (or equity) of the Issuer (exclusive of the
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Preferred Interests). If the Call Option is not exercised upon a Change of
Control, the parties will negotiate in good faith to determine appropriate
treatment of the Preferred Interests, which will be subject to the approval
of the Independent Fiduciary in its sole discretion. If no agreement can be
reached within 60 days of the Change of Control, the Put Option will
become immediately exercisable in full, thereby giving the Independent
Fiduciary the right to require AT&T Inc. to purchase all or any portion of
the Preferred Interests at the Option Price, except that (i) the limitation on
the number of Preferred Interests that AT&T Inc. may be required to
purchase in any twelve month period as described above will not apply
and (ii) AT&T Inc. will have a period of up to one year to pay the Option
Price. “Change of Control” will mean either (A) the occurrence of any
merger, reorganization or other transaction that results in AT&T Inc.,
directly or indirectly, owning less than fifty percent of the capital or
profits interests (where the Issuer remains taxable as a partnership), or
equity (if the Issuer becomes taxable as a corporation), of the Issuer
(exclusive of the Preferred Interests) or (B) a transfer of fifty percent or
more of the Plan liabilities and the Trust’s assets to an entity not under
common control with AT&T Inc.

&) Settlement. At the sole election of AT&T Inc., or other
Purchaser, as the case may be, payment of the Option Price may be made
in (i) fully paid and non-assessable shares of AT&T Inc. common stock
(“AT&T Shares”), (ii) cash, or (iii) a combination of AT&T Shares and
cash. Any AT&T Shares delivered to pay all or a portion of the Option
Price will be valued for the purpose of determining the number of AT&T
Shares to be delivered to satisfy the Option Price described above, at the
average closing price of the 20 trading days preceding the date of notice of
exercise (or, in the case of a delayed payment pursuant to the twelve
month payment period described in Section 1.B.2.(b)(4) above in
connection with a Change of Control, the 20 trading days preceding the
date of payment). AT&T Inc. and the Trust will execute and deliver a
Registration Rights Agreement in substantially the form attached as part of
Exhibit D.

Notwithstanding anything herein to the contrary, in no event will
AT&T Inc. or other Purchaser, as the case may be, be required to deliver
more than 250 million AT&T Shares (the “Capped Number”) to the Trust
in settlement of the Option Price for the Preferred Interests; provided,
however, AT&T Inc. may, in its discretion, deliver more than the Capped
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Number of AT&T Shares. The Capped Number is equal to or less than
the number of authorized but unissued AT&T Shares that are not reserved
for future issuance on the date of determination of the Capped Number
(which, for the avoidance of doubt, is [the date of execution], 2013). In
the event AT&T Inc., through delivery of the Capped Number of AT&T
Shares and AT&T Shares in addition to the Capped Number of AT&T
Shares, if any, will not have delivered the full number of AT&T Shares
otherwise deliverable in settlement of the Option Price for the Preferred
Interests, AT&T Inc. will use its best efforts to authorize and deliver
additional AT&T Shares. AT&T Inc. may elect, solely at its option, to
settle the Option Price, in whole or in part, by delivering cash. In the
event of a merger, reorganization, consolidation, recapitalization,
separation, split-up, liquidation, share combination, stock split, stock
dividend, or other change in the corporate structure of AT&T Inc.
affecting the AT&T Shares (including a conversion of the AT&T Shares
into cash or other property), an adjustment may be made in the number
and class of shares that may be delivered in settlement of the Option Price
for the Preferred Interests, as determined by AT&T Inc. to prevent dilution
with respect to the Capped Number and reflect such changes in corporate
structure (e.g. substitution of successor shares). In the event AT&T Inc.,
through delivery of the Capped Number of AT&T Shares and AT&T
Shares in addition to the Capped Number of AT&T Shares, if any, will not
have delivered the full number of AT&T Shares otherwise deliverable in
settlement of the Option Price for the Preferred Interests (resulting in a
shortfall), the Preferred Interests for which neither AT&T Shares nor cash
have been delivered will remain outstanding, in accordance with their
terms.

(©) The Independent Fiduciary.

The Independent Fiduciary has been appointed by AT&T Services, Inc.

(an affiliate of AT&T Inc.), the Plans’ named fiduciary, as an independent
fiduciary and appraiser for the Plans and the Plans’ participants and beneficiaries.
The Independent Fiduciary is (i) independent of and unrelated to AT&T, and (ii)
appointed to act pursuant to an Independent Fiduciary Agreement dated May 1,
2012, attached as part of Exhibit D on behalf of the Plans with respect to the
Contribution and will be appointed under an Investment Management Agreement
(“IMA”) attached hereto as part of Exhibit D with respect to the holding,
management and disposition of the Preferred Interests. The Independent
Fiduciary does not directly or indirectly control, is not controlled by, and is not
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under common control with AT&T. In addition, the Independent Fiduciary does
not directly or indirectly receive any compensation or other consideration from
AT&T. The Independent Fiduciary’s fees and expenses as Independent Fiduciary
will be paid by the Plans, although for convenience, AT&T may from time to time
pay the Independent Fiduciary’s fees and expenses and receive reimbursement
from the Plans to the extent permitted by law. The Independent Fiduciary’s
compensation for its services is not contingent upon or in any way affected by the
Independent Fiduciary’s decisions. The Independent Fiduciary has not previously
provided services to AT&T.

The Independent Fiduciary is an investment adviser registered under the
Investment Advisers Act of 1940, as amended. The Independent Fiduciary is a
wholly owned subsidiary of Brock Capital Group. The Independent Fiduciary
currently manages, as independent employee benefit plan fiduciary,
approximately $20 billion of employer securities that have been contributed to the
Chrysler and General Motors voluntary employee beneficiary associations
pursuant to the terms of PTE 2010-12 and PTE 2010-30. The Independent
Fiduciary was appointed independent fiduciary for those plans in connection with
the prohibited transaction exemptions granted by the Department. The
Independent Fiduciary calls upon the services of members of Brock Capital
Group who can provide the expertise required to carry out its fiduciary duties.

In addition, the Independent Fiduciary has extensive experience as an
appraiser of the value of non-publicly traded securities, including securities of the
same type as the Preferred Interests. In the previously mentioned prohibited
transaction exemption authorized by the Department, the Independent Fiduciary
valued the initial contribution by Chrysler Group LLC of its notes and common
shares to the UAW Retiree Medical Benefits Trust. The Independent Fiduciary
continues to value those securities as the independent fiduciary with respect to
those assets. The Independent Fiduciary has played a similar role as independent
fiduciary for the UAW Retiree Medical Benefits Trust with respect to the
common stock, preferred stock, and warrants contributed by General Motors
Company, in a transaction that also received a prohibited transaction exemption
from the Department. The Independent Fiduciary delivers updated valuations of
the securities to the trustees of the UAW Retiree Medical Benefits Trust on an
annual basis. The Independent Fiduciary calls upon the services of members of
Brock Capital Group who can provide the expertise required to appraise the value
of employer securities contributed to employee benefit plans. The Independent
Fiduciary’s team members include Stephen R. Wilson (former CFO of RJR
Nabisco, The Reader's Digest Association, and Reckitt & Colman plc), Steven C.
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Baum (former Managing Partner of Marks Paneth & Shron), Norman H. Brown
Jr. (former Managing Director of Donaldson Lufkin & Jenrette), Anthony A.
Dreyspool (ERISA attorney and author of the book ERISA Fiduciary Law for
Non-Lawyers), Alain Lebec (former Vice Chairman of Merrill Lynch Investment
Banking), Donald Walkovik (former Senior Partner at Sullivan & Cromwell) and
Charles O. Svenson (attorney and investment banker with Dewey Ballantine
Busby Palmer & Wood, Goldman Sachs, and Donaldson Lufkin & Jenrette).

The Independent Fiduciary will discharge its duties in accordance with the
terms of Independent Fiduciary Agreement referred to above and the form of
Investment Management Agreement referred to above (and successors to these
documents). Pursuant to the Independent Fiduciary Agreement, the Independent
Fiduciary has, on behalf of the Plans, negotiated the terms and conditions of the
Preferred Interests. In addition, the Independent Fiduciary will negotiate and
approve on behalf of the Plans any transaction documents between the Plans and
AT&T involving the Preferred Interests that may be necessary in connection with
the exemption transactions, as well as the ongoing management of such Preferred
Interests, including but not limited to a Contribution Agreement, a copy of which
is included as part of Exhibit D. The Independent Fiduciary will authorize the
trustee of the Plans to accept or dispose of the Preferred Interests, including by
exercise of the Put Option or the Call Option, only after the Independent
Fiduciary determines that it is consistent with the applicable transaction
documents (the “Transaction Documents”).

Identity of the Representatives for the Plans and the Parties in Interest in
Connection with the Exemption Transactions (29 CFR § 2570.34(a)(3)):

As explained above, the Independent Fiduciary, as the independent
fiduciary, represents the interests of the Trust, the Plans and their participants and
beneficiaries. The Independent Fiduciary does not represent AT&T or its
interests. AT&T is represented by its own officers, directors and by Sidley Austin
LLP, as legal counsel.

The Independent Fiduciary, however, has authorized AT&T to state that it
has reviewed this application, and that it supports the grant of the exemption
requested herein.

Reasons that the Plans Would Have for Entering into the Exemption
Transactions (29 CFR § 2570.34(a)(4)):
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1. The Proposed Contribution Would Be Substantially in Excess of the
Legally Required Plan Contributions and Would Allow AT&T to Enhance the
Sound Funding of the Plans

The value of the Preferred Interests substantially exceeds the amount of
contributions that AT&T will be required to make to the Plans for 2013 and for a
number of years thereafter. Pursuant to section 412 of the Code, as amended by
2012 legislation discussed below, AT&T anticipates that its minimum required
funding contribution for 2013 would be approximately $300 million. If the
proposed exemption is granted, AT&T will contribute Preferred Interests to the
Trust in an amount equal to approximately $9.5 billion. Therefore, the Trust will
receive approximately $9.2 billion in excess of the legally required contributions
to the Plans for 2013. As described in Section 1.B.2.(a)(5) above, the expected
annual cash flow payable on the Preferred Interests alone would exceed the 2013
minimum required contribution.

Because of capital structure requirements relating to AT&T’s business
operations, AT&T could not be expected to make cash contributions substantially
in excess of the minimum amount required to meet the funding requirements of
section 412 of the Code. If the requested exemption is granted, AT&T will be
able to enhance the sound funding of the Plans by contributing substantially more
than it is legally required to contribute at this time.

The importance of the Contribution is enhanced by the pension
stabilization provisions included in the recently enacted legislation titled “Moving
Ahead for Progress in the 21% Century” (“MAP-21”). MAP-21 significantly
reduces the required minimum contributions to the Plans. After enactment of
MAP-21 AT&T’s required contribution for 2013 was significantly reduced, and is
estimated to be approximately $300 million.

2. Each Preferred Interest Provides for a $1.75 Distribution. The Preferred

Interests will accrue cumulative distributions of $1.75 per Preferred Interest per
annum, payable quarterly upon declaration by the Issuer. This return is very
favorable given the returns that otherwise can be obtained on investments in the
current market environment. This distribution alone will provide an expected
$560 million in annual cash flow to the Trust, approximately 11% of the Trust’s
annual cash flow requirements to pay benefits, thereby substantially reducing the
Trust’s need to liquidate other assets to pay benefits. Contribution of the Preferred
Interests and their distribution rights would also reduce the necessary investment
return on other Trust assets required to satisfy historic annual benefit payments,
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thus, providing greater security to participants and beneficiaries. Absent the
contribution of the Preferred Interests, the Trust would have to earn at least 9.3%
on its existing investment portfolio to satisfy its historic annual benefit payments
without requiring the Trust to liquidate additional assets. However, due to the
attractive, highly secure cash yield on the Preferred Interests, the remaining Trust
assets would have to earn only 8%.

3. The Trust has an Interest in AT&T’s Financial Position. AT&T currently
owns all the equity interests in the Issuer, and the Issuer represents a substantial
portion of the value of AT&T. Not only will the Trust’s participants and
beneficiaries benefit from the Contribution, but the Contribution would in effect
dedicate a portion of this singularly valuable asset to satisfying the liabilities of
the Plans. AT&T thus believes that the Contribution may be viewed favorably by
lenders and the capital markets, and will benefit its business operations by giving
AT&T the flexibility to invest further in its business. AT&T’s business success
is, in turn, important to the continued existence of the Plans and their ability to
pay their liabilities. The benefit of the Contribution to AT&T’s business is
aligned with ERISA’s fiduciary provisions.

E. Prohibited Transaction Provisions From Which Relief is Sought and Reasons
Why the Transactions Would Violate Each Such Provision (29 CFR §

2570.34(a)(5)):

AT&T requests exemptive relief from sections 406(a)(1)(A), 406(a)(1)(E),
406(a)(2), 406(b)(1) and 407(a) of ERISA with respect to the acquisition, holding and
disposition of the Preferred Interests by the Plans.

Section 406(a)(1)(A) of ERISA provides that a fiduciary with respect to a plan
shall not cause the plan to engage in a transaction if he knows or should know that such
transaction constitutes a direct or indirect sale or exchange of any property between the
plan and a party in interest. Under DOL Regulation § 2509.94-3, an in-kind contribution
to a defined benefit pension plan, because it reduces the funding obligation of the plan
sponsor, would be prohibited under section 406(a)(1)(A) of ERISA. Therefore, absent
the requested relief, the proposed in-kind contribution of the Preferred Interests appears
to violate section 406(a)(1)(A) of ERISA. In addition, exercise of the Call Option or the
Put Option (and other transactions contemplated by the Contribution Agreement) would
appear to violate section 406(a)(1)(A) of ERISA.

Section 406(a)(1)(E) of ERISA provides that a fiduciary with respect to a plan
shall not cause the plan to engage in a transaction if he knows or should know that such
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transaction constitutes a direct or indirect acquisition, on behalf of the plan, of any
employer security in violation of section 407(a). Section 406(a)(2) of ERISA prohibits a
fiduciary who has authority or discretionary control of plan assets to permit the plan to
hold any employer security if he knows or should know that holding such security
violates section 407(a). Section 407(a)(1) of ERISA states that a plan may not acquire or
hold any employer security that is not a qualifying employer security. Section 407(a)(2)
of ERISA states that a plan may not acquire any qualifying employer security (or
qualifying employer real property) if immediately after such acquisition the aggregate
fair market value of the employer securities (and employer real property) held by the plan
exceeds 10% of the fair market value of the assets of the plan. Section 407(d)(5) of
ERISA defines the term “qualifying employer security” to mean an employer security
which is a stock, a marketable obligation, or an interest in certain publicly traded
partnerships.

In the case of a plan other than an eligible individual account plan, an employer
security will be considered a qualifying employer security only if such employer security
satisfies the requirements of section 407(f)(1) of ERISA. Section 407(f)(1) of ERISA
states that stock satisfies the requirements of this paragraph if, immediately following the
acquisition of such stock no more than 25% of the aggregate amount of stock of the same
class issued and outstanding at the time of acquisition is held by the plan, and at least
50% of the aggregate amount of such stock is held by persons independent of the issuer.

The Preferred Interests are not “qualifying employer securities” within the
meaning of section 407(d)(5) of ERISA because they do not constitute stock, marketable
obligations, or interests in a publicly traded partnership. Furthermore, the Plans will hold
100% of the Preferred Interests. In addition, as of December 31, 2011, the fair market
value of the assets of the Trust was approximately $46 billion and, therefore it is
anticipated that, the Contribution of the Preferred Interests will result in both Plans
holding employer securities and employer real property in excess of 10% of their total
assets immediately after the Contribution of the Preferred Interests.

Similarly, if the consideration paid to the Trust in connection with the exercise of
the Put Option or the Call Option is in the form of shares of AT&T Shares, even though
the AT&T Shares would be “qualifying employer securities,” their value may well
exceed 10% of the total assets of both Plans, and it may not be in the best interests of the
Plans to require an immediate forced sale of such AT&T Shares at any particular point in
time.

Section 406(b)(1) of ERISA provides that a fiduciary with respect to a plan shall
not deal with the assets of the plan in his or her own interest or for his or her own
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account. It is possible that the Contribution could violate that section of ERISA because
of any ancillary benefits to AT&T of the excess funding to the Trust.

F. The Exemption Transactions are Customary in the Industry or Class
Involved (29 CFR § 2570.34(a)(6)):

A number of prohibited transaction exemptions have been granted by the
Department of Labor which expressly permit transactions similar to the transactions
subject to this request. See Prohibited Transaction Exemption 95-25 (60 FR 14006;
Mar. 15, 1995), General Motors Corporation (permitting the contribution of publicly
traded Class E common stock to defined benefit plan and certain subsequent sales or
exchanges of such shares between such plans and General Motors or other plans
maintained by General Motors); Prohibited Transaction Exemption 2003-26 (68 FR
49792, Aug. 19, 2003), Northwest Airlines (permitting (i) the in-kind contribution to
certain defined benefit plans of the non-public common stock of a brother-sister company
by Northwest (or an affiliate thereof), (ii) the holding of the common stock by the plans,
(iii) the sale of the common stock by the plans to Northwest, and (iv) the acquisition,
holding, and exercise by the plans of a put option granted to the plans by Northwest);
Prohibited Transaction Exemption 2005-04 (70 FR 5703, Feb. 3, 2005), Wheeling-
Pittsburgh Steel Corporation (permitting (i) the initial acquisition of publicly-traded
employer stock through the in-kind contribution of such stock, and subsequent in-kind
acquisitions of such stock, to a retiree welfare plan for the purpose of pre-funding
benefits provided by the plan and (ii) the holding by the plan of the employer stock
acquired pursuant to the contributions); Prohibited Transaction Exemption 2006-19
(71 FR 70992, Dec. 7, 2006), Kaiser Aluminum Corporation (permitting (i) the
acquisition by welfare benefit plans of certain publicly traded common stock issued by
Kaiser through an in-kind contribution by Kaiser of such stock, for the purpose of
prefunding certain welfare benefits, (ii) the holding by the plans of such stock, and (iii)
the management of such stock, including the voting and disposition of such stock, by an
independent fiduciary designated to represent the interests of the plans with respect to the
transactions); Prohibited Transaction Exemption 2010-08 (75 FR 14192, Mar. 24,
2010), as amended by Prohibited Transaction Exemption 2011-13 (76 FR 34253, June
13, 2011), Ford Motor Company (permitting, in relevant part, (i) the acquisition, holding,
and disposition of certain employer securities (which include two Ford notes, warrants to
acquire Ford common stock, such stock that may be acquired pursuant to the warrants,
and, at Ford's discretion, interests in the wholly-owned LLC holding the notes and
warrants) by Ford retiree welfare plans and (ii) certain transactions resulting from the
exercise by Ford or the plans of certain rights and obligations under a right of first offer
or self-tender; Prohibited Transaction Exemption 2010-12 (75 FR 21668, Apr. 26,
2010), Chrysler LLC (permitting, in relevant part, (i) the acquisition by a retiree welfare
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plans non-public LLC interests of Chrysler and a note issued by Chrysler, (ii) the holding
of the LLC interests and then by the plan, (iii) the disposition of the LLC interests and the
note, and (iv) the sale by the retiree welfare plans to Fiat (Chrysler’s parent corporation)
of shares pursuant to its exercise of a call option and/or a first offer right described in a
Chrysler operating agreement); and Prohibited Transaction Exemption 2010-30 (75 FR
62879, Oct. 13, 2010), UAW General Motors Company Retiree Medical Benefits Plan
and the UAW Retiree Medical Benefits Trust (permitting, in relevant part, (i) the
acquisition by the plan and trust of: (a) shares of common stock of General Motors, (b)
shares of non-public Series A Fixed Rate Cumulative Perpetual Preferred Stock of
General Motors, (c) a non-public note issued by General Motors and assigned to General
Motors Holdings, LLC, (d) non-public warrants to acquire General Motors common
stock, and (e) additional shares of General Motors common stock acquired pursuant to (1)
the independent fiduciary’s exercise of the warrants, and (2) an adjustment, substitution,
conversion or other modification of General Motors common stock in connection with a
reorganization, restructuring, recapitalization, merger, or similar corporate transaction,
subject to certain conditions, (ii) the holding by the plan of such securities, and (iii) the
disposition of such securities). Thus, the proposed exemption transactions appear to be
customary.

G. The Exemption Transactions are not nor have been the Subject of an
Investigation or Enforcement Action by the Department of Internal Revenue
Service (29 CFR § 2570.34(a)(7)):

The exemption transactions are not and have not been the subject of investigations
or enforcement actions by the Department of Labor or the Internal Revenue Service.

H. Hardship or Economic Loss to the Applicant, the Plans and their
Participants and Beneficiaries if the Exemptions Are Denied (29 CFR §
2570.34(a)(8)):

AT&T always has satisfied its funding obligations and has never asked for a
waiver of those obligations. In fact, AT&T generally has voluntarily funded its pension
obligations in advance of the required dates. For example, AT&T made a voluntary $1
billion cash contribution in 2011. AT&T’s financial statements must show the liabilities
for the Plans pursuant to accounting standards. The Contribution, by dedicating an
interest in AT&T’s most valuable business to the satisfaction of such liabilities, would
result in an enhanced financial position for AT&T. By making the Contribution to the
Trust, AT&T can increase the funded status of the Plans without diluting shareholder
value and without negatively impacting its capital structure or credit rating.
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The loss to the Plans if the proposed exemption is denied is that the Plans will not
have the enhanced funding level that the Contribution would provide and the Plans will
not have the increased cash income generated by the expected $1.75 annual distribution
on each Preferred Interest.

IL. INFORMATION PROVIDED PURSUANT TO 29 CFR § 2570.34(b)

A. Required Statements (29 CFR § 2570.34(b)(1)):

1. Explanation as to Why the Exemptions Are Administratively Feasible (29
CFR § 2570.34(bY(1(1)):

The Contribution is a one-time transaction. During the time that the Plans
own the Preferred Interests, the Independent Fiduciary, as independent fiduciary
and investment manager, will have investment discretion with respect to the
holding and disposition of the Preferred Interests and will act solely in the
interests of the Trust, the Plans and their participants and beneficiaries. The Plans
will pay no fees or expenses (other than those charged by the Independent
Fiduciary as independent fiduciary and investment manager and certain expenses
for the Independent Fiduciary’s legal counsel), commissions or other expenses in
connection with the Contribution or the purchase of the Preferred Interests by
AT&T Inc. (or any other Purchaser in the case of the Call Option, as applicable)
pursuant to the Put Option or the Call Option. The terms of the Put Option and
the Call Option are fixed and have been negotiated at arm’s length, and require
little additional diligence once a decision to exercise has been made. Thus,
administration of the exemption transactions will not result in any extraordinary
burden or cost to the Plans and, therefore, the requested exemption is
administratively feasible.

2. Explanation as to Why the Exemptions Are in the Interests of the Plans
and Their Participants and Beneficiaries (29 CFR § 2570.34(b)(1)(ii)):

The Plans and the Plans’ more than 600,000 participants and beneficiaries
will benefit from the substantial, additional funding of the Plans. As described
above, if the proposed exemption is granted, AT&T Inc. will contribute Preferred
Interests in an amount equal to approximately $9.5 billion to the Trust, which is
$9.2 billion in excess of the legally required contribution. In addition, the Plans
and the Plans’ participants and beneficiaries will benefit from the expected $1.75
annual cash distribution on each Preferred Interest.
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3. Explanation as to Why the Exemptions Are Protective of the Rights of the
Participants and Beneficiaries of the Plans (29 CFR § 2570.34(b)(1)(iii)):

The enhanced funding provided by the Contribution adds protection to the
rights of the participants and beneficiaries under the Plans to the timely receipt of
benefits. Moreover, the exemption will be conditioned on safeguards that will
protect the rights of the Plans’ participants and beneficiaries. The Independent
Fiduciary, an independent fiduciary, has acted on behalf of the Plans for all
purposes related to the exemption transactions and has determined that the
exemption transactions are in the Plans’ and participants’ best interests. In
addition, the Independent Fiduciary will retain investment discretion regarding the
Plans’ continued holding and future disposition of the Preferred Interests, subject
to the terms of the Transaction Documents.

Notification of Interested Parties (29 CFR § 2570.34(b)(2)):
1. Description of Interested Parties (29 CFR § 2570.34(b)(2)(1)):

The interested parties are the participants of the Plans.

2. Manner in Which Notice Will Be Provided (29 CFR § 2570.34(b)(2)(ii)):

Based on the large number of interested parties, notice will be provided to
all interested parties in the manner agreed upon by the Department of Labor and
AT&T.

3. Time Frame in Which Notice Will be Provided (29 CFR §
2570.34(b)(2)(iii)):

Based on the large number of interested parties, notice will be provided to
all interested parties during the time frame agreed upon by the Department of
Labor and AT&T.

No Related Advisory Opinion has been Requested (29 CFR § 2570.34(b)(3)):

No advisory opinion has been requested from the Department of Labor
with respect to any issue relating to this exemption application.
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Iv.

D. Information Regarding Individuals Signing the Application (29 CFR §
2570.34(b)(4)):

1. Identity (29 CFR § 2570.34(b}(4)(1)):

Robert A. Ferencz and Beth J. Dickstein are partners of Sidley Austin
LLP, counsel to AT&T and the Plans.

2. Familiarity with Transactions (29 CFR § 2570.34(b)(4)(ii)):

Robert A. Ferencz and Beth J. Dickstein have advised AT&T and the
Plans with respect to the exemption transactions, actively took part in the
preparation of this exemption application, and are familiar with all supporting
documents.

E. Penalty of Perjury Declaration (29 CFR § 2570.34(b)(3)):

The penalty of perjury declaration is attached as Exhibit A.

SPECIALIZED STATEMENTS FROM THE QUALIFIED INDEPENDENT
APPRAISER PROVIDED PURSUANT TO 29 CFR § 2570.34(c)

The Independent Fiduciary serves as the qualified independent appraiser acting
solely on behalf of the Trust, the Plans, and the Plans’ participants and beneficiaries. The
information required by 29 CFR § 2570.34(c) is incorporated into its report attached as
Exhibit B.

REQUIRED STATEMENTS FROM THE QUALIFIED INDEPENDENT
FIDUCIARY PURSUANT TO 29 CFR § 2570.34(d)

The statement required by 29 CFR § 2570.34(d) from the Independent Fiduciary,
as the qualified independent fiduciary engaged to represent the interests of the Trust, the
Plans, and the participants, including the information required by 29 CFR § 2570.34(d),
is attached as Exhibit B.

SPECIALIZED STATEMENTS, AS APPLICABLE FROM OTHER THIRD-
PARTY EXPERTS PURSUANT TO 29 CFR § 2570.34(e)

No specialized statements from any other third-party expert is included with this
application.
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VI. DRAFT OF THE REQUESTED EXEMPTION PURSUANT TO 29 CFR §
2570.34(f)

A draft of the proposed exemption is attached as Exhibit C.

VII. INFORMATION PROVIDED PURSUANT TO 29 CFR § 2570.35(a)

A. Name of Plan, Telephone Number and Type of Plan to Which the Exemption
Applies (29 CFR § 2570.35(a)(1)):

The Trust and Plans participating in the Trust are as follows:

Trust:

SBC Master Pension Trust
AT&T Inc.

208 S. Akard St.

Dallas, TX 75202

(210) 351-3333

Master trust, plan number: 020

Plans:

AT&T Pension Benefit Plan

AT&T Inc.

208 S. Akard St.

Dallas, TX 75202

(210) 351-3333

Defined benefit plan, plan number: 006

AT&T Puerto Rico Pension Benefit Plan

AT&T Inc.

208 S. Akard St.

Dallas, TX 75202

(210) 351-3333

Defined benefit plan, plan number: 007

(Puerto Rico Trust: AT&T Puerto Rico Pension Benefit Plan Trust)
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B. Employer Identification Number and Plan Number Used by the Plans for
Reporting Purposes (29 CFR § 2570.35(a)(2)):

The Employer Identification Number for the Trust is 43-1301883. The Plan
numbers for both of the Plans are set forth in the response contained in Part VII.A. above.

C. No Prior Violations of the Exclusive Benefit Rule (29 CFR § 2570.35(a)(3)):

Neither the Trust nor the Plans have been found by the Department of Labor, the
Internal Revenue Service, or a court to have violated the exclusive benefit rule of section
401(a) of the Code, section 4975(c)(1) of the Code, section 406 or 407(a) of ERISA or 5
U.S.C. 8477(c)(3).

D. Description_of Prior Prohibited Transaction Exemption Relief Has Been
Requested or Granted (29 CFR § 2570.35(a)(4)):

Predecessors in interest to certain of the Plans and to AT&T received PTE 84-
142. We are not aware of any other exemptions.

E. No Prior Lawsuits or Criminal Actions Concerning Conduct as a Fiduciary

or Party in Interest (29 CFR § 2570.35(a)(5)):

Neither AT&T nor the Issuer is currently, or has been within the last five years, a
defendant in any lawsuit or criminal action concerning conduct as a fiduciary or party in
interest with respect to any plan.

F. No Prior Criminal Convictions (29 CFR § 2570.35(a)(6)):

Neither AT&T nor the Issuer has, within the last thirteen years, been either
convicted or released from imprisonment, whichever is later, as a result of: any felony
involving abuse or misuse of such person's position or employment with an employee
benefit plan or a labor organization; any felony arising out of the conduct of the business
of a broker, dealer, investment adviser, bank, insurance company or fiduciary; income tax
evasion; any felony involving the larceny, theft, robbery, extortion, forgery,
counterfeiting, fraudulent concealment, embezzlement, fraudulent conversion, or
misappropriation of funds or securities; conspiracy or attempt to commit any such crimes
or a crime of which any of the foregoing crimes is an element; or any other crime
described in section 411 of ERISA.

G. No__Prior _Investigations, Examinations or Litigation Involving the
Department, the Service the Justice Department, the Pension Benefit
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Guaranty Corporation or the Federal Retirement Thrift Investment Board
(29 CFR § 2570.35(a)(7)):

Neither the Plans, AT&T, nor the Issuer have been, within the last five years,
under investigation or examination by, or have been engaged in litigation or a continuing
controversy with, the Department of Labor, the Internal Revenue Service, the Justice
Department, the Pension Benefit Guaranty Corporation, or the Federal Retirement Thrift
Investment Board involving compliance with the provisions of ERISA, provisions of the
Code relating to employee benefits plans, or provisions of the Federal Employees’
Retirement System Act of 1986, as amended (FERSA), relating to the Federal Thrift
Saving Fund, other than routine regulatory audits.

H. No Reportable Events (29 CFR § 2570.35(a)(8)):

None of the Plans have experienced a “reportable event,” as defined in section
4043 of ERISA.

1. No Notice of Intent to Terminate (29 CFR § 2570.35(a)(9)):

No notice of intent to terminate has been filed under section 4041 of ERISA with
respect to the Plans.

J. Names, Addresses, and Taxpayer Identification Numbers of Parties in
Interest (29 CFR § 2570.35(a)(10)):

AT&T Inc.

208 S. Akard St.
Dallas, TX 75202
EIN: 43-1301883

AT&T Mobility II LLC
1025 Lenox Park Blvd, NE
Atlanta, GA, 30319

EIN: 84-1659970

K. Estimated Number of Participants and Beneficiaries Affected (29 CFR §
2570.35(a)(11)):

Below is the approximate number of participants and beneficiaries affected by the
requested exemption as of the date of the application for each Plan:
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AT&T Pension Benefit Plan 602,752
AT&T Puerto Rico Pension Benefit Plan 1,514

Percentage of Fair Market Value of Total Assets of Each Affected Plan (29
CFR § 2570.35(a)(12)):

Below is the percentage of the fair market value of the total assets of each

participating plan that will be invested in the Preferred Interests after the consummation

of the Contribution:
AT&T Pension Benefit Plan 18%
AT&T Puerto Rico Pension Benefit Plan 18%
M.  Transactions Have Not Yet Been Consummated (29 CFR § 2570.35(a)(13)):

The exemption transactions have not yet been consummated.

Additional Information if the Transaction Has Already Been Consummated
(29 CFR § 2570.35(a)(14)):

This additional information is not required to be provided since the transactions

have not yet been consummated.

0.

Names of Persons Who Have Investment Discretion Over Any Assets
Involved in the Transactions and the Relationship of Each Such Person to
the Parties in Interest Involved in the Transactions and the Respective
Affiliates (29 CFR § 2570.35(a)(15)):

The Independent Fiduciary will have sole investment discretion over the

Contribution and the ongoing management and disposition of the Preferred Interests
while they are held by the Trusts, subject to the terms of the Transaction Documents.
The Independent Fiduciary has no relationship to any of the parties interest involved in
the exemption transactions or to any of their respective affiliates.

P.

Description of Loans and Leases to Parties in Interest Involved in the
Exemption Transactions, and Investments in Securities Issued by any Such
Party In Interest (29 CFR § 2570.35(a)(16)):
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The assets of the Trust are invested, in part, in employer securities issued by
AT&T. As of the 2011 year-end, the aggregate fair market value of these investments
was $68,334,000, which constituted approximately 0.15% of the fair market value of the
Trust’s total assets. It is AT&T’s belief that these investments are covered under the
statutory exemption described in section 408(e) of ERISA.

Q. Approximate Fair Market Value of Each of the Plan’s Total Assets (29 CFR
§ 2570.35(a)(17)):

Below is the approximate fair market value of the total assets of the Plans as of
the 2011 year-end (and prior to the Contribution):

AT&T Pension Benefit Plan $45.9 billion
AT&T Puerto Rico Pension Benefit Plan $21 million

R. Persons Who Will Bear the Costs of this Application and of Notifying the
Interested Persons (29 CFR § 2570.35(a)(18)):

AT&T will bear all costs of this exemption application, including any costs of
providing notice to interested persons.

S. Names of Persons Who Will Bear the Costs of the Fees Payable to the
Independent Fiduciary (29 CFR § 2570.35(2)(19)):

The fees and expenses related to the Independent Fiduciary’s services as the
independent fiduciary with respect the exemption transactions are borne by the Plans.
For convenience, AT&T may pay the Independent Fiduciary’s fees and expenses and will
be reimbursed by the Plans.

VIII. INFORMATION PROVIDED PURSUANT TO 29 CFR § 2570.35(b)

A. Copies of Documents 29 CFR § 2570.35(b)(1):

All relevant documents are attached as Exhibit D.
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Discussion of Relevant Documents 29 CFR § 2570.35(b)(2):

The attached documents and their relationship to the requested exemption is as

follows:

1. Independent Fiduciary Agreement: This document contains the terms and
conditions that govern the duties of the Independent Fiduciary as the independent
fiduciary with respect to the Plans’ decision to accept the Preferred Interests and
AT&T’s obligations to cooperate with the Independent Fiduciary in carrying out
its duties. This document was executed by AT&T Services, Inc., an affiliate of
AT&T Inc., that acts as the administrator and named fiduciary of the Plans.
Pursuant to this agreement, the Independent Fiduciary has negotiated the terms of
the Preferred Interests and the Contribution Agreement, which includes the Put
Option and the Call Option.

2. Contribution Agreement: This document contains the provisions relating
to the acceptance by the Plans of the Preferred Interests and AT&T’s (and other
Purchasers’) commitments with respect thereto, including the Put Option, the Call
Option and AT&T’s obligation to register any AT&T Shares that are received by
the Plans pursuant to exercise of the Put Option or the Call Option.

3. Investment Management Agreement: This document contains the terms
and conditions pursuant to which the Independent Fiduciary is engaged as
independent fiduciary to manage the Plans’ rights and obligations with respect to
the holding and disposition of the Preferred Interests once they have been
contributed to the Trust.

4. Registration Rights Agreement: This document contains the terms and
conditions relating to the rights of the Trust to cause AT&T Inc. to register any
AT&T Shares that are received by the Plans pursuant to exercise of the Put
Option or the Call Option.

Most Recent Financial Statements for the Plans 29 CFR § 2570.35(b)(3):

The most recent financial statements for the Plans are attached as Exhibit E.
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D. No Net Worth Statement Required 29 CFR § 2570.35(b)(4):

Because no party in interest is providing a personal guarantee with respect to the
exemption transactions, no net worth statement is required pursuant to 29 CFR §
2570.35(b)(4).

If you have any questions regarding this application, please contact Robert A. Ferencz at (312)
853-7682 or Beth J. Dickstein at (312) 853-6093, both of whom have authority to address any
questions from the Department regarding this exemption application.

Very truly yours,
Robert A. Fetencz

Bt ) Die—

Beth J. Dickstein

CHI1 5883913v.23
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Exceptions. An unenrolled return preparer cannot sign any document for a taxpayer and may only represent taxpayers in limited siuations.
An enrolled actuary may only represent taxpayers to the extent provided in section 10.3(d) of Treasury Department Circular No. 230 (Circular
230). An enrolled retirement plan agent may only represent taxpayers to the extent provided in section 10.3(e) of Circular 230. A registered tax
return preparer may only represent taxpayers to the extent provided in section 10.3(f) of Circular 230. See the fine 5 instructions for restrictions
on tax matters partners. In most cases, the student practitioner’s (level k) authority is limited (for example, they may only practice under the
supervision of another practitioner).

List any specific deletions to the acts otherwise authorized in this power of attorney:

For Privacy Act and Paperwork Reduction Act Notice, see the instructions, Cat. No. 119804 Form 2848 (Rev. 3-2012)
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6  Retention/revocation of prior power(s) of attomey. The filing of this power of attorney automatically revokes all earlier power(s) of
attomey on file with the Internal Revenue Service for the same matters and years or periods covered by this document. If you do not want
to revoke a prior power of attorney, check here . . . . . N T R
YOU MUST ATTACH A COPY OF ANY POWER OF ATTORNEY YOU WANT TO REMAIN IN EFFECT.

7  Signature of taxpayer. If a tax matter concems a year in which a joint retum was filed, the husband and wife must each file a separate power
of attorney even if the same representative(s) is (are) being appointed. If signed by a corporate officer, partner, guardian, tax matters partner,

executor, receiver, administrator, or trustee on behalf of the taxpayer, | certify that | have the authority 1o execute this form on behalf of the
taxpayer.

> IF NOT SIGNED AND DATED, THIS POWER OF ATTORNEY WILL BE RETURNED TO THE TAXPAYER.

— e ﬁ ) 10/11 [12= treasuet

& Signature { Date Title (if applicable)

Jonathan P. Klug

AT&T Inc.

oo0o0od

Print Name PIN Number Print name of taxpayer from line 1 if other than individual

B Declaration of Representative
Under penalties of perjury, | declare that:

¢ [ am not currently under suspension or disbarment from practice before the Internal Revenue Service;
* | am aware of regulations contained in Circular 230 (31 CFR, Part 10), as amended, concerning practice before the internal Revenue Service;
* | am authorized to represent the taxpayer identified in Part | for the matter(s) specified there; and
* | am one of the following:
a Attorey—a member in good standing of the bar of the highest court of the jurisdiction shown below.
b Certified Public Accountant—duly qualified to practice as a certified public accountant in the jurisdiction shown below.
¢ Enroiled Agent~enrolled as an agent under the requirements of Circular 230.
d Officer—a bona fide officer of the taxpayer’s organization.
e Full-Time Employee~a full-time employee of the taxpayer.

£ Family Member—a member of the taxpayer's immediate family (for example, spouse, parent, child, grandparent, grandchild, step-parent, step-
child, brother, or sister).

g Enrolled Actuary—enrolled as an actuary by the Joint Board for the Enroliment of Actuaries under 29 U.S.C. 1242 (the authority to practice before
the interal Revenue Service is limited by section 10.3(d) of Circular 230).

h Unenrolled Retumn Preparer—Your authority to practice before the Internal Revenue Service is limited. You must have been eligible to sign the
retum under examination and have signed the return. See Notice 2011-6 and Special rules for registered tax retum preparers and unenrolied
return preparers in the instructions.

i Registered Tax Retumn Preparer— registered as a tax return preparer under the requirements of section 10.4 of Circular 230. Your authority to
practice before the Intemal Revenue Service is limited. You must have been eligible to sign the retum under examination and have signed the
retum. See Notice 2011-6 and Special rules for registered tax retum preparers and unenrolled retum preparers in the instructions.

k Student Attomey or CPA—recsives permission to practice before the IRS by virtue of his/her status as a law, business, or accounting student
working in LITC or STCP under section 10.7(d) of Circular 230. See instructions for Part Il for additional information and requirements.

r Enrolled Retirement Plan Agent— enrolled as a retirement plan agent under the requirements of Circular 230 (the authority to practice before the
Internal Revenue Service is limited by section 10.3(e)).
» IF THIS DECLARATION OF REPRESENTATIVE IS NOT SIGNED AND DATED, THE POWER OF ATTORNEY WILL BE
RETURNED. REPRESENTATIVES MUST SIGN IN THE ORDER LISTED IN LINE 2 ABOVE. See the instructions for Part Il

Note: For designations d-f, enter your title, position, or relationship to the taxpayer in the “Licensing jurisdiction" column. See the instructions for Part il
for more information.

Bar, license, certification,

Designation— L'c?;j:; ? g:n;?‘t:fm registration, or enroliment
insert above licensing authority number {if applicable). Signature Date
letter (a-1) g See instructions for Part Il for

(if applicable) more inf tion. /7 /

%

a I 0794228 W\ / &/; g // z-
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EXHIBITS TO EXEMPTION APPLICATION
ON BEHALF OF
AT&T INC.



EXHIBIT A

DECLARATION UNDER PENALTY OF PERJURY

Under penalty of perjury, I declare that I am familiar with the matters discussed in this
application and, to the best of my knowledge and belief, the representations made in this
application are true and correct.

CH1 7141875v.1

Name: Jonathan P. Klug
Dated: October 18, 2012



EXHIBIT B

STATEMENTS OF THE INDEPENDENT APPRAISER
AND INDEPENDENT FIDUCIARY

The specialized statements required by 29 CFR § 2570.34(c) from Brock Fiduciary Services
LLC, acting as the qualified independent appraiser, and the statement required by 29 CFR §
2570.34(d) from Brock Fiduciary Services LLC, acting as the independent fiduciary, are attached
hereto.

CH1 7049105v.4
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BROCK

FIDUCIARY SERVICES LLC™

October 18, 2012

Employee Benefits Security Administration
Office of Exemption Determination

U.S. Department of Labor

Room N-5700

200 Constitution Avenue NW.
Washington, DC 20210

e-OED@dol.gov

Re: Valuation of the Preferred Interests
Dear Sir or Madam:

In accordance with our engagement as independent fiduciary for the proposed contribution of
preferred membership interests (each a "Preferred Interest" and collectively, the “Preferred Interests”)
of AT&T Mobility il LLC (the “Issuer”) to the SBC Master Pension Trust (the “Trust”) pursuant to the
Independent Fiduciary Agreement by and among AT&T Inc., AT&T Services, Inc. and Brock Fiduciary
Services LLC, effective as of May 1, 2012, we have been asked to provide a valuation of the Preferred
Interests as of [date of contribution)]. The Preferred Interests consist of 320 million Series A Cumulative
Perpetual Preferred Membership Interests.

We consent that this valuation will be submitted to the U.S. Department of Labor as part of the
application by AT&T Inc. for a prohibited transaction exemption with respect to the contribution of the
Preferred Interests.

On the basis of the analyses summarized below, it is our opinion that, as of [date of
contribution], the fair market value of the Preferred Interests was $9.573 billion (or $29.91 per
Preferred Interest). This value represents our best estimate of the cash price that could have been
agreed to for these securities as of the date between a willing seller and a willing buyer, neither of
whom was under any compulsion to consummate a transaction.
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Description of Brock Fiduciary Services LLC

Brock Fiduciary Services LLC (“Brock”)} is an investment adviser registered under the investment
Advisers Act of 1940, as amended. Brock is a wholly owned subsidiary of Brock Capital Group LLC. Brock
has extensive experience as an appraiser of the value of non-publicly traded securities, including
securities of the same type as the Preferred Interests. Brock, as the independent fiduciary, performs an
annual valuation of the notes and common shares contributed by Chrysler Group LLC to the UAW
Retiree Medical Benefits Trust. Brock plays a similar role as independent fiduciary for the trust with
respect to the common stock, preferred stock, and warrants contributed by General Motors Company.
The combined value of the employer securities held in the UAW Retiree Medical Benefits Trust for which
Brock is the independent fiduciary is approximately $20 biilion. Brock delivers updated valuations of the
securities to the trustees on an annual basis.

Brock calls upon the services of members of Brock Capital Group LLC who can provide the
expertise required to appraise the value of employer securities contributed to employee benefit plans.
Brock independent fiduciary team members include Stephen R. Wilson (former CFO of RJR Nabisco, The
Reader's Digest Association, and Reckitt & Colman plc), Steven C. Baum (former Managing Partner of
Marks Paneth & Shron), Norman H. Brown Jr. (former Managing Director of Donaldson Lufkin &
Jenrette), Anthony A. Dreyspool (ERISA attorney and author of the book ERISA Fiduciary Law for Non-
Lawyers), Alain Lebec (former Vice Chairman of Merrill Lynch Investment Banking), Donald C. Walkovik
(former Senior Partner of Sullivan & Cromwell), and Charles O. Svenson (former attorney and
investment banker with Dewey Ballantine, Goldman Sachs, and Donaldson Lufkin & Jenrette).

Brock has been appointed the independent fiduciary and investment manager with respect to
the Preferred Interests and has full discretion to manage that portion of the Trust’s assets. Because
Brock will exercise all authority and control over the Preferred Interests, neither AT&T Inc. nor any of its
subsidiaries is in a position to derive any special benefit from control of the Preferred Interests.

Valuation Methodology

In estimating the fair market value of the Preferred Interests, we have applied valuation
methodologies that are generally accepted, including a discounted cash flow analysis of the Preferred
Interests’ expected distributions and purchase proceeds, reviewed relevant investment and financial
studies, and conducted other such analyses deemed appropriate. In our discounted cash flow analysis,
we have considered the appropriate discount rate at which the Preferred Interests’ distributions should
be valued as of [date of contribution], the credit quality of AT&T Inc. and the Issuer, an appropriate
valuation discount because the Preferred Interests are not publicly traded and therefore, illiquid, and a
further liquidity discount because a purchase of the Preferred Interests may be settled in the form of
unregistered AT&T Inc. common equity.

In connection with this valuation, we have also reviewed various documents, including, among
others, (1) the Limited Liability Company Agreement of AT&T Mobility Il LLC; (2) a document entitled
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“2013 10 Year Plan, Mobility” dated May 2012 and marked as “AT&T Intellectual Property”; (3) a
document entitled “AT&T Inc. Balance Sheet Array Report” dated December 31, 2011 and marked
“AT&T Proprietary,” and its update on March 31, 2012; and (4) quarterly and annual consolidated
financial statements of AT&T Inc. as of and for the periods ended December 31, 2008 to June 30, 2012.

Valuation of the Preferred Interests

The Preferred Interests carry a distribution payment of $1.75 per Preferred Interest per annum
payable in quarterly instaliments, are cumulative, and are callable on or after [first call date] at $25.00
per Preferred Interest plus any accrued and unpaid distributions. The Preferred Interests may also be
called or putted before [first call date], under certain circumstances as defined in the Contribution
Agreement, at the greater of fair market value, without respect to the call or put before [first call date],
and $25.00 per Preferred Interest plus any accrued and unpaid distributions. Please refer to Appendix 1
for the Contribution Agreement and a Term Sheet summary of the terms and conditions of the Preferred
Interests. As will be discussed below, it is our view that the Preferred Interests’ above market
distribution rate is such that each Interest would trade at a significant premium to $25.00. As a result,
any buyer of the Preferred Interests would assume that AT&T Inc. would purchase the Preferred
Interests on the earliest occasion, i.e., five years from the contribution date.

Discount Rate

Our valuation of the Preferred Interests is based on a computation of the net present value of
the expected distribution payments and proceeds from any call or put of the Preferred Interests using a
discount rate that reflects (1) the credit rating that the Preferred Interests would likely obtain, (2) the
five-year assumed remaining term as of the valuation date, and (3) an appropriate discount for lack of
liquidity since the Preferred Interests are not publicly traded.

As of October __, 2012, AT&T Inc. carried corporate credit ratings of ‘A-* (stable outlook) from
Standard & Poor’s, ‘A2’ (stable outlook) from Moody’s, and ‘A’ (stable outlook) from Fitch; the Issuer
carried credit ratings of ‘A-* (stable outlook) from Standard & Poor’s and ‘A’ (stable outlook) from Fitch.
As a security ranking junior to the Issuer's debt, we expect that the Preferred interests would in all
likelihood be assigned a credit rating in the range of A2/A to Baal/BBB+. We believe the Issuer has a
strong capacity to pay the distributions on the Preferred Interests, given the Issuer’s current financial
obligations and EBITDA, which is approximately 40 times the level of the preferred distributions in
2013E.

In order to establish the yield at which the Preferred Interests would likely trade were they
publicly traded, we have analyzed the pricing of fixed income securities issued by AT&T Inc. and Verizon
Communications Inc., as well as their subsidiaries. Comparative pricing of fixed income securities is
typically described using two measures: (1) absolute yield and (2) the corresponding spread over
Treasury securities of equivalent maturity. Because the fixed income securities may be subject to
prepayment at the option of the issuer at certain dates, investors focus on “Yield to Worst” (“YTW”) and
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the corresponding “Spread to Worst” (“STW”), which reflect the lowest yield they would realize on an
investment in the security considering the earliest prepayment or redemption options available to the
issuer. Figure 1 below presents the yields and spreads of Bloomberg’s fair market value indices for
telephone bonds and a composite of bonds across several industries. Bloomberg’s index for the
telephone industry is comprised of bond issues from AT&T Inc. and Verizon Communications Inc.,
including their subsidiaries. Figure 2 compares the 7.00% distribution payment rate ($1.75 divided by
$25.00) of the Preferred Interests with the yields on Bloomberg's telephone industry bond index,
illustrating that the Preferred Interests’ distribution payment rate is significantly above the yields on
comparable fixed income securities.

Figure 1: Bond Index Summary

U.S. Treasury Phone Bond Yields _ Composite Bond Yields Phone Bond Spreads (BP) Composite Bond Spreads (BP}
A Rated A Rated BBB Rated A Rated A Rated BBB Rated
1lyear 0.18% 0.42% 0.59% 1.26% 1year 23 41 108
2year 0.26% 0.60% 0.84% 1.62% 2year 35 58 137
3year 0.33% 0.83% 1.09% 1.97% 3year 51 76 165
4year 0.52% % ) 1.42% 2.31% 4year 91 180
Syear 0.70% 53! 1.74% 2.62% Syear 104 193
7 year 1.05% 2.14% 2.33% 3.16% 7 year 128 211
8year 1.24% 2.36% 2.55% 3.39% 8year 112 131 215
9year 1.43% 2.55% 2.75% 3.55% 9year 112 132 212
10vyear 1.64% 2.85% 2.96% 3.73% 10vyear 121 132 208
15year 2.22% 4,06% 3.75% 4.28% 15year 184 153 205
20year 2.41% 4.43% 4.05% 4.49% 20year 201 163 207
25 year 2.56% 4.37% 4.14% 4.51% 25year 181 158 195
30year 2.66% 4,16% 4.06% 4.58% 30vyear 151 141 193

Source: Brock Fiduciary Services LLC analysis, Bloomberg (Pricing as of 8/3/2012)
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Figure 2: Telephone Industry Bond Yields
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Notes: Bloomberg’s Fair Market Curve for the telephone industry is derived from AT&T and Verizon bonds
Source: Brock Fiduciary Services LLC analysis, Bloomberg (Pricing as of 8/3/2012), company reports

Our yield benchmark in Figure 2, particularly at five-year maturity, is comprised of bonds
primarily issued at the parent company level. The senior unsecured debt of AT&T Inc. is structurally
subordinate to the debt of the Issuer, and, therefore, the debt of the Issuer should trade at a narrower
spread, in our opinion. According to Bloomberg, the five-year credit default swap’ of the Issuer trades at
a spread that is on average 50 basis points lower than that of AT&T Inc. for the period between __ and
__(Figure 3). As such, we believe the discount rate for the Preferred Interests should be adjusted lower,
relative to the Bloomberg yield benchmark in Figure 2, by approximately 50 basis points.

'A credit default swap is an agreement in which the seller agrees to compensate the buyer in the event of a loan default, effectively transferring
credit risk between parties.
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Figure 3: Credit Default Swap Spreads (Five-Year Maturity)
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Notes: Brock Fiduciary Services LLC analysis, Bloomberg, company reports

Also, given that our yield benchmark is for senior unsecured corporate bonds, we have added an
additional credit spread to our discount rate to account for the degree of subordination of preferred
stock to senior unsecured debt. According to Moody’s Investors Services, at an equivalent issuer credit
rating, the historical average dividend impairment rate for preferred stocks is higher than the probability
of default for corporate bonds because issuers generally can omit dividends without triggering a default
or bankruptcy, and preferred stocks generally have lower recovery rates than corporate bonds do.
Therefore, the Preferred Interests would likely have a credit spread against the Issuer’s corporate bonds
if they were publicly traded.

To determine the appropriate credit spread between preferred stock and senior unsecured
bonds, we have estimated the theoretical minimum implied credit spread to Treasuries of both types of
securities, using historically observed data to estimate default probabilities and recovery rates
(Appendix 2). Based on this analysis, an ‘A’ rated issuer should have a minimum credit spread between
cumulative preferred stock and senior unsecured bonds of ~39 basis points for securities with five years
to maturity (Figure 4, Figure 5, Figure 6). This relative credit spread is equivalent to notching a preferred
stock’s credit rating one to two levels below that of the same issuer’s senior unsecured bonds.

The model of corporate spreads that we use generally underestimates spreads over the risk free
rate, compared to actual corporate bonds, because it does not account for other factors that determine
spreads, such as liquidity. However, in our opinion, the model we use is appropriate for this analysis
because we are using it to estimate relative credit spreads between bonds and preferred stock, while
holding factors like liquidity constant.
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Figure 4: Average Cumulative Dividend Impairment Rates on Preferred

Equity, by Rating

Years Aa A Baa Ba B
1 0.0% 0.7% 1.5% 5.4% 11.2%
2 0.0 1.0 2.6 10.6 20.8
3 0.0 1.8 5.9 15.0 31.0
4 2.8 2.7 7.3 17.4 38.5
5 39 3.2 9.1 20.1 40.9
6 5.1 3.2 10.5 21.2 49.5
7 5.1 39 10.5 26.2 54.0
8 5.1 5.2 11.3 27.8 57.5
9 5.1 5.2 124 316 69.6
10 5.1 6.1 12.4 31.6 69.6

Source: 'Moody‘s Investors Service, based on data from 1980 to 1994

Figure 5: Average Cumulative Issuer-Weighted Global Default Rates, by

Rating
Years Aaa Aa A Baa Ba B
1 0.00% 0.02% 0.06% 0.18% 1.16% 4.47%
2 0.01 0.06 0.18 0.51 3.19 10.43
3 0.01 0.10 0.36 0.93 5.60 16.33
4 0.04 0.18 0.55 1.43 8.15 21.51
5 0.10 0.27 0.76 1.95 10.45 26.17
6 Q.17 0.36 0.98 2.50 12.58 30.56
7 0.24 0.44 1.24 3.03 14.44 34.72
8 0.32 0.51 1.54 3.58 16.30 38.35
9 0.40 0.56 1.84 4.20 18.18 41.65
10 0.49 0.62 2.14 4.90 20.10 44,57

Source: Moody's Investors Service, based on data from 1970 to 2010



DRAFT October 18,2012

Figure 6: Theoretical Minimum Credit Yield Spreads by Lien Position (Five-

Year Maturity)
Minimum
Avg. recovery rates’ credit spread
Sr. secured bonds 52% 0.07%
Sr. unsecured bonds 37% 0.10%
Non-trust preferred stock’ 23% 0.50%
Cumulative® 26% 0.48%
Noncumulative® 19% 0.53%

1: Average issuer-weighted recovery rates as measured by post-default trading prices (covers period of
1982-2007 for bonds and 1983-2007 for preferred stock)

2: Recovery rates listed for preferred stock are associated with or follow a broader default

3: Cumulative and noncumulative preferred stock recovery rates are approximations based on data from
Moody'’s Investors Services

Source: Moody's Investors Services, Brock Fiduciary Services LLC analysis

In light of the above data, we conclude that the Preferred Interests, if they were publicly traded,
would probably trade at a spread over Treasury securities of approximately 62-82 basis points, which is
calculated based on the credit spread of five-year maturity ‘A’ rated telephone bonds (73-93 basis points
from Figure 1) after adjusting for the narrower credit spreads of the Issuer relative to AT&T Inc. (-50
basis points) and the expected higher impairment rate and lower recovery rate of the Preferred
Interests relative to senior unsecured debt of the Issuer (+39 basis points).

To account for the relative lack of transferability of the Preferred Interests, we also believe that
an additional spread is necessary since illiquid fixed income securities earn higher yield spreads, all else
constant. For example, investment grade bonds in the bottom 5% of liquidity trade at a higher yield
spread of 40-60 basis points, all else constant’. The magnitude of a liquidity discount should be based on
the expected direct and indirect transaction costs over the holding period of the asset: this includes
brokerage fees, the bid/ask spread, market impact, and opportunity cost. For a restricted security, such
as the Preferred Interests, the opportunity cost of not being able to trade during the restricted period is
of particular importance. However, the economic benefits of being able to trade a fixed income security
during the restricted period can be synthetically created by an investor, such as through entering into
hedging agreements and borrowing cash—and these costs can be estimated. Based on academic and
industry research, in addition to our business judgment, we believe that an additional 50 basis points for
illiquidity is appropriate, resulting in a total spread range of 112 to 132 basis points.

With five-year Treasury securities yielding 0.70%, we therefore arrive at a discount rate for the
quarterly distribution and call or put option proceeds of between 1.82% and 2.02%. Because the
Preferred Interests pay distributions quarterly (vs. semiannual coupon payments for fixed income
securities used for benchmarking), the discount rates were adjusted from their semiannual
compounding values to the equivalent quarterly compounding values of 1.81% and 2.01%.

%Bao, J., Pan, )., and Wang, J. (2011), The Wliquidity of Corporate Bonds. The Journal of Finance, vol. 66: 911-946.
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Liquidity Discount on Call or Put Option Proceeds

Because the Preferred Interests may be settled in unregistered shares of AT&T Inc. common
stock (“AT&T Shares”), an additional liquidity discount should be applied to the expected value of the
settlement proceeds, in our view. As Figure 7 indicates, empirical studies have found liquidity discounts
on restricted stock ranging from 13% to 45%, with the most recent studies in the 20% and 30% range.
According to these same studies, firms with high profitability and sales volume have liquidity discounts
in the 11% to 13% range on their restricted stock. Given that (1) there is a registration obligation within
180 days if settlement is in AT&T Shares, (2) AT&T Inc. is a high quality company in our view, and (3} the
settlement may be in cash if elected by AT&T Inc., we view a liquidity discount range of 0% to 10% for
the purposes of valuing the settlement proceeds as appropriate.

Figure 7: Empirical Studies of Liquidity Discounts on Restricted Stock

Study Time period Sample size Median discount
Institutional Investor Study Report (1971) 1966-1969 398 25.8%
Gelman (1972) 1968-1970 89 33.0%
Trout (1972) 1968-1972 N/A 33.5%
Morony (1973) 1969-1972 146 35.6%
Maher (1976) 1969-1973 N/A 35.4%
Standard Research Consultants {(1983) 1978-1982 N/A 45.0%
Wruck (1989) 1979-1985 929 13.5%
Hertzel and Smith (1993) 1980-1987 106 20.1%
Oliver and Meyers (2000) 1980-1996 53 27.0%
Willamette Management Associates Inc., cited in Pratt (2001) 1981-1984 N/A 31.2%
Silber (1991) 1981-1988 69 33.8%
Management Planning, Inc., cited in Pratt (2005) 1980-1995 N/A 28.9%
Hall and Polacek (1994) 1979-1992 N/A 23.0%
Johnson (1999) 1991-1995 72 20.0%
Aschwald (2000) 1996-1997 23 21.0%
Aschwald (2000) 1997-1998 15 13.0%
Finnerty (2002) 1991-1997 101 20.1%

Source: DePamphilis, Donald. Mergers, Acquisitions, and Other Restructuring Activities, Fifth Edition. Academic Press, 2010, pp. 385.

Valuation Range

Applying a discount rate of between 1.81% and 2.01% to the distribution and settlement
proceeds, and taking an additional liquidity discount on the settlement proceeds of between 0% and
10%, we value the Preferred Interests as of [date of contribution] at between $9.170 billion and $9.979
billion (or $28.66 per Preferred Interest and $31.18 per Preferred Interest, respectively), with a mid-
point of $9.573 billion (or $29.91 per Preferred Interest).
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Appendix 1
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CONTRIBUTION AGREEMENT

This Contribution Agreement (the “Agreement”) is entered into as of the __ day of
, 201 , by and among Brock Fiduciary Services LLC (the “Independent
Fiduciary”); JP Morgan Chase Bank, N.A., as trustee of the SBC Master Pension Trust (the
“Trustee”); AT&T Inc.; and AT&T Mobility II LLC, an indirect wholly owned subsidiary of
AT&T, Inc. (the “Issuer”).

RECITALS

WHEREAS, AT&T Inc., formerly known as SBC Communications Inc., is a holding
company incorporated under the laws of the State of Delaware;

WHEREAS, AT&T Inc. proposes to make an in-kind contribution (the “Contribution”)
of 320 million cumulative perpetual preferred membership interests (each a “Preferred Interest”
and collectively, the “Preferred Interests”) of the Issuer currently held by AT&T Inc., which
Preferred Interests are described in and subject to the terms and conditions of the attached
Schedule A, to the SBC Master Pension Trust (the “Trust”), which holds assets of the pension
plans maintained by AT&T Inc. identified in the Declaration of Trust establishing such Trust
(collectively, the “Plans”);

WHEREAS, the Preferred Interests were issued to AT&T Inc. pursuant and subject to
the terms and conditions of that certain Third Amended and Restated Limited Liability Company
Agreement of AT&T Mobility II LLC (the “LLC Agreement”);

WHEREAS, AT&T Inc. has received from the U.S. Department of Labor (“Labor
Department”) Prohibited Transaction Exemption No. , __ Fed. Reg. (201)
granting relief from certain prohibited transaction provisions of the Employee Retirement
Income Security Act of 1974, as amended (“ERISA”), and the parallel provisions of section 4975
of the Internal Revenue Code of 1986, as amended (the “Code”) (the “PTE”);

WHEREAS, in connection with the making of the Contribution and in anticipation of the
requirements of the PTE, AT&T Services, Inc. has retained the Independent Fiduciary as named
fiduciary and investment manager with respect to the Preferred Interests to be held by the Trust
pursuant to an Independent Fiduciary Agreement dated as of May 1, 2012 and an Investment
Management Agreement dated as of ,201 _; and

WHEREAS, the parties hereto propose to set out the terms and conditions applicable to
the Contribution and the holding of the Preferred Interests by the Trust.

AGREEMENT

NOW, THEREFORE, in consideration of the premises and the mutual covenants
contained herein, the parties hereto agree as follows:

1. AT&T Inc. hereby contributes the Preferred Interests to the Trust as an addition to
the Plans’ assets and in consideration of a reduction of AT&T Inc.’s funding obligation with
respect to the Plans, effective as of the date of this Agreement (the “Contribution Date™). By
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executing this Agreement, the Independent Fiduciary accepts the Preferred Interests on behalf of
the Trust and hereby directs the Trustee to take any and all action as it shall determine as
necessary or appropriate to consummate such acceptance.

2.

AT&T Inc. and the Issuer each represents and warrants to the Independent

Fiduciary as of the Contribution Date, that:

(a)

)

©

(d)

(©)

The Issuer has been duly formed and is existing as a limited liability company in
good standing under the laws of the State of Delaware and has all requisite power
and authority of a limited liability company to own, lease and operate its assets
and to carry on its business as it is now being conducted. The Issuer is duly
qualified to do business as a foreign limited liability company, as applicable, and
is in good standing under the laws of each state or other jurisdiction in which the
nature of the activities conducted by it or the ownership or leasing of its properties
requires such qualification, other than in such jurisdictions where the failure to so
qualify or be in good standing, individually or in the aggregate, would not
reasonably be expected to have a material adverse effect on its business
operations;

The authorized and outstanding capital classes of the Issuer (excluding the
Preferred Interests), as of the date hereof, is as set forth in the Issuer’s audited
financial statements for the calendar year ended December 31, 201 _, certified
copies of which have been delivered to the Independent Fiduciary;

The Preferred Interests have been duly authorized and, when contributed to and
accepted by the Trust, will be validly issued; under the Delaware Limited
Liability Company Act, neither AT&T Inc. nor the Trust will have any obligation
to make future payments with respect to the Preferred Interests solely by reason of
their status as members;

This Agreement has been duly authorized, executed and delivered by each of
AT&T Inc. and the Issuer and constitutes a valid and legally binding agreement of
AT&T Inc. and the Issuer enforceable against each of them in accordance with its
terms, subject to bankruptcy, insolvency, reorganization and other laws of general
applicability relating to or affecting creditors’ rights and to general equity
principles;

The contribution of the Preferred Interests to the Trust, and the compliance by
AT&T Inc. and the Issuer with all of the provisions of this Agreement and the
consummation of the transactions herein contemplated will not conflict with or
result in a breach of any of the terms or provisions of, or constitute a default
under, any material indenture, mortgage, deed of trust, loan agreement or other
material agreement or instrument to which AT&T Inc. or any of its subsidiaries,
including the Issuer, is a party or by which AT&T Inc. or any of its subsidiaries,
including the Issuer, is bound, nor will such action result in any violation of the
provisions of the Amended and Restated Articles of Incorporation or the amended
and restated Bylaws of AT&T Inc. or the LLC Agreement, or the charter, bylaws,
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or LLC operating agreements of any of their respective subsidiaries or any statute
or any order, rule or regulation of any court or governmental agency or body
having jurisdiction over AT&T Inc., the Issuer or any of their respective
subsidiaries or any of their respective properties;

AT&T Inc. is subject to section 13 or 15(d) of the Securities Exchange Act of
1934, as amended;

Neither the Issuer nor any person acting on its behalf has offered or sold the
Preferred Interests by means of any general solicitation or general advertising
within the meaning of Rule 502(c) under the Securities Act of 1933 (the “1933
Act”);

No commission, within the meaning of section 408(e)(2) of ERISA, or brokerage
fee will become due or payable in connection with the execution and delivery of
this Agreement or the transactions contemplated hereby, including the
contribution of the Preferred Interests; and

Subject to compliance by the Independent Fiduciary with Section 3 hereof and the
accuracy of the Independent Fiduciary’s representations stated herein, it is not
necessary in connection with the offer, sale and delivery of the Preferred Interests
by the Issuer to AT&T Inc. or by AT&T Inc. to the Trust to register the Preferred
Interests under the 1933 Act.

The Independent Fiduciary, acting on behalf of the Trust:

Represents and warrants that it has the authority to act on behalf of the Trust and
that all action necessary on the part of the Independent Fiduciary, including its
direction to the Trustee, to authorize the execution and delivery of this Agreement
on behalf of the Trust has been taken;

Acknowledges that the Preferred Interests have not been registered under the
1933 Act and are being contributed to the Trust in reliance upon an exemption
from such registration under the 1933 Act;

Acknowledges that the Trust is an institutional “accredited investor” within the
meaning of Rule 501 under the 1933 Act;

Confirms that the Independent Fiduciary has been informed that the Preferred
Interests (i) are not subject to any registration rights and (ii) are “restricted
securities” under the 1933 Act and may not be resold or transferred;

Is aware of the adoption of Rule 144 under the 1933 Act (“Rule 144”) by the U.S.
Securities and Exchange Commission, which permits limited public resale of
securities of an issuer acquired in a nonpublic offering, subject to the satisfaction
of certain conditions, including, among other things: (i) the availability of certain
current public information about such issuer, (ii) such public resale being through
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a broker in an unsolicited “broker’s transaction”, with a “market maker” or in a
“riskless principal transaction” and (iii) the amount of securities being sold during
any three month period not exceeding specified limitations;

Represents that, (i) prior to accepting the Contribution on behalf of the Trust, it
acquired sufficient information about the Issuer to reach an informed and
knowledgeable decision to accept the Contribution, (ii) it has such knowledge and
experience in financial and business matters as to make it capable of evaluating
the risks to the Trust of accepting the Contribution and to make an informed
decision with respect thereto and (iii) the Trust is able to bear the economic risk
of accepting the Contribution;

Agrees that the Issuer shall not be required (i) to transfer on its books any
Preferred Interests that have been assigned, sold or otherwise transferred in
violation of the provisions of this Agreement or the LLC Agreement nor (ii) to
treat as the owner of the Preferred Interests, or otherwise to accord voting,
distribution or other rights to, or admit as a member of the Issuer, any person to
whom the Preferred Interests have been assigned, sold or otherwise transferred in
contravention of this Agreement or the LLC Agreement; and further agrees that
the Preferred Interests are issued pursuant to and are subject to the provisions of
the LLC Agreement (a copy of which the Independent Fiduciary has received and
reviewed);

Agrees that the Trust shall make no disposition of the Preferred Interests that is
contrary to the terms of the Preferred Interests, this Agreement or the LLC
Agreement, and shall not pledge or grant any security interest in the Preferred
Interests; and

Acknowledges that, in order to reflect the restrictions on the disposition of the
Preferred Interests, the Preferred Interests will either be issued in certificated form
and held in custody by the Issuer's transfer agent or issued in uncertificated form
and evidenced on the Issuer’s or its transfer agent’s books (at the Issuer’s option),
in either case subject to restrictive legends or restrictive notations in such books
indicating that the Preferred Interests are subject to the provisions of this
Agreement and the LLC Agreement (in addition to such other legends or
notations contemplated by the LLC Agreement).

The Preferred Interests shall, pursuant to the LLC Agreement, accrue cumulative

distributions of $1.75 per Preferred Interest per annum, payable quarterly upon declaration by the
Issuer and pursuant to the LLC Agreement. At any time when distributions on any outstanding
Preferred Interests are in arrears for purposes of the LLC Agreement: (a) the Issuer shall not be
permitted to make any transfer of cash to AT&T Inc. or any other member of the Issuer, whether
pursuant to a loan, equity distribution or any other arrangement, and (b) AT&T Inc. shall not be
permitted to declare any dividends on or make any repurchases of its common stock.

5.

The Independent Fiduciary acknowledges that the aggregate fair market value of

the Preferred Interests as of [*] is as set forth in Schedule B. AT&T Inc. agrees that its valuation
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of the Preferred Interests as of the Contribution Date for purposes of the minimum amount
required to meet the funding requirements of sections 412 and section 430 of the Code (without
regard to any subsequent adjustments required by such funding requirements with respect to
interest accrual or investment experience) shall not exceed the value of the Preferred Interests set
forth in Schedule B.

6. The price for each Preferred Interest (“Option Price”) in the event of an exercise
of a Call Option or a Put Option (described below) is the greater of (i) the fair market value of
the Preferred Interest, determined by the Independent Fiduciary as of the last date of the calendar
quarter preceding the date of notice of exercise of a Call Option or Put Option, as the case may
be, or, for the portion of Preferred Interests that cannot be purchased due to the limitations
described in Section 8 below, the fair market value of the Preferred Interest, determined by the
Independent Fiduciary as of the last date of the calendar quarter immediately preceding the date
such portion of the Preferred Interest is actually purchased by AT&T Inc., and (ii) the sum of (a)
$25.00 (i.e., $8 billion in the aggregate) plus (b) any accrued and unpaid distributions.

7. The Independent Fiduciary, on behalf of the Trust, hereby grants to AT&T Inc.
and its wholly-owned, direct or indirect, affiliates and the Issuer the right (individually or
collectively, the “Purchaser”) to purchase from the Trust all or any portion of the Preferred
Interests (the “Call Option™), at a price per Preferred Interest equal to the Option Price, at any
time and from time to time (a) during the twelve month period following the date AT&T Inc.
issues an annual report reflecting the fully funded status of the Plans (on a U.S. GAAP basis), (b)
on or after a “Change of Control” of the Issuer as described in Section 9 (and subject to the
additional terms of such Section 9) or (c) on or after the fifth anniversary of the Contribution
Date. The Call Option is exercisable by the Purchaser upon 30 days’ prior written notice to the
Independent Fiduciary.

8. AT&T Inc. and the Issuer hereby grant to the Trust the right to require AT&T Inc.
to purchase the Preferred Interests (the “Put Option™), at a price per Preferred Interest equal to
the Option Price, at any time and from time to time on or after the earliest of (a) the first date that
the Issuer’s debt-to-total-capitalization ratio (as defined below) exceeds that of AT&T Inc., (b) a
“Change of Control” of the Issuer as described in Section 9 (and subject to the additional terms
of such Section 9), or (c) the seventh anniversary of the Contribution Date; provided, however,
that except in the event of a Change of Control of the Issuer, AT&T Inc. shall not be required to
purchase more than 106,666,667 Preferred Interests in any twelve month period. For purposes of
this Section 8, the Issuer’s “debt-to-total-capitalization ratio” is defined as the sum of the Issuer’s
debt maturing within one year and long-term debt (both taken directly from the Issuer’s most
recently prepared US GAAP balance sheet) divided by the sum of the Issuer’s debt maturing
within one year, long-term debt and total members’ equity including outstanding Preferred
Interests (all taken directly from the Issuer’s most recently prepared US GAAP balance sheet),
and AT&T Inc.’s “debt-to-total-capitalization ratio” is defined as the sum of AT&T Inc.’s debt
maturing within one year and long-term debt (both taken directly from AT&T Inc.’s most
recently prepared US GAAP balance sheet) divided by the sum of AT&T Inc.’s debt maturing
within one year, long-term debt and total shareholders’ equity (all taken directly from AT&T
Inc.’s most recently prepared US GAAP balance sheet). Upon the Independent Fiduciary’s
reasonable request, as of the end of any calendar quarter, but not more frequently than twice in
any calendar year, AT&T Inc. shall, within forty-five (45) calendar days after the end of such
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calendar quarter, certify as to whether the Issuer’s debt-to-total-capitalization ratio exceeds that
of AT&T Inc. The Put Option is exercisable by the Independent Fiduciary on behalf of the Trust
upon 60 days’ prior written notice to AT&T Inc. The obligation to purchase the Preferred
Interests upon exercise of the Put Option may be consummated by any Purchaser.

9. For purposes of Sections 7 and 8 hereof, a “Change of Control” of the Issuer
means (i) the occurrence of any merger, reorganization or other transaction that results in AT&T
Inc., directly or indirectly, owning less than fifty percent of the capital or profits interests (where
the Issuer remains taxable as a partnership), or equity (if the Issuer becomes taxable as a
corporation), of the Issuer exclusive of the Preferred Interests or (ii) a transfer of fifty percent or
more of the Plan liabilities and Trust assets to an entity not under common control with AT&T
Inc. In the event of a Change of Control, AT&T Inc. may exercise or assign its Call Option to
the Issuer or to any successor owner of fifty percent or more of the capital or profits interest (or
equity) of the Issuer (exclusive of the Preferred Interests). If the Call Option is not exercised
upon such Change of Control, AT&T Inc. and the Issuer agree that they shall negotiate in good
faith with the Independent Fiduciary to determine appropriate treatment of the Preferred Interests
(including but not limited to conversion of the Preferred Interests into, or the exchange of the
Preferred Interests for, replacement equity or debt securities of AT&T Inc. or the Issuer), subject
to the approval of the Independent Fiduciary, in its sole discretion. If no such agreement can be
reached within 60 days of the Change of Control, the Put Option shall become exercisable in full,
thereby giving the Independent Fiduciary the right to require AT&T Inc. to purchase all or any
portion of the Preferred Interests at the Option Price, except that (i) the limitation on the number
of Preferred Interests that AT&T Inc. may be required to purchase in any twelve month period as
described in Section 8 shall not apply and (ii) AT&T Inc. shall have a period of up to one year to
pay the Option Price.

10. At the sole election of AT&T Inc. or other Purchaser, as the case may be,
payment of the Option Price may be made in (i) fully paid and non-assessable shares of AT&T
Inc. common stock (“AT&T Shares”), (ii) cash, or (iii) a combination of AT&T Shares and cash.
Any AT&T Shares issued to pay all or a portion of the Option Price shall be priced at the
average closing price of the 20 trading days preceding the date of the applicable notice of
exercise (or, in the case of a delayed payment pursuant to the twelve month payment period
described in Section 9 above in connection with a Change of Control, the 20 trading days
preceding the date of payment). AT&T Inc. and the Trust have executed and delivered a
Registration Rights Agreement, dated as of the date hereof, incorporated herein for all purposes,
providing for the registration of the AT&T Shares under the 1933 Act and other matters as
provided therein.

11.  Notwithstanding anything herein to the contrary, in no event shall AT&T Inc. or
any other Purchaser, as the case may be, be required to deliver more than 250 million AT&T
Shares (the “Capped Number”) to the Trust in settlement of the Option Price for the Preferred
Interests; provided, however, AT&T Inc. may, in its discretion, deliver more than the Capped
Number of AT&T Shares. AT&T Inc. represents and warrants that the Capped Number is equal
to or less than the number of authorized but unissued AT&T Shares that are not reserved for
future issuance on the date of determination of the Capped Number (which, for the avoidance of
doubt, is [the date of execution], 201 ). In the event AT&T Inc., through delivery of the Capped
Number of AT&T Shares and AT&T Shares in addition to the Capped Number of AT&T Shares,
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if any, shall not have delivered the full number of AT&T Shares otherwise deliverable in
settlement of the Option Price for the Preferred Interests, AT&T Inc. will use its best efforts to
authorize and deliver additional AT&T Shares. AT&T Inc. may elect, solely at its option, to
settle the Option Price, in whole or in part, by delivering cash. In the event of a merger,
reorganization, consolidation, recapitalization, separation, split-up, liquidation, share
combination, stock split, stock dividend, or other change in the corporate structure of AT&T Inc.
affecting the AT&T Shares (including a conversion of the AT&T Shares into cash or other
property), an adjustment may be made in the number and class of shares that may be delivered in
settlement of the Option Price for the Preferred Interests, as determined by AT&T Inc. to prevent
dilution with respect to the Capped Number and reflect such changes in corporate structure (e.g.
substitution of successor shares). In the event AT&T Inc., through delivery of the Capped
Number of AT&T Shares and AT&T Shares in addition to the Capped Number of AT&T Shares,
if any, shall not have delivered the full number of AT&T Shares otherwise deliverable in
settlement of the Option Price for the Preferred Interests (resulting in a shortfall), the Preferred
Interests for which neither AT&T Shares nor cash have been delivered shall remain outstanding,
in accordance with their terms.

12.  AT&T Inc. and the Issuer shall be solely responsible for (i) determining the
proper treatment of the Preferred Interests, any distributions or other payments with respect
thereto, or any proceeds of any redemption or conversion thereof for tax or financial accounting
purposes; (ii) any and all regulatory reporting or filings required in connection with or as a result
of the Contribution or the Trust’s ownership or disposition of the Preferred Interests; (iii) the
payment of any franchise or similar fees or taxes with respect to the Preferred Interests; and (iv)
any transfer agency or similar fees or expenses relating to the issuance or transfer of the
Preferred Interests.

13. The obligation of the Independent Fiduciary to accept the Contribution on behalf
of the Trust as provided in Section 1 hereof is subject to the fulfillment by or at the Contribution
Date of each of the following conditions, any or all of which may be waived in writing by the
Independent Fiduciary, in its sole discretion:

(a) The representations and warranties of AT&T Inc. and the Issuer contained in this
Agreement that are qualified as to materiality or material adverse effect will be
true and correct and those not so qualified will be true and correct in all material
respects, in each case on and as of the Contribution Date as though made on and
as of the Contribution Date, except in the case of representations and warranties
which are expressly made as of a specific date (in which case such representations
and warranties will be true and correct or true and correct in all material respects,
as applicable, on and as of such specified date);

(b) Each of AT&T Inc. and the Issuer shall have performed or complied in all
material respects with all agreements, undertakings and covenants required by this
Agreement to be performed or complied with by them at or prior to the
Contribution Date; and

(©) The PTE permits the Contribution and the holding of the Preferred Interests and
AT&T Shares by the Trust and all the ancillary transactions contemplated
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pursuant to this Agreement, including without limitation, the transactions
necessary to effectuate the Call Option and the Put Option.

14.  This Agreement shall be binding upon, and inure solely to the benefit of, the
Trust, the Independent Fiduciary, AT&T Inc., the Issuer and their respective successors and
assigns, and no other person shall acquire or have any right under or by virtue of this Agreement.
No assignee, purchaser or any other transferee of any Preferred Interests from the Trust shall be
deemed a successor or assign of the Trust for the purpose of this Section 14 solely by reason of
such assignment, purchase or other transfer.

15.  This Agreement may be amended only by mutual written agreement of the
parties.

16.  This Agreement shall terminate only at such time as the PTE (or any successor
thereto) shall no longer be necessary for the Trust to hold or dispose of the Preferred Interests or
any AT&T Shares received in exchange therefor pursuant to this Agreement.

17.  Inthe event of the termination or resignation of the Independent Fiduciary, AT&T
Inc. shall promptly appoint a successor independent fiduciary in accordance with the terms of
that certain Investment Management Agreement of even date herewith by and among AT&T
Services, Inc., AT&T Inc. and the Independent Fiduciary. Such successor independent fiduciary
shall acknowledge in writing the assignment to it of this Agreement and its acceptance of all
rights and responsibilities of the Independent Fiduciary hereunder. In the event of the failure of
AT&T Inc. or its affiliates to promptly appoint a successor Independent Fiduciary, the Trustee
shall succeed to and may assert the rights of the Independent Fiduciary hereunder in accordance
with the terms of the Trust’s Declaration of Trust, and/or may seek the appointment by a court of
competent jurisdiction of a substitute trustee to exercise the rights of the Independent Fiduciary
hereunder, and AT&T Inc. shall fully indemnify and hold harmless the Trust from any costs or
liability in connection therewith, including as a result of violating the terms and conditions of the
PTE for failure to maintain an independent fiduciary.

18.  This Agreement shall be governed by and construed in accordance with the laws
of the State of Delaware, to the extent not preempted by ERISA or other federal law.

19.  The Preferred Interests described herein have been issued pursuant to, and are
subject to the provisions of, the LLC Agreement. In the case of a conflict between this
Agreement (including Schedule A hereto) and the LLC Agreement with respect to terms and
conditions of the Preferred Interests (including rights and obligations thereto), the LLC
Agreement shall control.

20.  This Agreement may be executed by the parties hereto in counterparts, each of
which shall be deemed to be an original, but all such respective counterparts shall together
constitute one and the same instrument.



AT&T INC.

By:

Name:

Title:

AT&T MOBILITYIILLC

By: AT&T MOBILITY CORPORATION, its sole Manager

By:

Name:

Title:

BROCK FIDUCIARY SERVICES, LLC

By

Name;:

Title:

JP MORGAN CHASE BANK, N.A., as trustee of
the SBC Master Pension Trust

By:

Name:

Title;
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Terms of Series A Cumulative Perpetual Preferred Membership Interests

Issuer AT&T Mobility II LLC (the “Issuer”)

Securities to be 320,000,000 units of Series A Cumulative Perpetual Preferred Membership
Contributed Interests (the “Preferred Interests™)

LLC The Preferred Interests have been issued pursuant to, and are subject to the
Agreement provisions of, the Third Amended and Restated Limited Liability Company
Agreement of AT&T Mobility IT LLC, dated as of , 2012 (the “LLC

Agreement”). In the case of a conflict between the Contribution Agreement
(including this Schedule A) and the LLC Agreement with respect to terms and
conditions of the Preferred Interests (including rights and obligations relating
thereto), the LLC Agreement shall control.

Distributions The Preferred Interests shall accrue cumulative distributions of $1.75 per
Preferred Interest per annum, payable quarterly upon declaration by the
Issuer, as and to the extent provided in the LLC Agreement. At any time when
distributions on any outstanding Preferred Interests are in arrears for purposes
of the LLC Agreement: (i) the Issuer shall not be permitted to make any
transfer of cash to AT&T Inc. or any other member of the Issuer, whether
pursuant to a loan, equity distribution or any other arrangement, and (ii)
AT&T Inc. shall not be permitted to pay any dividends on or make any
repurchases of its common stock.

Ranking The Preferred Interests shall rank senior to any other class or series of equity
interests in the Issuer in respect of the right to receive distributions and the
right to receive payments or distributions out of the assets of the Issuer upon
voluntary or involuntary liquidation, dissolution or winding up of the Issuer.

Liquidation In the event of any voluntary or involuntary liquidation, dissolution or

Preference winding up of the affairs of the Issuer, then, before any distribution or
payment shall be made to the holders of any other class or series of equity
interests, the holders of the Preferred Interests shall be entitled to $25.00 per
Preferred Interest plus any accrued and unpaid distributions.

Transfer Sale, assignment and transfer of the Preferred Interests is subject to the
Restrictions provisions of the LLC Agreement.
Voting Holders of Preferred Interests shall not have any voting rights (or other

approval rights) with respect to their interest in the Issuer or as to any other
matter as a result of holding the Preferred Interests, except as provided in the
LLC Agreement with respect to certain amendments to the LLC Agreement.

Other

AT&T Inc. and the Issuer shall be solely responsible for the tax, fee, expense, regulatory filings,
and financial accounting matters relating to the Preferred Interests and any aspect thereof.
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Report of Independent Fiduciary on the Contributions of Series A Cumulative
Perpetual Preferred Membership Interests of AT&T Mobility II LLC to the
SBC Pension Trust

This report is being submitted by Brock Fiduciary Services LLC (the “Independent
Fiduciary”) as the independent fiduciary for the AT&T Pension Benefit Plan and the AT&T
Puerto Rico Pension Benefit Plan (together, the “Plans™) in connection with the in-kind
contribution by AT&T Inc. of 320 million Series A Cumulative Perpetual Preferred Membership
Interests (the “Preferred Interests”) of AT&T Mobility II LLC (the “Issuer”) to the SBC Pension
Trust (the “Trust”). The Trust holds the assets of the Plans. The Independent Fiduciary was
appointed by AT&T Services, Inc. (the “Company”), the administrator and named fiduciary of
the Plans, as independent plan fiduciary, named fiduciary and investment manager with respect
to the above-referenced contribution (the “Contribution) pursuant to an Independent Fiduciary
Agreement dated as of May 1, 2012 among the Company, AT&T Inc. and the Independent
Fiduciary. A copy of the Independent Fiduciary Agreement is attached hereto as Exhibit A.
Pursuant to the Independent Fiduciary Agreement, the Independent Fiduciary is responsible for
(a) determining the value of the Contribution and whether the terms and conditions of the
Preferred Interests and the Contribution are prudent and fair to, and in the interest of, the Plans
and their participants and beneficiaries, (b) negotiating and entering into a contribution
agreement on behalf of the Trust and any other necessary collateral agreements, (c) reasonably
assisting AT&T Inc. in obtaining pursuant to the Employee Retirement Income Security Act of
1974, as amended (“ERISA”), a prohibited transaction exemption from the U.S. Department of
Labor (“DOL”) in connection with the Contribution and acting as independent fiduciary as
required by such exemption, and (d) preparing a written report on its determinations with respect
to the Contribution. This is the report required by the Independent Fiduciary Agreement.

In addition, the Independent Fiduciary has been appointed by the Company as an
investment manager of the Plans and Trust with full discretion to manage the portion of the
Trust’s assets consisting of the Preferred Interests from and after the date of the Contribution (the
“Contribution Date”). The Independent Fiduciary’s duties and authority are evidenced by an
Investment Management Agreement dated as of [date of contribution] among the Company,
AT&T Inc. and the Independent Fiduciary. A copy of the Investment Management Agreement is
attached hereto as Exhibit B. The Independent Fiduciary will manage the holding and
disposition of any shares of AT&T Inc. common stock received by the Trust in exchange for the
Preferred Interests, pursuant to the Call Option and Put Option described below, until such time
as the holding by the Trust of such shares does not require an individual prohibited transaction
exemption under ERISA.
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The Plans and the Trust

The Plans are defined benefit pension plans providing retirement benefits to employees
and former employees of AT&T Inc. and certain of its subsidiaries. The Trust holds
assets which fund the operations of the Plans. As of December 31, 2011, the fair market
value of the assets held in the Trust was approximately $46 billion. Based on the value of
the Preferred Interests, AT&T Inc. has represented that the fair market value of the
Contribution is approximately $9.2 billion in excess of the minimum funding contribution
required for 2013 with respect to the Plans and Trust by Section 412 and Section 430 of
the Internal Revenue Code of 1986, as amended. AT&T Inc. has represented that
approximately 72 percent of the Trust’s portfolio is invested in highly liquid, publicly
traded assets. Such assets have a fair market value of approximately $33 billion, which
can support approximately eight years of expected benefit payments under the Plans,
assuming no further contributions or return on assets. The Contribution is permitted
under the terms of the Plans and the Trust.

The Terms of the Preferred Interests

As negotiated by the Independent Fiduciary on behalf of the Plans, the Preferred Interests
have the following terms and conditions:

(a) 320 million Series A Cumulative Perpetual Preferred Membership Interests in
AT&T Mobility II LLC.

(b)  The Preferred Interests accrue cumulative distributions of $1.75 per Preferred
Interest per annum, payable quarterly upon declaration by the Issuer and pursuant
to the Third Amended and Restated Limited Liability Company Agreement of
AT&T Mobility II LLC (the “LLC Agreement”). At any time when distributions
on any outstanding Preferred Interests are in arrears for purposes of the LLC
Agreement: (i) the Issuer will not be permitted to make any transfer of cash to
AT&T Inc. or any other member of the Issuer, whether pursuant to a loan, equity
distribution or any other arrangement, and (ii) AT&T Inc. will not be permitted to
declare any dividends on or make any repurchases of its common stock.

(c) The Preferred Interests rank senior to any other class or series of equity interests
in the Issuer in respect of the right to receive distributions and the right to receive
payments or distributions out of the assets of the Issuer upon voluntary or
involuntary liquidation, dissolution or winding up of the Issuer.

(d)  Inthe event of any voluntary or involuntary liquidation, dissolution or winding up
of the affairs of the Issuer, then, before any distribution or payment shall be made
to the holders of any other class or series of equity interests, the holders of the
Preferred Interests shall be entitled to $25.00 per Preferred Interest plus any
accrued and unpaid distributions.

(e) The price for each Preferred Interest (“Option Price”) in the event of an exercise
of a Call Option or a Put Option (defined below) will be defined as the greater of
(i) the fair market value of the Preferred Interest, determined by the Independent
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Fiduciary as of the last day of the calendar quarter preceding the date of notice of
exercise of a Call Option or Put Option, as the case may be, or, for the portion of
Preferred Interests that cannot be exercised due to the limitations described in
paragraph (g) below, the fair market value of the Preferred Interest, determined by
the Independent Fiduciary as of the last day of the calendar quarter immediately
preceding the date such portion of the Preferred Interest is actually purchased by
AT&T Inc., and (ii) the sum of (a) $25.00 (i.e., $8 billion in the aggregate) plus
(b) any accrued and unpaid distributions. Any determination of fair market value
prior to the seventh anniversary of the Contribution Date will assume that (i) the
Call Option will become exercisable no earlier than the fifth anniversary of the
Contribution Date, and (ii) the Put Option will become exercisable no earlier than
the seventh anniversary of the Contribution Date.

AT&T Inc. and its wholly-owned, direct or indirect, affiliates and the Issuer
(individually or collectively, the “Purchaser”) have the right to purchase from the
Trust all or any portion of the Preferred Interests (the “Call Option™), at a price
per Preferred Interest equal to the Option Price, at any time and from time to time
(1) during the 12 month period following the date AT&T Inc. issues an annual
report reflecting the fully funded status of the Plans (on a GAAP basis), (ii) on or
after a “Change of Control” of the Issuer as described below (and subject to the
additional terms described below) or (iii) on or after the fifth anniversary of the
Contribution Date. The Call Option shall be exercisable upon 30 days’ prior
written notice by the Purchaser.

The Trust, under the direction of the Independent Fiduciary, has the right to
require AT&T Inc. to purchase the Preferred Interests (the “Put Option™), at a
price per Preferred Interest equal to the Option Price, at any time and from time
to time on or after the earlier of (i) the first date that the Issuer’s debt-to-total-
capitalization ratio (as defined in the Contribution Agreement attached hereto as
Exhibit D) exceeds that of AT&T Inc., (ii) a “Change of Control” of the Issuer as
described below (and subject to the additional terms described below) or (iii) the
seventh anniversary of the Contribution Date; provided, however, that except in
the event of a Change of Control of the Issuer, AT&T Inc. will not be required to
purchase more than 106,666,667 Preferred Interests in any 12 month period. The
Put Option shall be exercisable by the Trust upon 60 days’ prior written notice to
AT&T Inc. The obligation to purchase the Preferred Interests upon exercise of
the Put Option may be consummated by any Purchaser.

Upon the occurrence of any Change of Control (as defined below), AT&T Inc.
may exercise or assign its Call Option to the Issuer or any successor owner of
fifty percent or more of the capital or profits interest (or equity) of the Issuer
(exclusive of the Preferred Interests). If the Call Option is not exercised upon a
Change of Control, the parties will negotiate in good faith to determine
appropriate treatment of the Preferred Interests, which will be subject to the
approval of the Independent Fiduciary in its sole discretion. If no agreement can
be reached within 60 days of the Change of Control, the Put Option shall become
immediately exercisable in full, thereby giving the Independent Fiduciary the
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right to require AT&T Inc. to purchase all or any portion of the Preferred Interests
at the Option Price, except that (i) the limitation on the number of Preferred
Interests that AT&T Inc. may be required to purchase in any 12 month period as
described above shall not apply and (ii) AT&T Inc. shall have a period of up to
one year to pay the Option Price. “Change of Control” shall mean either (A) the
occurrence of any merger, reorganization or other transaction that results in
AT&T Inc., directly or indirectly, owning less than fifty percent of the capital or
profits interests (where the Issuer remains taxable as a partnership), or equity (if
the Issuer becomes taxable as a corporation) of the Issuer (exclusive of the
Preferred Interests), or (B) the transfer of more than fifty percent of the Plan’s
liabilities and of the Trust’s assets to an entity not under common control with
AT&T Inc.

At the sole election of AT&T Inc. or other Purchaser, as the case may be,
payment of the Option Price may be made in (i) fully paid and non-assessable
shares of AT&T Inc. common stock (“AT&T Shares”), (ii) cash, or (iii) a
combination of AT&T Shares and cash. Any AT&T Shares issued to pay all or a
portion of the Option Price will be valued for the purpose of determining the
number of AT&T Shares to be issued to satisfy the Option Price described above,
at the average closing price of the 20 trading days preceding the date of notice of
exercise (or, in the case of a delayed payment pursuant to the twelve month
payment period described above in connection with a Change of Control, the 20
trading days preceding the date of payment). AT&T Inc., the Independent
Fiduciary and the Trust have executed and delivered a Registration Rights
Agreement, dated as of the date hereof, providing for the registration of the
AT&T Shares under the Securities Act of 1933 and other matters as provided
therein.

Notwithstanding anything herein to the contrary, in no event shall AT&T Inc. or
other Purchaser, as the case may be, be required to deliver more than 250 million
AT&T Shares (the “Capped Number”) to the Trust in settlement of the Option
Price for the Preferred Interests; provided, however, AT&T Inc. may, in its
discretion, deliver more than the Capped Number of AT&T Shares. AT&T Inc.
represents and warrants that the Capped Number is equal to or less than the
number of authorized but unissued AT&T Shares that are not reserved for future
issuance on the date of determination of the Capped Number (which, for the
avoidance of doubt, is [the date of execution], 201 ). In the event AT&T Inc.,
through delivery of the Capped Number of AT&T Shares and AT&T Shares in
addition to the Capped Number of AT&T Shares, if any, will not have delivered
the full number of AT&T Shares otherwise deliverable in settlement of the Option
Price for the Preferred Interests, AT&T Inc. will use its best efforts to authorize
and deliver additional AT&T Shares and the Preferred Interests for which neither
AT&T Shares nor cash have been delivered shall remain outstanding in
accordance with their terms. AT&T Inc. may elect, solely at its option, to settle
the Option Price, in whole or in part, by delivering cash. In the event of a merger,
reorganization, consolidation, recapitalization, separation, split-up, liquidation,
share combination, stock split, stock dividend, or other change in the corporate
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structure of AT&T Inc. affecting the AT&T Shares (including a conversion of the
AT&T Shares into cash or other property), an adjustment may be made in the
number and class of shares of the AT&T Shares that may be delivered in
settlement of the Option Price for the Preferred Interests, as determined by AT&T
Inc. to prevent dilution with respect to the Capped Number.

Actions of the Independent Fiduciary

The Independent Fiduciary, on behalf of the Plans, negotiated the terms and conditions of
the Preferred Interests over several months. The members of the Independent Fiduciary’s
team, consisting of persons who have extensive financial management experience as
senior executives of major corporations and investment banks or who have many years of
experience as ERISA fiduciary law experts, engaged with senior officers of AT&T Inc. in
numerous discussions concerning the nature of the security to be contributed to the Trust
and its terms and conditions. In addition, in order to determine whether the Contribution
would be prudent and in the best interest of the Plans and their participants and
beneficiaries, the Independent Fiduciary utilized the services of its in-house security
analyst to determine the value of the Issuer and the value of the Preferred Interests as of
the date of this report. Those valuations will be updated to the Contribution Date.

The valuation of the Preferred Interests is memorialized in the report attached hereto as
Exhibit C, which the Independent Fiduciary affirms to be accurate as of the date of this
report. Ultimately, the Independent Fiduciary concluded its negotiations regarding the
terms and conditions of the Preferred Interests, which have been set forth in a
Contribution Agreement dated as of the Contribution Date, a copy of which is attached
hereto as Exhibit D.

In all of its deliberations and negotiations with AT&T Inc., the Independent Fiduciary
was advised by experienced outside ERISA counsel.

The Independent Fiduciary

The Independent Fiduciary is an investment adviser registered under the Investment
Advisers Act of 1940, as amended. The Independent Fiduciary is a wholly owned
subsidiary of Brock Capital Group. The Independent Fiduciary has extensive experience
as an independent fiduciary with respect to determining the value of non-publicly traded
securities, including securities of the same type as the Preferred Interests and managing
such assets on behalf of ERISA-covered plans and trusts. The Independent Fiduciary
valued the initial contribution by Chrysler Group LLC of its notes and common shares to
the UAW Retiree Medical Benefits Trust. The Independent Fiduciary continues to value
and manage those securities as the independent fiduciary with respect to those assets. The
Independent Fiduciary has played a similar role as independent fiduciary for the UAW
Retiree Medical Benefits Trust with respect to the common stock, preferred stock, and
warrants contributed by General Motors Company. The combined value of the employer
securities held in the UAW Retiree Medical Benefits Trust for which the Independent
Fiduciary is the independent fiduciary is approximately $20 billion. The Independent
Fiduciary delivers updated valuations of the securities to the trustees on an annual basis



and is actively engaged as independent fiduciary in the management and disposition of
those assets on behalf of the UAW Retiree Medical Benefits Trust.

The Independent Fiduciary calls upon the services of members of Brock Capital Group
who can provide the expertise required to appraise the value of employer securities
contributed to employee benefit plans. The Independent Fiduciary’s team members
include Stephen R. Wilson (former CFO of RJR Nabisco, The Reader's Digest
Association, and Reckitt & Colman plc), Steven C. Baum (former Managing Partner of
Marks Paneth & Shron), Norman H. Brown Jr. (former Managing Director of Donaldson
Lufkin & Jenrette), Anthony A. Dreyspool (ERISA attorney and author of the book
ERISA Fiduciary Law for Non-Lawyers), Alain Lebec (former Vice Chairman of Merrill
Lynch Investment Banking), Donald Walkovik (former Senior Partner at Sullivan &
Cromwell) and Charles O. Svenson (attorney and investment banker with Dewey
Ballantine, Goldman Sachs, and Donaldson Lufkin & Jenrette).

The Independent Fiduciary is independent of AT&T Inc. and its subsidiaries and
affiliates, including the Issuer. The Independent Fiduciary’s fees and expenses earned
under the Independent Fiduciary Agreement and the Investment Management Agreement
will be paid by the Trust, although for convenience AT&T Inc. may from time to time
pay the Independent Fiduciary’s fees and expenses and will be reimbursed by the Trust.
The Independent Fiduciary does not receive, directly or indirectly, any other
compensation or consideration from AT&T Inc. and its affiliates. Thus, the net amount
of compensation paid by AT&T Inc. and its affiliates to the Independent Fiduciary is 0%
of the Independent Fiduciary's gross annual revenues. The Independent Fiduciary’s
compensation for its services under the Independent Fiduciary Agreement and the
Investment Management Agreement is not contingent upon or in any way affected by the
Independent Fiduciary’s decisions. The Independent Fiduciary has not previously
provided services to AT&T Inc. and its affiliates.

Independent Fiduciary’s Determinations

The proposed prohibited transaction exemption requires that the Contribution be in the
interest of the participants and beneficiaries of the Plans. The Independent Fiduciary
acknowledges that it fully understands its duties and responsibilities under ERISA in
acting as a fiduciary on behalf of the Plans. The Independent Fiduciary is not acting on
behalf of AT&T Inc. or the Issuer. For the reasons set forth below, the Independent
Fiduciary has concluded that it is prudent for the Plans to accept the Contribution and that
the Contribution is in the interests of the Plans and their participants and beneficiaries and
protective of the rights of such participants and beneficiaries.

(@ The Contribution is well in excess of legally required contributions to the Plans
for 2013. The fair market value of the Contribution is approximately $9.5 billion,
approximately $9.2 billion more than the required contribution. Thus, this
voluntary contribution of valuable assets to the Plans and Trust will far exceed
what AT&T Inc. represents it would contribute if it were to make only a cash
contribution equal to its minimum funding requirement.
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The Preferred Interests are senior preferred interests of the Issuer, a company that
provides the wireless services marketed under AT&T Inc.’s name. The Issuer is
one of the largest wireless telecommunications providers in the United States and
serves about 103 million mobile phone users across the United States. The Issuer
is one of the most profitable and fastest growing business segments in AT&T
Inc.’s corporate structure. The Independent Fiduciary has determined that the
cash flows of the Issuer are large enough to cover the annual cash distributions on
the Preferred Interests.

The cumulative annual cash distribution rate of the Preferred Interests ($1.75 per
annum per Preferred Interest) is very favorable compared to income returns that
could be obtained on prudent investments under current market conditions.
AT&T Inc. has represented that the expected annual cash flow payable on the
Preferred Interests will exceed the 2013 minimum required funding contribution
to the Trust. As noted in the Independent Fiduciary’s valuation report attached as
Exhibit C, the distribution payment rate is significantly above the yields on
comparable fixed income securities. Furthermore, the restriction on payment of
dividends on AT&T Shares or purchases by AT&T Inc. of AT&T Shares if
distributions on any Preferred Interests are in arrears will be an incentive to the
Issuer to pay all distributions on a regular basis. If the Issuer misses any
distribution payment, the cumulative distribution feature means that the Plans will
not lose any current return on the Preferred Interests. As noted above, the
Independent Fiduciary has also determined in its valuation of the Issuer that the
Issuer generates an annual cash flow after capital expenses to easily cover the
annual $560 million expected distribution on the Preferred Interests.

The Independent Fiduciary has applied a discount rate for the quarterly
distribution and redemption proceeds of between [1.81 percent and 2.01
percent] and has taken an additional liquidity discount on the redemption
proceeds. The Independent Fiduciary has valued the Preferred Interests as of
[ , 2012] at a range of between $[9.170 billion] and $[9.979 billion] (or
$28.66 per Preferred Interest and $31.18 per Preferred Interest), with a mid-point
in the range of $[9.573 billion (or $29.91 per Preferred Interest). This
valuation supports its conclusion that the Contribution is well in excess of the
required funding amount for 2013 and confers a significant benefit to the Plans.

The terms of and conditions of the Preferred Interests, including the Put Option
and Call Option, are protective of the interests of the Plans and Trust and are as
favorable to the Plans as such terms would be if negotiated at arm’s length under
similar circumstances between unrelated third parties.

The Independent Fiduciary will monitor the continued holding of the Preferred
Interests by the Trust. The Independent Fiduciary will manage the holding and
disposition of the Preferred Interests pursuant o the Investment Management
Agreement and will have sole authority on behalf of the Plans to take whatever
action the Independent Fiduciary deems appropriate to insure that the transaction
remains in the interest of the Plans. The Independent Fiduciary will enforce



compliance with all conditions and obligations imposed on any party dealing with
the Plans by the prohibited transaction exemption granted with respect to the
Contribution. The Independent Fiduciary will manage any AT&T Shares
received by the Trust in exchange for the Preferred Interests pursuant to the Call
Option and Put Option until such time as a prohibited transaction exemption is no
longer needed.

Under penalty of perjury, to the best of the Independent Fiduciary’s knowledge and belief, all of
the representations and statements made by the Independent Fiduciary in this report are true and
correct.

Brock Fiduciary Services LLC

By:

Dated: [XX,XX], 201 _ [the Contribution Date]
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Exhibit A to Report of Independent Fiduciary:

Independent Fiduciary Agreement

See Exhibit D.1 to the Application



Exhibit B to Report of Independent Fiduciary:

Investment Management Agreement

See Exhibit D.3 to the Application



Exhibit C to Report of Independent Fiduciary:

Valuation Report of the Preferred Interests

See Exhibit B to the Application



Exhibit D to Report of Independent Fiduciary:

Contribution Agreement

See Exhibit D.2 to the Application



EXHIBIT C

PROPOSED EXEMPTION

Based on the facts and representations set forth in this application, the Department is
considering granting an exemption under the authority of Section 408(a) and in accordance with
the procedures set forth in 29 CFR Part 2570, Subpart B (76 FR 66637, 66644, October 27,

2011).

L Covered Transactions

The restrictions of sections 406(a)(1)(A), 406(a)(1)(E), 406(a)(2), 406(b)(1) and 407(a),
and the sanctions resulting from the application of section 4975(a) and (b) of the Code, by reason
of section 4975(c)(1)(A) through (E) of the Code, shall not apply to:

A.

the transfer to the Trust on behalf of the AT&T Pension Benefit Plan and the
AT&T Puerto Rico Pension Benefit Plan (collectively, the Plans) by AT&T Inc.,
a party in interest with respect to such Plans, of Series A Cumulative Perpetual
Preferred Membership Interests with a fair market value of approximately $9.5
billion (the Preferred Interests) in AT&T Mobility II LLC, an indirect wholly
owned limited liability company subsidiary of AT&T Inc. (the Issuer), through
the in-kind contribution of such Preferred Interests;

the holding by the Trust of the Preferred Interests and any shares of AT&T Inc.
common stock (the AT&T Shares) received upon disposition of the Preferred
Interests, on behalf of the Plans;

the granting by the Trust to AT&T Inc. and its wholly-owned, direct or indirect,
affiliates and the Issuer (individually or collectively, the Purchaser) of the Call
Option, and the disposition of the Preferred Interests in connection with the
Purchaser’s exercise of the Call Option;

the acquisition and holding by the Trust of the Put Option, and the disposition by
the Trust of the Preferred Interests in connection with the Trust’s exercise of the
Put Option;

any disposition, restructuring or recapitalization of the Preferred Interests
resulting from a Change of Control of the Issuer; and

the retention on behalf of the Plans of an independent fiduciary pursuant to an
investment management agreement with an indefinite term, subject to termination
on behalf of the Plans and Trust for cause.

II. Conditions

The exemptions are conditioned upon adherence to the material facts and representations
described herein and upon satisfaction of the following requirements:

CHI1 7049105v.1



An independent qualified fiduciary (the Independent Fiduciary), acting on behalf
of the Plans, represents the Plans' interests for all purposes with respect to the
Preferred Interests, and determines, prior to entering into any of the transactions
described herein, that each such transaction is in the interest of the Plans;

The Independent Fiduciary determines the fair market value of the Preferred
Interests contributed to the Trust as of the date of the contribution, consistent with
sound principles of valuation;

The Independent Fiduciary negotiates and approves the terms of the Preferred
Interests, the Call Option and the Put Option, and each other document related to
the transactions;

The Independent Fiduciary manages the holding and disposition of the Preferred
Interests and takes whatever actions it deems necessary to protect the rights of the
Plans with respect to the Preferred Interests;

The terms of any transactions between the Plans and a Purchaser are no less
favorable to the Plans than terms negotiated at arm's-length under similar
circumstances between unrelated third parties determined by the Independent
Fiduciary, at the time the contractual terms with respect to such transactions,
including without limitation, the Call Option and the Put Option, are entered into;

The Plans incur no fees, costs or other charges (other than the fees and expenses
of the Independent Fiduciary) as a result of any of the transactions described
herein;

The Trustee maintains for a period of six (6) years from the date any Preferred
Interests are contributed to the Trust and for a period of six (6) years from the date
of any disposition of Preferred Interests by the Trust or the purchase of Preferred
Interests by a Purchaser, the records necessary to enable the persons described in
paragraph (d) below to determine whether conditions of this exemption have been
met, except that (i) a prohibited transaction will not be considered to have
occurred if, due to circumstances beyond the control of the Trustee, the records
are lost or destroyed prior to the end of the six-year period, and (ii) no party in
interest other than the Trustee shall be subject to the civil penalty that may be
assessed under Section 502(i) if the records are not maintained, or are not
available for examination as required by paragraph (i) below; and

Except as provided in section (2) of this paragraph and notwithstanding any
provisions of section 504(a)(2) and 504(b), the records referred to in paragraph (c)
above shall be unconditionally available at their customary location during normal
business hours by:

a. any duly authorized employee or representative of the Department;
and
b. any participant or beneficiary of the Plan, or any duly authorized

representative of such participant or beneficiary.

2. None of the persons described above in subparagraph (1)(B) of this
paragraph (d) shall be authorized to examine the trade secrets of AT&T Inc. or



the Issuer or commercial or financial information that is privileged or
confidential.

III. Definitions

[To be supplied after review by the Department. ]



EXHIBIT D

RELEVANT DOCUMENTS

The following documents are attached hereto:

1.

2.

Independent Fiduciary Agreement;

Contribution Agreement;

. Investment Management Agreement; and

Registration Rights Agreement



EXHIBIT D.1
TO
EXEMPTION APPLICATION

INDEPENDENT FIDUCIARY AGREEMENT



INDEPENDENT FIDUCIARY AGREEMENT

This Independent Fiduciary Agreement (this "Agreement") is entered into by and among
AT&T Services, Inc. (the “Company”), in its corporate capacity and as plan administrator and
named fiduciary of the employee benefit plans funded by the SBC Master Pension Trust (the
"Pension Trust”) and as a named fiduciary of the AT&T Union Welfare Benefit Trust (the
"VEBA", together with the Pension Trust the "Trusts”), AT&T Inc., solely for purpose of
providing the indemnity contained in guaranteeing payment of any amount due under Section 9
of this Agreement; and Brock Fiduciary Services LLC, a Delaware limited liability company (the
"Independent Fiduciary") (collectively, the "Parties").

WITNESSETH:

WHEREAS, the Pension Trust is established pursuant to a Declaration of Trust dated as
of January 1, 2007, and as amended, by and between SBC Communications, Inc. (now called
AT&T Inc.) (“AT&T") and J.P. Morgan Chase Bank, N.A., as Trustee thereof (the "Pension
Trustee"), to hold the assets of certain pension plans of the Company identified in such
Declaration of Trust;

WHEREAS, the VEBA is established pursuant to a Declaration of Trust dated as of
March 31, 1993, and as amended, by and between AT&T and Mellon Trust of New England,
NL.A., as successor to Boston Safe Deposit and Trust Company, as Trustee thereof (the "VEBA
Trustee," together with the Pension Trustee, the "Trustees"), to hold the assets of certain welfare
benefit plans of the Company identified in such Declaration of Trust (such plans, together with
the previously referenced pension plans, the "Plans");

WHEREAS, the Company has been appointed the “Plan Administrator” (as that term is
defined in section 3(16)(A) of the Employee Retirement Income Security Act of 1974, as
amended (“ERISA”)) and “named fiduciary” within the meaning of section 402(a)(2) of ERISA
of each of the Plans;

WHEREAS, the Company has delegated to the AT&T Inc. Benefit Plan Investment
Committee (the “Committee”) the Plans with the power and authority, inter alia to appoint and
remove trustees and investment managers, to enter into and amend trust agreements or other
agreements relating to the management of Plan assets and, in so doing, has designated the
Committee as a “named fiduciary” with respect to the Plans with the foregoing power and
authority;

WHEREAS, the Company has determined to make a contribution (the "Contribution") of
employer securities, within the meaning of section 407(d)(1) of the Employee Retirement
Income Security Act of 1974, as amended ("ERISA™),! to the Trusts, in the form of preferred

! All references to ERISA hereunder include the parallel prohibited transaction provisions of section 4975 of the
Intenal Revenue Code of 1986, as amended (the "Code"), to the extent applicable.



equity interests (the "Shares") in AT&T Mobility LLC, a limited liability company organized
and existing under the laws of the State of Delaware (the "Subsidiary"), the rights and features of
such Shares to be determined by the Company in its sole discretion subject to agreement of the
Independent Fiduciary and consistent with the terms of the PTE referenced below;

WHEREAS, the Company intends that the total value of the Contribution shall be not
less than approximately $9 billion, subject to a valuation of the Shares to be made by the
Independent Fiduciary pursuant to this Agreement, which Shares shall be allocated between the
Trusts as determined by the Company, subject to the approval of the Independent Fiduciary;

WHEREAS, the Shares will not be "qualifying employer securities” within the meaning
of ERISA section 407(d)(5), and therefore the Company must obtain an individual prohibited
transaction exemption ("PTE") from the Department of Labor ("DOL") in connection with the
Contribution; and

WHEREAS, the Company has determined to appoint the Independent Fiduciary as a
named fiduciary and investment manager with discretion on behalf of the Trusts, over their
acceptance of the Contribution.

NOW, THEREFORE, for and in consideration of the premises and the mutual
covenants and agreements contained herein, it is agreed as follows:

1. APPOINTMENT OF THE INDEPENDENT FIDUCIARY.

(a)  Appointment. The Independent Fiduciary hereby represents and warrants
that it is (and shall continue to be during the term of its engagement hereunder) an investment
adviser registered under the Investment Advisers Act of 1940, as amended, and that it is (and
shall continue to be) qualified to act as an "investment manager" (as that term is defined in
section 3(38) of ERISA). On the basis of such representation and warranty, the Independent
Fiduciary hereby is appointed as a “named fiduciary” within the meaning of section 402(a}(2) of
ERISA and as such an investment manager with respect to the acceptance by the Trusts of the
Contribution, all in accordance with the duties and responsibilities described in this Agreement.
The Company and the Committee acknowledge receipt of a current and valid copy of the
Independent Fiduciary's Form ADV, Part II.

(b)  Fiduciary Status. The Independent Fiduciary acknowledges that it is a
"fiduciary" (as such term is defined in section 3(21) of ERISA) of each Plan with respect to the
acceptance by each Plan and Trust of the Contribution, to the extent of its authority and
responsibility as set forth in this Agreement. The Independent Fiduciary represents that it is not
subject to any of the disqualifications described in section 3(21)(A) of ERISA, with respect to
the acceptance by each Plan and Trust of the Contribution, or in section 411 of ERISA. The
Independent Fiduciary shall perform its duties with respect to the acceptance of the Contribution
by each Plan and Trust in compliance with Section 18 hereof and applicable law.

(¢)  Authority. Each of the Parties represents and warrants that it is
authorized to enter into and perform its obligations under this Agreement without limitation, and
that no further authorizations or consents are required.



2, SCOPE OF ENGAGEMENT. The Independent Fiduciary's sole responsibilities
pursuant to this Agreement shall be:

(a) determining the value of the Contribution and determining whether the
terms and conditions of the Shares and the Contribution are prudent and fair to, and in the
interest of, the Plans and Trusts;

(b)  reporting its foregoing determinations in a written report (the "Report") to
the Company and the Committee;

(c) negotiating with the Company and executing on behalf of the Trusts a
contribution agreement or other collateral agreements necessary or appropriate for
implementing the Contribution (the "Transaction Agreements"); and

(d)  reasonably assisting the Company in obtaining a PTE from DOL and in
satisfying any terms and conditions thereof, and reasonably complying with the
conditions or limitations imposed on the Independent Fiduciary by such PTE.

3. LIMITATIONS ON SCOPE OF SERVICES. Subject to applicable law, the
Independent Fiduciary shall have no authority or responsibility with respect to the following, and
the subject matter of the engagement pursuant to Section 2 shall not include any of the following:

(a) management or disposition of the Shares subsequent to the acceptance of
Contribution, except as and to the extent provided in one or more separate Investment
Management Agreements to be entered into between the Parties;

(b)  determining whether the Contribution, the Shares, or any terms and
conditions thereof comply with ‘any laws or regulations other than ERISA applicable to
the Company or the Trusts, including but not limited to federal or state
telecommunications laws and regulations promulgated by the Federal Communications
Commission (FCC), securities laws and regulations, and applicable corporate laws;

(© determining the treatment of the Shares as equity or debt for tax, financial
accounting or any other purpose other than ERISA;

(d) the filing of any forms or documents with any regulatory authority,
including but not limited to DOL, the Internal Revenue Service, the Pension Benefit
Guaranty Corporation, the FCC, or the Securities and Exchange Commission, except that
the Independent Fiduciary shall cooperate with the Company or the Committee in
completing and filing any such forms or documents as reasonably requested,;

(e) preparing or making any disclosures or other communications to Plan
participants, Company employees, or any third parties;

® except as provided in ERISA with respect to co-fiduciary liability, acts or
omissions of fiduciaries or persons other than the Independent Fiduciary and its officers,
directors, principals, shareholders, members, managers, employees and agents;



() losses, claims, damages, fees, expenses, judgments, settlements or the like
arising from matters outside the scope of services the Independent Fiduciary has agreed
to render hereunder;

(h)  evaluating or advising the Company or the Committee on any assets of the
Trusts other than Shares, including but not limited to any Company securities of any kind
acquired by the Trusts other than pursuant to the Contribution;

(@i} valuing any assets of the Trusts other than the Shares, or determining
whether the acquisition or holding of the Shares by either Trust violates the percentage
limitation of ERISA section 407(a)(2) with respect to any Plan or such other percentage
limitation as may be set out in the PTE;

()] recommending any amendments to the Trusts or the Plans, except to the
extent the Independent Fiduciary determines that such an amendment is necessary or
appropriate to aid the Independent Fiduciary in exercising the Trusts' rights with respect
to the Contribution or the Shares;

(k)  paying benefits under any Plan, or ensuring the continuation of any Plan;

()] establishing or changing the investment goals or operation of any Plan or
Trust; or

(m)  rendering legal advice of any sort.
4, ADDITIONAL DUTIES AND REPRESENTATIONS OF THE PARTIES.

(@) Independence. The Independent Fiduciary represents and warrants that it
is independent of and unrelated to the Company and that:

D it does not directly or indirectly control, is not controlled by, and is
not under common control with the Company;

(ii) neither it, nor any of its officers, directors, principals, shareholders,
members, managers or employees is an officer, director, partner or employee of
the Company; and

(iii) it does not have any interest that would affect its best judgment as
described in DOL Regulation §2550.408(b)-2(e)(1).

(b)  Regulatory Compliance. The Independent Fiduciary represents and
warrants to the Trusts that it has secured, paid for, and completed any and all registrations,
filings, permits, licenses, consents and examinations required by any governmental authority
with regulatory authority or oversight over the Independent Fiduciary in connection with the
performance of its duties and responsibilities under this Agreement, and any contractual
obligation, law or regulation to which it is subject.



(c)  Persons to Perform Services. The Independent Fiduciary shall advise
the Company and the Trustees from time to time in writing as to the employees or officers of, or
other persons affiliated with, the Independent Fiduciary who are authorized to act on behalf of
the Independent Fiduciary in connection with performance of services under this Agreement, and
shall provide the foregoing with specimen signatures of such persons. The Independent
Fiduciary represents and warrants that such persons are individuals who are experienced or
knowledgeable in the performance of the various functions of the nature contemplated by this
Agreement. The Independent Fiduciary shall provide the Company and the Trustees with
prompt notice of any material change in control of the Independent Fiduciary or in the event of
any change with regard to the list of authorized persons described above. The Company shall
appropriately direct the Trustees with respect to the authority of such persons over the Trusts.

(d)  Persons Authorized to Act on Behalf of the Company. The Company
shall furnish the Independent Fiduciary from time to time, upon request of the Independent
Fiduciary, with the names, titles and authorities of its officers and employees who are authorized
to act on behalf of the Company, the Committee and/or the Trusts with respect to the Shares,
together with specimen signatures of those individuals who are authorized to act with respect to
the Independent Fiduciary. Upon request by the Company, the Committee or the Trustees, the
Independent Fiduciary shall furnish the Company, the Committee and the Trustees, respectively,
with the names of the persons authorized to act on its behalf and provide specimen signatures of
those individuals who are authorized to act on its behalf with respect to the Shares in a form and
manner acceptable to the Company, the Committee and the Trustees.

(e) Information to be Furnished. The Company has provided or shall
timely provide the Independent Fiduciary with copies of the current Plan and Trust documents
including all amendments thereto as well as current information and all other disclosures
provided to Plan participants and beneficiaries regarding the Shares, copies of all Transaction
Agreements, and copies of its application to the DOL for the PTE and all correspondence with
the DOL regarding the PTE, and will furnish or cause to be furnished to the Independent
Fiduciary during the term of this Agreement (i) current copies of the Plans and any subsequent
amendments to the Trusts; and (ii) copies of the Plans' and Trusts' most recent Form 5500 and
990 filings and all other financial and other information regarding the Plans and Trusts as and
when reasonably requested by the Independent Fiduciary, as well as reasonable access to internal
staff and outside professionals engaged by the Company. The Company represents that the
information that is provided will be accurate and complete in all material respects to the best of
its knowledge and will be timely provided. The Independent Fiduciary and its affiliates shall be
entitled to rely upon and assume the accuracy and completeness of such information so provided.
The Company shall use commercially reasonable efforts to avoid providing to the Independent
Fiduciary or the Trusts any information that would be considered material, non-public
information regarding the Company.

® Cooperation. The Committee shall furnish the Independent Fiduciary
with any material information relating to the Shares which may come to its attention in its
fiduciary capacity under the Plans.

(g) ERISA Section 408(b)(2). The Independent Fiduciary is a covered
service provider as defined in DOL Reg. §2550.408(b)-2(c)(1)(iii). The Independent Fiduciary
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expects to receive from each Trust direct compensation (as defined in the Final Rule) for its
services in connection with this Agreement, which services are described in greater detail in
Section 2. This direct compensation is expected to be paid to the Independent Fiduciary in the
manner described in Section 14. In the event of the termination of the Independent Fiduciary’s
services described herein with respect to the Trusts, the Independent Fiduciary expects to receive
only the direct compensation otherwise due through the effective date of such termination as
provided in Section 14. The Independent Fiduciary does not expect to receive any indirect
compensation (as defined in DOL Reg. §2550.408(b)-2(c)(1)(viii}(B)(2)) in connection with the
aforementioned services to the Trusts. The Independent Fiduciary also does not expect to
receive or pay, and shall not accept or pay, any direct or indirect compensation (as those terms
are defined in DOL Reg. §2550.408(b)-2(c)(1)(vii}B)) to or from any party, or to charge any
direct or indirect compensation directly against the Trusts or against the assets in the Trusts,
other than as detailed herein.

(h)  Company as Named Fiduciary, The Company acknowledges that it is a
"named fiduciary” (as that term is defined in section 402(a)(2) of ERISA) for the Plans and the
Trusts. The Committee acknowledges that it has been designated by the Company to carry out
its duties as “named fiduciary” as so defined and that it has the authority to designate the
Independent Fiduciary as a named fiduciary and investment manager pursuant to this Agreement.

() Reliance. The Independent Fiduciary acknowledges that the
acknowledgements, representations warranties and agreement contained in this Agreement are
continuing and are understood to be relied upon by the Committee, the Company, and the
Trustees (including any successor or substitute Trustee), and it shall promptly notify the
Committee in writing in the event that any of the acknowledgements, representations, warranties
or agreements are, or are anticipated to be, no longer true.

5. RECORDS. The Independent Fiduciary shall maintain accurate books and
records relating to all transactions involving Shares for a period of seven (7) years or longer as
required by applicable law following the calendar year in which such transactions were effected.
The Independent Fiduciary shall take all reasonable steps to assist the Trustees in keeping
accurate and detailed records of all transactions involving Shares and shall reconcile with the
Trustee accounts and statements of all assets (including holdings detail), performance and
transactions at least monthly. The Independent Fiduciary shall from time to time make reports
concerning the status of the Shares; furnish to the Trustees and Committee such financial
statements and reports and other information as the Trustees and Committee may, in their sole
discretion, reasonably request from time to time with respect the Shares, or with respect to such
reports as may be required to be prepared and furnished by the Trustees pursuant to the
provisions of the Declaration of Trusts; and furnish such information concerning the Shares to
such persons as the Company may, in writing, reasonably request. The Independent Fiduciary
shall maintain such records for the period required by ERISA or other applicable law.

6. AUDITING. The Independent Fiduciary agrees that the Company and the
Committee shall have the right, through authorized representatives of the Company and through
independent certified public accountants engaged by the Company or the Committee, as the case
may be, to inspect and audit, during normal business hours of the Independent Fiduciary, all of
the Independent Fiduciary’s records, files and other documents (including, without limitation,
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documentation relating to expenses reimbursed pursuant to Section 14(c)) related to its
performance of this Agreement. ‘

(a) In order to fulfill the requirements of an audit requested with respect to
this Agreement, the Independent Fiduciary agrees to permit the Trustees, the Committee
and the Company to inspect and audit, during normal business hours of the Independent
Fiduciary, any and all of the Independent Fiduciary’s records, files and other documents
relevant to transactions that directly impact the Shares. The Independent Fiduciary
agrees to assist in any reasonable manner in the satisfactory completion of the audit and,
upon a Party’s request, to provide such data as the Company may request in a format that
is mutually agreed upon by both parties.

(b)  In connection with an audit requested with respect to this Agreement, the
Company agrees to provide prior notice in writing when it desires to make an audit of the
Independent Fiduciary; to pay all reasonable extraordinary expenses incurred by the
Independent Fiduciary during the audit which have been agreed to in advance by the
Company; to take all reasonable necessary steps to assure minimal interference with the
Independent Fiduciary’s operation; to allow the Independent Fiduciary to review the
audit results and include with it a supplementary statement containing facts deemed
pertinent to the audit; and to provide a complete copy of the audit results, upon request by
the Independent Fiduciary, provided the Independent Fiduciary pays reasonable charges
associated with such request.

7. INSURANCE AND BONDS.

(a) Any and all insurance and/or bonds that the Independent Fiduciary may be
required to carry under the laws, ordinances, and regulations of any governmental
authority, with respect to the performance of services under this Agreement, are and shall
be the sole responsibility of the Independent Fiduciary.

(b)  With respect to performance hereunder, the Independent Fiduciary agrees
to maintain, at all times during the term of this Agreement, all insurance applicable to the
Independent Fiduciary’s performance of this Agreement in accordance with the standards
and practices of the Independent Fiduciary’s industry. The Independent Fiduciary agrees
to furnish to the Company and the Committee, on or before the date that this Agreement
is executed, certificates of insurance executed by a duly authorized representative of the
insurer evidencing the foregoing insurance and to permit the Company or the Committee
to inspect any such policies at the offices of the Independent Fiduciary upon request. The
Independent Fiduciary further agrees to provide the Company with notice of any changes
in such insurance that would cause the Independent Fiduciary to not be in compliance
with this Agreement, if implemented, at least 30 days prior to the effective date of any
such change in such insurance. The Independent Fiduciary also agrees to notify the
Company and the Committee in writing at least 30 days before replacement or
cancellation of such insurance.

(¢)  The Independent Fiduciary is bonded to the extent required by ERISA
section 412 or is exempt from such bonding requirements. The Independent Fiduciary



agrees to furnish to the Company, on or before the date that this Agreement is executed, a
copy of the certificate or other acceptable proof of the foregoing bond and to permit the
Company or the Committee to inspect any such bond at the offices of the Independent
Fiduciary upon request. The Independent Fiduciary further agrees to provide the
Company and the Committee with notice of any changes in such bond that would cause
the Independent Fiduciary to not be in compliance with this Agreement, if implemented,
at least 30 days prior to the effective date of any such change in such bond. The
Independent Fiduciary also agrees to notify the Company in writing at least 30 days
before replacement or cancellation of such bond.

8. LIMITATION ON LIABILITY. The Parties agree that the obligations of the
Parties hereunder are solely corporate obligations, and no individual officer, director, employee,
agent, shareholder, or controlling person of the Independent Fiduciary or any of its affiliates, will
be subject to any personal liability whatsoever in connection with this Agreement except as
otherwise required by law.

9. INDEMNIFICATION OF THE INDEPENDENT FIDUCIARY. The
Company and AT&T Inc. (collectively, the “Indemnitors™), to the extent permitted by applicable
law, shall indemnify the Independent Fiduciary and hold it and each of its officers, directors,
principals, shareholders, members, managers, employees and agents (individually an
"Indemnified Party"), harmless against any and all losses, claims, damages or liabilities,
including reasonable legal fees and expenses, to which any Indemnified Party may become
subject arising in any manner out of or in connection with the performance of the duties of the
Independent Fiduciary under this Agreement, except that such Indemnified Party will not be so
indemnified to the extent such losses, claims, damages or liabilities are finally adjudged by a
court of competent jurisdiction, or are determined by another proceeding mutually agreeable to
the Parties hereto, to have resulted from such Indemnified Party's breach of fiduciary duty,
material breach of this Agreement directly resulting in a loss to a Trust, fraud negligence or
willful misconduct. In addition, to the extent permitted by applicable law, the Company, in its
capacity as plan administrator, waives any rights or claims it may have against any Indemnified
Party in connection with the performance of services under this Agreement, except to the extent
such claims are based on such Indemnified Party's breach of fiduciary duty, breach of this
Agreement directly resulting in a loss to a Trust or the Company, fraud negligence or willful
misconduct. For purposes of this Agreement:

(a) Pursuant to the foregoing indemnification, the Indemnitors shall, upon
notice, advance or pay, or cause the relevant Trust(s) to advance or pay, promptly to or
on behalf of any Indemnified Party, all reasonable attorneys' fees and other expenses and
disbursements as they are incurred; provided, however, that the Indemnified Party shall
first provide to the Indemnitors evidence of its ability to repay (which may consist of
proof of insurance coverage) and, provided further, that it shall promptly reimburse to the
Trusts all amounts paid to it pursuant to this Section 9 to the extent that the Indemnified
Party is finally adjudged to have acted in a manner that involved negligence, willful
misconduct, breach of fiduciary duty, or material breach of this Agreement.

(b)  If any Indemnified Party has any reason to believe that a potential or
actual legal action or claim may exist or receives notice of the commencement of any
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action or proceeding involving the Indemnified Party, a Plan, a Trust, the Indemnitors,
the Committee or any subsidiary, affiliate, director, officer, employee or agent of any of
them (a "Claim"), the Indemnified Party will give the Company reasonably prompt
written notice thereof. ;

© If during the period of, or subsequent to the termination of, this
Agreement, any Indemnified Party is required to participate in any legal or other
proceeding (other than as a named party to such proceeding) in connection with the
services contemplated by this Agreement, the Company will compensate the Indemnified
Party for such services or time required at the Indemnified Party's per diem rates then in
effect, plus any reasonable legal fees and out-of-pocket expenses.

(d) It is understood by the Parties that the foregoing indemnification shall
survive the termination of this Agreement and the termination, for any reason, of the
services of the Independent Fiduciary as a fiduciary with respect to the Plans and Trusts.

10. INDEMNIFICATION OF THE COMPANY.

(a) Subject to such limitations as may be imposed by ERISA or other
applicable law, the Independent Fiduciary undertakes to indemnify and hold harmless the
Plans, the Trusts, the Company, the Committee and all officers, directors, principals,
shareholders, members, managers, employees, and agents of the Company (each an
“Indemnified Company Party”) of and from any liability or expense (including
reasonable attorney’s fees and expenses) in connection with or arising out of (i) any
breach of fiduciary duty by the Independent Fiduciary, (ii) any failure of the Independent
Fiduciary to perform any of the duties undertaken by it under the provisions of this
Agreement, (iii) any liability arising out of acts of the Independent Fiduciary which
constitute fraud, negligence, willful misconduct, or violation of law.

(b)  Anything hereinabove to the contrary notwithstanding, the Independent
Fiduciary shall have no responsibility to an Indemnified Company Party under the
foregoing undertaking to the extent that it has been judicially determined that: (i) the
Indemnified Company Party breached its fiduciary duties or failed to perform any of the
duties undertaken by it under the provisions of this Agreement, or (ii) such liability arises
out of acts of an Indemnified Company Party which constitute fraud, negligence, willful
misconduct, or violation of law.

11. DEFENSE AND SETTLEMENT. In the absence of agreement between the
parties hereto to the contrary, each party shall prosecute its own defense of any third party cause
of action involving the determination of the rights or obligations of any third party making any
claim pursuant to this Agreement, the Plans, any applicable collective bargaining agreement or
any local, state or federal law. Each party hereto shall have sole authority to select its counsel in
any such proceeding. The Company shall take the lead in the prosecution of the defense of any
such proceeding. The Independent Fiduciary shall use its best efforts to obtain the cooperation
of its employees and agents in the defense of any litigation arising in connection with this
Agreement. Without the prior written consent of the Company, the Indemnified Party will not
enter into any settlement relating to any Claim which would create any financial or other



obligation on the part of a Trust or a Plan under this Agreement. Without the prior written
consent of the Indemnified Party, the Company (or a Trust) will not enter into any settlement
relating to any Claim which would lead to liability or create any financial or other obligation on
the part of the Indemnified Party.

12. IMPLEADER. The Independent Fiduciary agrees not to implead or bring any
action against the Company, any subsidiary or other affiliate of the Company, or any director,
officer, employee, contractor or agent thereof, based on any claim by any person for personal
injury or death of any employee or agent of the Independent Fiduciary that occurs in the course
of the Independent Fiduciary’s performance of this Agreement, provided, however, that the
foregoing shall not apply to circumstances wherein the Company, any subsidiary or other
affiliate of the Company, or any director, officer, employee, contractor or agent thereof inflicts or
is directly or indirectly responsible for the infliction of physical injury (whether or not such
physical injury causes the death of the employee) upon an employee, contractor or agent of the
Independent Fiduciary.

13.  COST OF ENFORCEMENT. In any action brought by either party against the
other party to enforce or interpret the provisions of this Agreement, the prevailing party shall be
entitled to recover all reasonable attorney's fees and costs of the action.

14. FEES AND EXPENSES.

(@  The Independent Fiduciary shall be compensated for its services pursuant
to this Agreement in the amount of $166,667 per calendar month payable in arrears effective
May 1, 2012, terminating upon the later of the completion of the Contribution and the
completion of the Independent Fiduciary’s Report or upon any earlier termination of this
Agreement pursuant to Section 16(b) below. If the Independent Fiduciary's services with respect
to the Shares terminate at any time other than at the end of a calendar month, such fee shall be
prorated and the difference refunded based on the portion of such calendar quarter during which
this Agreement was in force. Although certain reasonable fees and expenses incurred by the
Independent Fiduciary pursuant to this Agreement may be paid by the Company (whether or not
reimbursed by the Trusts), it is understood that the Independent Fiduciary's sole professional
responsibilities are to the Plans and Trusts.

(b)  Notwithstanding the foregoing, the total amount payable pursuant to
Section 14(a) shall not exceed $2,000,000 provided, however, that in the event of a material
change in the terms of the proposed Contribution or a material non-recurring transaction or
project or other event occurring outside the ordinary course (other than the mere passage of time
or the Contribution) requiring a material change in the services to be rendered by the
Independent Fiduciary (by way of example only, an FCC review of the Contribution requiring
substantial involvement of the Independent Fiduciary), or Company's failure to complete a
Contribution of Shares to the Pension Trust and/or to the VEBA within twelve (12) months after
the effective date the Report, the Company, the Committee and the Independent Fiduciary shall
consult with each other, in good faith, on an appropriate fee for such change in the services or
with respect to such additional time period.
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(¢)  The Independent Fiduciary’s fee shall be paid by the Company, subject to
the terms of the Plans and Trust permitting the reimbursement of such amounts. The Company
shall also within 30 days of each written request reimburse the Independent Fiduciary for its
reasonable expenses, disbursements and costs that are incurred (i) for out-of-town travel and (ii)
advice of outside counsel directly in support of the services described in Section 2(d) of this
Agreement. By submitting any such request for reimbursement, the Independent Fiduciary shall
be deemed to have represented to the Company and the Committee that such amounts have been
determined by the Independent Fiduciary to be reasonable within the meaning of section
- 408(b)(2) of ERISA for the services provided and have been paid by the Independent Fiduciary.
It is understood by the Parties that any outside legal counsel retained by the Independent
Fiduciary represents the Independent Fiduciary exclusively, and the attorney-client privilege
with respect to the above-described services will be solely between the Independent Fiduciary,
on behalf of the Plans, and such counsel.

(d) Invoices may be submitted by email or other electronic means acceptable
to the Trusts and the Independent Fiduciary. Unless the Independent Fiduciary is otherwise
advised in writing, invoices shall be directed to:

AT&T Services, Inc.

c/o William H. Hammond

Vice President, Investment Management
One AT&T Way

Room 3D101

Bedminster, New Jersey 07921-2693

15s. CONFIDENTIALITY.

(@)  The Independent Fiduciary shall treat as confidential any Confidential
Information with respect to the Shares, as well as with respect to any financial or other
information relating to the Company or a Trust which it obtains in its capacity as the
Independent Fiduciary or otherwise.

(b)  The Independent Fiduciary shall promptly provide prior notice to the
Company (except where such prior notice is prohibited by law), before it can disclose any
information with respect to Shares or a Trust that would be Confidential Information
except that the disclosure is required by law, regulation or other binding authority,
including (without limitation) requirements under ERISA, the Securities Exchange Act of
1934 and the Investment Advisers Act of 1940. In the event that the Independent
Fiduciary is requested (by oral questions, interrogatories, subpoena duces tecum or
similar process) to disclose any information that would be Confidential Information
except for the requirement to disclose, the Independent Fiduciary shall provide the
Company with prompt notice of such request. In the event that the Independent
Fiduciary discloses information that would otherwise be Confidential Information
without prior notice to the Company (because such disclosure is required by law and
prior notification thereof to the Company is prohibited by law), the Independent
Fiduciary shall notify the Company concerning such disclosure as soon as practicable and
permissible by law.
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(¢)  Except to the extent required by applicable law, the Independent Fiduciary
shall not publish or otherwise distribute, without the Company's prior written approval,
any advertising, press release or promotional or publicity material wherein the name,
symbol, trademark or service mark of the Company, the Plans, or the Trusts (including
any subsidiary, affiliate or other benefit plan or trust of the Company) is mentioned, or
language from which the connection of said name, symbol, trademark or service mark
therewith may be inferred or implied. The Independent Fiduciary shall cease any and all
usage of the name, symbol, trademark or service mark of the Company, the Plans or the
Trusts immediately upon the termination of this Agreement.

(d) All specifications, drawings, sketches, models, samples, tools, apparatus,
software programs, technical information and specific investment advice, written or oral,
furnished by the Independent Fiduciary to the Company under this Agreement or in
contemplation of this Agreement shall be considered to be proprietary. The Company
specifically agrees to treat such information as confidential and shall not disclose such
information to a third party without prior notice to and the written consent of the
Independent Fiduciary unless such disclosure is required by law, regulation or other
binding authority, including (without limitation) requirements under ERISA, the
Securities Exchange Act of 1934 and the Investment Advisers Act of 1940. In the event
that the Company is requested (by oral questions, interrogatories, subpoena duces tecum
or similar process) to disclose any such information the Company shall provide the
Independent Fiduciary with prompt notice of such request. In the event that the
Company discloses such information without prior notice to the Independent Fiduciary
(because such disclosure is required by law and prior notification thereof to the
Independent Fiduciary is prohibited by law), the Company shall notify the Independent
Fiduciary concerning such disclosure as soon as practicable and permissible by law.

(¢)  The Parties agree that the financial terms of this Agreement, including but
not limited to the fees described in Section 14 of this Agreement, shall be treated as
Confidential Information except as required by law. Any disclosure by either party
hereto, any subsidiary or affiliate of either party hereto, or any employee or agent thereof,
of any such financial terms, without the prior written permission of the other party hereto,
shall be deemed to be a material breach of this Agreement. '

¢3) “Confidential Information” shall mean and include any and all records,
data, input materials and other information received, computed, used or stored pursuant
to this Agreement that are disclosed by the Company to the Independent Fiduciary in
accordance with this Agreement. Confidential Information does not include information
that is (a) now available or becomes available to others without a breach of this
Agreement; (b) lawfully obtained by a party to this Agreement from a third party or
parties; (c) known by a party to this Agreement prior to disclosure under this Agreement;
(d) developed by a party to this Agreement independently of disclosure under this
Agreement; or (e) required to be disclosed by a party to this Agreement pursuant to any
applicable law, rule, regulation, order or ruling of any authorized court, agency or
regulatory commission, but only to the extent that such disclosure is so required.

16. TERMINATION OF AGREEMENT.
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(@)  The term of this Agreement shall end upon the later of the completion of

the Contribution and the completion of the Independent Fiduciary's Report as required by

Section 2(b).

as follows:

(b)  Notwithstanding the foregoing, this Agreement may be sooner terminated

(i) The Independent Fiduciary may resign by delivering to the Trusts a
written resignation that shall take effect 30 days after the date of such filing.

(ii)  This Agreement shall expire automatically upon a decision by the
Company to abandon the Contribution.

(iii) The Company and the Committee may terminate this Agreement
with respect to a Trust by 30 days' written notice only for Cause, which, for
purposes of this Agreement, shall be defined as any of the following with respect
to such Trust:

(a) any disqualifying event described in ERISA section 411;

(b)  determination by any court, arbitrator or government
regulatory body that the Independent Fiduciary has violated any civil or
criminal law (including, but not limited to, securities, antitrust or ERISA)
in connection with the performance of its responsibilities to a Trust. For
purposes of avoidance of doubt in connection with this and the subsequent
subparagraph, a "determination” shall mean any written judgment, order
or decree; court-approved settlement; arbitration award; or enforcement
action of a government regulatory body or self regulatory organization, in
the form of a written sanction, claim, demand or opinion, whether or not
appealable;

(¢)  determination by any court, arbitrator or government
regulatory body that the Independent Fiduciary has materially breached
the terms of its engagement, whether or not appealable;

(d) any action by the Independent Fiduciary that results in
imposition of a civil or criminal sanction, any prohibited transaction
excise tax, or any civil judgment or award of damages, on either Trust or
their respective employees, officers directors or owners (whether or not
subject to indemnity by the Independent Fiduciary, an insurer, or any other
person);

(© failure of the Independent Fiduciary to qualify as an
"investment manager" within the meaning of ERISA section 3(38);

® any change in the clientele, business or ownership of the
Independent Fiduciary that results in an actual conflict of interest;

(g) violation of any conditions imposed on the Independent
Fiduciary under the terms of the PTE; or

(h)  any other action or inaction of the Independent Fiduciary
that the relevant Trust Committee reasonably determines to be a material
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breach of this Agreement or any law, or is likely to result in an
irreconcilable conflict.

(¢)  In the event this Agreement is terminated by the Independent Fiduciary,
the Independent Fiduciary shall reasonably cooperate with any successor independent fiduciary
appointed by the Company in transitioning its work-in-progress.

(d) Sections 8, 9, 10, 11, 12, 13 and 15 of this Agreement shall survive a
termination by any Party hereto.

17. RELATIONSHIP BETWEEN THE PARTIES; INDEPENDENT
CONTRACTORS. None of the provisions of this Agreement are intended to create, nor shall
be deemed or construed to create, any relationship between the Company and the Independent
Fiduciary other than that of independent entities contracting with each other hereunder solely for
the purpose of effecting the provisions of this Agreement. None of the Parties hereto, nor any of
their respective directors, officers, employees or agents shall be construed to be the employee,
agent or representative of the other. This Agreement shall not be deemed to be a joint venture
relationship. As independent parties, the Company and the Independent Fiduciary maintain
separate and independent management. As between the Company and the Independent
Fiduciary, each has full, complete, absolute and sole authority and responsibility regarding its
own operations, and neither shall have any direction or control over the manner in which the
other performs its obligations.

18. GENERAL FIDUCIARY STANDARDS. Subject to Section 8 hereof, the
Independent Fiduciary shall discharge its duties with respect to the Shares solely in the interest
of participants and beneficiaries of the Plans and Trusts and (a) for the exclusive purpose of
providing benefits to participants and beneficiaries of the Plans and Trusts and defraying
reasonable expenses of administering the Trusts; (b) with the care, skill, prudence, and diligence
under the circumstances then prevailing that a prudent person acting in a like capacity and
familiar with such matters would use in the conduct of an enterprise of a like character and with
like aims; and (c) in accordance with the documents and instruments governing the Plan and

Trust, insofar as such documents and instruments are consistent with the provisions of Title I of
ERISA. ‘

19. ASSIGNMENT. The Independent Fiduciary shall not make or purport to make
any assignment (including, without limitation, any assignment as that term is defined by the
Investment Advisers Act of 1940) or other transfer of this Agreement or of any of the rights
granted to the Independent Fiduciary hereunder without the Company's prior written consent,
and no such assignment or transfer shall be effective without the prior written consent of the
Company. Any such attempted assignment or transfer by the Independent Fiduciary not assented
to in the manner prescribed herein shall be void.

20. INVALID PROVISIONS. If any provision of this Agreement is held to be
illegal, invalid, or unenforceable under present or future laws effective during the term of this
Agreement, such provision shall be fully severable. This Agreement shall be construed and
enforced as if such illegal, invalid, or unenforceable provision had never comprised a part of this
Agreement; and the remaining provisions of this Agreement shall remain in full force and effect
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and shall not be affected by the illegal, invalid, or unenforceable provision or severance from this
Agreement. Furthermore, in lieu of such illegal, invalid, or unenforceable provision, there shall
be added automatically as part of this Agreement, a provision as similar in terms to such illegal,
invalid, or unenforceable provision as is possible to be legal, valid, and enforceable.

21. NOTICE. Any and all written communications provided herein shall be deemed
duly given if personally delivered or delivered by mail, postage prepaid, or by telecopier to the
address below, unless notice of a change of address is furnished in the manner provided herein:

AT&T Services, Inc.

¢/o William H. Hammond

Vice President, Investment Management
One AT&T Way

Room 3D101

Bedminster, New Jersey 07921-2693

AT&T Services, Inc., as named fiduciary
¢/o William H. Hammond

Vice President, Investment Management
One AT&T Way

Room 3D101

Bedminster, New Jersey 07921-2693

With a copy to:

Thomas R. Giltner

General Attorney & Assistant General Counsel
AT&T Management Services, LP

208 South Akard Street

Suite 3015

Dallas, TX 75202

Brock Fiduciary Services LLC
622 Third Avenue

Floor 12

New York, NY 10017

Attn:

22. ENTIRE AGREEMENT/AMENDMENT. This Agreement embodies all
understandings and agreements of the Parties hereto with respect to the subject matter hereof and
the terms and conditions hereof may not be amended except in writing dated even date herewith
or subsequent hereto signed by both of the Parties hereto. The Parties agree to negotiate in good
faith such amendments as may be reasonably needed to comply with the final terms of the PTE.

23. GOVERNING LAW AND JURISDICTION. This Agreement shall be
governed and construed according to the laws of the State of Texas without regard to its conflicts
of laws provisions, except as superseded and preempted by ERISA or other laws of the United
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States. Any action seeking to enforce or interpret the provisions of this Agreement shall be
venued in Bexar County, Texas.

24. SUCCESSOR LAWS. Any references in this Agreement to a section of ERISA,
the Code or other applicable law, or to any regulations or administrative pronouncements
thereunder, shall be deemed to a include a reference to any modifications or amendments thereof,
and any successor provision of ERISA, the Code or other applicable law, or any successor
regulations or administrative pronouncements thereunder.

25. SUCCESSOR TRUSTEES. The Company may at any time, and from time to
time, appoint additional, successor or substitute Trustees with respect to all or a portion of the
Shares and shall promptly give notice thereof to the Independent Fiduciary and the applicable
Trustee.

26. EXECUTION. This Agreement may be executed in several counterparts, each of
which shall be deemed an original hereof, but only one of which as executed by all Parties shall
be required as evidence in any action maintained in connection with this Agreement.

27. ARBITRATION. Any controversy, claim or dispute that arises from or relates to
this Agreement or services rendered or to be rendered by the Independent Fiduciary shall be
determined exclusively by submission to mandatory, binding arbitration, instead of by lawsuit or
resort to court action. Any arbitration proceeding under this Agreement shall be conducted in
accordance with the commercial arbitration rules of the American Arbitration Association
(AAA) and governed by the Federal Arbitration Act pertaining to binding arbitration, or as the
Parties otherwise reasonably may agree. The Parties will cause a single arbitrator to be selected
under the AAA's commercial arbitration rules and the applicable Trust(s) shall bear the cost of
the arbitrator's fees. The arbitrator's decision shall be conclusive, final and binding upon the
Parties. Judgment on the decision may be entered in any court of competent jurisdiction.
Neither Party may seek an appeal or review of the arbitrator's decision. Any arbitration
proceeding under this Agreement shall be held in New York City.

Remainder of Page Intentionally Lefi Blank
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IN WITNESS WHEREOF, the Parties hereto have duly executed this Agreement to be
effective as of the 1% day of May, 2012.

AT&T SERVICES INC,, in its corporate capacity

By:

N . Wl‘”; ;‘\‘\ H. f"ammJ .‘ﬂ?#
T;t?;:e Vice P:es»'Jmt Investment M«amje«man‘l'

AT&T SERVICES INC,, as named fiduciary of the Plans

By: a‘w\ﬂw 'Wé-
Name: Wrlliam #. Hamn:\oml
Title: Vice- rzsiolmt’ .ane}f‘mwsf MAMJe,m mf

AT&T INC,, solely for the purpose of providing the indemnity contained in Section 9 of this
Agreement.

By: b’f’\./O f}\ - "\’?b\
Name: Qrovae B Guele
Title: {P- Assk. Treasre—

BROCK FIDUCIARY SERVICES LLC

By:  Brock Capital Group LLC
Its:  Managing Member

By: &gé(& Lea

Its:  Managing Member
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EXHIBIT D.2
TO
EXEMPTION APPLICATION

CONTRIBUTION AGREEMENT



DRAFT October 18, 2012

CONTRIBUTION AGREEMENT

This Contribution Agreement (the “Agreement”) is entered into as of the _ day of
, 201 , by and among Brock Fiduciary Services LLC (the “Independent
Fiduciary”); JP Morgan Chase Bank, N.A., as trustee of the SBC Master Pension Trust (the
“Trustee”); AT&T Inc.; and AT&T Mobility II LLC, an indirect wholly owned subsidiary of
AT&T, Inc. (the “Issuer™).

RECITALS

WHEREAS, AT&T Inc., formerly known as SBC Communications Inc., is a holding
company incorporated under the laws of the State of Delaware;

WHEREAS, AT&T Inc. proposes to make an in-kind contribution (the “Contribution™)
of 320 million cumulative perpetual preferred membership interests (each a “Preferred Interest”
and collectively, the “Preferred Interests”) of the Issuer currently held by AT&T Inc., which
Preferred Interests are described in and subject to the terms and conditions of the attached
Schedule A, to the SBC Master Pension Trust (the “Trust”), which holds assets of the pension
plans maintained by AT&T Inc. identified in the Declaration of Trust establishing such Trust
(collectively, the “Plans™);

WHEREAS, the Preferred Interests were issued to AT&T Inc. pursuant and subject to
the terms and conditions of that certain Third Amended and Restated Limited Liability Company
Agreement of AT&T Mobility II LLC (the “LLC Agreement”);

WHEREAS, AT&T Inc. has received from the U.S. Department of Labor (“Labor
Department”) Prohibited Transaction Exemption No. , __ Fed. Reg. (201)
granting relief from certain prohibited transaction provisions of the Employee Retirement
Income Security Act of 1974, as amended (“ERISA”), and the parallel provisions of section 4975
of the Internal Revenue Code of 1986, as amended (the “Code”) (the “PTE”);

WHEREAS, in connection with the making of the Contribution and in anticipation of the
requirements of the PTE, AT&T Services, Inc. has retained the Independent Fiduciary as named
fiduciary and investment manager with respect to the Preferred Interests to be held by the Trust
pursuant to an Independent Fiduciary Agreement dated as of May 1, 2012 and an Investment
Management Agreement dated as of ,201 ;and

WHEREAS, the parties hereto propose to set out the terms and conditions applicable to
the Contribution and the holding of the Preferred Interests by the Trust.

AGREEMENT

NOW, THEREFORE, in consideration of the premises and the mutual covenants
contained herein, the parties hereto agree as follows:

1. AT&T Inc. hereby contributes the Preferred Interests to the Trust as an addition to
the Plans’ assets and in consideration of a reduction of AT&T Inc.’s funding obligation with
respect to the Plans, effective as of the date of this Agreement (the “Contribution Date™). By
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executing this Agreement, the Independent Fiduciary accepts the Preferred Interests on behalf of
the Trust and hereby directs the Trustee to take any and all action as it shall determine as
necessary or appropriate to consummate such acceptance.

2.

AT&T Inc. and the Issuer each represents and warrants to the Independent

Fiduciary as of the Contribution Date, that:

(a)

(b)

©

(d

()

The Issuer has been duly formed and is existing as a limited liability company in
good standing under the laws of the State of Delaware and has all requisite power
and authority of a limited liability company to own, lease and operate its assets
and to carry on its business as it is now being conducted. The Issuer is duly
qualified to do business as a foreign limited liability company, as applicable, and
is in good standing under the laws of each state or other jurisdiction in which the
nature of the activities conducted by it or the ownership or leasing of its properties
requires such qualification, other than in such jurisdictions where the failure to so
qualify or be in good standing, individually or in the aggregate, would not
reasonably be expected to have a material adverse effect on its business
operations;

The authorized and outstanding capital classes of the Issuer (excluding the
Preferred Interests), as of the date hereof, is as set forth in the Issuer’s audited
financial statements for the calendar year ended December 31, 201 , certified
copies of which have been delivered to the Independent Fiduciary;

The Preferred Interests have been duly authorized and, when contributed to and
accepted by the Trust, will be validly issued; under the Delaware Limited
Liability Company Act, neither AT&T Inc. nor the Trust will have any obligation
to make future payments with respect to the Preferred Interests solely by reason of
their status as members;

This Agreement has been duly authorized, executed and delivered by each of
AT&T Inc. and the Issuer and constitutes a valid and legally binding agreement of
AT&T Inc. and the Issuer enforceable against each of them in accordance with its
terms, subject to bankruptcy, insolvency, reorganization and other laws of general
applicability relating to or affecting creditors’ rights and to general equity
principles;

The contribution of the Preferred Interests to the Trust, and the compliance by
AT&T Inc. and the Issuer with all of the provisions of this Agreement and the
consummation of the transactions herein contemplated will not conflict with or
result in a breach of any of the terms or provisions of, or constitute a default
under, any material indenture, mortgage, deed of trust, loan agreement or other
material agreement or instrument to which AT&T Inc. or any of its subsidiaries,
including the Issuer, is a party or by which AT&T Inc. or any of its subsidiaries,
including the Issuer, is bound, nor will such action result in any violation of the
provisions of the Amended and Restated Articles of Incorporation or the amended
and restated Bylaws of AT&T Inc. or the LLC Agreement, or the charter, bylaws,
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®

(&

(b)

(i)

(@)

(b)

(©)

(d)

(¢)

or LLC operating agreements of any of their respective subsidiaries or any statute
or any order, rule or regulation of any court or governmental agency or body
having jurisdiction over AT&T Inc., the Issuer or any of their respective
subsidiaries or any of their respective properties;

AT&T Inc. is subject to section 13 or 15(d) of the Securities Exchange Act of
1934, as amended,;

Neither the Issuer nor any person acting on its behalf has offered or sold the
Preferred Interests by means of any general solicitation or general advertising
within the meaning of Rule 502(c) under the Securities Act of 1933 (the “1933
Act”);

No commission, within the meaning of section 408(e)(2) of ERISA, or brokerage
fee will become due or payable in connection with the execution and delivery of
this Agreement or the transactions contemplated hereby, including the
contribution of the Preferred Interests; and

Subject to compliance by the Independent Fiduciary with Section 3 hereof and the
accuracy of the Independent Fiduciary’s representations stated herein, it is not
necessary in connection with the offer, sale and delivery of the Preferred Interests
by the Issuer to AT&T Inc. or by AT&T Inc. to the Trust to register the Preferred
Interests under the 1933 Act.

The Independent Fiduciary, acting on behalf of the Trust:

Represents and warrants that it has the authority to act on behalf of the Trust and
that all action necessary on the part of the Independent Fiduciary, including its
direction to the Trustee, to authorize the execution and delivery of this Agreement
on behalf of the Trust has been taken;

Acknowledges that the Preferred Interests have not been registered under the
1933 Act and are being contributed to the Trust in reliance upon an exemption
from such registration under the 1933 Act;

Acknowledges that the Trust is an institutional “accredited investor” within the
meaning of Rule 501 under the 1933 Act;

Confirms that the Independent Fiduciary has been informed that the Preferred
Interests (i) are not subject to any registration rights and (ii) are “restricted
securities” under the 1933 Act and may not be resold or transferred;

Is aware of the adoption of Rule 144 under the 1933 Act (“Rule 144”) by the U.S.
Securities and Exchange Commission, which permits limited public resale of
securities of an issuer acquired in a nonpublic offering, subject to the satisfaction
of certain conditions, including, among other things: (i) the availability of certain
current public information about such issuer, (ii) such public resale being through
a broker in an unsolicited “broker’s transaction”, with a “market maker” or in a
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®

(h)

(i)

4.

“riskless principal transaction” and (iii) the amount of securities being sold during
any three month period not exceeding specified limitations;

Represents that, (i) prior to accepting the Contribution on behalf of the Trust, it
acquired sufficient information about the Issuer to reach an informed and
knowledgeable decision to accept the Contribution, (ii) it has such knowledge and
experience in financial and business matters as to make it capable of evaluating
the risks to the Trust of accepting the Contribution and to make an informed
decision with respect thereto and (iii) the Trust is able to bear the economic risk
of accepting the Contribution;

Agrees that the Issuer shall not be required (i)to transfer on its books any
Preferred Interests that have been assigned, sold or otherwise transferred in
violation of the provisions of this Agreement or the LLC Agreement nor (ii) to
treat as the owner of the Preferred Interests, or otherwise to accord voting,
distribution or other rights to, or admit as a member of the Issuer, any person to
whom the Preferred Interests have been assigned, sold or otherwise transferred in
contravention of this Agreement or the LLC Agreement; and further agrees that
the Preferred Interests are issued pursuant to and are subject to the provisions of
the LLC Agreement (a copy of which the Independent Fiduciary has received and
reviewed);

Agrees that the Trust shall make no disposition of the Preferred Interests that is
contrary to the terms of the Preferred Interests, this Agreement or the LLC
Agreement, and shall not pledge or grant any security interest in the Preferred
Interests; and

Acknowledges that, in order to reflect the restrictions on the disposition of the
Preferred Interests, the Preferred Interests will either be issued in certificated form
and held in custody by the Issuer's transfer agent or issued in uncertificated form
and evidenced on the Issuer’s or its transfer agent’s books (at the Issuer’s option),
in either case subject to restrictive legends or restrictive notations in such books
indicating that the Preferred Interests are subject to the provisions of this
Agreement and the LLC Agreement (in addition to such other legends or
notations contemplated by the LL.C Agreement).

The Preferred Interests shall, pursuant to the LLC Agreement, accrue cumulative

distributions of $1.75 per Preferred Interest per annum, payable quarterly upon declaration by the
Issuer and pursuant to the LLC Agreement. At any time when distributions on any outstanding
Preferred Interests are in arrears for purposes of the LLC Agreement: (a) the Issuer shall not be
permitted to make any transfer of cash to AT&T Inc. or any other member of the Issuer, whether
pursuant to a loan, equity distribution or any other arrangement, and (b) AT&T Inc. shall not be
permitted to declare any dividends on or make any repurchases of its common stock.

5.

The Independent Fiduciary acknowledges that the aggregate fair market value of

the Preferred Interests as of [*] is as set forth in Schedule B. AT&T Inc. agrees that its valuation
of the Preferred Interests as of the Contribution Date for purposes of the minimum amount
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required to meet the funding requirements of sections 412 and section 430 of the Code (without
regard to any subsequent adjustments required by such funding requirements with respect to
interest accrual or investment experience) shall not exceed the value of the Preferred Interests set
forth in Schedule B.

6. The price for each Preferred Interest (“Option Price”) in the event of an exercise
of a Call Option or a Put Option (described below) is the greater of (i) the fair market value of
the Preferred Interest, determined by the Independent Fiduciary as of the last date of the calendar
quarter preceding the date of notice of exercise of a Call Option or Put Option, as the case may
be, or, for the portion of Preferred Interests that cannot be purchased due to the limitations
described in Section 8 below, the fair market value of the Preferred Interest, determined by the
Independent Fiduciary as of the last date of the calendar quarter immediately preceding the date
such portion of the Preferred Interest is actually purchased by AT&T Inc., and (ii) the sum of (a)
$25.00 (i.e., $8 billion in the aggregate) plus (b) any accrued and unpaid distributions.

7. The Independent Fiduciary, on behalf of the Trust, hereby grants to AT&T Inc.
and its wholly-owned, direct or indirect, affiliates and the Issuer the right (individually or
collectively, the “Purchaser”) to purchase from the Trust all or any portion of the Preferred
Interests (the “Call Option™), at a price per Preferred Interest equal to the Option Price, at any
time and from time to time (a) during the twelve month period following the date AT&T Inc.
issues an annual report reflecting the fully funded status of the Plans (on a U.S. GAAP basis), (b)
on or after a “Change of Control” of the Issuer as described in Section 9 (and subject to the
additional terms of such Section 9) or (c) on or after the fifth anniversary of the Contribution
Date. The Call Option is exercisable by the Purchaser upon 30 days’ prior written notice to the
Independent Fiduciary.

8. AT&T Inc. and the Issuer hereby grant to the Trust the right to require AT&T Inc.
to purchase the Preferred Interests (the “Put Option™), at a price per Preferred Interest equal to
the Option Price, at any time and from time to time on or after the earliest of (a) the first date that
the Issuer’s debt-to-total-capitalization ratio (as defined below) exceeds that of AT&T Inc., (b) a
“Change of Control” of the Issuer as described in Section 9 (and subject to the additional terms
of such Section 9), or (c) the seventh anniversary of the Contribution Date; provided, however,
that except in the event of a Change of Control of the Issuer, AT&T Inc. shall not be required to
purchase more than 106,666,667 Preferred Interests in any twelve month period. For purposes of
this Section 8, the Issuer’s “debt-to-total-capitalization ratio” is defined as the sum of the Issuer’s
debt maturing within one year and long-term debt (both taken directly from the Issuer’s most
recently prepared US GAAP balance sheet) divided by the sum of the Issuer’s debt maturing
within one year, long-term debt and total members’ equity including outstanding Preferred
Interests (all taken directly from the Issuer’s most recently prepared US GAAP balance sheet),
and AT&T Inc.’s “debt-to-total-capitalization ratio” is defined as the sum of AT&T Inc.’s debt
maturing within one year and long-term debt (both taken directly from AT&T Inc.’s most
recently prepared US GAAP balance sheet) divided by the sum of AT&T Inc.’s debt maturing
within one year, long-term debt and total shareholders’ equity (all taken directly from AT&T
Inc.’s most recently prepared US GAAP balance sheet). Upon the Independent Fiduciary’s
reasonable request, as of the end of any calendar quarter, but not more frequently than twice in
any calendar year, AT&T Inc. shall, within forty-five (45) calendar days after the end of such
calendar quarter, certify as to whether the Issuer’s debt-to-total-capitalization ratio exceeds that
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of AT&T Inc. The Put Option is exercisable by the Independent Fiduciary on behalf of the Trust
upon 60 days’ prior written notice to AT&T Inc. The obligation to purchase the Preferred
Interests upon exercise of the Put Option may be consummated by any Purchaser.

9. For purposes of Sections 7 and 8 hereof, a “Change of Control” of the Issuer
means (i) the occurrence of any merger, reorganization or other transaction that results in AT&T
Inc., directly or indirectly, owning less than fifty percent of the capital or profits interests (where
the Issuer remains taxable as a partnership), or equity (if the Issuer becomes taxable as a
corporation), of the Issuer exclusive of the Preferred Interests or (ii) a transfer of fifty percent or
more of the Plan liabilities and Trust assets to an entity not under common control with AT&T
Inc. In the event of a Change of Control, AT&T Inc. may exercise or assign its Call Option to
the Issuer or to any successor owner of fifty percent or more of the capital or profits interest (or
equity) of the Issuer (exclusive of the Preferred Interests). If the Call Option is not exercised
upon such Change of Control, AT&T Inc. and the Issuer agree that they shall negotiate in good
faith with the Independent Fiduciary to determine appropriate treatment of the Preferred Interests
(including but not limited to conversion of the Preferred Interests into, or the exchange of the
Preferred Interests for, replacement equity or debt securities of AT&T Inc. or the Issuer), subject
to the approval of the Independent Fiduciary, in its sole discretion. If no such agreement can be
reached within 60 days of the Change of Control, the Put Option shall become exercisable in full,
thereby giving the Independent Fiduciary the right to require AT&T Inc. to purchase all or any
portion of the Preferred Interests at the Option Price, except that (i) the limitation on the number
of Preferred Interests that AT&T Inc. may be required to purchase in any twelve month period as
described in Section 8 shall not apply and (ii) AT&T Inc. shall have a period of up to one year to
pay the Option Price.

10. At the sole election of AT&T Inc. or other Purchaser, as the case may be,
payment of the Option Price may be made in (i) fully paid and non-assessable shares of AT&T
Inc. common stock (“AT&T Shares”), (ii) cash, or (iii) a combination of AT&T Shares and cash.
Any AT&T Shares delivered to pay all or a portion of the Option Price shall be priced at the
average closing price of the 20 trading days preceding the date of the applicable notice of
exercise (or, in the case of a delayed payment pursuant to the twelve month payment period
described in Section 9 above in connection with a Change of Control, the 20 trading days
preceding the date of payment). AT&T Inc. and the Trust have executed and delivered a
Registration Rights Agreement, dated as of the date hereof, incorporated herein for all purposes,
providing for the registration of the AT&T Shares under the 1933 Act and other matters as
provided therein.

11.  Notwithstanding anything herein to the contrary, in no event shall AT&T Inc. or
any other Purchaser, as the case may be, be required to deliver more than 250 million AT&T
Shares (the “Capped Number”) to the Trust in settlement of the Option Price for the Preferred
Interests; provided, however, AT&T Inc. may, in its discretion, deliver more than the Capped
Number of AT&T Shares. AT&T Inc. represents and warrants that the Capped Number is equal
to or less than the number of authorized but unissued AT&T Shares that are not reserved for
future issuance on the date of determination of the Capped Number (which, for the avoidance of
doubt, is [the date of execution], 201 ). In the event AT&T Inc., through delivery of the Capped
Number of AT&T Shares and AT&T Shares in addition to the Capped Number of AT&T Shares,
if any, shall not have delivered the full number of AT&T Shares otherwise deliverable in
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settlement of the Option Price for the Preferred Interests, AT&T Inc. will use its best efforts to
authorize and deliver additional AT&T Shares. AT&T Inc. may elect, solely at its option, to
settle the Option Price, in whole or in part, by delivering cash. In the event of a merger,
reorganization, consolidation, recapitalization, separation, split-up, liquidation, share
combination, stock split, stock dividend, or other change in the corporate structure of AT&T Inc.
affecting the AT&T Shares (including a conversion of the AT&T Shares into cash or other
property), an adjustment may be made in the number and class of shares that may be delivered in
settlement of the Option Price for the Preferred Interests, as determined by AT&T Inc. to prevent
dilution with respect to the Capped Number and reflect such changes in corporate structure (e.g.
substitution of successor shares). In the event AT&T Inc., through delivery of the Capped
Number of AT&T Shares and AT&T Shares in addition to the Capped Number of AT&T Shares,
if any, shall not have delivered the full number of AT&T Shares otherwise deliverable in
settlement of the Option Price for the Preferred Interests (resulting in a shortfall), the Preferred
Interests for which neither AT&T Shares nor cash have been delivered shall remain outstanding,
in accordance with their terms.

12, AT&T Inc. and the Issuer shall be solely responsible for (i) determining the
proper treatment of the Preferred Interests, any distributions or other payments with respect
thereto, or any proceeds of any redemption or conversion thereof for tax or financial accounting
purposes; (i) any and all regulatory reporting or filings required in connection with or as a result
of the Contribution or the Trust’s ownership or disposition of the Preferred Interests; (iii) the
payment of any franchise or similar fees or taxes with respect to the Preferred Interests; and (iv)
any transfer agency or similar fees or expenses relating to the issuance or transfer of the
Preferred Interests.

13. The obligation of the Independent Fiduciary to accept the Contribution on behalf
of the Trust as provided in Section 1 hereof is subject to the fulfillment by or at the Contribution
Date of each of the following conditions, any or all of which may be waived in writing by the
Independent Fiduciary, in its sole discretion:

(a) The representations and warranties of AT&T Inc. and the Issuer contained in this
Agreement that are qualified as to materiality or material adverse effect will be
true and correct and those not so qualified will be true and correct in all material
respects, in each case on and as of the Contribution Date as though made on and
as of the Contribution Date, except in the case of representations and warranties
which are expressly made as of a specific date (in which case such representations
and warranties will be true and correct or true and correct in all material respects,
as applicable, on and as of such specified date);

(b) Each of AT&T Inc. and the Issuer shall have performed or complied in all
material respects with all agreements, undertakings and covenants required by this
Agreement to be performed or complied with by them at or prior to the
Contribution Date; and

(©) The PTE permits the Contribution and the holding of the Preferred Interests and
AT&T Shares by the Trust and all the ancillary transactions contemplated
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pursuant to this Agreement, including without limitation, the transactions
necessary to effectuate the Call Option and the Put Option.
%
14.  This Agreement shall be binding upon, and inure solely to the benefit of, the
Trust, the Independent Fiduciary, AT&T Inc., the Issuer and their respective successors and
assigns, and no other person shall acquire or have any right under or by virtue of this Agreement.
No assignee, purchaser or any other transferee of any Preferred Interests from the Trust shall be
deemed a successor or assign of the Trust for the purpose of this Section 14 solely by reason of
such assignment, purchase or other transfer.

15.  This Agreement may be amended only by mutual written agreement of the
parties.

16.  This Agreement shall terminate only at such time as the PTE (or any successor
thereto) shall no longer be necessary for the Trust to hold or dispose of the Preferred Interests or
any AT&T Shares received in exchange therefor pursuant to this Agreement.

17.  Inthe event of the termination or resignation of the Independent Fiduciary, AT&T
Inc. shall promptly appoint a successor independent fiduciary in accordance with the terms of
that certain Investment Management Agreement of even date herewith by and among AT&T
Services, Inc., AT&T Inc. and the Independent Fiduciary. Such successor independent fiduciary
shall acknowledge in writing the assignment to it of this Agreement and its acceptance of all
rights and responsibilities of the Independent Fiduciary hereunder. In the event of the failure of
AT&T Inc. or its affiliates to promptly appoint a successor Independent Fiduciary, the Trustee
shall succeed to and may assert the rights of the Independent Fiduciary hereunder in accordance
with the terms of the Trust’s Declaration of Trust, and/or may seek the appointment by a court of
competent jurisdiction of a substitute trustee to exercise the rights of the Independent Fiduciary
hereunder, and AT&T Inc. shall fully indemnify and hold harmless the Trust from any costs or
liability in connection therewith, including as a result of violating the terms and conditions of the
PTE for failure to maintain an independent fiduciary.

18.  This Agreement shall be governed by and construed in accordance with the laws
of the State of Delaware, to the extent not preempted by ERISA or other federal law.

19.  The Preferred Interests described herein have been issued pursuant to, and are
subject to the provisions of, the LLC Agreement. In the case of a conflict between this
Agreement (including Schedule A hereto) and the LLC Agreement with respect to terms and
conditions of the Preferred Interests (including rights and obligations thereto), the LLC
Agreement shall control.

20.  This Agreement may be executed by the parties hereto in counterparts, each of
which shall be deemed to be an original, but all such respective counterparts shall together
constitute one and the same instrument.
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AT&T INC.

By:

Name:
Title:

AT&T MOBILITY I LLC

By: AT&T MOBILITY CORPORATION, its sole Manager

By:

Name:
Title:

BROCK FIDUCIARY SERVICES, LLC

By

Name:
Title:

JP MORGAN CHASE BANK, N.A.,, as trustee of
the SBC Master Pension Trust

By:

Name:;
Title:

7055765v.12
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DRAFT October 18, 2012

Schedule A

AT&T Mobility IT LLC (the “Issuet™)

320,000,000 units of Series A Cumulative Perpetual Preferred Membership Interests (the
“Preferred Interests”)

The Preferred Interests have been issued pursuant to, and are subject to the provisions
of, the Third Amended and Restated Limited Liability Company Agreement of AT&T
Mobility IT LLC, dated as of , 2012 (the “LLC Agreement”). In the case of a
conflict between the Contribution Agreement (including this Schedule A) and the LLC
Agreement with respect to terms and conditions of the Preferred Interests (including
rights and obligations relating thereto), the LLC Agreement shall control.

The Preferred Interests shall accrue cumulative distributions of $1.75 per Preferred
Interest per annum, payable quarterly upon declaration by the Issuer, as and to the extent
provided in the LLC Agreement. At any time when distributions on any outstanding
Preferred Interests are in arrears for purposes of the LLC Agreement: (1) the Issuer shall
not be permitted to make any transfer of cash to AT&T Inc. or any other member of the
Issuer, whether pursuant to a loan, equity distribution or any other arrangement, and (ii)
AT&T Inc. shall not be permitted to pay any dividends on ot make any repurchases of
its common stock.

The Preferred Interests shall rank senior to any other class or series of equity interests in
the Issuer in respect of the right to receive distributions and the right to receive
payments or distributions out of the assets of the Issuer upon voluntary or involuntary
liquidation, dissolution or winding up of the Issuer.

In the event of any voluntary or involuntary liquidation, dissolution or winding up of the
affairs of the Issuer, then, before any distribution or payment shall be made to the
holders of any other class or series of equity interests, the holders of the Preferred
Interests shall be entitled to $25.00 per Preferred Interest plus any accrued and unpaid
distributions.

Sale, assignment and transfer of the Preferred Interests is subject to the provisions of the
LLC Agreement.

Holders of Preferred Interests shall not have any voting rights (or other approval rights)
with respect to their interest in the Issuer or as to any other matter as a result of holding
the Preferred Interests, except as provided in the LLC Agreement with respect to certain
amendments to the LLC Agreement.



Schedule B
Statement of Fair Market Value

Pursuant to the valuation report provided by the Independent Fiduciary, the aggregate fair market
value of the Preferred Interests is $

CHI 7145620v.1
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INVESTMENT MANAGEMENT AGREEMENT

This Investment Management Agreement (this “Agreement”) is entered into by and
among AT&T Services, Inc. (the “Company™), in its corporate capacity and as plan administrator
and named fiduciary of the employee benefit plans funded by the SBC Master Pension Trust (the
“Trust™), AT&T Inc., solely for purpose of providing the indemnity contained in guaranteeing
payment of any amount due under Section 9 of this Agreement; and Brock Fiduciary Services
LLC, a Delaware limited liability company (“Brock” or the “Investment Manager”) (collectively,
the “Parties™).

RECITALS

WHEREAS, the Pension Trust is established pursuant to a Declaration of Trust
originally effective as of January 1, 2007, and amended and restated in its entirety effective as of
February 1, 2012, by and between the Company and J.P. Morgan Chase Bank, N.A., as Trustee
thereof (the “Trustee”), to hold the assets of certain pension plans of the Company identified in
such Declaration of Trust (the “Plans”);

WHEREAS, the Company has been appointed the “Plan Administrator” (as that term is
defined in section 3(16)(A) of the Employee Retirement Income Security Act of 1974, as
amended (“ERISA”)) and “named fiduciary” within the meaning of section 402(a)(2) of ERISA,
of the Plans;

WHEREAS, the Company has delegated to the AT&T Inc. Benefit Plan Investment
Committee (the “Committee”) the Plans with the power and authority, inter alia to appoint and
remove trustees and investment managers, to enter into and amend trust agreements or other
agreements relating to the management of Plan assets and, in so doing, has designated the
Committee as a “named fiduciary” with respect to the Plans with the foregoing power and
authority;

WHEREAS, AT&T Inc. has determined to make a contribution (the “Contribution™) of
employer securities, within the meaning of section 407(d)(1) of the Employee Retirement
Income Security Act of 1974, as amended (“ERISA”),! to the Trust, in the form of cumulative
perpetual preferred membership interests (the “Preferred Interests™) in AT&T Mobility II LLC, a
limited liability company organized and existing under the laws of the State of Delaware (the
“Subsidiary”), pursuant to an agreement of even date herewith by and between AT&T Inc. and
Brock, acting as Independent Fiduciary on behalf of the Trust (the “Contribution Agreement”),
the rights and features of such Preferred Interests to be determined by AT&T Inc. in its sole
discretion, subject to negotiations with and the agreement of Brock in its capacity as Independent
Fiduciary under an Independent Fiduciary Agreement among the parties dated as of May 1,

! All references to ERISA hereunder include the parallel prohibited transaction provisions of section 4975 of the
Internal Revenue Code of 1986, as amended (the “Code”), to the extent applicable.



2012 (the “Independent Fiduciary Agreement”), and consistent with the terms of the PTE
referenced below;

WHEREAS, the Preferred Interests will not be “qualifying employer securities” within
the meaning of ERISA section 407(d)(5), and therefore the Company cannot make the
Contribution without, and thus intends to apply for, an individual prohibited transaction
exemption (“PTE”) from the Department of Labor (“DOL”) in connection with the Contribution;

WHEREAS, the responsibilities of the Independent Fiduciary pursuant to the
Independent Fiduciary Agreement end upon the later of the completion of the Contribution and
the completion of the Independent Fiduciary’s Report as provided by such Agreement;

WHEREAS, the Company anticipates that the continued holding, monitoring and
disposition of the Preferred Interests subsequent to the Contribution will be subject to the terms
and conditions of the PTE when issued by the DOL; and

WHEREAS, the Company and the Committee have determined to appoint Brock as
investment manager with full discretion to manage that portion of the Trust’s assets which
initially consist of the Preferred Interests and to continue serving as the independent fiduciary
pursuant to the terms of the PTE with respect to the Trusts, effective from and after the date of
the Contribution.

NOW, THEREFORE, for and in consideration of the premises and the mutual
covenants and agreements contained herein, it is agreed as follows:

1. APPOINTMENT AS INVESTMENT MANAGER.

(a) Appointment. The Investment Manager hereby represents and warrants
that it is (and shall continue to be during the term of its engagement hereunder) an
investment adviser registered under the Investment Advisers Act of 1940, as amended,
and that it is (and shall continue to be) qualified to act as an “investment manager” (as
that term is defined in section 3(38) of ERISA). On the basis of such representation and
warranty, and in accordance with the applicable provisions of the Declaration of Trust,
the Investment Manager hereby is appointed as an investment manager within the
meaning of section 3(38) of ERISA, and to continue as independent fiduciary for
purposes of the PTE, with respect to that portion of the Trust’s assets that consist of the
Preferred Interests and any shares of AT&T Inc. common stock (the “Shares™) received
by the Trust in exchange therefor pursuant to the Contribution Agreement, effective from
and after the date of the Contribution, all in accordance with the duties and
responsibilities described in this Agreement. The Company and the Committee
acknowledge receipt of a current and valid copy of the Investment Manager’s Form
ADV, Part II.

(b) Fiduciary Status. The Investment Manager acknowledges that it is a
“fiduciary” (as such term is defined in section 3(21) of ERISA) of the Plan with respect
to the acceptance by the Plans and Trust of the Contribution, to the extent of its authority
and responsibility as set forth in this Agreement. The Investment Manager represents
that it is not subject to any of the disqualifications described in section 411 of ERISA or
Part I(g) of PTE 84-14. The Investment Manager shall perform its duties with respect to



the services to be performed under this Agreement in compliance with Section 20 hereof
and applicable law.

() Due Authority. Each of the Parties represents and warrants that it is
authorized to enter into and perform its obligations under this Agreement without
limitation, and that no further authorizations or consents are required.

2. AUTHORITY AND OBLIGATIONS. The Investment Manager shall have full
authority and discretion to direct the Trustee with respect to the holding and disposition of the
Preferred Interests and any Shares received by the Trust in exchange therefor pursuant to the
Contribution Agreement. In performing its responsibilities hereunder, the Investment Manager
shall value the Preferred Interests once each calendar quarter using the methodology contained in
the valuation report delivered pursuant to Section 2(a) of the Independent Fiduciary Agreement
(absent extraordinary circumstances), and report such value to the Committee within 45 days of
the quarter end and shall provide an estimate of the year end valuation within 5 business days of
the end of each year. In addition, the Investment Manager shall have the following authority, to
be exercised in its sole discretion:

(@) to exercise all rights of the Trust with respect to the Preferred Interests, as
set out in (and subject to the terms of) the Contribution Agreement, including but not
limited to negotiating and accepting any amendments to the Contribution Agreement;

(b)  to enter into any agreements for the benefit of the Plan and the Trust, in
order to carry out the purposes of this Agreement; and

(c) to make any decision to sell, loan, hypothecate, pledge as security for a
loan, exchange, convert, securitize, sell interests in, redeem, or otherwise dispose of, any
and all of the Shares received by the Trust in exchange therefor pursuant to the
Contribution Agreement.

The foregoing responsibilities shall be subject only to the terms of the Preferred Interests and any
conditions or limitations imposed on ownership and disposition of the Preferred Interests under
the Contribution Agreement or in the PTE issued by the DOL with respect to the Contribution of
the Preferred Interests to the Trust and applicable law.

3. LIMITATIONS ON SCOPE OF SERVICES. The Investment Manager shall
have no authority or responsibility with respect to the following, and the subject matter of the
engagement pursuant to Section 2 shall not include any of the following:

(a) accepting the Preferred Interests on behalf of the Trust (except as and to
the extent provided in the separate Independent Fiduciary Agreement), or determining
whether the Preferred Interests, or any terms and conditions thereof comply with any
laws or regulations other than ERISA applicable to the Company or the Trust, including
but not limited to federal or state telecommunications laws and regulations promulgated
by the Federal Communications Commission (FCC), securities laws and regulations, and
applicable corporate laws;



(b) determining the treatment of the Preferred Interests for tax, financial
accounting or any other purpose;

() the filing of any forms or documents with any regulatory authority,
including but not limited to DOL, the Internal Revenue Service, the Pension Benefit
Guaranty Corporation, the FCC, or the Securities and Exchange Commission, except that
the Investment Manager shall cooperate with the Company or the Committee in
completing and filing any such forms or documents as reasonably requested;

(d preparing or making any disclosures or other communications to Plan
participants, Company employees or any third parties;

(e) except as provided by ERISA with respect to co-fiduciary liability, acts or
omissions of fiduciaries or persons other than the Investment Manager and its officers,
directors, principals, shareholders, members, managers, employees and agents;

® losses, claims, damages, fees, expenses, judgments, settlements or the like
arising from matters outside the scope of services the Investment Manager has agreed to
render hereunder;

(2 evaluating or advising the Company or the Committee on any assets of the
Trusts other than the Preferred Interests and any Shares received by the Trust in exchange
therefor pursuant to the Contribution Agreement, including but not limited to any
Company securities of any kind acquired by the Trusts other than pursuant to the
Contribution;

(h) investment of the cash proceeds of any sale or other disposition of the
Preferred Interests, any distributions on the Preferred Interests or upon the sale of any
Shares received by the Trust in exchange therefor pursuant to the Contribution
Agreement;

@) investment of the proceeds of any sale or other disposition, or pledge, of
Shares received by the Trust pursuant to the Contribution Agreement, provided that
before releasing funds obtained using Shares as security or collateral, the Investment
Manager may require that the Committee agrees to honor any contract terms negotiated
by the Investment Manager relating to the repayment of principal and interest or
substitution of collateral; and provided further, that this subparagraph (i) shall not apply
to the holding and investment of collateral or other assets resulting from a loan of such
Shares or other arrangement involving such Shares entered by the Investment Manager
solely as an investment or hedge, which shall remain the sole responsibility of the
Investment Manager;

() valuing any assets of the Trusts other than the Preferred Interests, or
determining whether the acquisition or holding of the Preferred Interests by the Trust
violates the percentage limitation of ERISA section 407(a)(2) with respect to any Plan the
(or such other percentage limitation as may be set out in the PTE);



(k)  recommending any amendments to the Trust or the Plans, except to the
extent the Investment Manager determines that such an amendment is necessary or
appropriate to aid the Investment Manager in exercising the Trust’s rights vis-a-vis the
Preferred Interests;

{)) paying benefits under any Plan, or ensuring the continuation of any Plan;

(m) establishing or changing the investment goals or operation of any Plan or
the Trust; or

(n)  rendering legal advice of any sort.
4. ADDITIONAL DUTIES AND REPRESENTATIONS OF THE PARTIES.

(@ Independence. The Investment Manager represents and warrants that it is
independent of and unrelated to the Company and that:

@) it does not directly or indirectly control, is not controlled by, and is
not under common control with the Company;

(i)  neither it, nor any of its officers, directors, principals, shareholders,
members, managers or employees is an officer, director, partner or employee of
the Company; and

(iii) it does not have any interest that would affect its best judgment as
described in DOL Regulation §2550.408(b)-2(e)(1).

(b)  Regulatory Compliance. The Investment Manager represents and
warrants to the Trust that it has secured, paid for, and completed any and all registrations,
filings, permits, licenses, consents and examinations required by any governmental
authority with regulatory authority or oversight over the Investment Manager in
connection with the performance of its duties and responsibilities under this Agreement,
and any contractual obligation, law or regulation to which it is subject. The Investment
Manager is a “Qualified Professional Investment Manager” within the meaning of PTE
84-14.

©) Persons to Perform Services. The Investment Manager shall advise the
Company and the Trustee from time to time in writing as to the employees or officers of,
or other persons affiliated with, the Investment Manager who are authorized to act on
behalf of the Investment Manager in connection with performance of services under this
Agreement, and shall provide the foregoing with specimen signatures of such persons.
The Investment Manager represents and warrants that such persons are individuals who
are experienced or knowledgeable in the performance of the various functions of the
nature contemplated by this Agreement. The Investment Manager shall provide the
Company and the Trustee with prompt notice of any material change in control of the
Investment Manager or in the event of any change with regard to the list of authorized
persons described above. The Company shall appropriately direct the Trustee with
respect to the authority of such persons over the Trust.



(d)  Persons Authorized to Act on Behalf of the Company. The Company
shall furnish the Investment Manager from time to time, upon request of the Investment
Manager, with the names, titles and authorities of its officers and employees who are
authorized to act on behalf of the Company, the Committee and/or the Trust with respect
to the Preferred Interests, together with specimen signatures of those individuals who are
authorized to act with respect to the Investment Manager. Upon request by the Company,
the Committee or the Trustee, the Investment Manager shall furnish the Company, the
Committee and the Trustee, respectively, with the names of the persons authorized to act
on its behalf and provide specimen signatures of those individuals who are authorized to
act on its behalf with respect to the Preferred Interests in a form and manner acceptable to
the Company, the Committee and the Trustee.

(e) Information to be Furnished. The Company has provided or shall
timely provide the Investment Manager with copies of the current Plan and Trust
documents including all amendments thereto as well as current information and all other
disclosures provided to Plan participants and beneficiaries regarding the Preferred
Interests, a copy of the Contribution Agreement, and copies of its application to the DOL
for the PTE and all correspondence with the DOL regarding the PTE, and will furnish or
cause to be furnished to the Investment Manager during the term of this Agreement (i)
current copies of the Plans and any subsequent amendments to the Trust; and (ii) copies
of the Plans’ and the Trust’s most recent Form 5500 and 990 filings and all other
financial and other information regarding the Plans and the Trust as and when reasonably
requested by the Investment Manager, as well as reasonable access to internal staff and
outside professionals engaged by the Company. The Company represents that the
information that is provided will be accurate and complete in all material respects to the
best of its knowledge and will be timely provided. The Investment Manager and its
affiliates shall be entitled to rely upon and assume the accuracy and completeness of such
information so provided.

® Cooperation. The Committee shall furnish the Investment Manager with
any material information relating to the Preferred Interests which may come to its
attention in its fiduciary capacity under the Plans.

(2) ERISA Section 408(b)(2). The Investment Manager is a covered service
provider as defined in DOL Reg. §2550.408(b)-2(c)(1)(iii). The Investment Manager
expects to receive from the Trust direct compensation (as defined in the Final Rule) for
its services in connection with this Agreement, which services are described in greater
detail in Section 2. This direct compensation is expected to be paid to the Investment
Manager in the manner described in Section 14. In the event of the termination of the
Investment Manager’s services described herein with respect to the Trusts, the
Investment Manager expects to receive only the direct compensation otherwise due
through the effective date of such termination as provided in Section 16. The Investment
Manager does not expect to receive any indirect compensation (as defined in DOL Reg.
§2550.408(b)-2(c)(1)(viii}(B)(2)) in connection with the aforementioned services to the
Trust. The Investment Manager also does not expect to receive or pay, and shall not
accept or pay, any direct or indirect compensation (as those terms are defined in DOL
Reg. §2550.408(b)-2(c)(1)(vii)(B)) to or from any party, or to charge any direct or



indirect compensation directly against the Trust or against the assets in the Trust, other
than as detailed herein.

(h) Company as Named Fiduciary. The Company acknowledges that it is a
“named fiduciary” (as that term is defined in section 402(a)(2) of ERISA) for the Plans
and the Trust. The Committee acknowledges that it has been designated by the Company
to carry out its duties as “named fiduciary” as so defined and that it has the authority to
designate the Investment Manager as investment manager pursuant to this Agreement.

@) Reliance. The Investment Manager acknowledges that the
acknowledgements, representations warranties and agreement contained in this
Agreement are continuing and are understood to be relied upon by the Committee, the
Company, and the Trustee (including any successor or substitute Trustee), and it shall
promptly notify the Committee in writing in the event that any of the acknowledgements,
representations, warranties or agreements are, or are anticipated to be, no longer true.

5. RECORDS. The Investment Manager shall maintain accurate books and records
relating to all transactions involving Preferred Interests for a period of seven (7) years or longer
as required by applicable law following the calendar year in which such transactions were
effected. The Investment Manager shall take all reasonable steps to assist the Trustee in keeping
accurate and detailed records of all transactions involving Preferred Interests and shall reconcile
with the Trustee accounts and statements of all assets (including holdings detail), performance
and transactions at least monthly. The Investment Manager shall from time to time make reports
concerning the status of the Preferred Interests; furnish to the Trustee and Committee such
financial statements and reports and other information as the Trustee and Committee may, in
their sole discretion, reasonably request from time to time with respect to the Preferred Interests,
. or with respect to such reports as may be required to be prepared and furnished by the Trustee
pursuant to the provisions of the Declaration of Trusts; and furnish such information concerning
the Preferred Interests to such persons as the Company may, in writing, reasonably request. The
Investment Manager shall maintain such records for the period required by ERISA or other
applicable law.

6. AUDITING. The Investment Manager agrees that the Company and the
Committee shall have the right, through authorized representatives of the Company and through
independent certified public accountants engaged by the Company or the Committee, as the case
may be, to inspect and audit, during normal business hours of the Investment Manager, all of the
Investment Manager’s records, files and other documents (including, without limitation,
documentation relating to expenses reimbursed pursuant to Section 14(d)) related to its
performance of this Agreement.

(a) In order to fulfill the requirements of an audit requested with respect to
this Agreement, the Investment Manager agrees to permit the Trustee, the Committee and
the Company to inspect and audit, during normal business hours of the Investment
Manager, any and all of the Investment Manager’s records, files and other documents
relevant to transactions that directly impact the Preferred Interests. The Investment
Manager agrees to assist in any reasonable manner in the satisfactory completion of the



audit and, upon a Party’s request, to provide such data as the Company may request in a
format that is mutually agreed upon by both parties.

(b) In connection with an audit requested with respect to this Agreement, the
Company agrees to provide prior notice in writing when it desires to make an audit of the
Investment Manager; to pay all reasonable extraordinary expenses incurred by the
Investment Manager during the audit which have been agreed to in advance by the
Company; to take all reasonable necessary steps to assure minimal interference with the
Investment Manager’s operation; to allow the Investment Manager to review the audit
results and include with it a supplementary statement containing facts deemed pertinent
to the audit; and to provide a complete copy of the audit results, upon request by the
Investment Manager, provided the Investment Manager pays reasonable charges
associated with such request.

7. INSURANCE AND BONDS.

(a) Any and all insurance and/or bonds that the Investment Manager may be
required to carry under the laws, ordinances, and regulations of any governmental
authority, with respect to the performance of services under this Agreement, are and shall
be the sole responsibility of the Investment Manager.

(b)  With respect to performance hereunder, the Investment Manager agrees to
maintain, at all times during the term of this Agreement, all insurance applicable to the
Investment Manager’s performance of this Agreement in accordance with the standards
and practices of the Investment Manager’s industry. The Investment Manager agrees to
furnish to the Company and the Committee, on or before the date that this Agreement is
executed, certificates of insurance executed by a duly authorized representative of the
insurer evidencing the foregoing insurance and to permit the Company or the Committee
to inspect any such policies at the offices of the Investment Manager upon request. The
Investment Manager further agrees to provide the Company with notice of any changes in
such insurance that would cause the Investment Manager to not be in compliance with
this Agreement, if implemented, at least 30 days prior to the effective date of any such
change in such insurance. The Investment Manager also agrees to notify the Company
and the Committee in writing at least 30 days before replacement or cancellation of such
insurance.

(c) The Investment Manager is bonded to the extent required by ERISA
section 412 or is exempt from such bonding requirements. The Investment Manager
agrees to furnish to the Company, on or before the date that this Agreement is executed, a
copy of the certificate or other acceptable proof of the foregoing bond and to permit the
Company or the Committee to inspect any such bond at the offices of the Investment
Manager upon request. The Investment Manager further agrees to provide the Company
and the Committee with notice of any changes in such bond that would cause the
Investment Manager to not be in compliance with this Agreement, if implemented, at
least 30 days prior to the effective date of any such change in such bond. The Investment
Manager also agrees to notify the Company in writing at least 30 days before replacement
or cancellation of such bond.



8. LIMITATION ON LIABILITY. The Parties agree that the obligations of the
Parties hereunder are solely corporate obligations, and no individual officer, director, employee,
agent, shareholder, or controlling person of the Investment Manager or any of its affiliates, will
be subject to any personal liability whatsoever in connection with this Agreement except as
otherwise required by law.

9. INDEMNIFICATION OF THE INVESTMENT MANAGER. The Company
and AT&T Inc. (collectively, the “Indemnitors™), to the extent permitted by applicable law, shall
indemnify the Investment Manager and hold it and each of its officers, directors, principals,
shareholders, members, managers, employees and agents (individually an “Indemnified Party”),
harmless against any and all losses, claims, damages or liabilities, including reasonable legal fees
and expenses (collectively, “Losses™), to which any Indemnified Party may become subject
arising in any manner out of or in connection with the performance of the duties of the
Investment Manager under this Agreement, except that such Indemnified Party will not be so
indemnified to the extent any such Losses are finally adjudged by a court of competent
jurisdiction, or are determined by another proceeding mutually agreeable to the Parties hereto, to
have resulted from such Indemnified Party’s breach of fiduciary duty, material breach of this
Agreement directly resulting in a loss to a Trust, fraud, negligence or willful misconduct. In
addition, to the extent permitted by applicable law, the Company, in its capacity as plan
administrator, waives any rights or claims it may have against any Indemnified Party in
connection with the performance of services under this Agreement, except to the extent such
claims are based on such Indemnified Party’s breach of fiduciary duty, material breach of this
Agreement directly resulting in a loss to a Trust or the Company, fraud, negligence or willful
misconduct. For purposes of this Agreement:

(a) Pursuant to the foregoing indemnification, the Indemnitors shall, upon
notice, advance or pay or cause the Trust to advance or pay promptly to or on behalf of
any Indemnified Party, all reasonable attorneys’ fees and other expenses and
disbursements as they are incurred; provided, however, that the Indemnified Party shall
first provide to the Indemnitors evidence of its ability to repay (which may consist of
proof of insurance coverage) and, provided further, that it shall promptly reimburse to the
Trust all amounts paid to it pursuant to this Section 9 to the extent that the Indemnified
Party is finally adjudged to have acted in a manner that involved negligence, willful
misconduct, breach of fiduciary duty, or material breach of this Agreement.

(b) If any Indemnified Party has any reason to believe that a potential or
actual legal action or claim may exist or receives notice of the commencement of any
action or proceeding involving the Indemnified Party, a Plan, a Trust, the Indemnitors,
the Committee or any subsidiary, affiliate, director, officer, employee or agent of any of
them, the Indemnified Party will give the Company reasonably prompt written notice
thereof.

(©) If during the period of, or subsequent to the termination of, this
Agreement, any Indemnified Party is required to participate in any legal or other
proceeding (other than as a named party to such proceeding) in connection with the
services contemplated by this Agreement, the Company will compensate the Indemnified



Party for such services or time required at the Indemnified Party’s per diem rates then in
effect, plus any reasonable legal fees and out-of-pocket expenses.

(d) It is understood by the Parties that the foregoing indemnification shall
survive the termination of this Agreement and the termination, for any reason, of the
services of the Investment Manager as a fiduciary with respect to the Plans and the Trust.

10. INDEMNIFICATION OF THE COMPANY.

(a) Subject to such limitations as may be imposed by ERISA or other
applicable law, the Investment Manager undertakes to indemnify and hold harmless the
Plans, the Trust, the Company, the Committee and all officers, directors, principals,
shareholders, members, managers, employees, and agents of the Company (each an
“Indemnified Company Party”) of and from any Losses in connection with or arising out
of (i) any breach of fiduciary duty by the Investment Manager, (ii) any failure of the
Investment Manager to perform any of the duties undertaken by it under the provisions of
this Agreement, (iii) any liability arising out of acts of the Investment Manager which
constitute fraud, negligence, willful misconduct, material breach of this Agreement or
violation of law.

(b)  Anything hereinabove to the contrary notwithstanding, the Investment
Manager shall have no responsibility to an Indemnified Company Party under the
foregoing undertaking to the extent that it has been judicially determined that: (i) the
Indemnified Company Party breached its fiduciary duties or failed to perform any of the
duties undertaken by it under the provisions of this Agreement, or (ii) such liability arises
out of acts of an Indemnified Company Party which constitute fraud, negligence, willful
misconduct, material breach of this Agreement or violation of law.

11. DEFENSE AND SETTLEMENT. In the absence of agreement between the
parties hereto to the contrary, but subject at all times to the indemnification provisions contained
in this Agreement, each party shall prosecute its own defense of any third party cause of action
involving the determination of the rights or obligations of any third party making any claim
pursuant to this Agreement, the Plans, any applicable collective bargaining agreement or any
local, state or federal law. Each party hereto shall have sole authority to select its counsel in any
such proceeding. The Company shall take the lead in the prosecution of the defense of any such
proceeding. The Investment Manager shall use its best efforts to obtain the cooperation of its
employees and agents in the defense of any litigation arising in connection with this Agreement.
Without the prior written consent of the Company, the Indemnified Party shall not enter into any
settlement relating to any Loss which would create any financial or other obligation on the part
of a Trust or a Plan under this Agreement. Without the prior written consent of the Investment
Manager, the Indemnified Company Party will not enter into any settlement relating to any Loss
which would lead to liability or create any financial or other obligation on the part of the
Investment Manager.

12. IMPLEADER. The Investment Manager agrees not to implead or bring any

action against the Company, any subsidiary or other affiliate of the Company, or any director,
officer, employee, contractor or agent thereof, based on any claim by any person for personal
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injury or death of any employee or agent of the Investment Manager that occurs in the course of
the Investment Manager’s performance of this Agreement, provided, however, that the foregoing
shall not apply to circumstances wherein the Company, any subsidiary or other affiliate of the
Company, or any director, officer, employee, contractor or agent thereof inflicts or is directly or
indirectly responsible for the infliction of physical injury (whether or not such physical injury
causes the death of the employee) upon an employee, contractor or agent of the Investment
Manager.

13.  COST OF ENFORCEMENT. In any action brought by either party against the
other party to enforce or interpret the provisions of this Agreement, the prevailing party shall be
entitled to recover all reasonable attorney’s fees and costs of the action.

14. FEES AND EXPENSES

(a) The Investment Manager shall be compensated for its services pursuant to
this Agreement in the amount of $275,000 per calendar quarter payable in arrears
effective as of the first day of the calendar quarter following the completion of the
Contribution. If the Investment Manager’s services with respect to the Preferred Interests
commence or terminate at any time other than at the end of a calendar quarter, such fee
shall be prorated and the difference refunded based on the portion of such calendar
quarter during which this Agreement was in force. Although certain reasonable fees and
expenses incurred by the Investment Manager pursuant to this Agreement may be paid by
the Company (whether or not reimbursed by the Trust), it is understood that the
Investment Manager’s sole professional responsibilities are to the Plans and Trust.

(b) After the Trust first becomes entitled or obligated to sell all or a portion of
the Preferred Interests to AT&T Inc. pursuant to the Contribution, at the request of either
the Investment Manager or the Company, as the case may be, the Manager shall consult
with each other, in good faith, whether conditions in effect at such time warrant any
adjustment in the compensation arrangements for the services provided and to be
provided by the Investment Manager under this Agreement.

©) In the event of a material change in the scope of the Investment Manager’s
engagement hereunder, or a non-recurring transaction or project (other than the
Contribution) requiring significant additional services or analysis by the Investment
Manager (by way of example only, a proposed initial public offering of equity interests in
the Company), the Company, the Committee and the Investment Manager shall consult
with each other on an appropriate fee for such additional services and/or any necessary
and appropriate modifications to this Agreement.

(d)  The Investment Manager’s fee shall be paid by the Trust, and the
Investment Manager is hereby authorized to direct the Trust to pay such fees within [7]
days after invoices are therefor provided to the Company. The Investment Manager also
is hereby authorized to direct the Trustee to reimburse the Investment Manager for its
reasonable expenses, disbursements and costs that are incurred (i) for out-of-town travel
and (ii) advice of outside counsel directly in support of the services described in Section
2 of this Agreement not sooner than 30 days after request thereby is delivered to the
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Company. By submitting any such request for reimbursement, the Investment Manager
shall be deemed to have represented to the Company and the Committee that such
amounts have been determined by the Investment Manager to be reasonable within the
meaning of section 408(b)(2) of ERISA for the services provided and have been paid by
the Investment Manager. It is understood by the Parties that any outside legal counsel
retained by the Investment Manager represents the Investment Manager exclusively, and
the attorney-client privilege with respect to the above-described services will be solely
between the Investment Manager, on behalf of the Plans, and such counsel.

(e) Invoices may be submitted by email or other electronic means acceptable
to the Company and the Investment Manager. Unless the Investment Manager is
otherwise advised in writing, invoices shall be directed to:

AT&T Services, Inc.

c/o William H. Hammond

Vice President, Investment Management
One AT&T Way

Room 3D101

Bedminster, New Jersey 07921-2693

15. CONFIDENTIALITY.

(a) The Investment Manager shall treat as confidential any Confidential
Information with respect to the Preferred Interests, as well as with respect to any financial
or other information relating to the Company or the Trust which it obtains in its capacity
as the Investment Manager or otherwise.

(b) The Investment Manager shall promptly provide prior notice to the
Company (except where such prior notice is prohibited by law), before it can disclose any
information with respect to the Preferred Interests or the Trust that would be Confidential
Information except that the disclosure is required by law, regulation or other binding
authority, including (without limitation) requirements under ERISA, the Securities
Exchange Act of 1934 and the Investment Advisers Act of 1940. In the event that the
Investment Manager is requested (by oral questions, interrogatories, subpoena duces
tecum or similar process) to disclose any information that would be Confidential
Information except for the requirement to disclose, the Investment Manager shall provide
the Company with prompt notice of such request. In the event that the Investment
Manager discloses information that would otherwise be Confidential Information without
prior notice to the Company (because such disclosure is required by law and prior
notification thereof to the Company is prohibited by law), the Investment Manager shall
notify the Company concerning such disclosure as soon as practicable and permissible by
law.

(c) Except to the extent required by applicable law, the Investment Manager
shall not publish or otherwise distribute, without the Company’s prior written approval,
any advertising, press release or promotional or publicity material wherein the name,
symbol, trademark or service mark of the Company, the Plans, or the Trust (including
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any subsidiary, affiliate or other benefit plan or trust of the Company) (“Proprietary
Information™) is mentioned, or language from which the connection of said name,
symbol, trademark or service mark therewith may be inferred or implied. The Investment
Manager shall cease any and all usage of the name, symbol, trademark or service mark of
the Company, the Plans or the Trust immediately upon the termination of this Agreement.
Notwithstanding the foregoing, the Company expressly approves the Investment
Manager’s use of Proprietary Information in connection with advertising, press releases
or promotional or publicity material to the extent that such promotional materials (i)
accurately reflect information contained in public documents filed by the Company or
any subsidiary or affiliate of the Company with any regulatory authority in connection
with the Trust’s ownership of the Shares, and (ii) do not infer or imply any endorsement
of the Investment Manager by the Company, the Plans or the Trust.

(d) Al specifications, drawings, sketches, models, samples, tools, apparatus,
software programs, technical information and specific investment advice, written or oral,
furnished by the Investment Manager to the Company under this Agreement or in
contemplation of this Agreement shall be considered to be proprietary. The Company
specifically agrees to treat such information as confidential and shall not disclose such
information to a third party without prior notice to and the written consent of the
Investment Manager unless such disclosure is required by law, regulation or other
binding authority, including (without limitation) requirements under ERISA, the
Securities Exchange Act of 1934 and the Investment Advisers Act of 1940. In the event
that the Company is requested (by oral questions, interrogatories, subpoena duces tecum
or similar process) to disclose any such information the Company shall provide the
Investment Manager with prompt notice of such request. In the event that the Company
discloses such information without prior notice to the Investment Manager (because such
disclosure is required by law and prior notification thereof to the Investment Manager is
prohibited by law), the Company shall notify the Investment Manager concerning such
disclosure as soon as practicable and permissible by law.

© The Parties agree that the financial terms of this Agreement, including but
not limited to the fees described in Section 14 of this Agreement, shall be treated as
Confidential Information except as required by law. Any disclosure by either party
hereto, any subsidiary or affiliate of either party hereto, or any employee or agent thereof,
of any such financial terms, without the prior written permission of the other party hereto,
shall be deemed to be a material breach of this Agreement.

® “Confidential Information” shall mean and include any and all records,
data, input materials and other information received, computed, used or stored pursuant
to this Agreement that are disclosed by the Company to the Investment Manager in
accordance with this Agreement. Confidential Information does not include information
that is (a) now available or becomes available to others without a breach of this
Agreement; (b) lawfully obtained by a party to this Agreement from a third party or
parties; (c) known by a party to this Agreement prior to disclosure under this Agreement;
(d) developed by a party to this Agreement independently of disclosure under this
Agreement; or (e) required to be disclosed by a party to this Agreement pursuant to any
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applicable law, rule, regulation, order or ruling of any authorized court, agency or
regulatory commission, but only to the extent that such disclosure is so required.

16. TERMINATION OF AGREEMENT

(a) The term of this Agreement shall end upon the later of the disposition of
all Preferred Interests by the Trust or on such date when the PTE no longer is necessary
for compliance with applicable law or applicable. Notwithstanding the foregoing, this
Agreement may be sooner terminated as follows:

@) The Investment Manager may resign by delivering to the
Committee a written resignation that shall take effect 90 days after the date of
such filing.

(i)  The Committee may terminate this Agreement by 30 days’ written
notice only for Cause, which, for purposes of this Agreement, shall be defined as
any of the following:

(@  any disqualifying event described in ERISA section 411 or
Section I(g) of PTE 84-14;

(b)  determination by any court, arbitrator or government
regulatory body that the Investment Manager has violated any civil or
criminal law (including, but not limited to, securities, antitrust or ERISA)
in connection with the performance of its responsibilities to the Trust. For
purposes of avoidance of doubt in connection with this and the subsequent
subparagraph, a “determination” shall mean any written judgment, order
or decree; court-approved settlement; arbitration award; or enforcement
action of a government regulatory body or self regulatory organization, in
the form of a written sanction, claim, demand or opinion, whether or not
appealable;

(c) determination by any court, arbitrator or government
regulatory body that the Investment Manager has materially breached the
terms of its engagement, whether or not appealable;

(d) any action by the Investment Manager that results in
imposition of a civil or criminal sanction, any prohibited transaction
excise tax, or any civil judgment or award of damages, on either Trust or
their respective employees, officers directors or owners (whether or not
subject to indemnity by the Investment Manager, an insurer, or any other
person);

(e) failure of the Investment Manager to qualify as an
“investment manager” within the meaning of ERISA section 3(38);

® any change in the clientele, business or ownership of the
Investment Manager that results in an actual conflict of interest;
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(g) if both Charles Brock and Stephen Wilson cease to be
employed by the Investment Manager or its affiliates on substantially a
full-time basis;

(h)  violation of any conditions imposed on the Investment
Manager under the terms of the PTE; or

(i) any other action or inaction of the Investment Manager that
the Committee determines to be a material breach of this Agreement or
any law, or is likely to result in an irreconcilable conflict.

(b) In the event this Agreement <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>