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Okay, we're live here. Welcome, everyone. I'm Bryan Kraft, Deutsche Bank's telecom, media and cable analyst, and I'm really pleased to be here
today with John Stephens, the CFO of AT&T. John is actually retiring at the end of this month, and so I want to thank him for joining us today and
wish him the best in his retirement and thank him for coming to the conference for all these years.

So John, thanks for coming today and wish you the best in your retirement.

John Joseph Stephens - AT&T Inc. - Senior Executive VP & CFO

Bryan, thank you very much, and thanks, everybody, for attending today and your interest in AT&T. I've always enjoyed coming to the conference.
As many people know, I' m also a baseball fan, so I'm missing out on my spring training trip as we do this virtually, but I'll have to do my spring
training trip virtually also.

Before we get started, some of the comments today are going to include forward-looking statements that are subject to risk. We'd please refer you
to our website, our SEC filings, including our most recent annual report.

And with that, I'll also point out that we still have some limitations on the C-band discussion on the Auction 107 until the deposit payments are
due later this week.

But with that, Bryan, I'll turn it over to you, and let's get going and look forward to the conversation.

Q U E S T I O N S  A N D  A N S W E R S

Bryan D. Kraft - Deutsche Bank AG, Research Division - Senior Analyst

Okay, great. Well, given your upcoming retirement at the end of the month, after 28 years with the company, perhaps you could share some
perspective on how the business has changed since you became CFO 10 years ago and what you see going forward for the industry and for AT&T?

John Joseph Stephens - AT&T Inc. - Senior Executive VP & CFO

Yes. I'm excited about what we have in front of us and the opportunities we have in front of us. Let me give you just a couple of push points. If you
think about wireless, 10 years ago, what we were dealing with the industry, we had 100 million subscribers, but we were just starting to understand
the data demands of the smartphone. And today, we have over 200 million subscribers, and we've added significant amounts of spectrum, whether
it's through Leap or AWS-3 or other spectrum acquisitions, the C-band, the millimeter wave And we've dramatically improved our networks and
our capabilities and our throughput. And we've also added a strong customer base, not only in Mexico, but in our prepaid business with our Cricket
acquisition. So I see tremendous reduction in churn in our wireless business. So I see a great network, great service, good offers and a real positive
there.
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On the kind of finance side of it, I'd tell you, it's pretty remarkable. When I took the job, our average 30-year debt yield, about 6%. Today, it's about
4%. 10-year yields were close to 4%. Today, they're closer to 2.25%. So it's a tremendous opportunity to invest for the future at very low rates.

We've seen transformation in our broadband and a move towards fiber and the conversion of former DSL customers up to IP-DSL, VDSL and now
to fiber, so we continue to see opportunity there. And that's before you get into HBO Max and being on the cutting edge of the direct to consumer
of software entertainment. So I'm generally positive.

We've been through some challenges, COVID and others, but the company is strong, and I'm looking forward to a bright future for all the great
people that are going to continue to operate this business.

Bryan D. Kraft - Deutsche Bank AG, Research Division - Senior Analyst

And moving on maybe into some more specific topics. One of the big things that investors are asking about and curious about is in the wireless
business, AT&T has taken a more customer retention-focused approach in the market. Why exactly did you decide to make that tactical shift? And
what have the results been like for AT&T?

John Joseph Stephens - AT&T Inc. - Senior Executive VP & CFO

Yes. So we've seen real strong performance in wireless. Starting in second quarter last year, we've had, for multiple years, strong performance, 8
straight quarters, the fastest network out there and best iPhone network and so forth. But we've seen some real customer movement starting in
the second quarter last year. And that came from a very thoughtful and purposeful process of going and listening to our customers and finding
out what they needed, what was very pleasing to them and what was something that we could improve on.

One of the things that came out of those surveys, that information, along with a lot of other changes to our offerings, but one that was real specific
is, "Oh, I'm your best customer, and I can't get your best offer." So we put together a program that allowed for trade in the phones, that allowed us
to upsell our customers, that allowed us to get customers who we knew they were extremely low, if no risk bad debt payments, low or no risk --
early churn risks. We knew these customers. They've been our customers for years. So we put together a package that made economic sense but
was actually a recognition for them.

And the results have been remarkable. Churn in the fourth quarter was down 30 basis points. Overall churn for the year was down 15. Those kinds
of numbers generate real value. And we found, too, that we offer that to the lead customer on the account, and they get it and other phones stay
with us, too. So it's been a very successful one. But it was really focused on how do we continue to value the customers and put something together
that works for both them and us.

Bryan D. Kraft - Deutsche Bank AG, Research Division - Senior Analyst

Got it. And can you talk more broadly about the competitive environment in wireless? More specifically, is COVID still suppressing activity? And
what's AT&T's plan for effectively competing going forward?

John Joseph Stephens - AT&T Inc. - Senior Executive VP & CFO

Yes. I think you'll see us continue to focus on the customers, continue to focus on that great network, continue to focus on really good service. I
would suggest to you, we feel like we've been competing very well. I personally view us as being the lead postpaid phone generator in the last 2
quarters when you adjust for migrations that some companies do, and so I feel very good about how we're competing today and expect that to
continue.
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I think you'll continue to see us update our offers, provide great value to customers, but we'll continue to do it in the same way we're doing today.
Starting with a great network, starting with a great service, competitive prices and then doing great offers, whether it's best customers get the best
offers with equipment and trade-ins, whether it's continuing to utilize HBO Max and adding that to a quality package, whether that's providing
customers an elite unlimited package, which is tremendous quality service, as well as a video offering.

All of those things, I think you saw that in the fourth quarter where we saw tremendous churn numbers, and we saw really good, when you consider
COVID, still in -- impacted things, you saw service revenue growth. So feel good about how that is.

Going forward, COVID's going to impact us in the first quarter because in the first -- particularly the first couple of months of last year, there was a
lot of international travel, a lot of international roaming. But we're getting through that. And so going forward, those comparisons will be much
easier. But we had service revenue growth in the fourth quarter, even with those challenges. So I'm pleased with the way it's heading, pleased with
the customer counts, postpaid, prepaid, postpaid voice, prepaid voice, feel very good about all of that. And our competitive process is working.

Bryan D. Kraft - Deutsche Bank AG, Research Division - Senior Analyst

Okay. And you talked about guidance for 2% service revenue growth this year. Can you get into the underlying drivers of that 2% revenue growth
and how we should think about that?

John Joseph Stephens - AT&T Inc. - Senior Executive VP & CFO

Sure. Your end customers. We're growing customer base. We're growing. That's point one. Two, we're having continued buy-ups out of our basic
elite programs to our -- or excuse me, our basic unlimited programs to our elite programs. We're continuing to add connected devices. We've got
positive momentum on other data-centric devices like watches and tablets. But really, the most direct way I said is just customer net additions, 1.5
million or so phone additions last year. Customers are happy, churn's down. You grow revenues. And you can give great service when you're
growing revenues, and we strive to do that every day.

Bryan D. Kraft - Deutsche Bank AG, Research Division - Senior Analyst

Okay. And what about on the EBITDA side? Can wireless EBITDA grow this year? And if so, how much could it grow by?

John Joseph Stephens - AT&T Inc. - Senior Executive VP & CFO

Yes. So it certainly can grow and expect it to grow. I won't give a specific number. Quite frankly, the success of our promotional programs, particularly
the best customers get the best offer, has been very successful. On the upfront basis, it poses some impacts to EBITDA. But the results on a longer-term
basis are so beneficial to us that we'll have to see how that goes, whether we keep that on or whether we adjust it as we normally do with offers,
we'll see how long we have that on. But even with that, I would expect EBITDA to grow in mobility this year.

Bryan D. Kraft - Deutsche Bank AG, Research Division - Senior Analyst

Okay. Can you talk about the longer-term view on CapEx levels required to support and grow the business?

John Joseph Stephens - AT&T Inc. - Senior Executive VP & CFO

Yes. Let me say this way. We've talked about it this year being about $21 billion. That gives us not only a continued investment, which we've been
doing for years in the wireless business, whether it's through FirstNet improvements, whether it's through spectrum, whether it's through densification,
technology improvements. So we'll continue to invest in the network as we have with spectrum purchases. So that will be ongoing.
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On a CapEx level, I think that will be consistent with levels you've seen in the past -- or in those areas. We're going to step up a little bit of our
investment in fiber this year. We've got a great opportunity. We'll have greenfield builds like we always have that will add fiber. We've got a great
opportunity to add business fiber capabilities through software and light equipment improvements, where we have dedicated Internet access to
buildings or facilities that we can turn to shared Internet access for the rest of the customers in that building and the rest of the opportunities in
that building on a very low-cost basis.

And we've got the opportunity to convert our VDSL where we have customers that have fiber to their neighborhoods and just can upgrade them
to fiber to the home. So you'll see us doing that. But those are efficient, effective upgrades that allow us to have a superior fiber broadband offering
to our customers. And as you well know, the beauty in our situation of the fiber is that it's a -- it plays 3 roles for us when we put that fiber out in
the network: one, the backhaul for the wireless; two, fiber to the home, fiber to the prem and the quality broadband in the home; and then three,
fiber for business. So we have an opportunity to really utilize that fiber multiple ways to generate customers for value, and quite frankly, revenue
opportunities for our shareholders.

Bryan D. Kraft - Deutsche Bank AG, Research Division - Senior Analyst

There's a couple of things I want to follow up with you within -- in your response there. I guess, first, any update on FirstNet? Is that build now fully
completed? What's demand been like among first responders for the product?

John Joseph Stephens - AT&T Inc. - Senior Executive VP & CFO

FirstNet is one of the things we're proudest of at the company because of what it does, especially in times like COVID times like -- where we have
weather-related or social unrest, the quality of the service that it provides has been remarkable. But we're over 90% complete. We're on track to
complete the build early, continue to have a very solid, professional quality working relationship with the FirstNet Authority. They drive us hard,
and we're responding well. So that continues to be good.

If you think about it from a customer opportunity perspective, we have probably 15,000 agencies now signed up and qualified to buy from our
FirstNet products and services. Secondly, we have over 2 million customers or connections on the FirstNet network, so it's growing rapidly. Our
business division is doing a great job of working with the states, the local governments, municipalities and provide that -- as well as the federal
government in providing that service. So it's got a lot of room to grow.

Our new capabilities and whether it's push to talk or other point-of-contact type capabilities is working. And quite frankly, as we've gone through
a year of hurricanes and fires and some just civil disorder, COVID, I think FirstNet has shown how it was the right idea and how us and the FirstNet
Authority were the right partners to make it work for the country, and it certainly is working for AT&T.

Bryan D. Kraft - Deutsche Bank AG, Research Division - Senior Analyst

Okay. I don't know if you can answer this at this point or not, but I do want to ask you. AT&T invested $23 billion in C-band licenses in this auction.
How do the frequencies impact your strategy, your competitive position, balance sheet, capital investment plans going forward?

John Joseph Stephens - AT&T Inc. - Senior Executive VP & CFO

So let me take it a couple of piece parts. First off, I'd refer you to our 10-K annual report. But basically, the information there is, I think most of you
know, we had $10 billion of cash on the balance sheet at the end of last year. We did about $6 billion in commercial paper through January, that's
disclosed. And we have a $15 billion bank loan, a $14.8 billion bank facility that was set up.

So if you will, you put all that together, that's over $30 billion of ability to handle any down payments pretty easily. So that aspect of it has been
managed, been well thought-out, and that's before we even go to the great cash flows this year.
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Secondly, I'll go to the other side of that story and say if you look at what we've said on our guidance, $26 billion of free cash flow, about $15 billion
worth of dividends, so about $11 billion of free cash flow in excess of dividends, plus $8 billion -- almost right at $8 billion from our -- closing our
new DIRECTV transaction and over $1 billion from selling things like Crunchyroll and real estate and so forth, there's an easy path to $20 billion of
excess cash generation after investing in networks, after paying interest and dividends to our capital providers.

So in essence, it's a very manageable level throughout the year. Gives us the flexibility to do it out of cash flows and to do it out of cash on hand
and not have to make any determinations with any kind of long-term financing at this time. We can be opportunistic. But certainly, we're not
required to go to the market where we're at.

With regard to the spectrum we got, I think I'd point out 2 things that were in the FCC release. One is 80 megahertz in total, which is when you take
it into account to our 160 megahertz-plus, low- and medium-band spectrum position, it leaves us in a very healthy, competitive position. Our
leading position in spectrum before this transaction on the low side really gives us an advantage and allows us to use this very well.

Secondly, in getting that 80, we got 40 megahertz in phase 1. And so we'll have that available to allow us to do and stay extremely competitive, if
not lead, going forward, so feel very good about that. So that's how we're thinking about it, and we'll continue to evaluate opportunities as we
move forward.

Bryan D. Kraft - Deutsche Bank AG, Research Division - Senior Analyst

Okay. And you also mentioned investment in the fiber to the premises. You've been expanding that footprint or you seem to have indicated you're
going to expand that footprint going forward. Can you talk about why it makes sense now to do this, whereas it may not have in the past? Have
the -- how the economics, the technology and other factors evolved over the past 10 years to make this an attractive use of capital now whereas
maybe it wasn't in the past?

John Joseph Stephens - AT&T Inc. - Senior Executive VP & CFO

Yes. I mean I'm not the expert on the network side, but I will tell you the cost per unit certainly has come down, not only the cost of the fiber, but
the technology and the -- if you will, the electronics that go around it, allowing for greater speeds with the investment.

If you're asking me, why now, let me go back and say, over the last 5 years, through the end of last year, over the last 4.5 years or so, we had put in
14 million fiber connections. So we had done a significant amount. We had eased up from that 1 million a quarter pace that we were running at
through the third quarter of '19. But we had continued to put in what we're doing now, and we were focused on paying down debt. And as you
saw, we brought our debt down by $30 billion through the end of last year. So we were very successful in that.

Now we feel good about the balance sheet, the cost metrics. And quite frankly, the customer demand for a 2-way. Both uplink and downlink speed
product that only fiber can provide is providing us this opportunity, lower cost per unit, the fact that we have our, if you will, our IP-DSL or VDSL
footprint to build on, the fact that electronics have gotten better. And quite frankly, whether it's COVID or other issues with regard to moving
people to work virtually, we now believe that this is the right time to take it to the next step.

We can continue to get 3 bites at the apple with fiber: wireless backhaul, fiber to the home and business fiber. So it all makes sense to us. But yes,
there have been economic improvements but there's also been a change in demand where customers are now demanding it or for situations like
this where we're having a remote virtual conference or a remote meeting and upload and download speeds need to be consistent, needs to have
the same quality, and fiber uniquely provides that.
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Bryan D. Kraft - Deutsche Bank AG, Research Division - Senior Analyst

Okay, great. When you think about the residential broadband business and being able to grow subscribers, I guess, do you have conviction that
you'll be able to grow the -- to grow subscribers going forward despite having some areas of the footprint that are not competitive because of the
speeds that you offer, they haven't been upgraded?

John Joseph Stephens - AT&T Inc. - Senior Executive VP & CFO

Yes. So I'll say it this way. We've been -- we've gone through a transformation. You asked me earlier about when I took the job as CFO. One of the
things back then is we had virtually no fiber broadband customers. And today, we have 5 million in the -- we had virtually all of our 14 million or
so, 15 million or so customers were broadband DSL, and now we have very few broadband DSL, and 80% or more are high-speed VDSL or fiber.

So we're going through that transformation. And as you do that, it gives you the opportunity. As you complete that, you start tipping that net
additions in fiber to growth. And that's what we're striving to do. So over the longer -- I'm not giving any specific guidance on total fibers, as we
haven't for the year, but I would suggest to you that as you continue to get that fiber base upwards of 1/3 and moving north of that every year, as
we have consistently for the last 4 years, you will see the opportunity to grow the overall base, especially as you, if you will, restock the footprint
you can sell into, which is what the additional fiber footprint's about.

So certainly see that opportunity. You've seen that in mobility as we've replaced our dial tone with mobility, and we're now replacing -- fiber is
replacing our broadband DSL product. It's a natural evolution or transformation we've been through many times. But once you get to that tipping
point, and we're getting to that point where we are quickly approaching 40% and 50% of our base broadband being fiber, as we move up that
scale, you'll see us get to the opportunity for growth.

Bryan D. Kraft - Deutsche Bank AG, Research Division - Senior Analyst

Okay. Why don't we shift gears over to WarnerMedia? There's obviously a lot going on there, been a lot of changes there. On top of the disruptions
from COVID, which obviously still with us. Given the changes at WarnerMedia, plus COVID, can you just give us more color on what to expect at
Warner Bros. and Turner this year?

John Joseph Stephens - AT&T Inc. - Senior Executive VP & CFO

Yes. So first of all, I'm excited about the changes that Jason has put in place over the last year. He's worked really hard. The whole team has worked
really hard, not only getting HBO Max launched, but in reorganizing, getting one content team, getting coordinated effort on the D2C platforms,
really moving the company forward and providing some self-funding for investment in content, which they'll continue to do. And they did all this
working in a very difficult year.

They've kept production running at a very, very high level, albeit very safely and carefully putting the protocols in place and investing some
additional money in safety and security. Coming up with some good ideas on simultaneous launch in the theaters and on HBO Max for some
tent-pole movies. So it's been a very successful year in a very difficult situation, so I applaud their efforts.

Going forward, I'll point to a few things. One, the momentum in HBO Max has been great. We had more customers last year than HBO had in the
decade before, so feel good about that and feel good about the quality of that product, the engagement, people's use of it and so forth and think
there's more to come. So I feel really good about that. We'll -- Jason will talk more about that on Friday but feel really good about that.

Two, I'm, quite frankly, thrilled with the return of the March Madness in the NCAA tournament, and hopefully, some return to some more normal
sports programming, which is really critical to the organization.
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Third, I do believe that there will be some gradual return, probably later in the year, to theaters and moviegoing, and that's real positive. But we
are really proud of what's been accomplished so far. I think CNN today is the #1 cable channel out there, not just news, #1 cable channel. So those
-- that team is performing well. As I said, Warner Bros. Studios has continued to produce in very difficult times and grateful for them, and certainly,
the HBO Max team and the Turner teams are all doing well. So we're optimistic. As the economy comes back, there's more opportunity for advertising.
There's more opportunity for HBO Max growth. And we continue to focus on that, and we'll continue to have more of that.

Bryan D. Kraft - Deutsche Bank AG, Research Division - Senior Analyst

Okay. A number of things we can get into. We could probably all agree, though, that we're glad to have March Madness back. On HBO Max, it seems
to be hitting stride here in the U.S. as a premium offering. Can you tell us about the AVOD launch? For example, what the product might look like,
timing. And do you envision news and sports being incorporated into HBO Max, both from an AVOD and an SVOD perspective?

John Joseph Stephens - AT&T Inc. - Senior Executive VP & CFO

Yes. So a couple of things. Let me talk from a high level, and I don't want to steal any thunder from Jason at our analyst conference this Friday, but
I'll give you some insights. One, expect to launch both AVOD and internationally this year. We've announced both of those. I'd expect international
launch in Latin America to start and moving on to other locations. Jason will have some specifics about that.

Yes. I would expect that there's going to be local content, depending upon the local market. That's always a part of it, and we'd expect that to be
a part of HBO Max, as well as utilizing the strong HBO Max content. I think those decisions will be made by Jason and his team based on a
market-by-market basis on what puts together the best package. So could it include some sports? Certainly it could. I'm not here to say that. What
I'm telling you is that they're going to evaluate those markets to make sure they got the best product out there.

AVOD, we expect to have later this year, and we are excited about that. We're a premium product and we think our HBO and HBO Max deserve
that premium pricing, but we think there's an opportunity to expand the customer base by having a thoughtful, careful AVOD product. And in
coming up with that, we are excited about those opportunities.

Once again, these are 2 of the things, as you say, what excites you about what's coming up, what do we have to look forward to this year and into
the coming years? Those are 2 of the items that we feel really good about the progress on. We've got a lot of work to do, but we're really confident
that we can meet the bar and raise the bar ourselves on that.

I will tell you, you've seen what happened last year and how well HBO Max has done, and I feel very good about that, especially at a premium
product level. And so we're looking for some more of that going forward.

Bryan D. Kraft - Deutsche Bank AG, Research Division - Senior Analyst

On HBO's global -- HBO Max's global expansion, can you help us to understand what the global footprint looks like today and how the existing
relationships in these markets will accelerate or, in some cases, even hinder the direct-to-consumer market entry timing and how you see those
existing relationships evolving? Because I think HBO has different flavors depending on which country you're in.

John Joseph Stephens - AT&T Inc. - Senior Executive VP & CFO

You're right. We do, and so we'll set our plans according to those arrangements. And with respect to those contracts and the timing of different
launches, we'll certainly take all of that into consideration. Best example I can give you is we brought in HBO Latin America group, I think it was last
April, and we bought in the minority partner in anticipation of being able to have a launch of HBO Max and the direct-to-consumer product with
full ownership of all the HBO -- with complete ownership of the HBO product down there.
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So we have been thoughtful and forward-looking on this and respectful of the contracts that are out there, so you'll see us do launches at different
time frames and in different manners in respect to those contracts and existing relationships. I'm not here to go through chapter and verse of what
those -- that schedule is or what those conversations are about. Jason will touch on that on Friday.

But yes, it's thoughtful and purposeful that we've announced Latin America being our first market. And I would point to you back what we announced
publicly that last, I think it was April, when we brought in the Latin America group, I think it was -- would have been an indicator to some that, that
would have been our intention.

Bryan D. Kraft - Deutsche Bank AG, Research Division - Senior Analyst

Okay. We'll look forward to more details from Jason then at the Analyst Day. Do you -- maybe shifting to the film side a little bit, which you mentioned
you've adapted the Warner Bros. film distribution strategy during COVID in a way that's synergistic for HBO Max. What are the longer-term implications
from what you've learned here? And can you help us understand the economics of skipping or shortening the exclusive theatrical window?

John Joseph Stephens - AT&T Inc. - Senior Executive VP & CFO

A couple of things. Well, we announced we'd do it for a year, and we're in that process now. What we've seen is not only good viewership of those
movies on HBO Max but engagement of files that's been encouraging, so real success with it so far.

From a financial perspective, quite frankly, with theaters being very limited in their attendance, I would suggest to you, it was something that, so
to speak, COVID did to us that we pivoted in that COVID environment. And with the others, really to this day, just starting to open up and certainly,
the expectation that they're not going to -- that, that reopening would be gradual. It was a thoughtful, worthy investment in HBO Max and in the
products. Remember, if we would have just held all those movies like Wonder Woman '84 (sic) [Wonder Woman 1984], Judas and the Black Messiah
or some of the other ones, Tom and Jerry, if you just hold all those for later release, you're going to be in a position where all the studios have been
holding movies. And the flood of the theaters, even if they're fully open, would change all the economics, anyway. So this was -- we had a choice,
and I personally agree with that choice. I think it's worked really well, and you've seen that in the quality HBO Max numbers.

Going forward, we'll continue to learn from it. We're still just a few -- 3 or 4 months into this process. And so we're still learning from it. We're still
gathering data, still certainly paying very close attention to the results. And we're still uncertain as to when the economy is going to be fully open.
So I wouldn't suggest to you anything, other than what we've announced, that this was a 1-year effort, but we'll be very thoughtful about it.

And when I say that, it's not -- we're thoughtful for the actors, the artists, the performers, the theater owners, all aspects of the industry, we'll consider
those. It's part of the ecosystem that does benefit WarnerMedia, Warner Bros. Studios, HBO, HBO Max and so forth. So we will take that into
consideration, but we're pleased with how it's worked so far. We continue to watch it, and we think it's worked out well for all involved.

Bryan D. Kraft - Deutsche Bank AG, Research Division - Senior Analyst

Okay. Maybe shift over to the business side, business services side of the business, enterprise, SMB. What are you seeing in enterprise, SMB and the
public sector segments right now? And can you give us any sense as to what you're assuming broadly within the 2021 revenue guidance for these
market segments?

John Joseph Stephens - AT&T Inc. - Senior Executive VP & CFO

Yes. On the -- let's talk. When we talk about business, there's 2 pieces to it. The business wireless piece continues to be something we're proud of.
They're the ones that manage first that they manage the large customer connectivity on the wireless side, and that continues to be a good, solid
performance and growth, particularly in the FirstNet side.
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So on the more traditional or wired, if you will, business side, still see opportunity in strategic services. Have seen companies be careful about
investment, and we do have some continued challenges with some of our legacy voice and data products. So in that space, what we've seen and
what you've seen over the last few years is our transformation efforts are streamlining our software-defined network or network function virtualization
efforts have really allowed us to manage costs and really keep the percentage margin and total dollars of margin, EBITDA in a pretty good spot.
And we're going to continue to strive to do that.

The overall business wireline and business solutions team is doing a great job selling in a tough economy. But we've got products, strategic services
products, next generation, whether it be fiber or IP-based security-based, that do have a place in the future, and we have ample amounts of fiber
in the ground to serve those customers. So we're going to continue that focus.

Bryan D. Kraft - Deutsche Bank AG, Research Division - Senior Analyst

Longer term, what are the opportunities for enterprise 5G? And when do you see them beginning to materialize in a meaningful way?

John Joseph Stephens - AT&T Inc. - Senior Executive VP & CFO

Yes. I think those opportunities are going right now, whether it be automated factories, health care, whether it be 5G-based campuses where we
use 5G-type connectivity, whether it's in the additional speeds and capabilities are used for training materials or technician support, all kinds of
things, those things are all coming up now, but they're going to take a while. And I do believe business is going to lead.

We're optimistic about that. We continue to see strong connected device activity. But we're, I think, at the end of last year, close to 40 million
connected device compared to when I started in this job, it was less than 10 million, I think. So it's been dramatic, and it will continue on.

We are of the mindset that this is part of the total servicing package we provide to those business customers. And as such, I think of it is about the
ability to retain the overall service by being the solutions provider to those business customers.

Bryan D. Kraft - Deutsche Bank AG, Research Division - Senior Analyst

Okay. Maybe shift over to the pay TV side, distribution side. Can you talk about the benefits of the recently announced deal to sell 30% of the pay
TV distribution business to TPG and some of the next steps you'll evaluate for the business in the future?

John Joseph Stephens - AT&T Inc. - Senior Executive VP & CFO

Yes. Let me touch on a couple of things. One, benefits are $8 billion in cash on an upfront basis or about $8 billion in cash and debt relief. Pretty
good number, especially in this environment, where we are investing in a deliberate way in spectrum. So that's one.

Two, great partner, a partner who's done these kinds of transactions, these carve-outs from large corporations in the past. TPG's partnered with
IBM, with Humana, with Intel, with others. They know how to do this. And this will be a partnership, so it was important to have a partner that we're
going to have a continuing involvement, that we can continue to work for -- work with.

Third, it gets focus, focus for the DIRECTV business outside the big machine that is AT&T. And quite frankly, it leaves us at AT&T to be able to focus
more directly on our real pillars of 5G connectivity and fiber and software-based entertainment and customer experience so from that standpoint.

Additionally, it gives us optionality. If there is an opportunity to improve the operations business, if there is an opportunity to take AT&T TV to a
further level, if there is opportunities to further manage costs, we'll benefit from that, and we'll benefit because we still have 70% ownership. So
from that perspective, it made sense, and it was the right thing to do, and TPG is the right partner.
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I will point out, not only do we have a 70% economic interest going forward, but we're going to provide a transition services arrangement. We're
going to be able to continue to bundle video products with our broadband, with our wireless. We're going to have -- there's going to be that
encouragement going both ways. And quite frankly, they're going to be a big business partner in the sense of they're still one of our largest content
buyers for TNT and TBS and CNN. So this is a partnership that we look to work with them closely, but we appreciate the skills and focus that they're
going to bring to that business for improvement.

From a couple of perspectives, the economics kind of go like this. We get that -- I say about $8 billion, $7.8 billion upfront. The next $1.8 billion, if
you will, is -- goes to TPG to turn their preferreds, and then we get our remaining $8 billion, $8.5 billion investment out as an ex recovery. And then
we start sharing in the remainder, 70-30. So we feel in a very good position to recover all of our funds and the opportunity to have a positive
opportunity going forward from the partnership.

A couple of other things. There's going to be some question, Bryan, I want to take the opportunity to point out. Two things happened. At the end
of last year, we took an impairment on the property, and we took some impairments to some of our PP&E. And secondly, we are now using
held-for-sale accounting for that business, consistent with the accounting requirements. That's going to have an impact of about $300 million
reduction in depreciation in the first quarter, and that will continue on until we close the transaction. It will be a little bit smaller numbers as we
go forward, but it will continue on until close.

That $300 million of reduced depreciation, a little less than half comes from the impairment, something that we knew about when we announced
guidance back in January. And a little bit more than half comes from the held-for-sale aspect of the accounting requirements that we -- with the
announced deal that we'll put in place as of January 1. So I just want to make sure I shared that with you.

Bryan D. Kraft - Deutsche Bank AG, Research Division - Senior Analyst

Okay, great. That's really helpful. Why don't we talk for a minute about your cost transformation? What areas are you focused on in 2021? How are
you tracking relative to your previously announced targets? And how much is left to go there on those previous targets?

John Joseph Stephens - AT&T Inc. - Senior Executive VP & CFO

Yes. So a couple of things. One, first, and what I talked about extensively is retail. We went through and resized and had that opportunity. Because
of COVID, it acted as, quite frankly, a little bit of a timer in the sense of giving us the opportunity go through that seamless -- at the same time,
contemporaries with a lot of the stores being closed because of state mandates. And so we've shifted about 500 of our retail locations, some of
them to authorized agents, some of them to just be -- just closed and more efficient operations.

And we've shifted to a much more online -- or while we've had a lot of online, we've really put a lot of focus on improving that online distribution.
All of those efforts are going well. The partnering with the authorized retailers is going well. And you guys have seen in the results, particularly the
last 2 quarters of last year, it's working well with regard to not only churn but with regard to that adds. So that's an ongoing process. It's never done.
You continue to have leases come due and evaluate new locations and so forth. But I think that's been a real successful focus.

Two, we've gone through all of our benefit plans, all of our force plans in all of that and try to be very pragmatic, turn things to market-based levels
of compensation. And that's gone well, and we'll continue to go that way, but we're in a good spot there.

Third, I'll tell you that we're working on moving things to the cloud and eliminating duplicative or, if you will, streamlining the necessary IT systems.
I'll give you the best example. Right now in the finance organization, I have literally dozens of about 100 different IT systems that I have a very
specific plan in place to take down to about 35. It goes to combining systems and utilizing the cloud in an efficient way. And it will drive a significant
amount of cost out. I say that just as an example. We're a small piece of what the transformation and particularly the IT team is doing, but they're
doing a remarkable job across the enterprise. You'll continue to see us do software-based networking, the additional efforts to do white-label boxes
and use software as a cost controller, both in the CapEx and the operating expense side.
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We're on a good path. We're not done. We have more to go. But I will tell you, if you look at the business wireline over the last 3 or 4 years and you
look at the margins there, when they've had the challenges of the legacy voice and legacy data that's gone on and you see how they've held those
margins, there's proof that this works, and it proved that it works in our place. They've been doing it, and IT and network teams is doing, and they'll
continue to do it. So that's kind of a speed dial review of it, but there is a lot going on and a lot more to do and a lot more opportunity, but we're
making real progress.

Bryan D. Kraft - Deutsche Bank AG, Research Division - Senior Analyst

Okay, great. And before we get to any audience questions, can you talk about AT&T's capital allocation priorities? Are you thinking about leveraging
any differently? And how committed is AT&T to the dividend?

John Joseph Stephens - AT&T Inc. - Senior Executive VP & CFO

Yes. So a couple of things. One, we're going to continue to invest. As we've told you this year, $21 billion range for CapEx. We're going to keep the
machine healthy, good product offerings, good quality offerings to our customers. That's good for the business, good for our customers, good for
our shareholders.

And two, we're committed to the dividend. With $26 billion of free cash flow after CapEx, there's plenty of money to pay out the dividend and a
very reasonable payout ratio.

Third, that would leave us, in our estimates using some of last year's numbers, about $11 billion of cash flow in excess of dividends. And that's
going to go to pay down debt, and that's going to go to continue to reduce the debt level, just like we did, just like we took it down by $30 billion.
Between the closing of Time Warner and the end of last year, we proved that we could do that and we did.

Now with the recent spectrum activity, we're going to have to do that again, but we certainly feel very good about the ability to do that. Not giving
out any specific debt metric guidance today, but I am very openly stating that I see a path to $20 billion of free cash flow after dividends, proceeds
from DIRECTV, proceeds from Crunchyroll sale and some real estate transactions and so forth, and we'd have $20 billion of excess free cash flow
to commit to paying down debt during this year.

Bryan D. Kraft - Deutsche Bank AG, Research Division - Senior Analyst

Okay. And so that's a good segue actually to our audience questions because the first one is how surprised were you that S&P put your ratings on
outlook negative? And how committed are you to keeping the BBB rating?

John Joseph Stephens - AT&T Inc. - Senior Executive VP & CFO

We are committed to keeping a BBB rating. We weren't surprised that they -- that S&P took those steps. We were in regular conversations with
them. We respect the fact that they have to do their -- they have responsibilities. We don't -- I disagree with them. I think we're strong. I think the
-- as I pointed out, when I took this job, our 30-year debt was trading at a 6% yield. Today, it's trading close to 4%. Our 10-year was trading at a 4%
yield. Today, it's closer to 2.25%.

Bondholders. It's a different marketplace, I'm well aware of, but bondholders and the demand for our bonds is certainly out there. So I may disagree,
but I respect what they're doing. And quite frankly, our -- as I've mentioned, the $20 billion of excess cash that we have the opportunity to generate
this year being committed to pay down debt is clearly a statement of respect that the company has towards the rating agencies and trying to meet
what we think is the right challenge, and that is to pay down some -- pay down debt and use the excess cash to do that.
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Bryan D. Kraft - Deutsche Bank AG, Research Division - Senior Analyst

Okay. Next audience question. What is the plan for Vrio?

John Joseph Stephens - AT&T Inc. - Senior Executive VP & CFO

We're going to continue to operate. It's a tough environment down there, not only because of COVID, but some of the political and economic
challenges. But the team continues to work very hard. No other announcements for that. We are offering a direct-to-consumer product and
over-the-top product. We'll expect them to coordinate with the HBO Max launch in the Latin American countries. The team is working extremely
hard and continuing to generate free cash flow in local currencies. So it's pretty remarkable that even in these challenging times, it continues to
generate free cash flow in those local currencies. But I've got no other announcements at this time. We just -- we hope and pray that the success
that some countries are seeing with the vaccines and getting past COVID gets into that territory, particularly in Brazil these days, as quickly as
possible.

Bryan D. Kraft - Deutsche Bank AG, Research Division - Senior Analyst

Okay. Next audience question, what percent of the U-verse broadband base got moved into new DIRECTV?

John Joseph Stephens - AT&T Inc. - Senior Executive VP & CFO

Let me say it this way. When we think about the DIRECTV transaction, I want to make sure they're -- if you look at the amount of depreciation we
would have had in the fourth quarter for the video business and those disclosures that we made, there is some piece of that is the depreciation on
the U-verse plant, on the U-verse fiber, on the U-verse backhaul or some of the equipment, the head-end equipment and distribution equipment.
All of those assets are staying. Those are all staying with AT&T, and we're going to continue to provide that service to the new DIRECTV. So those,
if you will, wireline assets are going to stay with us. They're not going to go and none of the broadband customers are going to go over to the new
DIRECTV, just the video piece of it.

Secondly, one thing I want to point out, too, is our customers won't see anything different. We're going to continue to serve them, build in the
same way. We have transition services arrangements and bundling arrangements or opportunities to go between us and the new DIRECTV, so we
make this as seamless an experience as possible for our customers. That's certainly our goal. And that is, quite frankly, that's TPG's goal, too. They've
been very collaborative on those discussions.

Bryan D. Kraft - Deutsche Bank AG, Research Division - Senior Analyst

Okay. And we have time for one more; so our final question will be any concerns about wireless space being so heavy with Apple? Does that limit
your flexibility?

John Joseph Stephens - AT&T Inc. - Senior Executive VP & CFO

No. I think it's just great to have a good partner and a quality product. And you're right, we do have a significant number with Apple. But remember,
we've got 200 million total mobility connections. So we've got a lot with a lot of people. And we've got good relationships, I believe, with virtually
all of the handset providers and equipment providers. So it served us well. And when you got a great network, the -- all the handset and data device
manufacturers want to have their equipment, have their products in consumers' hands that are on your network because they get a great experience,
and it only makes their products look better.

So no, we have been through -- we have been out of the exclusivity for a number of years now, so we feel really good about what's happening.
And the best thing I could tell you is if you look at the fourth quarter churn, when there was a new device and there was people talking about a
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chance for people to change, and I think we had probably our best or nearly our best fourth -- nearly our best quarterly postpaid phone churn
we've ever had, not quite our best, but nearly the best, I think it was the best fourth quarter we've ever had. So quite frankly, it seems like our
customers are comfortable with us, and I know the great network that we provide is something that all handset providers want to operate on.

Bryan D. Kraft - Deutsche Bank AG, Research Division - Senior Analyst

Okay, great. Well, we're out of time. So John, I want to thank you again. It's probably your final investor conference appearance, aside from your
Analyst Day later this week. So thanks again, and wish you all the best.

John Joseph Stephens - AT&T Inc. - Senior Executive VP & CFO

Thank you all very much. Take care and be safe. And one last time, if you're out there driving, no texting. It can wait. Thank you.

Bryan D. Kraft - Deutsche Bank AG, Research Division - Senior Analyst

Bye.
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