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APPROXIMATE DATE OF COMMENCEMENT OF PROPOSED SALE TO PUBLIC: As soon as
practicable after this registration statement becomes effective and the other
conditions to the commencement of the exchange offer described herein have been
satisfied or waived.

If any of the securities being registered on this Form are being offered in
connection with the formation of a holding company and there is compliance with
General Instruction G, check the following box. [ 1]

If this Form is filed to register additional securities for an offering
pursuant to Rule 462 (b) under the Securities Act, check the following box and
list the Securities Act registration statement number of the earlier effective
registration statement for the same offering. [ 1]

If this Form is a post-effective amendment filed pursuant to Rule 462 (d)
under the Securities Act, check the following box and list the Securities Act
registration statement number of the earlier effective registration statement
for the same offering. [ ]

PROPOSED PROPOSED AGGR
TITLE OF EACH CLASS AMOUNT TO MAXIMUM OFFERING MAXIMUM
OF SECURITIES TO BE REGISTERED BE REGISTERED PRICE PER SHARE (1) OFFERING PRIC
AT&T Wireless Group tracking stock, par
value $1.00 per share........ccuvenn.. 503,018,108 $19.88 $10,000,000,

(1) Estimated solely for the purpose of calculating the registration fee
pursuant to Rule 457 (f) under the Securities Act of 1933, based on the
closing trading price of AT&T Wireless Group tracking stock on April 17,
2001.

(2) This amount has previously been paid.

THE REGISTRANT HEREBY AMENDS THIS REGISTRATION STATEMENT ON SUCH DATE OR
DATES AS MAY BE NECESSARY TO DELAY ITS EFFECTIVE DATE UNTIL THE REGISTRANT SHALL
FILE A FURTHER AMENDMENT THAT SPECIFICALLY STATES THAT THIS REGISTRATION
STATEMENT SHALL THEREAFTER BECOME EFFECTIVE IN ACCORDANCE WITH SECTION 8 (a) OF
THE SECURITIES ACT OF 1933 OR UNTIL THE REGISTRATION STATEMENT SHALL BECOME
EFFECTIVE ON SUCH DATE AS THE COMMISSION, ACTING PURSUANT TO SAID SECTION 8 (a),
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MAY DETERMINE.

The information in this document is not complete and may be changed. We
may not sell these shares until the registration statement filed with
the Securities and Exchange Commission is effective. This document is
not an offer to sell these securities and it is not soliciting an offer
to buy these securities in any state where the offer or sale is not
permitted.

PRELIMINARY OFFERING CIRCULAR/PROSPECTUS SUBJECT TO COMPLETION DATED APRIL 19,
2001

[AT&T LOGO]
OFFER TO EXCHANGE
1.176 SHARES OF AT&T WIRELESS GROUP TRACKING STOCK
FOR EACH SHARE OF AT&T COMMON STOCK

THIS EXCHANGE OFFER AND WITHDRAWAL RIGHTS WILL EXPIRE AT 5:00 P.M., NEW YORK
CITY TIME, ON FRIDAY, MAY 25, 2001 UNLESS THIS EXCHANGE OFFER IS EXTENDED.

AT&T will issue 1.176 shares of AT&T Wireless Group tracking stock in
exchange for each share of AT&T common stock that is validly tendered and
accepted by AT&T in this exchange offer. AT&T will accept up to an aggregate of
427,736,486 shares of AT&T common stock and will issue up to an aggregate of
503,018,108 shares of AT&T Wireless Group tracking stock in this exchange offer.
If more than 427,736,486 shares of AT&T common stock are validly tendered, AT&T
will accept shares of AT&T common stock for exchange on a pro rata basis as
described in this document.

AT&T Wireless Group tracking stock is a class of common stock of AT&T. AT&T
Wireless Group tracking stock is intended to reflect the financial performance
and economic value of AT&T's wireless services businesses. AT&T Wireless Group
tracking stock is listed on the New York Stock Exchange under the symbol "AWE".

All persons holding AT&T common stock, which is listed on the New York
Stock Exchange under the symbol "T", are eligible to participate in this
exchange offer if they tender their shares in a jurisdiction where this exchange
offer is permitted under local law. However, there are a number of conditions to
this exchange offer. In the event that any one of these conditions is not
satisfied, and we decide not to waive the satisfaction of that condition, we are
under no obligation to complete this exchange offer.

INVESTING IN AT&T WIRELESS GROUP TRACKING STOCK, OR RETAINING AT&T COMMON
STOCK, INVOLVES RISKS. SEE "RISK FACTORS" BEGINNING ON PAGE 20.

Neither the Securities and Exchange Commission nor any state securities
commission has approved or disapproved of these securities or determined if this
document is truthful or complete. Any representation to the contrary is a
criminal offense.

AT&T has retained the services of Georgeson Shareholder Communications,
Inc. as information agent to assist you in connection with this exchange offer.
AT&T has also retained Credit Suisse First Boston as dealer manager and Lehman
Brothers as marketing manager. You may call Georgeson Shareholder Communications
at (800) 603-1913 (toll free) in the United States or at (888) 660-6629 (toll
free) elsewhere, Credit Suisse First Boston at (877) 355-7046 (toll free) or
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Lehman Brothers, acting in conjunction with Fidelity Brokerage Services, LLC, at
(800) 544-6666 (toll free) to request additional documents and to ask any
questions.

OFFERING CIRCULAR/PROSPECTUS DATED APRIL , 2001
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This document incorporates by reference important business, financial and
other information about both AT&T and AT&T Wireless Group that is not included
in or delivered with this document. See "Where You Can Find More Information"
for a list of the documents that AT&T has incorporated by reference into this
document .

Documents incorporated by reference are available from AT&T without charge,
excluding all exhibits unless specifically incorporated by reference as exhibits
in this document. You may obtain some of the documents incorporated by reference
into this document at AT&T's website, www.att.com. You should be aware that the
information contained on AT&T's website is not a part of this document. Written
and telephone requests for any of these documents should be directed to us at
the following address:

AT&T Corp.
32 Avenue of the Americas
New York, New York 10013-2412
Tel: (212) 387-5400
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Attn: Corporate Secretary's Department

If you would like to request copies of any of these documents, please do so
by May 18, 2001 to assure that you receive them before the expiration of this
exchange offer. In the event that AT&T extends the exchange offer period, you
must submit your request no later than five business days before the expiration
date of this exchange offer, as extended by AT&T.

QUESTIONS AND ANSWERS ABOUT THIS EXCHANGE OFFER

The following questions and answers, and the summary of this exchange offer
that follows, highlight selected information from this document and may not
contain all of the information that is important to you. To better understand
this exchange offer you should read this entire document, the accompanying
letter of transmittal and instructions to the letter of transmittal carefully.

Q. HOW MANY SHARES OF AT&T WIRELESS GROUP TRACKING STOCK WILL I RECEIVE FOR EACH
SHARE OF AT&T COMMON STOCK THAT I TENDER IN THIS EXCHANGE OFFER?

A. You will receive 1.176 shares of AT&T Wireless Group tracking stock for each
share of AT&T common stock that you validly tender in this exchange offer
that is accepted by AT&T. We sometimes refer to this number in this document
as the "exchange ratio." If more than 427,736,486 shares of AT&T common stock
are validly tendered in this exchange offer, we will accept those shares for
exchange on a pro rata basis, as described below.

Q. DOES THIS EXCHANGE OFFER INVOLVE A PREMIUM TO THE VALUE I COULD RECEIVE IF I
SOLD MY SHARES OF AT&T COMMON STOCK IN THE MARKET?

A. Based on the closing trading prices for shares of AT&T common stock and AT&T
Wireless Group tracking stock on April 17, 2001, the exchange ratio would
result in your receiving shares of AT&T Wireless Group tracking stock with a
market value of approximately 107% of the market value of the shares of AT&T
common stock tendered. However, the relative trading prices for AT&T Wireless
Group tracking stock and AT&T common stock will fluctuate over the course of
this exchange offer and any premium or discount that you might receive as a
tendering shareholder will depend on the prices of shares of AT&T common
stock and AT&T Wireless Group tracking stock at the time of the completion of
this exchange offer.

Q. IS THIS EXCHANGE OFFER SUBJECT TO PRORATION IF TOO MANY SHARES OF AT&T COMMON
STOCK ARE TENDERED?

A. Yes. If more than 427,736,486 shares of AT&T common stock are tendered in
this exchange offer, all shares of AT&T common stock that are wvalidly
tendered will be accepted for exchange on a pro rata basis. However, tenders
by persons who own odd-lots, or fewer than 100 shares of AT&T common stock as
of April 17, 2001, and who tender all of the shares they own will not be
subject to proration and those shares of AT&T common stock will be accepted
in full. Shares of AT&T common stock you own in an AT&T savings plan are not
eligible for the preferential treatment that odd-lot holders will receive.

Q. WHEN DOES THIS EXCHANGE OFFER EXPIRE?

A. If you wish to participate in this exchange offer, you must tender your
shares of AT&T common stock so that the exchange agent receives them before
5:00 p.m., New York City time, on Friday, May 25, 2001, unless AT&T extends
this exchange offer. We sometimes refer to this date and time, as we may
extend it, as the "expiration date."
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Q. ARE THERE ANY CONDITIONS TO AT&T'S OBLIGATION TO COMPLETE THIS EXCHANGE
OFFER?

A. Yes. We do not have to complete this exchange offer unless all of the
conditions outlined on pages 55 to 57 are satisfied. In particular, there is
a condition that at least 22,883,296 shares of AT&T common stock must be
tendered into this exchange offer. We sometimes refer to this condition in
this document as the "minimum condition." AT&T may at any time waive any or
all of the conditions to this exchange offer.

Q. WILL AT&T PAY DIVIDENDS ON AT&T WIRELESS GROUP TRACKING STOCK?

A. We currently do not expect to pay dividends on AT&T Wireless Group tracking
stock in the foreseeable future.

Q. WHAT HAPPENS IF AT&T DECLARES A QUARTERLY DIVIDEND ON AT&T COMMON STOCK
DURING THIS EXCHANGE OFFER AND I PREVIOUSLY HAVE TENDERED MY SHARES OF AT&T
COMMON STOCK?

A. If a dividend is declared with a record date before the completion of this
exchange offer, you will be entitled to that dividend even if you previously
have tendered your shares of AT&T common stock. Tendering your shares of AT&T
common stock in this exchange offer is not a sale or transfer of those shares
until we accept them for exchange upon completion of this exchange offer.
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Q. HOW CAN I GET MORE INFORMATION ABOUT THIS EXCHANGE OFFER?

A. You may call the information agent, Georgeson Shareholder Communications, to
ask any questions or to request additional documents at (800) 603-1913 (toll
free) in the United States or at (888) 660-6629 (toll free) elsewhere. You
also may obtain free copies of other documents publicly filed by AT&T at the
Securities and Exchange Commission's website at www.sec.gov or at AT&T's
website at www.att.com. You should be aware that the information contained on
AT&T's website is not part of this document. For more information, see "Where
You Can Find More Information".

SUMMARY
WHAT IS THIS EXCHANGE OFFER?

In this exchange offer, we are giving you the opportunity to tender some or
all of your shares of AT&T common stock in exchange for shares of AT&T Wireless
Group tracking stock.

WHAT IS TRACKING STOCK?

A tracking stock is a separate class or series of a company's common stock
that is intended to reflect the financial performance and economic value of a
group of assets or a specific business unit, division or subsidiary of that
company. Holders of a tracking stock are common shareholders of the company
issuing the tracking stock and have no direct financial interest in the assets,
subsidiary or business whose performance the tracking stock is intended to
reflect.

AT&T WIRELESS GROUP TRACKING STOCK

AT&T Wireless Group tracking stock is a class of common stock of AT&T. AT&T
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Wireless Group tracking stock is intended to reflect the financial performance
and economic value of AT&T Wireless Group, rather than the financial performance
and economic value of AT&T as a whole. However, there may not always be a
linkage between the market value of AT&T Wireless Group tracking stock and the
financial performance and economic value of AT&T Wireless Group. The market
value of AT&T Wireless Group tracking stock may be adversely affected not only
by factors that adversely affect AT&T Wireless Group, but also by factors that
adversely affect AT&T generally.

AT&T Wireless Group includes:
— all of AT&T's mobile and fixed wireless licenses,

— all of AT&T's wireless networks, operations, sites on which cellular
transmitters are located, wireless customer care facilities and customer
location assets, and

— AT&T's interests in partnerships and affiliates providing wireless mobile
communications in the United States and internationally.

AT&T Wireless Group does not include:

- AT&T's existing and future wireless activities that stem from
country-specific joint venture relationships that predominantly are
non-wireless, and

— incidental wireless capabilities of AT&T or links in any backbone or
other communications network of AT&T that predominately are non-wireless.

In this document, we use the term AT&T Wireless Group to refer to the
businesses, assets and liabilities of AT&T whose financial performance and
economic value we intend to reflect in AT&T Wireless Group tracking stock. We
also refer to AT&T Wireless Group as though it conducts those businesses. We do
this solely for ease of reference. In reading this document, you should keep in
mind that AT&T Wireless Group is a defined set of businesses, assets and
liabilities of AT&T and its subsidiaries, including AT&T Wireless Services, Inc.
AT&T Wireless Group is not, and does not conduct those businesses as, a separate
legal entity.

Following this exchange offer, we plan to split-off the businesses, assets
and liabilities included in AT&T Wireless Group as an independent company. We
plan to do this in two steps. First, we plan to distribute some of our shares of
our subsidiary, AT&T Wireless Services, which owns substantially all of these
businesses, assets and liabilities, in exchange for all of the outstanding
shares of AT&T Wireless Group tracking stock. Second, we plan to distribute most
of the remaining shares of AT&T Wireless Services as a dividend to holders of
AT&T common stock. AT&T has announced that it intends to retain up to $3 billion
of shares of AT&T Wireless Services for its own account for sale, exchange or
monetization within six months of the split-off. As we describe below, this
split-off of AT&T Wireless Services and the retention of these shares are
subject to our receipt of an IRS ruling and other conditions.

3

AT&T COMMON STOCK

AT&T common stock is also a class of common stock of AT&T. AT&T common
stock is intended to reflect the financial performance and economic value of
AT&T's businesses, assets and liabilities whose financial performance and
economic value we do not intend to reflect in our two outstanding classes of
tracking stock. AT&T currently has tracking stocks intended to reflect Liberty
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Media Group and AT&T Wireless Group. In this document, we refer to these other
businesses, assets and liabilities of AT&T as AT&T Common Stock Group.

The principal businesses, assets and liabilities of AT&T Common Stock Group
include AT&T's business communications services and consumer communications
services businesses and AT&T's broadband business. However, in addition to
reflecting the financial performance and economic value of these AT&T
businesses, assets and liabilities, AT&T common stock currently is intended to
reflect approximately 69.7% of the financial performance and economic value of
AT&T Wireless Group, as explained in the following paragraphs.

Before this exchange offer, only approximately 14.3% of the financial
performance and economic value of AT&T Wireless Group is intended to be
reflected by outstanding shares of AT&T Wireless Group tracking stock. In
addition, approximately 16% of the financial performance and economic value of
AT&T Wireless Group is intended to be reflected by securities recently issued to
NTT DoCoMo, Inc., a Japanese wireless communications company. DoCoMo also
received warrants to purchase securities intended to reflect approximately 1.6%
of the financial performance and economic value of AT&T Wireless Group.

The remaining portion of the financial performance and economic value of
AT&T Wireless Group, approximately 69.7%, or approximately 68.6% assuming
exercise of the DoCoMo warrants, is reserved for the benefit of AT&T Common
Stock Group and is intended to be reflected in AT&T common stock. If this
exchange offer is fully subscribed, these percentages will decrease to
approximately 49.9%, or approximately 49.1%, assuming exercise of the DoCoMo
warrants. We refer to the percentage of the financial performance and economic
value of AT&T Wireless Group not intended to be reflected in outstanding shares
of AT&T Wireless Group tracking stock or by the securities issued to DoCoMo as
AT&T Common Stock Group's retained portion of the value of AT&T Wireless Group.

As of December 31, 2000, the assets included in AT&T Wireless Group as a
whole represented approximately 14.6% of AT&T's total assets, and those assets
generated approximately 15.8% of AT&T's total revenue for the year ended
December 31, 2000.

THIS EXCHANGE OFFER AND ITS CONSEQUENCES TO YOU

Subject to the satisfaction of the conditions to this exchange offer, we
will issue 1.176 shares of AT&T Wireless Group tracking stock for each share of
AT&T common stock that is validly tendered and accepted by us. We will accept up
to a maximum of 427,736,486 shares of AT&T common stock and will issue up to a
maximum of 503,018,108 shares of AT&T Wireless Group tracking stock in this
exchange offer.

YOU SHOULD BE AWARE THAT NONE OF AT&T, AT&T WIRELESS SERVICES, THE EXCHANGE
AGENT, THE INFORMATION AGENT, THE DEALER MANAGER OR THE MARKETING MANAGER, OR
ANY OF THEIR OFFICERS OR DIRECTORS, MAKES ANY RECOMMENDATION AS TO WHETHER YOU
SHOULD TENDER YOUR SHARES OF AT&T COMMON STOCK IN THIS EXCHANGE OFFER.

You should also be aware that regardless of whether you participate in this
exchange offer, this exchange offer will have consequences to you as a holder of
AT&T common stock. AT&T's restructuring plan, including the split-off of AT&T
Wireless Services, will also have consequences to you as a holder of AT&T common
stock. The consequences differ depending on whether, and to what extent, you
participate in this exchange offer.

To the extent you tender shares of AT&T common stock in exchange for shares
of AT&T Wireless Group tracking stock, then following completion of this

exchange offer:

- you will have shares of AT&T Wireless Group tracking stock intended to
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reflect the financial performance and economic value of AT&T Wireless
Group,

— you will no longer have shares intended to reflect the financial
performance and economic value of AT&T's other communications and
broadband businesses,

- 1f we complete the split-off in the manner we contemplate, you will
receive shares of AT&T Wireless Services common stock in exchange for
your shares of AT&T Wireless Group tracking stock. This means that you
will no longer be a shareholder of AT&T, but instead will be a
shareholder of AT&T Wireless Services, a completely separate legal entity
whose business is focused on wireless communications services, and

— you will not be eligible to participate in the rest of AT&T's
restructuring plan, and you will not receive securities relating to
AT&T's other business units.

To the extent you do not tender shares of AT&T common stock in exchange for
shares of AT&T Wireless Group tracking stock and do not sell those shares, then
following completion of this exchange offer:

— you will have shares intended to reflect the financial performance and
economic value of AT&T Common Stock Group. These shares are intended to
reflect the value of the AT&T Wireless Group only to the extent of AT&T
Common Stock Group's retained portion of the value of AT&T Wireless
Group,

— the portion of the value of AT&T Wireless Group that is retained by AT&T
Common Stock Group and that is intended to be reflected in each of your
shares of AT&T common stock will decrease,

- 1f we complete the split-off of AT&T Wireless Services in the manner we
contemplate, you will receive some shares of AT&T Wireless Services
without being required to surrender any of your shares of AT&T common
stock. However, you will not receive as many shares of AT&T Wireless
Services common stock as you would have received if you had tendered your
shares of AT&T common stock in this exchange offer, and

- you will be eligible to participate in the rest of AT&T's restructuring
plan, and, if we complete the restructuring plan, you may receive other
securities relating to AT&T's other business units issued to holders of
AT&T common stock in AT&T's restructuring plan.

You should consider these consequences in making your decision as to
whether to tender shares of AT&T common stock in this exchange offer. The
securities you would own if you tendered your shares of AT&T common stock in
this exchange offer may be worth more or less at any point in the future than
the securities you would own if you did not tender your shares of AT&T common
stock in this exchange offer.

SPLIT-OFF OF AT&T WIRELESS SERVICES

AT&T Wireless Group is a part of AT&T. However, in connection with AT&T's
restructuring plan, following completion of this exchange offer and subject to
specified conditions, AT&T intends to split-off AT&T Wireless Group from AT&T.
We will do this by moving into AT&T Wireless Services substantially all of the
businesses, assets and liabilities of AT&T Wireless Group not already held by
AT&T Wireless Services, and then issuing most of the remaining shares of AT&T
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Wireless Services (1) in exchange for AT&T Wireless Group tracking stock and (2)
as a dividend to holders of AT&T common stock. The conditions to the split-off
include the receipt of a favorable ruling on the split-off from the IRS and
satisfaction of conditions contained in AT&T's credit agreement, including the
repayment of AT&T Wireless Group's intercompany obligations to AT&T. AT&T has
announced its intention to retain up to $3 billion of the shares of AT&T
Wireless Services for its own account for sale, exchange or monetization within
six months of the split-off, subject to receipt of a satisfactory IRS ruling.
Based on the $19.88 closing trading price of AT&T Wireless Group tracking stock
on April 17, 2001, this $3 billion of retained shares would represent
approximately 6% of AT&T Wireless Services' outstanding common stock after the
split-off. AT&T does not plan to seek any vote of holders of AT&T common stock
or AT&T Wireless Group tracking stock for the split-off of AT&T Wireless
Services from AT&T.

THE OTHER PIECES OF AT&T'S RESTRUCTURING PLAN

In addition to the split-off of AT&T Wireless Services, we intend to fully
separate, or issue separate tracking stocks intended to reflect the financial
performance and economic value of, each of AT&T's other major units. We also
plan to distribute all the common stock we hold in Liberty Media Corporation in
exchange for all the outstanding shares of Liberty Media Group tracking stock.

We expect the separations of AT&T Wireless Services and Liberty Media
Corporation to occur around the middle of this year. Later in the year, we plan
to create and issue new tracking stocks intended to reflect the financial
performance and economic value of our AT&T Broadband unit and our AT&T Consumer
Services unit. Within about a year after the issuance of these new tracking
stocks, we expect to separate AT&T Broadband fully from the rest of AT&T. Upon
that separation, the AT&T Business Services unit and the separately tracked AT&T
Consumer Services unit would constitute one publicly traded company, and AT&T
Broadband would constitute a separate publicly traded company. In addition, AT&T
and British Telecommunications plc (BT) are currently engaged in discussions
that could lead to a variety of strategic alternatives to their Concert joint
venture, including transactions that could require a shareholder vote. The
various elements of the plan are not conditioned on the successful completion of
all elements of the plan.

If you tender and exchange all your shares of AT&T common stock for shares
of AT&T Wireless Group tracking stock, you will only be able to participate in
the first step, the planned distribution of common stock of AT&T Wireless
Services in exchange for AT&T Wireless Group tracking stock. If you continue to
hold some or all of your shares of AT&T common stock, you would be eligible to
participate in all of the restructuring steps, except for the distribution of
Liberty Media Corporation, which will be made only to holders of Liberty Media
Group tracking stock.

We plan to hold a special shareholder meeting to vote on the establishment
of the AT&T Broadband and AT&T Consumer Services tracking stocks, and to obtain
other votes, if necessary or deemed desirable, for other transactions.

The full separation of AT&T Wireless Services and of Liberty Media
Corporation, the first of our planned steps, are more certain as to timing and
completion than the remaining steps. All of these steps, however, are subject to
conditions, including IRS rulings, and other uncertainties. If we fail to
satisfy any conditions, if we encounter unfavorable or different financial,
industry or economic conditions or if other unforeseen events intervene, or if
discussions with BT result in a transaction (although we cannot assure you that
any transaction with BT will occur), some or all of our currently planned steps

10
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could occur on a different timetable or on different terms than we currently
contemplate, or might not occur at all.

AT&T

AT&T is among the world's communications leaders, providing voice, data and
video communications to large and small businesses, consumers and government
entities. AT&T and its subsidiaries furnish domestic and international long
distance, regional, local and wireless communications services, cable television
and Internet communications services. AT&T also provides billing, directory
assistance, and calling card services to support its communications business.

AT&T's primary lines of business are business communications services,
consumer communications services, broadband services and wireless services. In
addition, AT&T's other lines of business include network management and
professional services through AT&T Solutions and international operations and
ventures.

As described above, AT&T has announced plans to restructure itself into a
number of separate companies or separately tracked business units.

The principal executive offices of AT&T are located at 32 Avenue of the
Americas, New York, New York 10013-2412. The phone number is (212) 387-5400.
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AT&T WIRELESS GROUP

AT&T Wireless Group is one of the largest wireless communications service
providers in the United States. AT&T Wireless Group seeks to provide high
quality, innovative wireless services and to expand its customer base and
revenue stream by attracting subscribers who are heavy users of wireless
communications services. As of, or for the year ended, December 31, 2000, AT&T
Wireless Group had:

- 15.2 million consolidated subscribers,
- $10.4 billion of combined revenues, and

- $1.6 billion of combined operational earnings before interest and taxes,
excluding other income, plus depreciation and amortization.

AT&T Wireless Group operates one of the largest U.S. digital wireless
networks. As of December 31, 2000, AT&T Wireless Group and its affiliates and
partners held 850 megahertz and 1900 megahertz licenses to provide wireless
services covering 98% of the U.S. population. As of December 31, 2000,
approximately 77% of the U.S. population was covered by at least 30 megahertz of
wireless spectrum owned by AT&T Wireless Group, its affiliates or its partners.
At the end of 2000, AT&T Wireless Group's networks and those of its affiliates
and partners operated in markets including over 76% of the U.S. population and
in 49 of the 50 largest U.S. metropolitan areas. AT&T Wireless Group supplements
its operations with roaming agreements that allow its subscribers to use other
providers' wireless services in regions where AT&T Wireless Group does not have
operations. With these roaming agreements, AT&T Wireless Group is able to offer
customers wireless services covering over 95% of the U.S. population. AT&T
Wireless Group plans to continue to increase its coverage and the quality of its
services by expanding its footprint and the capacity of its network through new
network construction, acquisitions, and partnerships with other wireless
providers.

The principal executive offices of AT&T Wireless Group are located at 7277

11
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164th Avenue NE, Building 1, Redmond, Washington 98052. The telephone number is
(425) 580-6000.

RECENT DEVELOPMENTS

On April 17, 2001, At Home Corporation (Excite@Home) issued a press release
announcing that, due to recent acceleration in the weakness of the market for
online advertising and marketing services, it expects to report significantly
lower revenues, greater operating losses and more rapid use of cash than
previously forecasted for the balance of 2001. As a result, an impairment charge
associated with their media business will be recorded in the first quarter
results of Excite@Home. Since AT&T owns approximately 23% of the outstanding
shares of capital stock of Excite@Home, AT&T will record an impairment charge in
its first quarter results, in the range of $740 million to $780 million, which
will have a net income impact, after minority elimination, in the range of $280
million to $320 million. After giving effect to the charge, AT&T's carrying
value of Excite@Home will be in the range of approximately $450 million to $490
million.

In light of the weaker financial outlook, Excite@Home announced it is
taking several immediate measures to conserve cash and raise additional funds.
These measures include adopting a revised operating plan with lower expenses and
the execution of a non-binding Letter of Agreement with AT&T under which AT&T
may provide Excite@Home with $75 million to $85 million in connection with the
restructuring of the backbone fiber agreement between the companies and with a
joint initiative to maintain and improve current network performance levels. In
addition, Excite@Home said it may negotiate additional debt and/or equity
financing from third parties, and continue efforts to focus its resources around
its broadband franchise through the potential sale or restructuring of its media
operations not directly supporting the broadband strategy. If Excite@Home does
not achieve its targeted expense reductions or other stated initiatives and
raise at least $75 million to $80 million by June 30, 2001, there would be a
material adverse impact on their operations and liquidity.

11
TERMS OF THIS EXCHANGE OFFER

TERMS OF THIS EXCHANGE

OFFER. « vt ittt i i i ieeeeeenn We are offering to exchange 1.176 shares of
AT&T Wireless Group tracking stock for each
share of AT&T common stock that you validly
tender and that we accept in this exchange
offer, up to an aggregate maximum of
427,736,486 shares of AT&T common stock. This
is a voluntary exchange offer, which means that
you may tender all, some or none of your shares
of AT&T common stock in this exchange offer.

We will exchange, at the exchange ratio, all
shares of AT&T common stock that you validly
tender and do not withdraw and that we accept,
on the terms and subject to the conditions of
this exchange offer, including the proration
provisions. We promptly will return in

12
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EXPIRATION DATE; EXTENSION;

TERMINATION.......

PRORATION; ODD-LOTS.

WITHDRAWAL RIGHTS...

CONDITIONS FOR COMPLETION OF
THIS EXCHANGE OFFER.........

12

PROCEDURES FOR TENDERING

SHARES

REGISTERED HOLDERS

uncertificated form any shares of AT&T common
stock that we do not accept for exchange
following the expiration date and determination
of the final proration factor.

This exchange offer and withdrawal rights will
expire at 5:00 p.m., New York City time, on
Friday, May 25, 2001, unless we extend this
exchange offer. You must validly tender your
shares of AT&T common stock so that the
exchange agent receives them before the
expiration date if you wish to participate in
this exchange offer. We also may terminate this
exchange offer in the circumstances described
in "This Exchange Offer —-- Conditions for
Completion of this Exchange Offer."

If more than 427,736,486 shares of AT&T common
stock are tendered and not withdrawn, we will
accept all shares validly tendered on a pro
rata basis.

If you hold fewer than 100 shares of AT&T
common stock as of April 17, 2001 and tender
all of your shares of AT&T common stock for
exchange, we will accept all of your shares of
AT&T common stock for exchange without
proration if we complete this exchange offer.
Shares of AT&T common stock you own through an
AT&T savings plan are not eligible for this
preferential treatment.

You may withdraw tenders of your shares of AT&T
common stock at any time before the expiration
date. If you change your mind before the
expiration date, you may retender your shares
of AT&T common stock by following the tender
procedures again and retendering before the
expiration date.

This exchange offer is subject to various
conditions that must be satisfied in order for
us to be obligated to complete this exchange
offer, including the condition that at least
22,883,296 shares of AT&T common stock be
tendered into this exchange offer. We may, at
any time, waive any or all of the conditions to
this exchange offer.

If you hold AT&T common stock certificates, you
must complete and sign the letter of
transmittal designating the number of shares of
AT&T common stock you wish to tender in this
exchange offer. Send the letter of transmittal,

13
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SHARES HELD THROUGH A

BROKER...........

UNCERTIFICATED SHARES.......

SHARES HELD IN AT&T SAVINGS

GUARANTEED DELIVERY.........

COMPARATIVE PER SHARE MARKET

PRICE INFORMATION

together with your AT&T common stock
certificates and any other required documents,
by one of the mailing methods described in the
letter of transmittal, so that it is received
by the exchange agent at the applicable address
set forth on the back cover of this document
before the expiration date.

If you hold shares of AT&T common stock through
a broker, you should receive instructions from
your broker on how to participate in this
exchange offer. Please contact your broker
directly if you have not yet received
instructions. Some financial institutions also
may effect tenders by transferring shares
electronically through The Depository Trust
Company.

If you hold shares of AT&T common stock without
certificates through our direct registration
system, or through AT&T's dividend reinvestment
and stock purchase plan, you should send the
executed letter of transmittal indicating the
number of shares to be tendered to the exchange
agent by one of the mailing methods described
in the letter of transmittal, so that it is
received by the exchange agent at the
applicable address set forth on the back cover
of this document before the expiration date.

If you hold shares of AT&T common stock through
an AT&T savings plan, you will receive separate
instructions from the savings plan trustees or

administrator of the savings plan regarding how
to tender those shares. You should follow those
instructions, and you should not use the letter
of transmittal to tender those shares.

If you hold AT&T common stock certificates or
if you hold shares of AT&T common stock through
a broker, you also may comply with the
procedures for guaranteed delivery.

Shares of AT&T common stock and AT&T Wireless
Group tracking stock currently are listed on
the NYSE. AT&T common stock is listed under the
symbol "T" and AT&T Wireless Group tracking
stock is listed under the symbol "AWE".

On October 24, 2000, the last trading day
before the public announcement of AT&T's
intention to commence this exchange offer, the
per share closing trading prices of AT&T common
stock and AT&T Wireless Group tracking stock
were:

AT&T common stock.........ccuiiiiieeenonnn.

$26 7/8

14
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U.S. FEDERAL INCOME TAX

CONSEQUENCES. .

FRACTIONAL SHARES.............

EXCHANGE AGENT..

INFORMATION AGENT.............

NO RECOMMENDATION.............

LEGAL LIMITATION

AT&T Wireless Group tracking stock.....

Throughout this document, we refer to the
closing price reported on the NYSE composite
tape on any given day as the "closing trading
price" for that day.

On April 17, 2001, the last trading day before
the announcement of the exchange ratio, the per
share closing trading price of AT&T common
stock and AT&T Wireless Group tracking stock
were:

AT&T common stock........vvvvnne.o.. $21.85

AT&T Wireless Group tracking

For U.S. federal income tax purposes, we expect
the exchange of AT&T Wireless Group tracking
stock for AT&T common stock in this exchange
offer to be tax free to AT&T and to
shareholders who participate in this exchange
offer, except with respect to cash received in
lieu of fractional shares. You should consult
your tax advisor as to the particular tax
consequences of this exchange offer to you.

We will pay shareholders cash instead of
issuing any fractional shares of AT&T Wireless
Group tracking stock in this exchange offer.
If, as a result of proration, all of your
shares of AT&T common stock are not accepted,
we will pay you cash instead of returning
fractional shares of AT&T common stock.

Equiserve Trust Company
Georgeson Shareholder Communications

None of AT&T, the exchange agent, the
information agent, the dealer manager, the
marketing manager or any of their respective
officers or directors makes any recommendation
as to whether you should tender your shares of
AT&T common stock in this exchange offer.

We urge you to read this document, including
the matters described under "Risk Factors," and
the accompanying documents very carefully.

We are not making any offer to sell, nor are we
soliciting any offer to buy, shares of AT&T
Wireless Group tracking stock or AT&T common
stock in any Jjurisdiction in which the offer or
sale is not permitted.

$21 5/8
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10
14

COMPARATIVE PER SHARE DATA

We summarize in the tables below the historical and pro forma per share
information for AT&T Wireless Group tracking stock, Liberty Media Group tracking
stock and for AT&T common stock. In 2000, AT&T's historical book value per share
was calculated based on AT&T common stock, Liberty Media Group Class A common
stock, Liberty Media Group Class B common stock and AT&T Wireless Group tracking
stock outstanding and 1.95 billion additional shares of AT&T Wireless Group
tracking stock, which shares represent AT&T Common Stock Group's retained
portion of the value of AT&T Wireless Group.

In reading the following information, you should note that the exchange
ratio in this exchange offer is 1.176, and therefore that the per share data set
forth below does not set forth a comparison between the per share data for AT&T
common stock and the comparable data for the number of shares of AT&T Wireless
Group tracking stock you would receive in this exchange offer in exchange for
each share of AT&T common stock. You also should note that, on December 20,
2000, AT&T announced that it had reduced the quarterly dividend on AT&T common
stock to $0.0375 per share.

HISTORICAL PER SHARE DATA

AT AND FOR THE YEAR

DECEMBER 31,

2000 1999
Book value per sShare (AT&T) ¢ v ittt et eeeeeeenneeeeeeeeennns $11.94 $13.78
Cash dividends per share
AT&T Common STOCK GroOUP .« vt v v vttt tte et eeeeeeeenens 0.6975 0.88
Liberty Media GroUpP . .« vt ie ettt eeeeeeenneeeeeeeanns - -
ATET WirelesSsS GrOUD . « v v v v vt nneeeeeeennneeeeeeeaneeeeeens - -
Diluted earnings (loss) per share from continuing operations
attributable to common stock
AT&T Common STOCK GroOUP .+ vt v v vttt ettt et eeeeeeeenns 0.88 1.74
Liberty Media GroUpP . .« v i ittt eeeeeeenneeeeeeeenns 0.58 (0.80)
ATET WirelesSsS GrOUD . « v v v v vt eeeeennneeeeeeeaneeeeeens 0.21 -

11
15

PRO FORMA PER SHARE DATA

This pro forma per share information gives effect to

- a fully subscribed exchange offer,

- the DoCoMo investment, and

— the distribution of AT&T Wireless Group
as if such events had been completed on January 1, 1999 for income statement
purposes, and at December 31, 2000 for balance sheet purposes. The pro forma per

share information also gives effect to the Tele-Communications, Inc., or TCI,
and MediaOne Group, Inc. mergers as i1f they had been completed on January 1,

ENDED
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1999 for income statement purposes. As a result of this exchange offer, the
earnings (loss) per share calculation of AT&T common stock will reflect the
lower number of outstanding shares of AT&T common stock and the shareholders'
decreased interest in the available separate combined net income (loss) of AT&T
Wireless Group. While there will be no change to the earnings per share of AT&T
Wireless Group tracking stock as a result of this exchange offer, the earnings
per share calculation of AT&T Wireless Group tracking stock will reflect the
shareholders' increased interest in the available separate combined net income
(loss) of AT&T Wireless Group and the proportionate increase in the number of
shares of AT&T Wireless Group tracking stock outstanding.

FOR THE YEAR ENDED
DECEMBER 31,

Cash dividends per share
AT&T CommON StOCK GrOUP . e v v ettt teenennennneeeeeeeenennnns $0.6975 $ 0.88
Liberty Media GroUpP . .« vt e ettt eeeeeeenneeeeeeeenns - -
ATET WirelesSsS GrOUD . « v v v vt nneeeeeeennneeeeeeeaneeeeeens - -
Earnings (loss) per share from continuing operations
attributable to common stock

AT&T Common STOCK GroOUP .+ vt v v vttt et ettt eaeeeeeenns 1.13 2.68
Liberty Media GroUpP . .« vt ittt eeeeeeenneeeeeeeanns 0.58 (0.89)
ATET WirelesSsS GrOUD . « v v v v v eeeeeeennneeeeeeeaneeeeeens 0.21 -
12
16

SUMMARY HISTORICAL FINANCIAL DATA

The following information is only a summary and you should read it together
with the financial information we include elsewhere in this document or
incorporate by reference into this document. For copies of the financial
information we incorporate by reference, see "Where You Can Find More
Information".

AT&T CORP.

In the table below, we provide you with selected historical consolidated
financial data of AT&T. We prepared this information using our consolidated
financial statements at and for each of the fiscal years in the five-year period
ended December 31, 2000. We derived the consolidated income statement data below
for each of the three years ended December 31, 2000, and the consolidated
balance sheet data at December 31, 2000 and 1999, from consolidated financial
statements audited by PricewaterhouseCoopers LLP, independent accountants. We
derived the remaining data from unaudited consolidated financial statements.

13
17

SUMMARY HISTORICAL FINANCIAL DATA

(IN MILLIONS, EXCEPT
PER SHARE AMOUNTS)

17
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AT AND FOR THE YEAR ENDED DECEMBER

2000 (1) 1999 (2) 1998 1997

INCOME STATEMENT DATA:
S V=Y o= $ 65,981 $ 62,600 $53,223 $51,577
Operating InCOmME. .. ittt ittt et e e e et ettt e eeee e e 4,277 10,859 7,487 6,836
Income from continuing operations.............cceii.o... 4,669 3,428 5,235 4,249
AT&T COMMON STOCK GROUP:
Income from continuing operations.............cceoio... 3,105 5,450 5,235 4,249
Weighted average common shares and potential common

1S o = o 3,545 3,152 2,700 2,683
Income from continuing operations per share:

2= K 0 $ 0.89 $ 1.77 S 1.96 S .59

5 G =Y $ 0.88 $ 1.74 $ 1.94 S .59
Cash dividends declared. . ... ee ittt teeenennneeeenns $ 0.6975 s 0.88 S 0.88 S .88
AT&T WIRELESS GROUP:
Income from continuing operations.............cceoio... 76 - - —-
Weighted average common shares and potential common

1S3 01 ot 361 - - —=
Income from continuing operations per share:

BaAS A ittt ittt e e e e e ettt e $ 0.21 - - —=

10 T G o =Y o P $ 0.21 —— —— —-
Cash dividends declared.......cuiiii ittt tineneeeeennnnn - - - —-
LIBERTY MEDIA GROUP:
Income (loss) from continuing operations............... 1,488 (2,022) - —=
Weighted average common shares and potential common

1S3 0 = Bt = 2,572 2,519 —— —=
Income (loss) from continuing operations per share:

2= 1o 1 $ 0.58 S (0.80) —— ——

3 oY $ 0.58 S (0.80) - —=
Cash dividends declared....... .ttt imeeneeeeeannnn - - - —-
BALANCE SHEET DATA:
Total asSsSelsS. ittt i et e e e e e $242,223 $169,406 $59,550 $61,095
Long—term debt ... ...t e e 33,092 23,217 5,556 7,857
Shareowners Uity ...ttt ittt e ettt eeeeeeeneenn 103,198 78,927 25,522 23,678

On June 15, 2000, the MediaOne merger closed. The MediaOne merger was
recorded as a purchase. Accordingly, the results of operations of MediaOne
have been included in AT&T's consolidated results since the date the merger
closed.

On March 9, 1999, the TCI merger closed. The TCI merger was recorded as a
purchase. Accordingly, the results of operations of TCI and Liberty Media
Group have been included in AT&T's consolidated results since the date the
TCI merger closed. In conjunction with the TCI merger, AT&T issued Liberty
Media Group tracking stock intended to reflect the financial performance and
economic value of Liberty Media Group. AT&T does not have a "controlling
financial interest" for financial accounting purposes in Liberty Media
Group, therefore AT&T accounts for Liberty Media Group as an equity
investment. Because Liberty Media Group is entirely reflected by separate
tracking stock, AT&T excludes all of the earnings or losses related to
Liberty Media Group from the earnings available to the holders of AT&T
common stock.

14
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CONSOLIDATING CONDENSED FINANCIAL INFORMATION
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In conjunction with the issuance of AT&T Wireless Group and Liberty Media
Group tracking stocks, AT&T has separated for financial reporting purposes in
all periods the AT&T Common Stock Group, Liberty Media Group and AT&T Wireless
Group. We present below the consolidating financial information reflecting the
businesses of these individual groups, including the allocation of expenses
between the groups in accordance with our allocation policies, as well as other
related party transactions such as sales of services between groups and interest
income and expense on intercompany borrowings. Because AT&T Wireless Group
tracking stock is intended to reflect the financial performance and economic
value of the businesses, assets and liabilities we include in the AT&T Wireless
Group, we believe the additional financial data about AT&T Wireless Group
presented below may be helpful to you in deciding whether to invest in AT&T
Wireless Group tracking stock. However, you should keep in mind that AT&T
Wireless Group is not a separate company or legal entity. Rather it is a defined
set of businesses, assets and liabilities of AT&T and its subsidiaries,
including AT&T Wireless Services. The AT&T Common Stock Group presented below
excludes its retained portion of the value of AT&T Wireless Group.

AT&T Wireless Group purchases long distance and other network-related
services from AT&T at market-based prices and accordingly such amounts are
eliminated. Prior to the offering of AT&T Wireless Group tracking stock, the
capital structure of AT&T Wireless Group had been assumed based upon AT&T's
historical capital ratio adjusted for certain items. Intercompany interest rates
are intended to be substantially equivalent to the interest rate that AT&T
Wireless Group would be able to obtain or receive if it were a stand-alone
entity. General corporate overhead related to AT&T's corporate headgquarters and
common support divisions has been allocated to AT&T Wireless Group based on the
ratio of AT&T Wireless Group's external costs and expenses to AT&T's
consolidated external costs and expenses, adjusted for any functions that AT&T
Wireless Group performs on its own. The consolidated income tax provision,
related tax payments or refunds, and deferred tax balances of AT&T have been
allocated to AT&T Wireless Group based principally on the taxable income and tax
credits directly attributable to AT&T Wireless Group.

AT&T does not have a controlling financial interest in LMG for financial
accounting purposes; therefore, our ownership in LMG is reflected as an
investment accounted for under the equity method and is reflected as such in the
consolidating financial statements below. Pursuant to the Inter-Group agreement,
AT&T does not allocate general overhead expenses to Liberty Media Group and only
charges Liberty Media Group for specific services that Liberty Media Group
receives from AT&T pursuant to service agreements or similar arrangements.
Additionally, as Liberty Media Group operates independent of AT&T, there is no
cash or debt allocated to them.

The following events have occurred subsequent to December 31, 2000, or are
anticipated to occur in conjunction with the split-off of AT&T Wireless Group
from AT&T, which are not reflected in the summary financial data included below.

On January 22, 2001, DoCoMo invested approximately $9.8 billion for shares
of a new class of AT&T preferred stock that are convertible into 406,255,889
shares of AT&T Wireless Group tracking stock, and are intended to reflect
approximately 16% of the financial performance and economic value of AT&T
Wireless Group. Of the 406,255,889 shares issued to DoCoMo, 228,128,307 shares
represented new share equivalents at $27.00 each, and the remaining 178,127,582
share equivalents represented a reduction of AT&T Common Stock Group's retained
portion of the value of AT&T Wireless Group at $20.50 each. Accordingly, AT&T
Common Stock Group retained $3.6 billion of the DoCoMo investment and allocated
$6.2 billion to AT&T Wireless Group.

AT&T Wireless Services, a legal entity included within AT&T Wireless Group,
completed a private placement of $6.5 billion in Senior Notes on March 1, 2001.
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The notes included $1.0 billion paying interest at 7.35% due in 2006, $3.0

billion paying interest at 7.875% due in 2011,
at 8.75% due in 2031. The net offering proceeds,

and related expenses totaled $6.447 billion.

and $2.5 billion paying interest
after underwriting commissions

In conjunction with the split-off of AT&T Wireless Group from AT&T, AT&T
Wireless Group will pay-off all intercompany short-term and long-term debt due
to AT&T, as well as redeem preferred stock held by AT&T. The intercompany

amounts outstanding as of December 31, 2000,

million, long-term debt of $1.8 billion,

19

included short-term debt of $638
and preferred stock of $3.0 billion.

CONSOLIDATING CONDENSED FINANCIAL INFORMATION

(IN MILLIONS)

INCOME STATEMENT DATA:
Revenue. ... ...ttt it iii e
INtEr—group FEVENUE. . . v ot v v eernennnnenn.
Total REeVENUE. . vt ittt it iiiiiiiiee e
Operating Expenses
Costs of services and products..........
Access and other connection.............
Selling, general and administrative.....
Depreciation and other amortization.....
Amortization of goodwill, franchise
costs and other purchased
intangibles. ... .ot
Net restructuring and other charges.....
INtEr—group EXPENSES. . v e e ueennennnenn.
Total operating exXpensesS........eeeeeo..
Operating income (lOSS) ¢ vvv v eenenenn..
Other income (EXPense) ........eeeeueeee..
Inter—-group interest income.............
Interest exXpense. .. ...ttt i,
Inter—-group interest expense............
Income before income taxes, minority
interest and earnings (losses) from
equity investments............. ...,
Provision for income taxes..............
Minority interest income................
Equity earnings from Liberty Media

Net earnings (losses) from other equity
investments.......ooi it
Net income........ it nnnnnn.
Dividend requirements on preferred stock
held by AT&T, net.....cuooiiiieeennnenn.
Net income after preferred stock
dividends. ... .ttt it

$ 55,533
321
55,854

13,001
13,140
10,001

5,923

2,665
7,029
(208)

51,551
4,303
1,150
326
3,294
143

2,342
3,199
4,092

(585)
2,650

$ 2,650

AT AND FOR THE YEAR ENDED DECEMBER 31, 20

AT&T LIBERTY
WIRELESS MEDIA ELIMINATIONS/
GROUP GROUP RECLASSIFICATIONS (1)
$10,448 $ $
(321)
10,448 (321)
4,969 (383)
378
3,302
1,686 (335)
328
529 (321)
10,486 (333)
(38) 12
391 (27)
143 (469)
(111)
196 (339)
411 (145)
141 2
28
1,488
388 (8)
658 1,488 (127)
130 (130)
$ 528 $ 1,488 $ 3
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CASH FLOW DATA:
Net cash provided by operating

activities. . vt e $ 11,684 $ 1,635 $ $ (12)
Capital expenditures and other

additions. . ...t e (10,912) (4,012)
Equity investment distributions and

1= 992 360
Equity investment contributions and

PULChASES . i ittt ittt e et ettt eeeeeeen (1,767) (1,645)
Net acquisitions of businesses including

cash acquired. ......iii i eennn. (16,647) (4,763)
Issuance of AT&T Wireless Group common

SEoCK . v it e 3,314 7,000
Increase in short-term borrowings,

oL 17,009 638 (674)
BALANCE SHEET DATA:
Cash and cash equivalents............... S 64 S 62 S S
Short-term note due from related

S 638 (638)
Property, plant and equipment, net...... 41,269 9,892
Licensing costs, net.........ccoiiii... 13,627 (1)
Other investments and related

AAVANCE S . v vt ettt ettt ettt e 30,876 3,385
Long-term assets due from related

S 4,800 (4,800)
Total ASSEES . ittt i ettt et e e et eeeeeenn $178,293 $35,302 $34,290 $(5,662)
Debt maturing within one year........... $ 31,838 S 109 S $
Short-term debt due to related party.... 638 (638)
Long-term debt.......c.oiiiiiiinenee... 33,089 3
Long-term debt due to related party..... 1,800 (1,800)
Total liabilities.........c.iiiiiiiino.. $121,747 $10,384 $(2,699)
Shareowners' equity due to related

S 3,000 (3,000)
Total shareowners' equity............... 46,994 24,877 34,290 (2,963)

consolidating entries

(1) Includes the elimination of inter-group transactions,
as well as reclassifications and adjustments related to AT&T Wireless Group
tracking stock.
16
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CONSOLIDATING CONDENSED FINANCIAL INFORMATION

(IN MILLIONS)

INCOME STATEMENT DATA:

Revenue. .. it e e e e e
INEEr—grOUDP FEVENUE . « v v v v v ot e e e e e et anneeeenns
Total ReVENUE. ¢ it ittt ittt ettt eeaeeeeeneenns

AT AND FOR THE YEAR ENDED DECEMBER 31

AT&T
COMMON AT&T LIBERTY
STOCK WIRELESS MEDIA ELIMINATIONS/
GROUP GROUP GROUP RECLASSIFICATIONS
S 54,973 $ 7,627 $ $
227 (227)
55,200 7,627 (227)
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Operating Expenses

Costs of services and productsS................ 11,158 3,676
Access and other connection................... 14,439
Selling, general and administrative........... 11,243 2,273
Depreciation and other amortization........... 5,137 1,253
Amortization of goodwill, franchise costs and

other purchased intangibles................. 1,057
Net restructuring and other charges........... 976 531
INEEr—grOUD EXPENSES e v v v vttt e e e e e s anneaeenns (333) 560
Total operating eXPenNSeS .« v v ettt eeeeeeennn 43,677 8,293
Operating income (lOSS) «vv vttt meeneeeeennnnns 11,523 (666)
Other income (EXPEeNSE) « vttt iieeneeeeennnnns 824 122
Inter—-group interest income.............o.oo... 270
Interest EXPENSE . i i ittt ittt ettt aeeeeeennn 1,755 (78)
Inter—-group interest expense.........c..oeeee... 214

Income before income taxes, minority

interest and earnings (losses) from equity

Investments. o vttt ittt e e e e e e e 10,862 (680)
Provision for income taxes........cuoueieeenennn 4,016 (294)
Minority interest income (expense)............ (132)
Equity earnings from Liberty Media Group......
Net earnings (losses) from other equity

Investments. . v vttt ittt i e e (760) (19)
Net dncome (L10SS) v v it ittt ettt et eeeeeenn 5,954 (405)
Dividend requirements on preferred stock held

DY AT&T, Net ...ttt ettt ettt et eennanns 56
Net income (loss) after preferred stock

& B v Mo =3 5 ¥ K= S 5,954 S (461)
CASH FLOW DATA:
Net cash provided by operating activities..... $ 10,907 $ 867
Capital expenditures and other additions...... (11,795) (2,272)
Equity investment distributions and sales..... 1,639 236
Equity investment contributions and

S X6 et o F= = = (7,837) (284)
Net acquisitions of businesses including cash

ACUITrEd. ittt e e e e e e e e e e e (6,955) 244
Increase in short-term borrowings............. 10,173 65
BALANCE SHEET DATA:
Cash and cash equivalent....... .o nnnn. $ 1,019 $ 5
Property, plant and equipment, net............ 33,366 6,349
Licensing costs, nNet.......uiiiiiiiieeennnnn. 8,571
Other investments and related advances........ 14,856 4,502
Long-term assets due from related party....... 4,400
TOLAl BSSEE St ittt ittt ettt et e ettt eeeeee e $112,039 $23,512
Debt maturing within one year................. $ 12,479 $ 154
Long-term debt......iiiiii ittt eennnnns 23,213
Long-term debt due to related party........... 3,400
Total liabilities........iiiiiiiiiiniinnnnnn. S 77,632 $ 9,495
Shareowners' equity due to related party...... 1,000
Total shareowners' equity.........c.coiiieeeonn. 27,336 13,997

(1) Includes the elimination of inter—-group transactions,
as well as reclassifications and adjustments related to AT&T Wireless Group

tracking stock.
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CONSOLIDATING CONDENSED FINANCIAL INFORMATION
(IN MILLIONS)

(2,022)

(2,022)

$(2,022)

$38,460
$

38,460

consolidating entries

(240)
247

(252)

244
(1)
(227)
(229)

(15)

(270)
88

(214)

(157)
(27)
17

$ (43)

$ (253)

(97)
(23)

8
(4,400)
$S(4,605)

$

4
(3,400
$(3,739
(1,000

)
)
)
(866)
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AT AND FOR THE YEAR ENDED DECEMBER 31

INCOME STATEMENT DATA:
RevenUEe. . .. i e e e e
INLEr—groUP FEVENUE. ¢ ¢ v vttt vttt ettt eeeeeeeeneeenes
Total ReVENUE. « vttt ittt ittt ittt ettt
Operating Expenses:
Costs of services and producCtsS........vveeeeneene...
Access and other connection...........ooiiiiiin.
Selling, general and administrative...............
Depreciation and other amortization...............
Amortization of goodwill, franchise
other purchased intangibles.....................
Net restructuring and other charges...............
INEEr—groUpP EXPENSES e i vt vt v bttt et ettt tetete e
Total operating EXPEeNSEeS . v v v vt ittt tneeeeeeeennenns
Operating income (lOSS) «vvv ittt ineeeeeeeennneeennn
Other IncCome. ... ittt ittt it i ettt it
Inter—group interest income..........iiiiiiinn
Interest eXPeNSEe. i i ittt ittt ittt ittt e
Inter—group interest exXpense..........ouveeeeeeenennn.
Income from continuing operations before income
taxes, minority interest and earnings (losses)
from equity investments............ .. ...
Provision for income taxes..........oiiiiiiiiinnnn.
Minority interest income..........iiiiiiiiinnn.
Net earnings (losses) from other equity
Investments. v vttt ittt e e e e
Income from continuing operations.................
Dividend requirements on preferred stock held by
AT&T,
Income from continuing operations after preferred
stock dividends. .. ...ttt
CASH FLOW DATA:
Net cash provided by operating activities.........
Capital expenditures and other additions..........
Equity investment distributions and sales.........
Equity investment contributions and purchases.....
Net acquisitions of businesses including cash
F= K0 16 I o T R
Increase in short-term borrowings,

(1) Includes the elimination of inter—-group transactions,

consolidating entries

as well as reclassifications and adjustments related to AT&T Wireless Group

tracking stock.
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SUMMARY PRO FORMA FINANCIAL DATA

AT&T
COMMON AT&T
STOCK WIRELESS ELIMINATIONS/
GROUP GROUP RECLASSIFICATIONS (1)
$47,817 $5,406 $
73 (73)
47,890 5,406 (73)
8,336 2,363 (204)
15,117 211
10,845 1,931 (6)
3,534 1,079 (235)
44 207
2,514 120 (120)
(183) 256 (73)
40,207 5,749 (220)
7,683 (343) 147
811 650 (180)
246 (246)
515 (70) (18)
190 (190)
8,225 187 (71)
2,996 59 (6)
21
(108) 36 (6)
5,121 164 (50)
56 (56)
$ 5,121 $ 108 $ 6
$ 9,928 $ 414 $(125)
(6,509) (1,219) 15
148 1,354 14
(1,118) (156) (7)
4,183 324
(3,076) 43

23



Edgar Filing: AT&T CORP - Form S-4/A

The following information is only a summary and you should read it together
with the financial information we include elsewhere in this document or
incorporate by reference into this document. For copies of the financial
information we incorporate by reference, see "Where You Can Find More
Information."

AT&T

The unaudited pro forma financial information set forth below for AT&T
gives effect to

— this exchange offer,
- the DoCoMo investment, and
— the AT&T Wireless Group distribution

as if those events had been completed on January 1, 1999 for income statement
purposes, and on December 31, 2000 for balance sheet purposes. The unaudited pro
forma financial information set forth below for AT&T also give effect to the TCI
and MediaOne mergers as if they had been completed on January 1, 1999 for income
statement purposes. The unaudited selected pro forma financial information does
not necessarily represent what AT&T's financial position or results of
operations would have been had the TCI or MediaOne mergers or the AT&T wireless
events occurred on such dates.

We have included detailed unaudited pro forma financial statements at the
end of this document.

SUMMARY PRO FORMA CONDENSED FINANCIAL INFORMATION
(UNAUDITED)
(IN MILLIONS, EXCEPT PER SHARE AMOUNTS)

AT AND FOR THE YEAR ENDED
DECEMBER 31,

2000 1999

INCOME STATEMENT DATA:
ROV NI s 4 v v v et ettt ettt et ettt eeeeeeeeeeeeeeeeeeeeneeeeeeas $ 57,180 $ 58,836
Operating InCOmME. . i i ittt ittt e e e et e ettt ettt aaeeeeeen 3,870 10,423
Income from continuing operations —-- attributable to AT&T

COMMON SEOCK gL OUDP e v v v v v et e e e e ettt eeeeeeeeeeeneeeeeeeeenns 3,796 9,292
Weighted average AT&T common shares —- diluted.............. 3,393 3,478
Earnings per AT&T common share —— basic................o... S 1.14 $ 2.77
Earnings per AT&T common share —-- diluted................... 1.13 2.68
Cash dividends declared per AT&T common share............... $ 0.6975 $ 0.88
BALANCE SHEET DATA:
] o= T A = $210,783
Long—term debt ...ttt it ettt et e e e 33,089
Total shareowners' eqUity ... ..ottt ittt eennenns 87,974
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RISK FACTORS
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You should carefully consider each of the following risks and uncertainties
and all of the other information set forth in this document or in other
documents that we refer to in this document before deciding whether to
participate in this exchange offer.

RISK FACTORS RELATING TO THIS EXCHANGE OFFER

Your decision to tender shares of AT&T common stock in this exchange offer
will significantly affect your ability to participate in AT&T's restructuring
plan

If we complete our restructuring plan, holders of shares of AT&T common
stock who retain their shares of AT&T common stock will be able to participate
in all of AT&T's restructuring, which may involve the distribution to holders of
AT&T common stock of securities relating to AT&T's other businesses. To the
extent that you participate in this exchange offer and exchange your shares of
AT&T common stock for AT&T Wireless Group tracking stock, you would receive
shares of common stock of AT&T Wireless Services if we complete the split-off,
but you will not receive any other securities that we may issue in our
restructuring plan for your shares of AT&T common stock that you tender and are
exchanged in this exchange offer.

If you do not tender shares of AT&T common stock in this exchange offer, you
will still receive some shares in AT&T Wireless Services if we complete the
split-off, but fewer shares than if you do tender

All holders of shares of AT&T common stock will receive shares of AT&T
Wireless Services in mid-2001 if we complete the split-off as we expect. If you
do not tender any shares of AT&T common stock in this exchange offer and retain
those shares, you would receive some shares in AT&T Wireless Services at that
time. However, your interest in AT&T Wireless Services will be smaller than it
would be if you tendered your shares of AT&T common stock in this exchange
offer.

We will not seek shareholder approval of the split-off of AT&T Wireless
Services

AT&T does not plan to seek shareholder approval for the split-off of AT&T
Wireless Services. If the split-off occurs, any shares of AT&T Wireless Group
tracking stock you receive in this exchange offer will be exchanged into shares
of AT&T Wireless Services without the consent of any of the holders of AT&T
Wireless Group tracking stock. We describe some of the risks relating to the
potential split-off under "-- Risk Factors Relating to the Split-Off."

If we do not complete the split-off of AT&T Wireless Services in the manner and
in the timeframe we contemplate, this may have a material adverse effect on the
value of the AT&T Wireless Group tracking stock

In deciding whether to tender your shares of AT&T common stock in this
exchange offer, you should consider that we may not complete the split-off of
AT&T Wireless Services as we plan. The failure to complete the split-off may
materially adversely affect the value of the shares of AT&T Wireless Group
tracking stock that we issue in this exchange offer. We describe some of the
risks relating to the failure to complete the potential split-off under "-- Risk
Factors Relating to the Split-Off."

You may not receive any premium for the shares of AT&T common stock that you
exchange for shares of AT&T Wireless Group tracking stock in the exchange
offer

If you tender your shares of AT&T common stock in this exchange offer, you
may not receive any premium. Any premium that you would receive in this exchange
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offer will depend upon a variety of factors, including the market prices of
shares of AT&T common stock and AT&T Wireless Group tracking stock at the time
of the closing of this exchange offer. Even if you receive a premium in this
exchange offer, it is possible that over time the market value of the number of
shares of AT&T common stock tendered in this exchange offer, including any
securities you receive as part of AT&T's restructuring plan, will exceed the
market value of AT&T Wireless Group tracking stock you receive in this exchange
offer.

20
24

The issuance of AT&T Wireless Group tracking stock in this exchange offer may
materially adversely affect the market price of AT&T Wireless Group tracking
stock and/or AT&T common stock

This exchange offer could increase substantially the number of publicly
held shares of AT&T Wireless Group tracking stock and the number of holders of
AT&T Wireless Group tracking stock. The shares of AT&T Wireless Group tracking
stock to be issued in this exchange offer will be eligible for immediate resale
in the open market. If a significant number of shareholders who receive shares
of AT&T Wireless Group tracking stock in this exchange offer attempt to sell
those shares on the open market after this exchange offer, the market price of
AT&T Wireless Group tracking stock could be materially adversely affected. In
addition, this exchange offer may adversely affect the market price of AT&T
common stock, including by reducing AT&T Common Stock Group's retained portion
of the value of AT&T Wireless Group.

RISK FACTORS RELATING TO THE FACT THAT AT&T WIRELESS GROUP TRACKING STOCK IS A
TRACKING STOCK

The market price of AT&T Wireless Group tracking stock may not reflect the
financial performance and economic value of the AT&T Wireless Group as we
intend and may not effectively track the separate performance of AT&T Wireless
Group

The market price of AT&T Wireless Group tracking stock may not in fact
reflect the financial performance and economic value of AT&T Wireless Group as
we intend. Holders of AT&T Wireless Group tracking stock will continue to be
common shareholders of AT&T and, as such, will be subject to all risks
associated with an investment in AT&T and all of its businesses, assets and
liabilities. The performance of AT&T as a whole may affect the market price of
the AT&T Wireless Group tracking stock or the market price could more
independently reflect the performance of the business of AT&T Wireless Group.
Investors may discount the value of AT&T Wireless Group tracking stock because
AT&T Wireless Group is part of a common enterprise with the rest of the
operations of AT&T rather than a stand-alone entity.

Holders of AT&T common stock, AT&T Wireless Group tracking stock and Liberty
Media Group tracking stock are shareholders of one company and, therefore,
financial impacts on one group could affect the other groups

Holders of AT&T common stock, AT&T Wireless Group tracking stock and
Liberty Media Group tracking stock are all common shareholders of AT&T, and are
subject to risks associated with an investment in a single company and all of
AT&T's businesses, assets and liabilities. Financial effects arising from one
group that affect AT&T's consolidated results of operations or financial
condition could, if significant, affect the combined results of operations or
financial position of the other groups or the market price of the class of
common shares relating to the other groups. In addition, if AT&T or any of its
subsidiaries were to incur significant indebtedness on behalf of a group,
including indebtedness incurred or assumed in connection with an acquisition or
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investment, it could affect the credit rating of AT&T and its subsidiaries.
This, in turn, could increase the borrowing costs of the other groups and AT&T
as a whole. Net losses of any group and dividends or distributions on shares of
any class of common or preferred stock will reduce the funds of AT&T legally
available for payment of future dividends on each of AT&T common stock, AT&T
Wireless Group tracking stock and Liberty Media Group tracking stock. For these
reasons, you should read AT&T's consolidated financial information together with
the financial information of AT&T Wireless Group and Liberty Media Group in
deciding whether to participate in this exchange offer.

The complex nature of the terms of AT&T Wireless Group tracking stock, or
confusion in the marketplace about what a tracking stock is, could adversely
affect the market prices of AT&T Wireless Group tracking stock

Tracking stocks, like AT&T Wireless Group tracking stock, are more complex
than traditional common stock and are not directly comparable to common stock of
companies that have been spun off by their parent companies. The complex nature
of the terms of AT&T Wireless Group tracking stock, and the
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potential difficulties investors may have in understanding these terms, may
adversely affect the market price of AT&T Wireless Group tracking stock.
Examples of these terms include:

— discretion of AT&T's board of directors to make determinations affecting
AT&T Wireless Group tracking stock,

— redemption and conversion rights in the event AT&T disposes of
substantially all the assets attributed to AT&T Wireless Group,

— ability of AT&T to convert shares of AT&T Wireless Group tracking stock
into shares of AT&T common stock, or

— voting rights of AT&T Wireless Group tracking stock and AT&T common
stock.

Confusion in the marketplace about what a tracking stock is and what it is
intended to represent could also adversely affect the market price of AT&T
Wireless Group tracking stock.

Holders of AT&T Wireless Group tracking stock will have limited separate
shareholder rights, and will have no additional rights specific to AT&T
Wireless Group, including direct voting rights

Holders of AT&T Wireless Group tracking stock do not have any direct voting
rights in AT&T Wireless Group, except to the extent required under AT&T's
charter or by New York law. Separate meetings for holders of AT&T Wireless Group
tracking stock are not held. When a vote is taken on any matter as to which all
of our common shares are voting together as one class, any class or series of
our common shares that is entitled to more than the number of votes required to
approve the matter being voted upon is in a position to control the outcome of
the vote on that matter.

Currently:
— each share of AT&T common stock has one vote,

— each share of Class B Liberty Media Group tracking stock has 0.375 of a
vote,
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- each share of Class A Liberty Media Group tracking stock has 0.0375 of a
vote; and

— each share of AT&T Wireless Group tracking stock has 0.5 of a vote.

The voting power of each class is subject to adjustment for stock splits,
stock dividends and combinations, including any distribution of AT&T Wireless
Group tracking stock to holders of AT&T common stock.

There is no board of directors or committee that owes any separate fiduciary
duties to holders of AT&T Wireless Group tracking stock, apart from those owed
to AT&T shareholders generally

AT&T Wireless Group does not have a separate board of directors to
represent solely the interests of the holders of AT&T Wireless Group tracking
stock. Each of AT&T's board of directors and the AT&T Wireless Group capital
stock committee owes fiduciary duties to AT&T and its shareholders as a whole.
Consequently, there is no separate board of directors or committee that owes any
separate duties to the holders of AT&T Wireless Group tracking stock.

Until the split-off, AT&T Wireless Group will be controlled by AT&T

Subject to fiduciary duties, our policy statements and inter-company
agreements, AT&T's board of directors could make operational and financial
decisions or implement policies that affect disproportionately the businesses of
a group. These decisions could include:

— allocation of financing opportunities in the public markets,
— allocation of business opportunities, resources and personnel, and

- transfers of services, including sales agency, resale and other
arrangements, funds or assets between groups and other inter-group
transactions

that, in each case, may be suitable for one or more groups. Any of these
decisions may benefit one group more than the other groups.

In addition, AT&T Wireless Group is, and may continue to be, subject to
AT&T's existing agreements or arrangements with third parties and consent
decrees, as well as new agreements or decrees.
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These agreements or arrangements or decrees currently may benefit AT&T Wireless
Group, as in the case of purchasing arrangements, or may have the effect of
limiting or impairing its business opportunities. For example, AT&T and British
Telecommunications plc have entered into a joint venture agreement for the
provision of global communications services. As part of that joint venture
agreement, among other things, AT&T has agreed to various restrictions on its
businesses and activities, including non-competition provisions and exclusive
purchasing requirements, all of which apply to AT&T Wireless Group.

Holders of AT&T Wireless Group tracking stock may have potentially diverging
interests from holders of other classes of AT&T capital stock

The existence of separate classes of our common stock could give rise to
occasions when the interests of the holders of AT&T common stock, AT&T Wireless
Group tracking stock and/or Liberty Media Group tracking stock diverge, conflict
or appear to diverge or conflict. Examples include determinations by AT&T's
board of directors to:
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- set priorities for use of capital and debt capacity,

- pay or omit the payment of dividends on AT&T common stock, AT&T Wireless
Group tracking stock or Liberty Media Group tracking stock, except where
such dividends are required,

— redeem shares of AT&T Wireless Group tracking stock for shares of AT&T
common stock or stock of qualifying subsidiaries of AT&T,

- approve dispositions of assets attributed to any group,

— allocate the proceeds of issuances of AT&T Wireless Group tracking stock
either to AT&T Common Stock Group with a corresponding reduction in the
AT&T Common Stock Group's retained portion, if any, or to the equity of
AT&T Wireless Group,

- formulate public policy positions for AT&T,
— establish material commercial relationships between groups, and

- make operational and financial decisions with respect to one group that
could be considered to be detrimental to another group.

In addition, decisions regarding distribution and other commercial
arrangements between the groups may affect costs, service alternatives and
marketing approaches for each group. When making decisions with regard to
matters that create potential diverging interests, our board of directors will
act in accordance with:

- the terms of AT&T's charter, the AT&T Wireless Group policy statement,
the Liberty Media Group policy statement and the inter-group agreement
between AT&T and Liberty Media Group, which governs the relationship
between AT&T Common Stock Group and Liberty Media Group, to the extent
applicable, and

- its fiduciary duties, which require our board of directors to consider
the impact of these decisions on all shareholders of AT&T.

Our board of directors also could, from time to time, refer to the Liberty Media
Group capital stock committee and the AT&T Wireless Group capital stock
committee matters involving any conflict, and have those committees report to
our board of directors on those matters or decide those matters to the extent
permitted by AT&T's by-laws and applicable law.

AT&T's board of directors may redeem AT&T Wireless Group tracking stock in
exchange for stock of AT&T Wireless Services, or another subsidiary

AT&T's charter provides that AT&T may, at any time, redeem all outstanding
shares of AT&T Wireless Group tracking stock in exchange for a specified number
of outstanding shares of common stock of a subsidiary of AT&T that satisfies
requirements under the Internal Revenue Code and that holds, directly or
indirectly, all of the assets and liabilities of AT&T Wireless Group. This type
of redemption may only be made on a pro rata basis, and must be tax free to the
holders of AT&T Wireless Group tracking stock, except with respect to any cash
that holders receive in lieu of fractional shares. For more information, see

"Description of AT&T Capital Stock —-- AT&T Wireless Group Tracking Stock —--
Redemption."
23
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If we complete the proposed split-off in the manner we contemplate, our
Board of Directors will use this redemption right to exchange all shares of AT&T
Wireless Group tracking stock for shares of AT&T Wireless Services. In this
case, shareholders of AT&T Wireless Group tracking stock would no longer be
shareholders of AT&T but would be shareholders of AT&T Wireless Services. We
describe some of the risks related to the proposed split-off under "-- Risk
Factors Relating to the Split-Off."

A decision by AT&T's board of directors to dispose of assets attributed to
AT&T Wireless Group could have an adverse impact on the trading price of AT&T
Wireless Group tracking stock

Assuming AT&T Wireless Group's assets represent less than substantially all
of the properties and assets of AT&T as a whole, our board of directors could,
in its sole discretion and without shareholder approval, approve sales and other
dispositions of any amount of the properties and assets of AT&T Wireless Group
because the New York Business Corporation Law, or NYBCL, requires shareholder
approval only for a sale or other disposition of all or substantially all of the
properties and assets of all of AT&T.

However, in the event of a disposition of all or substantially all of the
properties and assets attributed to AT&T Wireless Group, generally defined as
80% or more of the fair value of that group, AT&T will be required under its
charter to:

— convert each outstanding share of AT&T Wireless Group tracking stock into
shares of AT&T common stock at a 10% premium, or

- distribute cash and/or securities, other than AT&T common stock, or other
property equal to the fair value of the net proceeds from that
disposition allocable to AT&T Wireless Group tracking stock, either by
special dividend or by redemption of all or part of the outstanding
shares of AT&T Wireless Group tracking stock, or

- take a combination of the actions described in the preceding bullet
points whereby AT&T would convert some shares of AT&T Wireless Group
tracking stock into AT&T common stock at a 10% premium and pay a dividend
on the remaining shares of AT&T Wireless Group tracking stock or redeem
all or part of the remaining shares of AT&T Wireless Group tracking stock
for cash and/or property equal to the fair value of a portion of the net
proceeds of the disposition allocable to AT&T Wireless Group tracking
stock.

Our board of directors is not required to select the option that would
result in the distribution with the highest value to the holders of AT&T
Wireless Group tracking stock. See "-- The fiduciary duties of AT&T's board of
directors to more than one class of common stock are not clear under New York
law" for a discussion of our board of directors' fiduciary duties to the holders
of the different classes of our common shares.

In addition, under New York law, our board of directors could decline to
dispose of AT&T Wireless Group assets even i1if a majority of the holders of AT&T
Wireless Group tracking stock request such a disposition.

AT&T may take positions on public policy or regulatory matters that benefit
one group more than another

Because of the nature of the businesses of AT&T Common Stock Group, and
AT&T Wireless Group, the groups may have diverging interests as to the position
AT&T should take with respect to various regulatory issues. For example, FCC
regulations that may advance the interests of one group may not advance the
interests of the other groups. Under the AT&T Wireless Group policy statement,

30



Edgar Filing: AT&T CORP - Form S-4/A

we will resolve material matters involving potentially divergent interests in a
manner that our board of directors, or the AT&T Wireless Group capital stock
committee, determines to be in the best interests of AT&T and all of our common
shareholders after giving fair consideration to the potentially divergent
interests and all other relevant interests of the holders of the separate
classes of our common shares. Nevertheless, AT&T's board of directors could take
positions on any given issue that may benefit one group more than another.
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The fiduciary duties of AT&T's board of directors to more than one class of
common stock are not clear under New York law

Although we are not aware of any legal precedent under New York law
involving the fiduciary duties of directors of corporations having two or more
classes of common stock, or separate classes or series of capital stock,
principles of Delaware law established in cases involving differing treatment of
two classes of capital stock or two groups of holders of the same class of
capital stock provide that a board of directors owes an equal duty to all
shareholders regardless of class or series, and does not have separate or
additional duties to either group of shareholders. Under these principles of
Delaware law and the related principle known as the "business judgment rule,"
absent abuse of discretion, a good faith business decision made by a
disinterested and adequately informed board of directors, or a committee of the
board of directors, with respect to any matter having disparate impacts upon
holders of AT&T common stock, AT&T Wireless Group tracking stock or Liberty
Media Group tracking stock would be a defense to any challenge to a
determination made by or on behalf of the holders of any class of our common
shares. Nevertheless, a New York court hearing a case involving this type of a
challenge may decide to apply principles of New York law different from the
principles of Delaware law discussed above, or may develop new principles of
law, in order to decide that case. Any future shareholder litigation over the
meaning or application of the terms of the AT&T Wireless Group tracking stock or
our board's policies may be costly and time consuming to AT&T and AT&T Wireless
Group.

AT&T's board of directors has the ability to control inter-group transactions
between AT&T Common Stock Group and AT&T Wireless Group

AT&T's board of directors may decide to transfer funds or other assets
between groups. Transfers of assets from AT&T Common Stock Group to AT&T
Wireless Group that AT&T's board of directors designates as an equity
contribution by AT&T Common Stock Group to AT&T Wireless Group will result in an
increase in AT&T Common Stock Group's retained portion of the value of AT&T
Wireless Group.

Under the AT&T Wireless Group policy statement, AT&T Common Stock Group may
make loans to AT&T Wireless Group at interest rates and on terms and conditions
substantially equivalent to the interest rates and terms and conditions that
AT&T Wireless Group would be able to obtain from third parties. We anticipate
that interest rates payable by AT&T Wireless Group initially will be higher than
those payable by AT&T or the AT&T Common Stock Group.

Any increase in AT&T Common Stock Group's retained portion of AT&T Wireless
Group resulting from an equity contribution, or any decrease in that retained
portion resulting from a transfer of funds from AT&T Wireless Group to AT&T
Common Stock Group, would be determined by reference to the then-current market
value of AT&T Wireless Group tracking stock. Such an increase or decrease,
however, could occur at a time when those shares are considered under- or
over-valued.
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AT&T's board of directors may change the AT&T Wireless Group Policy Statement
or our By-Laws without shareholder approval

The AT&T Wireless Group policy statement governs the relationship between
AT&T Common Stock Group and AT&T Wireless Group and AT&T's by-laws create a
capital stock committee that oversees the interaction between the two groups.
AT&T's board of directors may modify, suspend or rescind the policies set forth
in the policy statement or make additions or exceptions to them, in the sole
discretion of our board of directors, without approval of our shareholders,
although there is no present intention to do so. Our board of directors may also
adopt additional policies, depending upon the circumstances. AT&T's by-laws may
similarly be modified, suspended or rescinded. Our board of directors would make
any determination to modify, suspend or rescind these policies or our by-laws,
or to make exceptions to them or adopt additional policies or by-laws, including
any decision that would have disparate impacts upon holders of AT&T common stock
and AT&T Wireless Group tracking stock, in a manner consistent with its
fiduciary duties to AT&T and all of our common shareholders after giving fair
consideration to the potentially divergent interests and all other relevant
interests of the holders of the separate classes of our common shares, including
the holders of AT&T common stock, AT&T Wireless Group tracking stock and Liberty
Media Group tracking stock. See "-- The fiduciary duties of AT&T's board of
directors to more
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than one class of common stock are not clear under New York law" for more
information regarding our board of directors' fiduciary duties to our
shareholders and "Relationship between AT&T Common Stock Group and AT&T Wireless
Group before the Split-0ff" for a description of the AT&T Wireless Group policy
statement and our by-laws.

It will be difficult for a third party to acquire AT&T Wireless Group without
AT&T's consent

If AT&T Wireless Group were an independent entity, any person interested in
acquiring it without negotiation with our management could seek control of the
outstanding stock of that entity by means of a tender offer or proxy contest.
Although AT&T Wireless Group tracking stock is a class of our common shares that
is intended to reflect the financial performance and economic value of AT&T
Wireless Group, a person interested in acquiring only AT&T Wireless Group
without negotiation with our management still would be required to seek control
of the voting power represented by all of the outstanding capital stock of AT&T
entitled to vote on that acquisition, including the classes of common shares
related to the other groups. As a result, this may discourage potential
interested bidders from seeking to acquire AT&T Wireless Group. See "-- Holders
of AT&T Wireless Group tracking stock will have limited separate shareholder
rights, and will have no additional rights specific to AT&T Wireless Group,
including direct voting rights" for more information on the rights of holders of
tracking stocks.

Future sales of AT&T Wireless Group tracking stock and AT&T common stock could
adversely affect their respective market prices and the ability to raise
capital in the future

Sales of substantial amounts of AT&T Wireless Group tracking stock,
including any sale by AT&T of AT&T Wireless Services shares it retains in the
split-off, and AT&T common stock in the public market could hurt the market
price of AT&T Wireless Group tracking stock. This also could hurt AT&T's ability
to raise capital in the future. The shares of AT&T Wireless Group tracking stock
that we sold to the public in April 2000 and the shares AT&T Wireless Group
tracking stock issued in this exchange offer are freely tradable without
restriction under the Securities Act of 1933 by persons other than "affiliates"
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of AT&T, as defined under the Securities Act. Any sales of substantial amounts
of AT&T Wireless Group tracking stock or AT&T common stock in the public market,
or the perception that those sales might occur, could materially adversely
affect the market price of AT&T Wireless Group tracking stock.

The approval of the shareholders of AT&T and AT&T Wireless Group will not
be solicited by AT&T for the issuance of authorized but unissued shares of AT&T
Wireless Group tracking stock unless this approval is deemed advisable by our
board of directors or is required by applicable law, regulation or stock
exchange listing requirements. The issuance of those shares could dilute the
value of shares of AT&T Wireless Group tracking stock.

We do not expect to pay dividends on AT&T Wireless Group tracking stock or
AT&T Wireless Services common stock

Determinations as to the future dividends on AT&T Wireless Group tracking
stock primarily will be based upon the financial condition, results of
operations and business requirements of AT&T Wireless Group and AT&T as a whole.
We currently do not expect to pay any dividends on AT&T Wireless Group tracking
stock for the foreseeable future, nor do we expect AT&T Wireless Services to pay
any dividends on AT&T Wireless Services common stock for the foreseeable future
following the split-off.

Changes in the tax law or in the interpretation of current tax law may result
in redemption of AT&T Wireless Group tracking stock or may prevent us from
issuing further shares

From time to time, there have been legislative and administrative proposals
that, if effective, would have resulted in the imposition of corporate level or
shareholder level tax upon the issuance of tracking stock. As of the date of
this document, no such proposals are outstanding.

If there are adverse tax consequences associated with the issuance of AT&T
Wireless Group tracking stock, it is possible that we would cease issuing
additional shares of AT&T Wireless Group tracking stock. This could affect the
value of AT&T Wireless Group tracking stock then outstanding.
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Furthermore, we are entitled to convert AT&T Wireless Group tracking stock
into AT&T common stock at a premium of 10% if, based upon the opinion of tax
counsel, adverse U.S. federal income tax law developments related to AT&T
Wireless Group tracking stock occur.

In some instances, we may optionally redeem AT&T Wireless Group tracking
stock, including as a result of an adverse tax law change

Our board of directors may, at any time after either the occurrence of
tax-related events, such as the ones described above, or May 2, 2002, redeem all
outstanding shares of AT&T Wireless Group tracking stock for shares of AT&T
common stock at a 10% premium. We could decide to redeem shares of AT&T Wireless
Group tracking stock at a time when either or both of AT&T common stock and AT&T
Wireless Group tracking stock may be considered to be overvalued or undervalued.
In addition, a redemption at any premium would preclude holders of AT&T Wireless
Group tracking stock from retaining their investment in a security intended to
reflect separately the economic performance of AT&T Wireless Group. It would
also give holders of shares of converted AT&T Wireless Group tracking stock an
amount of consideration that may differ from the amount of consideration a
third-party buyer pays or would pay for all or substantially all of the assets
of the AT&T Wireless Group.
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If we liquidate AT&T, amounts distributed to holders of each class of common
stock may not bear any relationship to the value of the assets attributed to
the groups

Under our charter, we would determine the liquidation rights of the holders
of the respective classes of stock in accordance with each group's respective
market capitalization at the time of liquidation. However, the relative market
capitalization of each group may not correctly reflect the value of the net
assets remaining and attributed to the groups after satisfaction of outstanding
liabilities.

RISK FACTORS RELATING TO THE BUSINESS OF AT&T WIRELESS GROUP

AT&T Wireless Group may substantially increase its debt level in the future,
which could subject it to various restrictions and higher interest costs and
decrease its cash flow and earnings

AT&T Wireless Group may substantially increase its debt level in the
future, which could subject it to various restrictions and higher interest costs
and decrease its cash flow and earnings. It may also be difficult for AT&T
Wireless Group to obtain all the financing it needs to fund its business and
growth strategy on desirable terms. AT&T Wireless Group currently anticipates
requiring substantial additional financing for the foreseeable future to fund
capital expenditures, license purchases and costs and expenses in connection
with funding its operations, domestic and international investments and its
growth strategy and to repay indebtedness and preferred equity owed to or held
by AT&T and affiliated entities at the time of the split-off. As of December 31,
2000, the aggregate amount of this intercompany debt and preferred equity was
approximately $5.4 billion.

AT&T and AT&T Wireless Group are exploring and evaluating the relative
advantages and disadvantages of various funding mechanisms for AT&T Wireless
Services. AT&T Wireless Services recently completed a $6.5 billion long-term
debt offering and entered into bank credit facilities of up to $2.5 billion.
Other funding mechanisms that still may be considered include commercial paper,
and other forms of public and private debt facilities. The decision on debt
composition is dependent on, among other things, the business and financial
plans of AT&T Wireless Services and the market conditions at the time of
financing. The agreements governing this indebtedness may contain financial and
other covenants that could impair the flexibility of AT&T Wireless Services and
restrict its ability to pursue growth opportunities.

AT&T's relationship with DoCoMo contains features that could adversely affect
the financial condition of AT&T Wireless Group or the way in which it conducts
its business

The terms of the DoCoMo investment enable DoCoMo to terminate its
investment and require repayment of its $9.8 billion investment, plus interest,
if AT&T does not complete the split-off of AT&T Wireless Services within a
specified time frame, or if by June 30, 2004 AT&T Wireless Group either fails to
commence service using an agreed technology in at least 13 of the top 50
domestic markets or abandons
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wideband code division multiple access, also known as universal mobile
telecommunications system, as its primary technology for third generation
services. If AT&T must repay DoCoMo's investment before the split-off, AT&T
Wireless Group will fund approximately $6.2 billion, plus interest. After the
split-off, if DoCoMo requires repayment, AT&T Wireless Services will fund the
entire repurchase obligation. If DoCoMo requires repayment of its investment, it
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may also terminate the technology rights provided to AT&T Wireless Group in
connection with its investment.

In addition, if DoCoMo were to exercise its repurchase right as a result of
the failure of the split-off to occur by the specified date and as a consequence
AT&T Wireless Services were to experience a specified ratings downgrade, the
interest rate on AT&T Wireless Services' recent $6.5 billion debt financing
would increase. Also, i1f DoCoMo were to exercise that right, to the extent
DoCoMo is entitled to receive cash, it would make it more difficult for AT&T
Wireless to satisfy certain financial covenants under its recent bank credit
facilities.

Before the split-off, AT&T will need to obtain DoCoMo's consent in order to
undertake a number of business actions relating to AT&T Wireless Group. After
the split-off, AT&T Wireless Services will need to obtain DoCoMo's consent in
order to make any fundamental change in the nature of its business or to allow
another wireless operator to acquire more than 15% but less than 50% of AT&T
Wireless Services' equity. These limitations could prevent AT&T Wireless Group
or AT&T Wireless Services from taking advantage of some business opportunities
or relationships that it might otherwise pursue.

AT&T Wireless Group has substantial capital requirements that it may not be
able to fund

AT&T Wireless Group's strategy and business plan will continue to require
substantial capital, which AT&T Wireless Group may not be able to obtain or to
obtain on favorable terms. A failure to obtain necessary capital would have a
material adverse effect on AT&T Wireless Group, and result in the delay, change
or abandonment of AT&T Wireless Group's development or expansion plans and the
failure to meet regulatory build-out requirements.

AT&T Wireless Group currently estimates that its capital expenditures for
the build out of its networks, including expenditures related to its fixed
wireless operations during 2001, will total approximately $5.5 billion, as
compared to $4.1 billion in 2000. AT&T Wireless Group expects these 2001 capital
expenditure amounts to include approximately $5 billion of mobility expenditures
and approximately $450 million for fixed wireless. AT&T Wireless Group also
expects to incur substantial capital expenditures in future years. The actual
amount of the funds required to finance this network build out and other capital
expenditures may vary materially from management's estimate. AT&T Wireless Group
has entered into various contractual commitments associated with the development
of its third generation strategy totalling approximately $2.1 billion as of the
dates the agreements were executed. These include purchase commitments for
network equipment. Additionally, AT&T Wireless Group anticipates that it will
enter into material purchase commitments in the future.

AT&T Wireless Group also may require substantial additional capital for,
among other uses, acquisitions of providers of wireless services, spectrum
license or system acquisitions, system development and network capacity
expansion. AT&T Wireless Group has also entered into agreements for investments
and ventures which have required or will require substantial capital, including
its agreement to invest $2.6 billion in exchange for a combination of a
non-controlling equity interest in and debt securities issued by Alaska Native
Wireless, which was the successful bidder for licenses costing approximately
$2.9 billion in the recently concluded 1900 megahertz auction. These agreements
also may contain provisions potentially requiring substantial additional capital
in future circumstances, such as allowing the other investors to require AT&T
Wireless Group to purchase assets or investments.
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The actual amount of funds necessary to implement AT&T Wireless Group's
strategy and business plan may materially exceed current estimates, which could
have a material adverse effect on AT&T Wireless Group's financial condition and
results of operations

The actual amount of funds necessary to implement AT&T Wireless Group's
strategy and business plan may materially exceed AT&T Wireless current estimates
in the event of various factors including:

departures from AT&T Wireless Group's current business plan,
- unforeseen delays,

— cost overruns,

- unanticipated expenses,

- regulatory developments,

— engineering design changes, and

technological and other risks.

If actual costs do materially exceed AT&T Wireless Group's current estimates for
these or other reasons, this could have a material adverse effect on AT&T
Wireless Group's financial condition and results of operations.

AT&T Wireless Group's significant network build out requirements may not be
completed as planned

AT&T Wireless Group needs to complete significant remaining build-out
activities, including completion of regulatorily required build-out activities
in some of its existing wireless markets. Failure or delay to complete the build
out of the network and launch operations, or increased costs of this build out
and launch of operations, could have a material adverse effect on the operations
and financial condition of AT&T Wireless Group.

As AT&T Wireless Group continues to build out its network, it must, among
other things, continue to:

- lease, acquire or otherwise obtain rights to a large number of cell and
switch sites,

— obtain zoning variances or other local governmental or third-party
approvals or permits for network construction,

- complete the radio frequency design, including cell site design,
frequency planning and network optimization, for each of its markets,

— complete the fixed network implementation, which includes designing and
installing network switching systems, radio systems, interconnecting
facilities and systems, and operating support systems, and

- expand and maintain customer care, network management, billing and other
financial and management systems.

In addition, over the next several years, AT&T Wireless Group will be
implementing upgrades to its network to access the next generation of digital

technology.

These events may not occur in the time frame AT&T Wireless Group assumes or
that the FCC requires, or at the cost AT&T Wireless Group assumes, or at all.
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Additionally, problems in vendor equipment availability, technical
resources or system performance could delay the launch of new or expanded
operations in new or existing markets or result in increased costs in all
markets. AT&T Wireless Group intends to rely on the services of various
companies that are experienced in design and build out of wireless networks in
order to accomplish its build out schedule. However, AT&T Wireless Group may not
be able to obtain satisfactory contractors on economically attractive terms or
ensure that the contractors obtained will perform as expected.

AT&T Wireless Group's business and operations would be adversely affected if it
fails to acquire adequate radio spectrum in FCC auctions or through other
transactions

AT&T Wireless Group's domestic business depends on the ability to use
portions of the radio spectrum licensed by the FCC. AT&T Wireless Group could
fail to obtain sufficient spectrum capacity in
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new and existing markets, whether through FCC auctions or other transactions, in
order to meet the expanded demands for existing services, as well as to enable
development of third generation services. This type of a failure would have a
material adverse impact on the quality of AT&T Wireless Group's services and its
ability to roll out such future services in certain markets. AT&T Wireless Group
intends to continue to acquire more spectrum through a combination of
alternatives, including participation in spectrum auctions, purchase of spectrum
licenses from companies that own them or purchase of these companies outright.

As required by law, the FCC periodically conducts auctions for licenses to
use certain parts of the radio spectrum. The decision to conduct auctions, and
the determination of what spectrum frequencies will be made available for
auction, are provided for by laws administered by the FCC. The FCC may not
allocate spectrum sufficient to meet the demands of all those wishing to obtain
licenses. Even if the FCC conducts further auctions in the future, AT&T Wireless
Group may not be successful in those future auctions in obtaining the spectrum
that it believes 1is necessary to implement its business and technology
strategies.

AT&T Wireless Group may also seek to acquire radio spectrum through
purchases and swaps with other spectrum licensees or otherwise, including by
purchases of other licensees outright. However, AT&T Wireless Group may not be
able to acquire sufficient spectrum through these types of transactions, and it
may not be able to complete any of these transactions on favorable terms.

See "Business of AT&T Wireless Group —-- Regulatory Environment" for
additional information regarding the licensed radio frequency spectrum and the
regulatory environment in which we operate.

AT&T Wireless Group's business and operations could be hurt if it is unable to
establish new affiliates to expand its digital network or if its existing or
any new affiliates do not or cannot develop their systems in a manner
consistent with AT&T Wireless Group's

In order to accelerate the build out of widescale coverage of the United
States by a digital mobile wireless network operating on the technical standards
AT&T Wireless Group has adopted, AT&T Wireless Group has entered into
affiliation agreements with other entities that provide wireless service or hold
spectrum licenses. Through contractual arrangements between AT&T Wireless Group
and these affiliates, AT&T Wireless Group's customers are able to obtain service
in the affiliates' territories, and the affiliates' customers are able to obtain
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service in AT&T Wireless Group's territory. In all markets where these
affiliates operate, AT&T Wireless Group 1s at risk because it does not control
the affiliates. As a result, these affiliates are not obligated to implement
AT&T Wireless Group's third generation strategy. AT&T Wireless Group's ability
to provide service on a nationwide level and to implement its third generation
strategy would be adversely affected if these affiliates decide not to
participate in the further development of AT&T Wireless Group's digital network.

AT&T Wireless Group may establish additional affiliate relationships to
accelerate build-out of its digital mobile network. If AT&T Wireless Group is
unable to establish such affiliate relationships, or if any such affiliates are
unable or do not develop their systems in a manner consistent with AT&T Wireless
Group's network, AT&T Wireless Group's ability to service its customers and
expand the geographic coverage of its digital network could be adversely
affected.

If the FCC denies Alaska Native Wireless' application to acquire licenses for
which it was the successful bidder in the recent spectrum auction, or, in the
future, revokes licenses awarded to Alaska Native Wireless, AT&T Wireless
Group's ability to implement its third generation strategy could be adversely
affected or AT&T Wireless Group could become obligated to repurchase other
investors' interests in Alaska Native Wireless

AT&T Wireless Group has agreed to invest $2.6 billion in exchange for a
combination of a non-controlling equity interest in and debt securities issued
by Alaska Native Wireless, which was the successful bidder for licenses costing
approximately $2.9 billion in the recently concluded 1900 megahertz auction. One
auction participant has challenged the qualifications of Alaska Native Wireless
to acquire "closed" licenses, which constituted most of the licenses for which
Alaska Native Wireless was the
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successful bidder. If the FCC determines that Alaska Native Wireless was not
qualified, the FCC could refuse to grant Alaska Native Wireless the closed
licenses. If this occurs, it could have a significant adverse impact on AT&T
Wireless Group's ability to provide or enhance services in key new and existing
markets.

The trustee in the Chapter 11 bankruptcy proceeding of NextWave Telecom,
Inc. and the unsecured creditors of NextWave have commenced litigation relating
to the 1900 megahertz auction that could delay the grant of licenses to
successful bidders and cause Alaska Native Wireless to postpone the development
and use of any licenses awarded to it. This litigation could result in a delay
of in the grant of licenses to successful bidders or revocation of any licenses,
including those won or acquired by Alaska Native Wireless. If this occurs, it
could have a significant adverse impact on AT&T Wireless Group's plans to
provide or enhance services in key new and existing markets.

In specified circumstances, if a winning bid of Alaska Native Wireless in
the recently concluded 1900 megahertz spectrum auction is rejected or if any
license granted to it is revoked, AT&T Wireless Group would become obligated to
compensate other investors for making capital available to the venture. In
specified circumstances, if the grant of those licenses is challenged, AT&T
Wireless Group may be obligated to purchase the interests of other investors.

If AT&T Wireless Group 1s unable to reach agreement with Alaska Native
Wireless regarding the development and use of licenses for which it was the
successful bidder in the recent spectrum auction, AT&T Wireless Group's
ability to implement its third generation strategy may be adversely affected
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AT&T Wireless Group has not reached any agreements with Alaska Native
Wireless as to whether it will participate in AT&T Wireless Group's digital
mobile wireless network. Alaska Native Wireless is not obligated to use or
develop any spectrum it acquires in a manner which will further, or be
consistent with, AT&T Wireless Group's strategic objectives, although Alaska
Native Wireless is obligated to use technology that is compatible and
interoperable with AT&T Wireless Group's digital mobile wireless network. If
Alaska Native Wireless does not enter into agreements with AT&T Wireless Group
regarding the use and development of this spectrum similar to those AT&T
Wireless Group has entered into with its affiliates for its existing networks,
it could have a material adverse impact on the timing and cost of implementing
AT&T Wireless Group's third generation strategy.

Potential acquisitions may require AT&T Wireless Group to incur substantial
additional debt and integrate new technologies, operations and services, which
may be costly and time consuming

An element of AT&T Wireless Group's strategy is to expand its network,
which AT&T Wireless Group may do through the acquisition of licenses, systems
and wireless providers. These acquisitions may cause AT&T Wireless Group to
incur substantial additional indebtedness to finance the acquisitions or to
assume indebtedness of the entities that are acquired. In addition, AT&T
Wireless Group may encounter difficulties in integrating those acquired
operations into its own operations, including as a result of different
technologies, systems, services or service offerings. These actions could prove
costly or time consuming or divert management's attention from other business
matters.

Failure to develop future business opportunities may have an adverse effect on
AT&T Wireless Group's growth potential

AT&T Wireless Group intends to pursue a number of new growth opportunities,
which involve new services for which there are no proven markets. In addition,
the ability to deploy and deliver these services relies, in many instances, on
new and unproven technology. AT&T Wireless Group's existing technology may not
perform as expected and that AT&T Wireless Group may not be able to successfully
develop new technology to effectively and economically deliver these services.

In addition, these opportunities require substantial capital outlays and
spectrum availability to deploy on a large scale. This capital or spectrum may
not be available to support these services.

Furthermore, each of these opportunities entails additional specific risks.
For example, the delivery of fixed wireless services requires AT&T Wireless
Group to provide installation and maintenance services,
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which the AT&T Wireless Group has never provided previously. This will require
AT&T Wireless Group to hire, employ, train and equip technicians to provide
installation and repair in each market served, or rely on subcontractors to
perform these services. AT&T Wireless Group may not be able to hire and train
sufficient numbers of qualified employees or subcontract these services, or do
so on economically attractive terms. The success of wireless data services, on
the other hand, is substantially dependent on the ability of others to develop
applications for wireless devices and to develop and manufacture devices that
support wireless applications. These applications or devices may not be
developed or developed in sufficient quantities to support the deployment of
wireless data services.

These services may not be widely introduced and fully implemented at all or
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in a timely fashion. These services may not be successful when they are in
place, and customers may not purchase the services offered. If these services
are not successful or costs associated with implementation and completion of the
roll out of these services materially exceed those currently estimated by AT&T
Wireless Group, AT&T Wireless Group's financial condition and prospects could be
materially adversely affected.

AT&T Wireless Group faces substantial competition

There is substantial competition in the wireless telecommunications
industry. AT&T Wireless Group expects competition to intensify as a result of
the entrance of new competitors and the development of new technologies,
products and services. Other two-way wireless providers, including other
cellular and personal communications services, operators and resellers, serve
each of the markets in which AT&T Wireless Group competes.

A majority of markets will have five or more commercial mobile radio
service providers, and all of the top 50 metropolitan markets have at least
four, and in some cases as many as seven or more, facilities-based wireless
service providers offering wireless services on cellular, personal
communications services or specialized mobile radio frequency. Competition also
may increase to the extent that smaller, stand-alone wireless providers transfer
licenses to larger, better capitalized and more experienced wireless providers.

Market prices for wireless services may decline in the future

AT&T Wireless Group anticipates that market prices for two-way wireless
services generally will decline in the future due to increased competition. We
expect significant competition among wireless providers, including from new
entrants, to continue to drive service and equipment prices lower. AT&T Wireless
Group also expects that there will be increases in advertising and promotional
spending, along with increased demands on access to distribution channels.

All of this may lead to greater choices for customers, possible consumer
confusion, and increasing movement of customers between competitors, which we
refer to as "churn." AT&T Wireless Group may also adopt customer policies or
programs to be more competitive, including credit policies, which policies or
programs may also affect churn. AT&T Wireless Group's ability to compete
successfully also will depend on marketing, and on its ability to anticipate and
respond to various competitive factors affecting the industry, including new
services, changes in consumer preferences, demographic trends, economic
conditions and discount pricing strategies by competitors.

Consolidation in the wireless communications industry may adversely affect
AT&T Wireless Group

The wireless communications industry has been experiencing significant
consolidation and AT&T Wireless Group expects that this consolidation will
continue. The previously announced mergers or joint ventures of Bell Atlantic
Corporation/GTE Corporation/Vodafone AirTouch, now called Verizon, and
SBC/BellSouth, now called Cingular, have created large, well-capitalized
competitors with substantial financial, technical, marketing and other resources
to respond to AT&T Wireless Group's offerings. In addition, in July 2000,
VoiceStream Communications and Deutsche Telekom publicly announced a planned
merger.

These mergers or ventures have caused AT&T Wireless Group's ranking to
decline to third in U.S. revenue and U.S. subscriber share. In terms of U.S.
population covered by licenses, AT&T Wireless Group, including partnerships and

affiliates, ranks third. As a result, these competitors may be able to offer
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nationwide services and plans more quickly and more economically than AT&T
Wireless Group, to obtain roaming rates that are more favorable than those
obtained by AT&T Wireless Group, and may be better able to respond to offers of
AT&T Wireless Group.

Significant changes in the wireless industry could materially adversely affect
AT&T Wireless Group

The wireless communications industry is experiencing significant
technological change. This change includes the increasing pace of digital
upgrades in existing analog wireless systems, evolving industry standards,
ongoing improvements in the capacity and quality of digital technology, shorter
development cycles for new products, enhancements and changes in end-user needs
and preferences and increased importance of data and broadband capabilities.

The pace and extent of customer demand may not continue to increase, and
airtime and monthly recurring charges may continue to decline. As a result, the
future prospects of the industry and of AT&T Wireless Group and the success of
its competitive services remain uncertain. Also, alternative technologies may
develop for the provision of services to customers that may provide wireless
communications service or alternative service superior to that available from
AT&T Wireless Group. Technological developments may therefore materially
adversely affect AT&T Wireless Group.

Termination or impairment of AT&T Wireless Group's relationship with a small
number of key suppliers could adversely affect AT&T Wireless Group's revenues
and results of operations

AT&T Wireless Group has developed relationships with a small number of key
vendors, including Nokia Mobile Phones, Inc., Telefonaktiebolaget LM Ericsson,
Mitsubishi Corporation and Motorola, Inc. for its supply of wireless handsets,
Lucent Technologies, Inc., Nortel Networks, Inc., Ericsson and Nokia Networks,
Inc. for its supply of telecommunications infrastructure equipment and Convergys
Information Management Group for its billing services. AT&T Wireless Group does
not have operational or financial control over its key suppliers, and has
limited influence with respect to the manner in which these key suppliers
conduct their businesses. If these key suppliers were unable to honor their
obligations to AT&T Wireless Group, it could disrupt the business of AT&T
Wireless Group and adversely impact its revenues and results of operations.

AT&T Wireless Group's technology may not be competitive with other
technologies or be compatible with next generation technology

There are three existing digital transmission technologies, none of which
is compatible with the others. AT&T Wireless Group selected time division
multiple access technology for its second generation network because it believes
that this technology offers several advantages over other second generation
technologies. However, a number of other wireless service providers chose code
division multiple access or global system for mobile communications as their
digital wireless technology. For its path to the next generation technology,
AT&T Wireless Group has chosen a global system for mobile communications
platform to make available enhanced data services using general packet radio
service technology, and third generation capabilities using enhanced data rates
for global evolution and ultimately universal mobile telecommunications systems
technologies.

These technologies may not provide the advantages AT&T Wireless Group
expects. Other wireless providers have chosen a competing wideband technology as
their third generation technology. If the universal mobile telecommunications
systems does not gain widespread acceptance, it would materially adversely
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affect the business, financial condition and prospects of AT&T Wireless Group.

As AT&T Wireless Group implements its plans for deployment of technology
for third generation capabilities, it will continue to incur substantial costs
associated with maintaining its time division multiple access networks. Also,
these networks are not compatible, and customers with phones that operate on one
network will not initially be able to use those phones on the other network.
There are risks inherent in the development of new third generation equipment
and AT&T Wireless Group may face unforeseen costs, delays or problems that may
have a material adverse affect.
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AT&T Wireless Group relies on favorable roaming arrangements, which it may be
unable to continue to obtain

AT&T Wireless Group may not continue to be able to obtain or maintain
roaming agreements with other providers on terms that are acceptable to it. AT&T
Wireless Group's customers automatically can access another provider's analog
cellular or digital system only if the other provider allows AT&T Wireless
Group's customers to roam on its network. AT&T Wireless Group relies on
agreements to provide roaming capability to its customers in many areas of the
United States that AT&T Wireless Group's network does not serve. Some
competitors, because of their call volumes or their affiliations with, or
ownership of, wireless providers, however, may be able to obtain roaming rates
that are lower than those rates obtained by AT&T Wireless Group.

In addition, the quality of service that a wireless provider delivers
during a roaming call may be inferior to the quality of service AT&T Wireless
Group or an affiliated company provides, the price of a roaming call may not be
competitive with prices of other wireless providers for such call, and AT&T
Wireless Group's customer may not be able to use any of the advanced features,
such as voicemail notification, that the customer enjoys when making calls
within AT&T Wireless Group's network. Finally, AT&T Wireless Group may not be
able to obtain favorable roaming agreements for its third generation products
and services that it intends to offer using the technologies it plans to deploy
for interim enhanced data and third generation services.

AT&T Wireless Group's business is seasonal and it depends on fourth quarter
results, which may not continue to be strong

The wireless industry, including AT&T Wireless Group, has experienced a
trend of generating a significantly higher number of customer additions and
handset sales in the fourth quarter of each year as compared to the other three
fiscal quarters. A number of factors contribute to this trend, including the
increasing use of retail distribution, which is dependent upon the year-end
holiday shopping season, the timing of new product and service announcements and
introductions, competitive pricing pressures, and aggressive marketing and
promotions.

Strong fourth quarter results for customer additions and handset sales may
not continue for the wireless industry or for AT&T Wireless Group. In the
future, the number of customer additions and handset sales for AT&T Wireless
Group in the fourth quarter could decline for a variety of reasons, including
AT&T Wireless Group's inability to match or beat pricing plans offered by
competitors, failure to adequately promote AT&T Wireless Group's products,
services and pricing plans, or failure to have an adequate supply or selection
of handsets. If in any year fourth quarter results fail to significantly improve
upon customer additions and handset sales from the year's previous quarters,
this could adversely impact AT&T Wireless Group's results for the following
year.
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Media reports have suggested radio frequency emissions may be linked to
various health concerns and interfere with various medical devices and AT&T
Wireless Group may be subject to potential litigation relating to these health
concerns

Media and other reports have linked radio frequency emissions from wireless
handsets to various health concerns, including cancer, and to interference with
various electronic medical devices, including hearing aids and pacemakers. These
concerns over radio frequency emissions may discourage the use of wireless
handsets or expose AT&T Wireless Group to potential litigation, which could have
a material adverse effect on AT&T Wireless Group's results of operations.
Additionally, research and studies are ongoing, and may demonstrate a link
between radio frequency emissions and health concerns.

The operations of AT&T Wireless Group are subject to government regulation,
which regulation could have adverse effects on its business

The licensing, construction, operation, sale, resale and interconnection
arrangements of wireless communications systems are regulated to varying degrees
by the FCC, and, depending on the jurisdiction, state and local regulatory
agencies. These regulations may include, among other things, required service
features and capabilities, such as number portability or emergency 911 service.
In addition, the FCC,
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together with the U.S. Federal Aviation Administration, regulates tower marking
and lighting. Any of these agencies having jurisdiction over AT&T Wireless
Group's business could adopt regulations or take other actions that could
adversely affect the business of AT&T Wireless Group.

FCC licenses to provide wireless services or personal communications
services are subject to renewal and revocation. There may be competition for
AT&T Wireless Group's licenses upon their expiration and we cannot assure you
that the FCC will renew them. FCC rules require all wireless and personal
communications services licensees to meet specified build-out requirements. AT&T
Wireless Group may not be able to meet these requirements in each market.
Failure to comply with these requirements in a given license area could result
in revocation or forfeiture of AT&T Wireless Group's license for that license
area or the imposition of fines on AT&T Wireless Group by the FCC.

State and local legislation restricting or prohibiting wireless phone use
while driving could cause subscriber usage to decline

Some state and local legislative bodies have proposed legislation
restricting or prohibiting the use of wireless phones while driving motor
vehicles. Similar laws have been enacted in other countries, and, to date, a
small number of communities in the United States have passed restrictive local
ordinances. If laws are passed prohibiting or restricting the use of wireless
phones while driving, it could have the effect of reducing subscriber usage,
which could cause a material adverse effect on AT&T Wireless Group's results of
operations.

AT&T Wireless Group may be subject to potential litigation relating to the use
of wireless phones while driving

Some studies have indicated that some aspects of using wireless phones
while driving may impair drivers' attention in certain circumstances, making
accidents more likely. These concerns could lead to potential litigation
relating to accidents, deaths or serious bodily injuries, which also could have
material adverse effects on AT&T Wireless Group's results of operations.
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RISK FACTORS RELATING TO AT&T'S BUSINESS

In making your decision as to whether or not to exchange shares of AT&T
common stock for AT&T Wireless Group tracking stock in this exchange offer, you
should consider that AT&T's businesses other than AT&T Wireless Group also face
a number of risks and uncertainties. As a result, ownership of shares of AT&T
common stock involves a number of risks. Additional information about these
risks is set forth below and in AT&T's filings with the SEC which we incorporate
into this document by reference. See "Where You Can Find More Information."

AT&T's business units face intense competitive pressures
Communications Services

AT&T currently faces significant competition in each of its consumer and
business communications services business units and expects that the level of
competition in each of these businesses will continue to increase. In each of
these units, AT&T faces competition from numerous other national and regional
domestic and international companies, some of which have advantages over AT&T.

Competitive conditions create a risk of market share loss and the risk that
customers shift to less profitable, lower margin services. Competitive pressures
also create challenges for AT&T's ability to grow new businesses or introduce
new services successfully and execute on its business plan, including, most
significantly, the ability to purchase fairly priced access services. Each of
these business units faces the risk of potential price cuts by its competitors
that could materially adversely affect both market share and margins. We believe
that it is unlikely that we will sustain existing price or margin levels.

These business units also face the risk of increasing competition from
entities that own their own access facilities, including entities that have
access facilities across vast regions of the United States with the ability to
control cost, cycle time and functionality for most end-to-end services in their
regions. These entities can preserve large market share and high margins on
access services as they enter new markets, including long distance and
end-to-end services. This places them in a superior position vis—-a-vis AT&T
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and other competitors which must purchase such high margin access services.
Additionally, each of these business units may initiate price cuts in order to
seek to retain market share or to seek to slow decline of market share.

The cost structure of AT&T's business units also affects its
competitiveness. Each of these business units faces the risk that it will not be
able to maintain a competitive cost structure if newer technologies favor newer
competitors who do not have legacy infrastructure and as technology substitution
continues. Each of these units' ability to make critical investments to improve
cost structure may also be impaired by AT&T's current significant debt
obligations.

Broadband Services

AT&T also faces competitive risks in its Broadband Services business. These
risks include the growth of satellite services, regional bell operating
companies services and/or companies providing digital subscriber lines which
compete directly for customers in most markets. They also include the emergence
of new combinations, such as AOL Time Warner, which seek both to commoditize
cable access and provide their own differentiated product, and escalating costs
for programming and other areas which may materially adversely affect margins.
In addition, AT&T's Broadband Services business faces risks relating to the
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acceptance and costs of potential new services.

The regulatory and legislative environment creates challenges for AT&T's
business units

Communications Services

Each of AT&T's consumer and business communications services business units
faces the risk of the impact of the implementation of current regulations and
legislation, unfavorable changes in regulation or the introduction of new
onerous regulation. These risks include the impact of the following:

- current law has been implemented in a manner which has not allowed
effective entry into local markets due to non-competitive pricing of
access and local service and regional bell operating company systems that
do not permit rapid large-scale customer changes from the regional bell
operating companies to new service providers, and

- AT&T faces new head-on competition as regional bell operating companies
begin to enter the long distance business.

At present, AT&T does not believe that many market entry rules have been
applied or enforced to allow the economic viability of the various local market
access alternatives or effective large scale management of customers. Further,
few facilities-based competitors to the regional bell operating companies have
emerged and there is no significant alternate source of supply for most access
and local services. One consequence of this is that AT&T remains ultimately
dependent on the regional bell operating companies for supply as regional bell
operating companies still represent substantially all of the access and still
control, cost cycle times, and functionality.

This dependency on supply adversely impacts both AT&T's cost structure and
its ability to create and market desirable and competitive end-to-end products
for customers. Absent more effective application of rules and regulations, the
regional bell operating companies will be well-positioned to deter new entrants
to local service.

In addition, regional bell operating companies will be entering the long
distance business while they still control substantially all the access
facilities in their regions. This will likely result in an increased level of
competition for long distance or end-to-end services as the services offered by
regional bell operating companies expand.

Broadband Services

In the case of broadband services, the possibility of forced open access
for cable plant resulting in the commodization of high-speed data on cable could
materially adversely affect AT&T's business. Also, further cable regulation
regarding pricing, ownership limitations and other matters could impede growth
or raise costs.
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New legislation and/or new regulation may increase competition

In addition, there is the possibility that either new regulations or new
legislation will further erode the rules that apply to many of our largest
competitors and suppliers, including the regional bell operating companies.
These changes could give these companies more streamlined regulations that apply
to their access services. These changes could also exclude services, so-called
"advanced" or data services, from the market-opening rules of the applicable
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legislation. The consequences of these changes could be to accelerate head-on
competition against AT&T from the regional bell operating companies in both the
communications services and broadband units.

AT&T may be adversely affected by its increased overall debt levels

AT&T currently is pursuing various measures to seek to reduce its debt
level. However, if these efforts cannot be completed successfully or at levels,
on the terms and within the time frame contemplated, or if AT&T's liquidity
needs increase as a result of further revenue or margin deterioration, AT&T's
financial condition would be materially adversely affected. AT&T would be
materially adversely affected by a weakening of the overall market for corporate
credit or ratings downgrades. AT&T's current debt level itself may materially
adversely affect the company and each of its business units by impairing its
financial flexibility, its ability to pursue acquisitions or make capital
expenditures and by otherwise impacting investment decisions that could
materially impair each unit's growth and ability to compete.

AT&T may not be able to obtain financing on terms that are acceptable to
it. AT&T's debt ratings have been under review by rating agencies. As a result
of this review, AT&T's ratings have been either downgraded and/or put on credit
watch with negative outlook. These actions will result in an increased cost of
future borrowings and can limit access to financing. AT&T's failure to complete
the restructuring plan as contemplated may impact its liquidity.

At December 31, 2000, AT&T had total indebtedness of approximately $65
billion, with the short term portion of that at $31.9 billion. AT&T's ability to
meet these obligations depends upon its credit ratings, market conditions and
business results. AT&T continues to investigate and negotiate other financing
alternatives including the monetization of publicly held securities, sales of
certain non-strategic assets and investments, and securitization of certain
accounts receivable, as well as a $6.5 billion debt offering by AT&T Wireless
Services in the first quarter 2001. AT&T has increased its $10 billion line of
credit to $25 billion, which was subsequently reduced to $18.3 billion following
the DoCoMo investment and the AT&T Wireless Services debt offering. In addition,
AT&T plans to retire a portion of the short-term debt with all or a part of the
funds from a planned 2001 offering of a security intended to reflect the
financial performance and economic value of AT&T's Broadband unit, although that
offering may not occur as expected.

AT&T may be adversely affected by further ratings downgrades

AT&T's senior debt ratings and two of its short-term debt ratings were
reduced in late 2000 by Standard & Poor's Rating Services to A and Al; by
Moody's Investors Service, Inc. to A2 and Pl; and by Fitch, Inc. to A- and F1.
Both AT&T's short-term and long-term ratings remain under review for further
downgrade at Standard & Poor's and Moody's Investors Service.

Late last year, AT&T initiated a debt reduction plan, against which it has
continued to make progress. However, at the same time, AT&T has seen
deterioration in the results of its core communication services businesses. It
is unclear as to how the rating agencies will balance these developments in
their ratings assessment, but there is a material risk that AT&T could be
further downgraded. We expect to review with the rating agencies in the near
future the financial results and long-term financial projections of the AT&T
businesses to be separated. A ratings action could occur in advance of the
meetings, during the meeting period, or following the meetings.

If AT&T were to be further downgraded, access to capital could be disrupted
and the cost of capital would likely increase. AT&T has access to the commercial
paper market today which is sufficient to satisfy its short-term borrowing
needs. In the event of a further short-term rating downgrade or downgrades, the
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level of issuance capacity available to AT&T would likely contract and could be
exceeded
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by our short-term borrowing needs. In this case, AT&T could access the $25
billion bank credit facility put in place on December 28, 2000 to serve as a
commercial paper back-up source of liquidity. The $25 billion bank credit
facility was reduced to $18.3 billion during March 2001 as we made progress in
our deleveraging efforts. The cost of any short-term borrowing under the bank
facility would likely be higher than the cost of commercial paper borrowings for
AT&T today, and could be even higher depending upon market conditions. In
addition, the access to this bank facility extends only until December 28, 2001
and could be reduced to as low as $10 billion if we continue to make progress in
our deleveraging efforts. To the extent that the combined outstanding short-term
borrowings under the bank credit facility and AT&T's commercial paper program
were to exceed the market capacity for such borrowings at the expiration of the
bank credit facility, AT&T's continued liquidity would depend upon our ability
to reduce such short-term debt through a combination of capital market
borrowings, asset sales, operational cash generation, capital expenditure
reduction and other means. Our ability to achieve such objectives is subject to
a risk of execution and such execution could materially impact AT&T's
operational results. In addition, the cost of any capital market financing could
be significantly in excess of AT&T's historical financing costs. Also, AT&T
could suffer negative banking, investor, and public relations repercussions if
we were to draw upon the bank facility, which is intended to serve as a back-up
source of liquidity only. Such impacts could cause further deterioration in our
cost and access to capital.

Furthermore, according to the terms of the bank credit facility, AT&T's
ability to split off AT&T Wireless Group is contingent upon AT&T's senior debt
rating, as determined by Standard and Poor's and Moody's Investors Service, not
falling below BBB+ and Baal, respectively. Failure to split off AT&T Wireless
Group by early 2002 would permit DoCoMo to elect to require AT&T to repurchase
its interest in AT&T for an aggregate purchase price of $9.8 billion plus a
predetermined rate of interest, which could further limit the availability and
increase the cost of financing.

AT&T may not be able to attract and retain management

AT&T's business units face other risks, including risks related to the
difficulties in attracting, retaining and motivating key employees, particularly
in the consumer and business communications services units. There is also a risk
that it will be more difficult to attract, retain and motivate key employees as
growth declines and opportunities and compensation become limited and after the
restructuring is completed as desired hires may be less interested in working
for smaller companies.

AT&T faces uncertainty in connection with possible strategic transactions

AT&T from time to time explores strategic alternatives with respect to some
of its assets and businesses and may engage in discussions or negotiations with
third parties regarding these possible transactions.

For example, AT&T owns an approximately 25.5% interest in Time Warner
Entertainment, L.P., which AT&T has previously announced it intends to divest.
This interest is not part of or allocated to the AT&T Wireless Group. On
February 28, 2001, AT&T exercised registration rights it has under the Time
Warner Entertainment partnership agreement, to have Time Warner Entertainment
reconstitute itself as a corporation and then to register up to AT&T's full
interest for sale in an initial public offering. Under the Time Warner
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Entertainment partnership agreement, Time Warner Entertainment may determine not
to effect a public offering but instead to allow AT&T certain put rights to have
Time Warner Entertainment buy back the shares that would have been sold in such
an offering at an appraised price. AT&T is simultaneously pursuing discussions
with AOL Time Warner concerning alternative potential arrangements for the
redemption of AT&T's partnership interest in Time Warner Entertainment as well
as certain commercial arrangements with AOL Time Warner. We cannot tell you
whether these discussions will continue, whether any of these transactions will
be completed or the timing or terms of any of these transactions.

AT&T and British Telecommunications are equal owners of the Concert global
joint venture which serves the communications needs of multinational companies
and the international calling needs of businesses around the world. AT&T and
British Telecommunications are currently engaged in discussions with respect to
a variety of strategic alternatives to their Concert joint venture. These
include a
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restructuring of the Concert joint venture, a transaction involving all or
portions of AT&T's and British Telecommunications' business communications
services units or other business structures or combinations. We cannot tell you
whether these discussions will continue, whether any of these transactions, or
other transactions, will be completed, or the timing or terms of any possible
transaction.

RISK FACTORS RELATING TO AT&T'S RESTRUCTURING PLAN

AT&T's restructuring plan requires fundamental changes to AT&T and AT&T's
businesses, including AT&T Wireless Group, that may be hard to implement

If we complete AT&T's restructuring plan, each of AT&T's four businesses
will need to make changes in its operations that will require substantial effort
and involve substantial risks and costs. If any of these businesses is unable to
make this transition smoothly or is not able to operate as effectively after the
restructuring, the financial position and results of operations of that business
could suffer and cause the trading value of securities intended to reflect the
financial performance and economic value of that business to decline materially.

The total value of the securities issued in AT&T's restructuring plan might be
less than the value of AT&T common stock without that plan

If we complete AT&T's restructuring plan as we currently contemplate,
holders of AT&T common stock who do not tender and exchange all of their shares
into this exchange offer or otherwise dispose of those shares of AT&T common
stock eventually will receive securities issued by or intended to reflect the
financial performance and economic value of four businesses: AT&T Business
Services, AT&T Consumer Services, AT&T Broadband and AT&T Wireless Services. The
aggregate value of these shares could be less than what the value of AT&T common
stock would be without AT&T's restructuring. The trading price of AT&T common
stock may decline as a result of the implementation of AT&T's restructuring plan
or as a result of other factors.

If we complete the restructuring, these new securities will begin trading
publicly for the first time. Until orderly trading markets develop for each of
these new securities, and after that time as well, there may be significant
fluctuations in price. Also, we have not yet determined many of the details of
AT&T's restructuring plan and these details could materially adversely impact
the value of AT&T common stock or AT&T Wireless Group tracking stock.

If we do not complete AT&T's restructuring plan as we plan, there may be
adverse consequences to AT&T and AT&T Wireless Group
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AT&T's restructuring plan is complicated, and involves a substantial number
of steps and transactions. The implementation of AT&T's restructuring plan will
require various approvals and be subject to various conditions, including IRS
rulings. In addition, future financial conditions, superior alternatives or
other factors may arise or occur that make it inadvisable to proceed with part
or all of AT&T's restructuring plan. In addition, other events or circumstances,
including litigation, could occur that could affect the timing or terms of the
restructuring, or our ability to or plans to complete it.

If we are unable to complete AT&T's restructuring plan as we expect, or the
implementation of AT&T's restructuring plan is more complex than we expect, this
could have a material adverse effect on AT&T, its business or the trading prices
of its securities. Any or all of the elements of AT&T's restructuring plan may
not occur as we currently expect or in the time frames that we currently
contemplate, or at all. Alternative forms of restructuring, including sales of
interests in these businesses, would reduce what is available for distribution
to shareholders in the restructuring.

AT&T's restructuring may adversely impact the competitive position of AT&T's
business units

In connection with the restructuring, there is a risk that AT&T's separated
business units may not be able to create effective intercompany agreements to
facilitate effective cost sharing or to maintain or enter into arrangements for
combining their respective services in customer offerings or other forms of
bundling arrangements. Competition between AT&T's units in overlapping markets,
including the consumer markets where cable telephone, fixed wireless, and
digital subscriber line solutions may all be available at the same
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time, although generally not all under the AT&T brand, could result in more
downward price pressure. It is expected that the different businesses and
companies will share the AT&T brand after the restructuring, which will likely
increase this level of competition. In addition, any incremental costs
associated with implementing AT&T's restructuring plan may materially adversely
affect the different businesses and companies.

RISK FACTORS RELATING TO THE SPLIT-OFF
Shareholders will not have a vote on the split-off of AT&T Wireless Services

AT&T plans to complete the split-off without AT&T Wireless Services
shareholder approval. In deciding whether or not to tender in this exchange
offer, you should consider the risks related to the split-off because you will
not be able to vote on the split-off. Also, because AT&T's failure to complete
the split-off in the time frame contemplated may materially adversely affect
AT&T Wireless Group and the value of the AT&T Wireless Group tracking stock, you
should also consider the risks related to the failure to complete the split-off
in deciding whether or not to tender.

AT&T's intention to retain $3 billion of AT&T Wireless Services' common stock
for sale, exchange or monetization after the split-off could adversely affect
the market price of AT&T Wireless Services common stock

AT&T currently intends to retain $3 billion of shares of AT&T Wireless
Services for its own account for sale, exchange or monetization within six
months of the split-off, subject to a satisfactory IRS ruling. If AT&T does so,
the sale of these shares could adversely affect the market price of AT&T
Wireless Services common stock. In addition, AT&T's retention of these shares

49



Edgar Filing: AT&T CORP - Form S-4/A

would reduce the number of shares of AT&T Wireless Services that we would
distribute to holders of AT&T common stock in the split-off.

If we do not complete the split-off as we plan, there may be adverse
consequences to AT&T and AT&T Wireless Group

We intend to separate AT&T Wireless Group from AT&T in the middle of 2001,
but the split-off is subject to a number of conditions. We must obtain a
favorable IRS ruling, which we may not receive. In addition, AT&T's credit
facility includes as conditions to the split-off that it maintain a public debt
rating for its long-term senior debt of at least BBB+ by Standard & Poor's
Rating Services and Baal by Moody's Investors Services, Inc. and that AT&T
Wireless Group repay intercompany obligations to AT&T, including debt and
preferred equity, which totaled $5.4 billion as of December 31, 2000. See "The
Split-Off —-- Separation and Distribution Agreement" for a further description of
these conditions. In order to facilitate the receipt of the IRS ruling, we have
undertaken a reorganization of our business structure which requires receipt of
various local franchise regulatory approvals. While we currently intend to
complete the split-off, we may not be able to satisfy these conditions to the
split-off. Even if we do satisfy these conditions, other events or
circumstances, including litigation, could occur that could affect the timing or
terms of the split-off or our ability or plans to complete the split-off. As a
result of these factors, the split-off may not occur and, if it does occur, it
may not occur on the terms or in the manner described, or in the time frame
contemplated. In this event, there may be adverse consequences, such as the
obligation to repurchase DoCoMo's investment in AT&T, or limits on AT&T Wireless
Group's capital funding as we describe below.

If we do not complete the split-off by early 2002 or if AT&T Wireless Group
does not meet specified technology benchmarks, AT&T or AT&T Wireless Services
may have to repurchase DoCoMo's $9.8 billion investment

In connection with DoCoMo's investment in AT&T, AT&T has agreed, if DoCoMo
so elects, to repurchase DoCoMo's interest in AT&T for an aggregate purchase
price of $9.8 billion plus a predetermined interest rate if AT&T does not
complete the split-off of AT&T Wireless Group by January 1, 2002, or March 15,
2002 if AT&T is trying to obtain an IRS ruling, or if by June 30, 2004 AT&T
Wireless Group either fails to commence service using an agreed technology in at
least 13 of the top 50 domestic markets or abandons wideband code division
multiple access as its primary technology for
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third generation services. Before the split-off, AT&T Wireless Group would be
required to fund its proportionate share, consisting of $6.2 billion plus
interest. After the split-off, AT&T Wireless Services would be required to fund
the entire repurchase obligation, with AT&T being secondarily liable for $3.6
billion plus interest if AT&T Wireless Services 1s unable to satisfy the entire
obligation. For more information, please see "DoCoMo Strategic Investment".

If we do not complete the split-off, AT&T Wireless Group may not be able to
meet its substantial capital needs that are key to its business strategy

AT&T's desire to reduce debt levels and maintain its overall credit rating
limits the ability of each of AT&T's business units, including AT&T Wireless
Group, to incur substantial indebtedness. As a result, if the split-off does not
occur in the time frame contemplated, and AT&T does not otherwise succeed in
deleveraging by disposition of assets and other debt restructuring, AT&T
Wireless Group may face significant capital constraints. These constraints would
make it difficult for AT&T Wireless Group to continue to pursue its growth
strategy in a capital intensive and highly competitive industry, including by
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making it necessary to scale back plans for third generation services and
international investments. These constraints may have a material adverse effect
on AT&T Wireless Group's business.

If we complete the split-off, AT&T Wireless Services will need to obtain
financing on a stand-alone basis

Historically, all financing for AT&T Wireless Group was done by AT&T at the
parent level. AT&T was able to use its overall balance sheet to finance the
operations of AT&T Wireless Group. If we complete the split-off, AT&T Wireless
Services will have to raise financing on a stand-alone basis without reference
to AT&T's overall balance sheet. Following the split-off, AT&T Wireless Services
may not be able to secure adequate debt or equity financing on desirable terms.
If concerns generally affecting the wireless industry arise, AT&T Wireless
Services will lose the benefit of AT&T's current diverse business profile to
support its debt. The cost to AT&T Wireless Services of stand-alone financing
may be materially higher than the cost of financing that AT&T Wireless Group
incurred as part of AT&T.

The credit ratings of AT&T Wireless Services are currently and may continue
to be different than the historical ratings of AT&T. After the split-off, AT&T
Wireless Services' credit ratings may be different from what they are now.
Differences in credit ratings affect the interest rate charged on financings, as
well as the amounts of indebtedness, types of financing structures and debt
markets that may be available to AT&T Wireless Services. AT&T Wireless Services
may not be able to raise the capital it requires on desirable terms.

If we complete the split-off, AT&T Wireless Services may be unable to make the
changes necessary to operate as an independent entity and may incur greater
costs

AT&T Wireless Group has been part of an integrated telecommunications
provider since its acquisition by AT&T in 1994. If we complete the split-off,
the separation of AT&T Wireless Services from the other telecommunications
businesses of AT&T may adversely affect AT&T Wireless Services.

In particular, following the split-off, AT&T will have no obligation to
provide financial, operational or organizational assistance to AT&T Wireless
Services other than limited services. AT&T Wireless Services may not be able to
implement successfully the changes necessary to operate independently. AT&T
Wireless Services may also incur additional costs relating to operating
independently that would cause its cash flow and results of operations to
decline materially. In addition, although AT&T Wireless Services may be able to
participate in some of AT&T's supplier arrangements where those arrangements
permit this or the vendors agree to this, its supplier arrangements may not be
as favorable as has historically been the case.

Agreements to be entered into in connection with the split-off provide that
the business of AT&T Wireless Group will be conducted differently and that its
relationship with AT&T will be different from that which has historically been
the case. These differences may have a detrimental effect on the results of
operations or financial condition of AT&T or AT&T Wireless Services.
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The historical financial information of AT&T Wireless Group may not be
representative of its results as an independent entity, and, therefore, may
not be reliable as an indicator of its historical or future results

The historical financial information we have included and incorporated in
this document may not reflect what the results of operations, financial position
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and cash flows of AT&T Wireless Group would have been had it been an independent
entity during the periods presented. This is because the combined financial
statements reflect allocations for services provided to AT&T Wireless Group by
AT&T, which allocations may not reflect the costs AT&T Wireless Group will incur
for similar or incremental services as an independent entity. In addition, the
historical financial information we have included does not reflect transactions
that have occurred since December 31, 2000, or that are expected to occur in
connection with the split-off. See "Summary -- Consolidating Condensed Financial
Information."

This historical financial information also is not reliable as an indicator
of future results.

If we complete the split-off, AT&T Wireless Services' financing needs will
increase as a result of intercompany repayment obligations

Before the split-off, AT&T Wireless Services will repay all intercompany
indebtedness owed to AT&T and will redeem all of the AT&T Wireless Group
preferred equity held by AT&T. As of December 31, 2000, these amounts were
approximately $2.4 billion and $3.0 billion, respectively, or an aggregate of
approximately $5.4 billion.

If we complete the split-off, AT&T Wireless Services will generally be
responsible for tax liability if the split-off is taxable

Under the separation and distribution agreement to be entered into between
AT&T and AT&T Wireless Services, subject to limited exceptions, AT&T Wireless
Services will be responsible for any tax liability and any related liability
that results from the split-off failing to qualify as a tax-free transaction. If
the split-off fails to qualify as a tax—free transaction, this liability would
have a material adverse effect on AT&T Wireless Group.

AT&T Wireless Group may no longer receive tax sharing payments from AT&T when
it ceases to be a member of the AT&T consolidated tax return group, and AT&T
Wireless Group may incur other tax liabilities as a result of the split-off
and pre split-off transactions

As a result of the split-off, AT&T Wireless Services will cease to be a
member of the consolidated federal income tax return group of which AT&T is the
common parent. Consequently, taxable income and losses, and other tax attributes
of AT&T Wireless Group in post split-off taxable periods could generally no
longer offset taxable income or losses and other tax attributes of the AT&T
consolidated tax return group. For two taxable years after the split-off, under
federal income tax rules, AT&T Wireless Group would generally be able to carry
back any such tax losses, subject to limitations, against taxable income, if
any, of members of AT&T Wireless Group for pre split-off periods. Under the tax
sharing agreement between AT&T and AT&T Wireless Group, however, AT&T Wireless
Group generally may only carry back net operating losses (and not other tax
attributes) from post split-off taxable periods to pre split-off taxable
periods, and only if those losses are significant and with the consent of AT&T,
which consent AT&T has agreed not to withhold unreasonably. To the extent AT&T
Wireless Group has tax losses in post split-off taxable periods, it would
generally no longer receive current tax sharing payments with respect to those
losses. Instead, except where those losses can be carried back, it would benefit
from those losses only if and when AT&T Wireless Group generated sufficient
taxable income in future years to utilize those tax losses on a stand-alone
basis.

In addition, there may be tax costs associated with the split-off that
result from AT&T Wireless Services ceasing to be a member of the AT&T
consolidated tax return group, as well as from pre split-off transactions. If
incurred, these costs could be material to AT&T Wireless Services' results.
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If we complete the split-off, various factors may interfere with AT&T Wireless
Services' ability to engage in desirable strategic transactions and equity
issuances

AT&T Wireless Services may not be able to engage in some strategic
transactions after the split-off. The Internal Revenue Code restricts the
ability of a company which has undergone a tax-free split-off from certain
issuances of shares generally within a two-year period after the split-off. In
addition, the separation and distribution agreement prohibits AT&T Wireless
Services for a period of 30 months following the split-off, from entering into
certain transactions that could render the split-off taxable. This may
discourage, delay or prevent a merger, change of control, or other strategic or
capital raising transaction involving the issuance of equity by AT&T Wireless
Services. Provisions of AT&T Wireless Services' charter and bylaws, its rights
plan, applicable law, and the DoCoMo agreements may also have the effect of
discouraging, delaying or preventing change of control transactions that its
shareholders find desirable.

If we complete the split-off, AT&T Wireless Services may lose rights under
agreements with AT&T if a change of control occurs

We expect that some of the agreements that AT&T and AT&T Wireless Services
expect to enter into in connection with the split-off, including the brand
license agreement, network services agreement and other commercial agreements,
will contain provisions that give one party rights in the event of a change of
control of the other party. These provisions may deter a change of control. In
the event of a change of control, the exercise of these rights could have a
material adverse effect on AT&T Wireless Services or AT&T.

The market price and trading volume of AT&T Wireless Services common stock may
be volatile and may face negative pressure

Before the split-off, there will be no trading market for the shares of
AT&T Wireless Services common stock that holders of AT&T common stock and AT&T
Wireless Group tracking stock will receive in the split-off. Investors' interest
may not lead to a liquid trading market and the market price of AT&T Wireless
Services common stock may be volatile. Also, after the split-off, the percentage
of AT&T Wireless Services represented by publicly held shares will increase
materially.

AT&T has announced its intention to retain $3 billion of shares of AT&T
Wireless Services for its own account for sale, exchange or monetization within
six months of the split-off, subject to receipt of a satisfactory IRS ruling.

These factors may result in short- or long-term negative pressure on the
trading price of shares of AT&T Wireless Services common stock. The market price
of AT&T Wireless Services common stock could fluctuate significantly for many
reasons, including in response to the risk factors listed in this document or
for specific reasons unrelated to the performance of AT&T Wireless Services.
Investors may consider AT&T Wireless Services common stock as a technology
stock. Technology stocks have recently experienced extreme price and volume
fluctuations. Therefore, the market price and trading volume of AT&T Wireless
Services common stock also may be extremely volatile.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS
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This document contains forward-looking statements with respect to:

— AT&T's restructuring plan, including the split-off of AT&T Wireless
Group,

— financial condition,

- results of operations,

- cash flows,

- dividends,

- financing plans,

- business strategies,

- operating efficiencies or synergies,

- budgets,

- capital and other expenditures,

- network build out and upgrade,

- competitive positions,

- availability of capital,

- growth opportunities for existing products,
- benefits from new technologies,

- availability and deployment of new technologies,
- plans and objectives of management,

- markets for stock of AT&T, AT&T Common Stock Group and AT&T Wireless
Group, and

— other matters.

These forward-looking statements, including, without limitation, those relating
to the future business prospects, revenues, working capital, liquidity, capital
needs, network build out, interest costs and income, in each case, relating to
AT&T, AT&T Common Stock Group and AT&T Wireless Group, wherever they occur in
this document, are necessarily estimates reflecting the best judgment of senior
management and involve a number of risks and uncertainties that could cause
actual results to differ materially from those suggested by the forward-looking
statements. These forward-looking statements should, therefore, be considered in
light of various important factors, including those set forth in this document.
Important factors that could cause actual results to differ materially from
estimates or projections contained in the forward-looking statements include,
without limitation:

— the risks associated with the implementation of a third generation
network and business strategy, including risks relating to the operations
of new systems and technologies, substantial required expenditures and
potential unanticipated costs, the need to enter into roaming agreements
with third parties, uncertainties regarding the adequacy of suppliers on
whom these groups must rely to provide both network and consumer
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equipment and consumer acceptance of the products and services to be
offered,

the potential impact of DoCoMo's investment in AT&T, including provisions
of the agreements that restrict AT&T Wireless Group's future operations,

and provisions that may require the repurchase of DoCoMo's investment if

AT&T or AT&T Wireless Group fail to meet specified conditions,

the risks associated with the implementation of AT&T's restructuring
plan, which is complicated and which involves a substantial number of
different transactions each with separate conditions, any or all of which
may not occur as we currently intend, or which may not occur in the
timeframe we currently expect,
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the risks associated with each of AT&T's main business units, including
AT&T Wireless Group, operating as an independent entity as opposed to as
part of an integrated telecommunications provider following completion of
AT&T's restructuring plan, including the inability of these groups to
rely on the financial and operational resources of the combined company
and these groups having to provide services that were previously provided
by a different part of the combined company,

the impact of existing and new competitors in the markets in which these
groups compete, including competitors that may offer less expensive
products and services, desirable or innovative products, technological
substitutes, or have extensive resources or better financing,

the introduction or popularity of new products and services, including
pre-paid phone products, which could increase churn,

the impact of oversupply of capacity resulting from excessive deployment
of network capacity,

the ongoing global and domestic trend towards consolidation in the
telecommunications industry, which trend may have the effect of making
the competitors larger and better financed and afford these competitors
with extensive resources and greater geographic reach, allowing them to
compete more effectively,

the effects of vigorous competition in the markets in which these groups
operate and for each group's more valuable customers, which may decrease
prices charged, increase churn and change the group's customer mix,
profitability and average revenue per user,

the ability to enter into agreements to provide, and the cost of entering
new markets necessary to provide, nationwide services,

the ability to establish a significant market presence in new geographic
and service markets,

the availability and cost of capital and the consequences of increased
leverage,

the successful execution of plans to dispose of non-strategic assets as
part of an overall corporate deleveraging plan,

the impact of any unusual items resulting from ongoing evaluations of the
business strategies of these groups,
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— the requirements imposed on these groups or latitude allowed to
competitors by the FCC or state regulatory commissions under the
Telecommunications Act of 1996 or other applicable laws and regulations,

— the risks and costs associated with the need to acquire additional
spectrum for current and future services,

— the risks associated with technological requirements, technology
substitution and changes and other technological developments,

— the results of litigation filed or to be filed against these groups,

— the possibility of one or more of the markets in which these groups
compete being impacted by changes in political, economic or other
factors, such as monetary policy, legal and regulatory changes or other
external factors over which these groups have no control,

— the risks related to AT&T's investments in Liberty Media Group and joint
ventures, and

- those factors listed under "Risk Factors."

The words "estimate," "project," "intend," "expect," "believe," "plan" and
similar expressions are intended to identify forward-looking statements. These
forward-looking statements are found at various places throughout this document
and throughout the other documents incorporated into this document by reference,
including, but not limited to, AT&T's 2000 Annual Report on Form 10-K, including
any amendments to the annual report. Readers are cautioned not to place undue
reliance on these forward-looking statements, which speak only as of the date of
this document. Moreover, in the future, AT&T, through its senior management
team, may make forward-looking statements about the matters described in this
document or other matters concerning AT&T, AT&T Wireless Group or AT&T Common
Stock Group.
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THIS EXCHANGE OFFER
BACKGROUND AND PURPOSE

This exchange offer, if completed, will provide you with a mechanism to
shift all or a part of your investment from one intended to reflect AT&T Common
Stock Group to one intended to reflect AT&T Wireless Group without many of the
tax and other costs normally associated with changing investments. It also will
give you the opportunity, if we complete the split-off of AT&T Wireless
Services, to receive more shares in that separate company than you would receive
if you did not exchange your shares of AT&T common stock.

Most holders with unrealized gains on their AT&T common stock will
generally be able to exchange their appreciated AT&T common stock for AT&T
Wireless Group tracking stock without the U.S. federal income tax consequences
associated with selling their AT&T common stock and purchasing AT&T Wireless
Group tracking stock. More information about the tax consequences of this
exchange offer are provided below under "Material U.S. Federal Income Tax
Consequences." However, the tax consequences to individual shareholders may
differ and you should check with your own tax adviser for a determination of the
tax effects of accepting this offer.

You may also be able to avoid brokerage commissions and other fees by

exchanging your securities in this offer rather than selling your shares of AT&T
common stock in the market and purchasing AT&T Wireless Group tracking stock in
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the market. If you hold share certificates and tender the shares yourself, you
will avoid these fees and commissions. However, if you hold your shares with a
broker or investment adviser, you should check with that broker or investment
adviser as to the costs associated with tendering your shares of AT&T common
stock in this offer. We decided to make this exchange offer because we wanted to
give those shareholders who would prefer a more concentrated investment in the
economic value of our wireless services business the ability to shift some or
all of their investment from AT&T common stock to AT&T Wireless Group tracking
stock without incurring these tax and other costs. We also believe that, by
moving more shares of AT&T Wireless Group tracking stock into the hands of
investors who want a more concentrated investment in the economic value of our
wireless services business, we may issue fewer shares of AT&T Wireless Services
in the split-off to AT&T shareholders who do not want to hold an investment in
our wireless services business. This, in turn, may reduce the number of AT&T
Wireless Services shares that are sold by AT&T shareholders shortly after the
split-off.

Because we are making this exchange offer to facilitate the preferences of
our shareholders, none of AT&T, the exchange agent or the information agent, the
dealer manager or the marketing manager or any of their respective officers or
directors is making any recommendation as to whether it is in your best interest
to tender your shares in this exchange offer investment. You should carefully
consider your own investment situation and the risks we describe in this
document.

EXCHANGE OFFER

The issuance of shares of AT&T Wireless Group tracking stock in this
exchange offer will increase the number of shares of AT&T Wireless Group
tracking stock outstanding and reduce AT&T Common Stock Group's retained portion
of the value of AT&T Wireless Group. Before this exchange offer, AT&T Common
Stock Group's retained portion of the value of AT&T Wireless Group was
approximately 69.7%. Assuming that this exchange offer is fully subscribed, we
would issue a total of approximately 503,018,108 new shares of AT&T Wireless
Group tracking stock. After these shares of AT&T Wireless Group tracking stock
are issued, AT&T Common Stock Group's retained portion of the value of AT&T
Wireless Group would represent approximately 49.9%, or approximately 49.1%,
assuming the exercise by DoCoMo of warrants convertible into AT&T Wireless Group
tracking stock.

Regardless of whether you participate in this exchange offer, this exchange
offer will have consequences to you as a holder of AT&T common stock. AT&T's
restructuring plan, including the split-off of AT&T Wireless Services, which we
describe below, will also have consequences to you as a holder of AT&T common
stock. The consequences differ depending on whether, and to what extent, you
participate in this exchange offer.
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To the extent you tender shares of AT&T common stock in exchange for shares
of AT&T Wireless Group tracking stock, then following completion of this
exchange offer:

- you will have shares of AT&T Wireless Group tracking stock intended to
reflect the financial performance and economic value of AT&T Wireless
Group,

— you will no longer have shares intended to reflect the financial
performance and economic value of AT&T's other communications and
broadband businesses,
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- 1f we complete the split-off in the manner we contemplate, you will
receive shares of AT&T Wireless Services common stock in exchange for
your shares of AT&T Wireless Group tracking stock. This means that you
will no longer be a shareholder of AT&T, but instead will be a
shareholder of AT&T Wireless Services, a completely separate legal entity
whose business is focused on wireless communications services, and

- you will not be eligible to participate in the rest of AT&T's
restructuring plan.

To the extent you do not tender shares of AT&T common stock in exchange for
shares of AT&T Wireless Group tracking stock and do not sell those shares, then
following completion of this exchange offer:

— you will have shares intended to reflect the financial performance and
economic value of AT&T Common Stock Group. These shares are intended to
reflect the value of the AT&T Wireless Group only to extent of the
retained portion of the value of AT&T Wireless Group,

— the portion of the value of AT&T Wireless Group that is retained by the
AT&T Common Stock Group and that is intended to be reflected in each of
your shares of AT&T common stock will decrease,

- if the split-off of AT&T Wireless Services i1s completed as planned, you
will receive some shares of AT&T Wireless Services without being required
to surrender any of your shares of AT&T common stock. However, you will
not receive as many shares of AT&T Wireless Services common stock as you
would have received if you had tendered your shares of AT&T common stock
in this exchange offer, and

- you will be eligible to participate in the rest of AT&T's restructuring
plan and if AT&T's restructuring plan is completed will receive other
securities relating to AT&T's other business units issued to holders of
AT&T common stock in AT&T's restructuring plan.

You should consider these consequences in making your decision as to
whether to tender shares of AT&T common stock in this exchange offer. The
securities you would own if you tendered your shares of AT&T common stock in
this exchange offer may be worth more or less at any point in the future than
the securities you would own if you did not tender your shares of AT&T common
stock in this exchange offer.

All shares of AT&T common stock tendered in this exchange offer will be
cancelled and become authorized and unissued shares of AT&T common stock. This
means that these shares of AT&T common stock generally will be available for
issuance by AT&T without further shareholder action, except as may be required
by applicable law or the rules of the NYSE, for general or other corporate
purposes, including stock splits and dividends, acquisitions, the raising of
additional capital for use in AT&T's businesses and pursuant to AT&T's employee
benefit plans.

NO APPRAISAL RIGHTS

Appraisal is a statutory remedy available to shareholders of corporations
that object to certain mergers and other extraordinary and statutorily specified
corporate actions. No appraisal rights are or will be available to holders of
AT&T common stock or AT&T Wireless Group tracking stock in connection with this
exchange offer.
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REGULATORY APPROVALS

No filings under the Hart-Scott-Rodino Antitrust Improvements Act of 1976,
as amended, are required in connection with this exchange offer generally. If a
shareholder decides to participate in this exchange offer and consequently
acquires enough shares of AT&T Wireless Group tracking stock to exceed any
threshold stated in the regulations under the HSR Act, and if an exemption under
those regulations does not apply, that shareholder and AT&T could be required to
make filings under the HSR Act, and the waiting period under the HSR Act would
have to expire or be terminated before any exchanges of shares with that
stockholder could be effected. A filing requirement could delay exchanges with
that shareholder for several months or more.

ACCOUNTING TREATMENT

The shares of AT&T common stock that we receive in this exchange offer in
addition to the premium paid on these shares will be recorded as a decrease in
AT&T's shareholders' equity in an amount equal to the market value, as of the
expiration date, of the shares of AT&T Wireless Group tracking stock issued in
this exchange offer. This issuance of AT&T Wireless Group tracking stock will be
recorded as an equal and offsetting increase in AT&T's shareholders' equity.
Accordingly, except for the direct costs of this exchange offer, this exchange
offer will not affect the financial position of AT&T. As a result of this
exchange offer, basic and diluted earnings per share calculations for the AT&T
common stock after the expiration date will reflect the lower number of
outstanding shares of AT&T common stock, AT&T common shareholders' decreased
interest in the available separate combined net income or loss of AT&T Wireless
Group and the premium paid on this exchange offer. While the earnings per share
for AT&T Wireless Group tracking stock will not change, basic and diluted
earnings per share calculations for AT&T Wireless Group tracking stock after the
expiration date will reflect AT&T Wireless Group tracking shareholders'
increased interest in the available separate combined net income or loss of AT&T
Wireless Group and the proportionate increase in the number of shares of AT&T
Wireless Group tracking stock outstanding.

AT&T's issuance of shares of AT&T Wireless Group tracking stock in this
exchange offer will not, in and of itself, affect the financial position or
results of operations of AT&T Wireless Group.

TERMS OF THIS EXCHANGE OFFER

AT&T is offering to exchange 1.176 shares of AT&T Wireless Group tracking
stock for each share of AT&T common stock that is validly tendered on the terms
and subject to the conditions described below by 5:00 p.m., New York City time,
on Friday, May 25, 2001. AT&T may extend this deadline for any reason, including
under those circumstances specified below. The last day on which tenders will be
accepted, whether on May 25, 2001 or any later date to which this exchange offer
may be extended, 1is sometimes referred to in this document as the "expiration
date." This is a voluntary exchange offer, which means that holders of AT&T
common stock may tender all, some or none of their shares of AT&T common stock
in this exchange offer, subject to proration. All persons holding AT&T common
stock are eligible to participate in this exchange offer if they wvalidly tender
their shares of AT&T common stock during the exchange offer period in a
jurisdiction where this exchange offer is permitted under the laws of that
jurisdiction.

AT&T will accept up to 427,736,486 shares of AT&T common stock for exchange
and will issue up to 503,018,108 shares of AT&T Wireless Group tracking stock in
this exchange offer. If more than 427,736,486 shares of AT&T common stock are
validly tendered, the tendered shares will be subject to proration when this
exchange offer expires. AT&T's obligation to complete this exchange offer is
subject to important conditions that are described under "-- Conditions for
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Completion of this Exchange Offer".
In determining the exchange ratio, AT&T considered, among other things:

- recent market prices and volatility on the NYSE for shares of AT&T common
stock and AT&T Wireless Group tracking stock; and
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- advice from the dealer manager as to what exchange ratio might attract
holders of AT&T common stock to consider participating in this exchange
offer without payment of any significant premium.

AT&T will furnish this document and related documents to brokers, banks and
similar persons whose names or the names of whose nominees appear on AT&T's
shareholder list or, if applicable, that are listed as participants in a
clearing agency's security position listing for subsequent transmittal to
beneficial owners of shares of AT&T common stock.

The terms and conditions of this exchange offer are set forth in this
document and the letter of transmittal. Each holder of AT&T common stock that
tenders shares of AT&T common stock in this exchange offer will be agreeing to
the terms and conditions of this exchange offer and will be making certain
representations and warranties to and agreements with AT&T, as described in
these documents. We urge you to read these documents carefully before deciding
whether to participate in this exchange offer.

NO RECOMMENDATION

None of AT&T, the exchange agent, the information agent, the dealer manager
or the marketing manager or any of their respective officers or directors makes
any recommendation as to whether you should participate in this exchange offer.

PRORATION; TENDERS FOR EXCHANGE BY HOLDERS OF FEWER THAN 100 SHARES OF AT&T
COMMON STOCK

If, upon the expiration date, holders of AT&T common stock have validly
tendered more than 427,736,486 shares of AT&T common stock so that more than
503,018,108 shares of AT&T Wireless Group tracking stock would be issued in this
exchange offer, we will accept, on a pro rata basis, all shares of AT&T common
stock validly tendered and not withdrawn, with appropriate adjustments to avoid
the return of fractional shares of AT&T common stock, except as described below.

Except as otherwise provided in this paragraph, holders of an aggregate of
less than 100 shares of AT&T common stock on April 17, 2000 that validly tender
all of their shares of AT&T common stock will not be subject to proration if
this exchange offer is oversubscribed. Shares of AT&T common stock held in an
AT&T savings plan are not eligible for this preferential treatment. Beneficial
holders of 100 or more shares of AT&T common stock are not eligible for this
preferential treatment, even if these holders have separate stock certificates
or accounts representing fewer than 100 shares of AT&T common stock. If you own
fewer than 100 shares of AT&T common stock and wish to take advantage of the
preferential treatment of odd-lot shares in the event of proration, you must
tender all of your shares of AT&T common stock in this exchange offer.

We expect to announce preliminary results of this exchange offer by press
release promptly after the expiration date. However, because of the time
required and difficulty involved in determining the number of shares of AT&T
common stock validly tendered for exchange, AT&T expects that the final results,
including proration, if any, will not be determined until up to about ten
business days after the expiration date. We will announce the final results of
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this exchange offer by press release promptly after such results have been
determined.

EXCHANGE OF SHARES OF AT&T COMMON STOCK

If all of the conditions of this exchange offer are satisfied or waived,
AT&T will exchange 1.176 shares of AT&T Wireless Group tracking stock for each
validly tendered share of AT&T common stock that was not properly withdrawn
before the expiration date, except as described under "-- Proration; Tenders for
Exchange by Holders of Fewer Than 100 Shares of AT&T Common Stock" and
"-— Extension of Tender Period; Termination; Amendment." AT&T may, subject to
the rules under the Securities Exchange Act, delay accepting or exchanging any
shares of AT&T common stock in order to comply, in whole or in part, with any
applicable law. For a description of AT&T's right to delay, terminate or amend

this exchange offer, see "-- Extension of Tender Period; Termination;
Amendment . "
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If AT&T notifies the exchange agent, either orally or in writing, that it
has accepted the tenders of shares of AT&T common stock for exchange, the
exchange of these shares of AT&T common stock will be complete. Promptly
following the announcement by AT&T of the final results of this exchange offer,
including proration, if any, the exchange agent will deliver the tendered shares
of AT&T common stock to AT&T. Simultaneously, the exchange agent, as agent for
the tendering shareholders, will receive from AT&T the shares of AT&T Wireless
Group tracking stock that correspond, based on the exchange ratio and taking
into account proration, to the number of shares of AT&T common stock accepted.
The exchange agent then will credit the shares of AT&T Wireless Group tracking
stock to book-entry accounts maintained by AT&T's transfer agent for the benefit
of the tendering holders.

If any tendered shares of AT&T common stock are not exchanged for any
reason, or if fewer shares of AT&T common stock are exchanged due to proration,
these unexchanged or untendered shares of AT&T common stock will be returned to
the tendering holders through a credit to book-entry accounts maintained by
AT&T's transfer agent for the benefit of the holders.

As soon as reasonably practicable following the crediting of shares to your
respective book-entry accounts, AT&T's transfer agent will send you an account
statement evidencing your holdings.

AT&T will not pay any interest in connection with this exchange offer,
regardless of any delay in making the exchange or crediting or delivering
shares.

No alternative, conditional or contingent tenders will be accepted in this
exchange offer. Tendering shareholders waive any right to receive notice of the
acceptance by AT&T of their shares of AT&T common stock for exchange.

PROCEDURES FOR TENDERING SHARES OF AT&T COMMON STOCK

To tender your shares of AT&T common stock, you must complete the following
procedures so that your tender is received by the exchange agent before the
expiration date:

If you have stock certificates representing your shares of AT&T common
stock, you should send the following documents to the exchange agent by one of
the mailing methods described in the letter of transmittal, at the applicable
address set forth on the back cover of this document sufficiently in advance of
the expiration date for them to be received by the exchange agent before the
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expiration date:

- a properly completed and executed letter of transmittal indicating the
number of shares of AT&T common stock to be tendered and any other
documents required by the instructions to the letter of transmittal; and

— the physical stock certificates representing the shares of AT&T common
stock to be tendered.

In addition, the stock certificates representing shares of AT&T common
stock to be tendered must be endorsed or you must enclose an appropriate stock
power if:

- a stock certificate representing shares of AT&T common stock to be
tendered is registered in the name of a person other than the signer of a
letter of transmittal;

— delivery of shares of AT&T Wireless Group tracking stock is to be made to
the exchange agent on behalf of a person other than the registered owner
of the shares of AT&T common stock being tendered; or

— shares of AT&T common stock not accepted for exchange are to be delivered
to AT&T's transfer agent on behalf of a person other than the registered
owner.

The signature on the letter of transmittal must be guaranteed by an
eligible institution unless the shares of AT&T common stock tendered under the
letter of transmittal are tendered in one of the following ways:

- by the registered holder of the shares of AT&T common stock tendered if
the holder has not requested special issuance as described in "Special
Issuance Instructions" of the instructions to the letter of transmittal;
or

- for the account of an eligible institution.
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An eligible institution is a member of a registered national securities exchange
or a member of the National Association of Securities Dealers, Inc. or a
commercial bank or trust company having an office or a correspondent in the
United States. Most banks and financial institutions are eligible institutions.

If your stock certificate representing shares of AT&T common stock has been
lost, destroyed, mutilated or stolen, see "-- Lost, Destroyed, Mutilated or
Stolen Certificates" for information regarding certain special procedures that
must be followed.

The exchange agent's addresses are set forth on the back cover of this
document.

If you hold your shares of AT&T common stock through a broker, you should
follow the instructions sent to you separately by your broker. You should not
use the letter of transmittal to direct the tender of your shares of AT&T common
stock. Your broker must notify The Depository Trust Company and cause it to
transfer the shares into the exchange agent's account in accordance with The
Depository Trust Company's procedures. The broker must also ensure that the
exchange agent receives an agent's message from The Depository Trust Company
confirming the book-entry transfer of your shares of AT&T common stock. An
agent's message is a message, transmitted by The Depository Trust Company and
received by the exchange agent, that forms a part of a book-entry confirmation,
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which states that The Depository Trust Company has received an express
acknowledgment from the participant in The Depository Trust Company tendering
the shares that such participant has received and agrees to be bound by the
terms of the letter of transmittal and the instructions to the letter of
transmittal.

If you are an institution that is a participant in The Depository Trust
Company's book-entry transfer facility, you should follow the same procedures
that are applicable to persons holding shares through a broker as described in
the immediately preceding paragraph.

If you hold your shares of AT&T common stock as a participant in AT&T's
dividend reinvestment plan or in book-entry form with AT&T's transfer agent
through the direct registration system, you should send a properly completed and
executed letter of transmittal indicating the number of shares of AT&T common
stock to be tendered and any other documents required by the instructions to the
letter of transmittal to the exchange agent by one of the mailing methods
described on the letter of transmittal at the applicable address set forth on
the back cover of this document sufficiently in advance of the expiration date
for them to be received by the exchange agent before the expiration date. If you
tender all of your shares of AT&T common stock that you hold in AT&T's dividend
reinvestment plan, that tender will constitute termination of your participation
in AT&T's dividend reinvestment plan.

If you hold your shares of AT&T common stock as a participant in an AT&T or
an AT&T affiliated company savings plan, you should follow the instructions sent
to you separately by the plan trustees or administrator of the plan. You should
not use the letter of transmittal to direct the tender of your shares of AT&T
common stock held in that plan.

The AT&T savings plans eligible to participate in this exchange offer
include:

AT&T employee stock purchase plan

- AT&T stock ownership plan

- MediaOne Group 401 (k) plan

— AT&T long term savings plan for management employees

- AT&T long term savings and security plan

— AT&T long term savings plan

— AT&T long term savings plan —-- San Francisco

— AT&T Wireless Services, Inc. 401 (k) retirement plan

- AT&T of Puerto Rico, Inc. long term savings plan for management employees
- AT&T of Puerto Rico, Inc. long term savings and security plan
- AT&T retirement savings and profit sharing plan
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Trustees, executors, administrators, guardians, attorneys-in-fact, officers
of corporations or others acting in a fiduciary or representative capacity who
sign the letter of transmittal, notice of guaranteed delivery or any stock
certificates representing shares of AT&T common stock to be tendered or stock
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powers must indicate the capacity in which they are signing, and must submit
evidence, which is current as of a date within 180 days before the date that the
letter of transmittal is delivered to the exchange agent, of their power to act
in that capacity, unless this requirement is waived by AT&T.

If you validly tender your shares of AT&T common stock and those shares are
accepted by AT&T, there will be a binding agreement between you and AT&T on the
terms and subject to the conditions set forth in this document and in the letter
of transmittal and the instructions to the letter of transmittal. A person who
tenders shares of AT&T common stock for their own account violates U.S. federal
securities law unless the person owns:

— those shares of AT&T common stock;

— other securities convertible into or exchangeable for those shares of
AT&T common stock and intends to acquire shares of AT&T common stock for
tender by conversion or exchange of those securities; or

- an option, warrant or right to purchase those shares of AT&T common stock
and intends to acquire shares of AT&T common stock for tender by exercise
of that option, warrant or right.

U.S. federal securities law provides a similar restriction applicable to the
tender or guarantee of a tender on behalf of another person.

Do not send letters of transmittal, certificates representing shares of
AT&T common stock or other exchange offer documents to AT&T, AT&T Wireless
Group, the dealer manager, the marketing manager or the information agent. These
materials must be submitted to the exchange agent at one of the addresses set
forth on the back cover of this document as described above and in the
instructions to the letter of transmittal in order for you to participate in
this exchange offer.

It is up to you to decide how to deliver your shares of AT&T common stock
and all other required documents to the exchange agent. It is your
responsibility to ensure that all necessary materials are received by the
exchange agent before the expiration date. If the exchange agent does not
receive all of the materials required by this section at one of the addresses
set forth on the back cover of this document before the expiration date, your
shares of AT&T common stock will not be validly tendered in this exchange offer.

AT&T'S INTERPRETATIONS ARE BINDING

AT&T will determine, in its sole and absolute discretion, all questions as
to the form of documents, including notices of withdrawal, and the validity,
form, eligibility, including time of receipt, and acceptance for exchange of any
tender of shares of AT&T common stock in this exchange offer. This determination
will be final and binding on all tendering shareholders.

AT&T reserves the absolute right to:

- determine whether a tendering shareholder is eligible;

- reject any and all tenders of any shares of AT&T common stock not wvalidly
tendered or the acceptance of which, in the opinion of AT&T's counsel,
may be unlawful;

- waive any defects or irregularities in the tender of shares of AT&T
common stock or any conditions of this exchange offer either before or

after the expiration date; and

- request any additional information from any record or beneficial owner of
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shares of AT&T common stock that AT&T deems necessary or appropriate.

None of AT&T, the information agent, the exchange agent, the dealer manager, the
marketing manager, the soliciting dealers or any other person will be under any
duty to notify tendering shareholders of any defect or irregularity in tenders
or notices of withdrawal or incur any liability for failure to give such
notification. It is your responsibility to ensure that your shares of AT&T
common stock are wvalidly
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tendered in accordance with the procedures described in this document and the
related documents before the expiration date.

LOST, DESTROYED, MUTILATED OR STOLEN CERTIFICATES

If your stock certificate representing shares of AT&T common stock has been
lost, destroyed, mutilated or stolen and you wish to tender your shares of AT&T
common stock, please complete Box A of the accompanying letter of transmittal.
You will need to enclose a check payable to the surety company in the amount
needed to pay for a surety bond for your lost, destroyed, mutilated or stolen
certificates representing your shares of AT&T common stock and any other
applicable procedures. The surety bond amount will be $0.50 per share. Upon
receipt of the surety bond payment and a properly completed letter of
transmittal, including Box A, your shares of AT&T common stock will be wvalidly
tendered in this exchange offer.

GUARANTEED DELIVERY PROCEDURES

If you wish to tender your shares of AT&T common stock but the shares of
AT&T common stock are not immediately available, or time will not permit the
shares of AT&T common stock or other required documentation to reach the
exchange agent before the expiration date, you may still tender your shares of
AT&T common stock if:

- the tender is made through an eligible institution;

— the exchange agent receives from the eligible institution before the
expiration date, a properly completed and duly executed notice of
guaranteed delivery, substantially in the form provided by ATT and

— the exchange agent receives the stock certificates representing all
physically tendered shares of AT&T common stock, in proper form for
transfer and a properly completed letter of transmittal, or a facsimile
of a letter of transmittal and all other documents required by the letter
of transmittal and the instructions to the letter of transmittal, within
three NYSE trading days after the date of execution of the notice of
guaranteed delivery.

You may deliver the notice of guaranteed delivery by hand, facsimile
transmission or mail to the exchange agent at the applicable address set forth
on the back cover of this document and you must include a guarantee by an
eligible institution in the form set forth in the notice of guaranteed delivery.

WITHDRAWAL RIGHTS

You may withdraw tenders of shares of AT&T common stock at any time before
the expiration date, and, unless AT&T has accepted your tender as provided in
this document and the accompanying documents, after the expiration of 40
business days from the commencement of this exchange offer. If AT&T:
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- delays its acceptance of shares of AT&T common stock for exchange,
- extends this exchange offer, or

— 1s unable to accept shares of AT&T common stock for exchange under this
exchange offer for any reason,

then, without prejudice to AT&T's rights under this exchange offer, the exchange
agent may, on behalf of AT&T, retain shares of AT&T common stock tendered, and
these shares of AT&T common stock may not be withdrawn, except as otherwise
provided in this document and the accompanying documents, subject to provisions
under the Exchange Act that provide that an issuer making an exchange offer
shall either pay the consideration offered or return tendered securities
promptly after the termination or withdrawal of this exchange offer.
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For a withdrawal to be effective, a written notice of withdrawal must be
received by the exchange agent at one of its addresses set forth on the back
cover of this document. The notice of withdrawal must:

- specify the name of the person having tendered the shares of AT&T common
stock to be withdrawn;

— identify the number of shares of AT&T common stock to be withdrawn; and

— specify the name in which physical AT&T common stock certificates are
registered, if different from that of the withdrawing holder.

If stock certificates representing the shares of AT&T common stock have
been delivered or otherwise identified to the exchange agent, then, before the
release of these certificates, the withdrawing holder must also submit the
serial numbers of the particular stock certificates to be withdrawn.

If the shares of AT&T common stock have been tendered pursuant to the
procedures for book-entry transfer, any notice of withdrawal must specify the
name and number of the account at The Depository Trust Company to be credited
with the withdrawn shares of AT&T common stock and otherwise comply with the
procedures of The Depository Trust Company.

If the shares of AT&T common stock have been tendered pursuant to the
procedures applicable to participants in AT&T's dividend reinvestment plan or
through book-entry transfer under the direct registration system, any notice of
withdrawal must specify the name and number of the account with AT&T's transfer
agent.

Any shares of AT&T common stock withdrawn will be deemed not to have been
validly tendered for exchange for purposes of this exchange offer. Properly
withdrawn shares of AT&T common stock may be retendered by following one of the
procedures described under "-- Procedures for Tendering Shares of AT&T Common
Stock" at any time on or before the expiration date.

If you withdraw your tender of any shares of AT&T common stock, these
shares of AT&T common stock will be credited to a book-entry account maintained
by AT&T's transfer agent on your behalf. However, any shareholder that wishes to
receive a physical stock certificate evidencing that shareholder's shares of
AT&T common stock will be able to obtain a certificate at no charge by
contacting AT&T's transfer agent.

Except as otherwise provided above, any tender of shares of AT&T common
stock made under this exchange offer is irrevocable. No alternative, conditional
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or contingent tenders will be accepted in this exchange offer.
BOOK—-ENTRY ACCOUNTS

Physical stock certificates representing shares of AT&T Wireless Group
tracking stock or AT&T common stock will not be issued as a result of this
exchange offer. Rather than issuing physical stock certificates representing
either shares of AT&T common stock returned due to proration or withdrawal or
shares of AT&T Wireless Group tracking stock issued in exchange for shares of
AT&T common stock tendered in this exchange offer, the exchange agent will
credit these shares to book-entry accounts maintained by AT&T's transfer agent
for the benefit of the respective holders. This method of holding stock
eliminates the need for actual stock certificates to be issued and eliminates
the requirements for physical movement of stock certificates at the time of
sale. As soon as reasonably practicable following the crediting of shares to
your respective book-entry accounts, you will receive an account statement from
AT&T's transfer agent evidencing your holdings, as well as general information
on the book-entry form of ownership through AT&T's direct registration system.

You are not required to maintain a book-entry account and you may at any
time obtain a physical stock certificate for all or a portion of your shares of
AT&T Wireless Group tracking stock received as part of this exchange offer at no
cost to you. Instructions describing how you can obtain stock certificates will
be included with the account statement mailed to you and can also be obtained
upon request from AT&T's transfer agent.
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EXTENSION OF TENDER PERIOD; TERMINATION; AMENDMENT

AT&T expressly reserves the right, in its sole and absolute discretion, for
any reason, including the non-satisfaction of any of the conditions for
completion set forth below, at any time and from time to time, to extend the
period of time during which this exchange offer is open or to amend this
exchange offer in any respect, including changing the exchange ratio. AT&T also
expressly reserves the right to extend the period of time during which this
exchange offer is open in the event this exchange offer is undersubscribed
-— that is, fewer than 22,883,296 shares of AT&T common stock are tendered. In
any of these cases, AT&T will make a public announcement of the extension or
amendment .

If AT&T materially changes the terms of or information concerning this
exchange offer, AT&T will extend this exchange offer. Depending on the substance
and nature of the change, we will extend the offer for at least five to ten
business days following the announcement if this exchange offer would have
otherwise expired within such five to ten business days.

If any condition for completion of this exchange offer described below is
not satisfied, AT&T reserves the right to choose to delay acceptance for
exchange of any shares of AT&T common stock or to terminate this exchange offer
and not accept for exchange any shares of AT&T common stock. For more
information, see "-- Conditions for Completion of this Exchange
Offer —-- Consequences of Unsatisfied Conditions."

If AT&T extends this exchange offer, is delayed in accepting any shares of
AT&T common stock or is unable to accept for exchange any shares of AT&T common
stock under this exchange offer for any reason, then, without affecting AT&T's
rights under this exchange offer, the exchange agent may, on behalf of AT&T,
retain all shares of AT&T common stock tendered. These shares of AT&T common
stock may not be withdrawn except as provided under "-- Withdrawal Rights."
AT&T's reservation of the right to delay acceptance of any shares of AT&T common
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stock is subject to applicable law, which requires that AT&T pay the
consideration offered or return the shares of AT&T common stock deposited
promptly after the termination or withdrawal of this exchange offer. Any shares
of AT&T common stock to be returned to you will be credited to a book-entry
account in your name maintained by AT&T's transfer agent. However, any
shareholder that wishes to receive a physical stock certificate representing
that shareholder's shares will be able to obtain a certificate at no charge by
contacting AT&T's transfer agent. Fractional shares will not be issued.

AT&T will issue a press release or other public announcement no later than
9:00 a.m., New York City time, on the next business day following any extension,
amendment, non-acceptance or termination of the previously scheduled expiration
date.

CONDITIONS FOR COMPLETION OF THIS EXCHANGE OFFER

AT&T will not be obligated to complete this exchange offer unless at least
22,883,296 shares of AT&T common stock are validly tendered and not withdrawn
and all of the other conditions to this exchange offer described below have been
satisfied. This condition, which we sometimes refer to in this document as the
"minimum condition" is designed to ensure that at least 26,910,756 shares of
AT&T Wireless Group tracking stock are issued under this exchange offer.

Even if the minimum condition is satisfied, before the expiration date AT&T
may choose not to accept shares of AT&T common stock for exchange and not to
complete this exchange offer if:

— AT&T or AT&T Wireless Group does not receive or obtain any consent,
authorization, approval or exemption of or from any governmental
authority that may be advisable in connection with the completion of this
exchange offer;

- any action, proceeding or litigation seeking to enjoin, make illegal or
delay completion of this exchange offer or otherwise relating in any
manner to this exchange offer is instituted or threatened;

- any order, stay, Jjudgment or decree is issued by any court, government,
governmental authority or other regulatory or administrative authority
and is in effect, or any statute, rule, regulation,
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governmental order or injunction shall have been proposed, enacted,
enforced or deemed applicable to this exchange offer, any of which would
or might restrain, prohibit or delay completion of this exchange offer or
impair the contemplated benefits of this exchange offer to AT&T or AT&T
Wireless Group;

- any of the following occurs and the adverse effect of such occurrence
shall, in the judgment of AT&T, be continuing:

—-— any general suspension of trading in, or limitation on prices for,
securities on any national securities exchange or in the
over—-the-counter market in the United States;

—— any extraordinary or material adverse change in U.S. financial
markets generally, including, without limitation, a decline of at
least 20% in any of the Dow Jones Average of Industrial Stocks, the
Nasdag Stock Market Composite Index or the Standard & Poor's 500
Index from the close of the markets on April 17, 2001;
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—-— a declaration of a banking moratorium or any suspension of payments
in respect of banks in the United States;

—-— any limitation, whether or not mandatory, by any governmental
authority on, or any other event that would reasonably be expected to
materially adversely affect, the extension of credit by banks or
other lending institutions;

—-— a commencement of a war or other national or international calamity,
directly or indirectly, involving the United States, which would
reasonably be expected to affect materially and adversely, or to
delay materially, the completion of this exchange offer; or

—-— 1f any of the situations described above existed at the time of
commencement of this exchange offer and AT&T determines that the
situation has deteriorated materially subsequent to the time of
commencement;

- any tender or exchange offer, other than this exchange offer by AT&T,

with respect to some or all of the outstanding AT&T Wireless Group
tracking stock or AT&T common stock, or any merger, acquisition or other
business combination proposal involving AT&T or AT&T Wireless Group or a
substantial portion of their respective assets, shall have been proposed,
announced or made by any person or entity;

any event or events shall have occurred that have resulted or may result,
in AT&T's judgment, in an actual or threatened change in the business
condition, income, operations, stock ownership or prospects of AT&T and
its subsidiaries, taken as a whole, or of AT&T Wireless Group and its
subsidiaries, taken as a whole or that otherwise affects AT&T or AT&T
Wireless Group or the trading prices of AT&T common stock or AT&T
Wireless Group tracking stock; or

as the terms "group" and "beneficial owner" are used in Section 13(d) of
the Exchange Act and SEC rules thereunder:

—-— any person, entity or group shall have become, directly or
indirectly, the beneficial owner of more than 5% of the outstanding
shares of AT&T common stock or AT&T Wireless Group tracking stock,
other than a person, entity or group that had publicly disclosed
that beneficial ownership by an appropriate filing with the SEC
prior to April 17, 2001; or

—-— any such person, entity or group that had publicly disclosed such
beneficial ownership prior to that date shall have become, directly
or indirectly, the beneficial owner of additional AT&T common stock
and AT&T Wireless Group tracking stock, the ownership of which was
not publicly disclosed in such filing, constituting more than 2% of
the outstanding shares of AT&T common stock and AT&T Wireless Group
tracking stock; or

—-— any new group shall have been formed that beneficially owns more
than 5% of the outstanding shares of AT&T common stock or AT&T
Wireless Group tracking stock; or
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—-— any one or more of the foregoing events relating to beneficial
ownership would occur as a result of the issuance of AT&T Wireless
Group tracking stock in exchange for any shares of AT&T common
stock that have been tendered in this exchange offer;
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the occurrence of which event, in the judgment of AT&T, in any case and
regardless of the circumstances, makes it inadvisable to proceed with this
exchange offer or with the acceptance of shares of AT&T common stock tendered
for exchange.

Consequences of Unsatisfied Conditions

If any condition to this exchange offer is not satisfied, subject to
applicable rules and regulations, AT&T may, in its sole and absolute discretion:

- terminate this exchange offer and promptly return in book-entry form all
tendered shares of AT&T common stock to tendering shareholders;

- delay acceptance for exchange of any shares of AT&T common stock, extend
this exchange offer, and, subject to the withdrawal rights described
under "-- Withdrawal Rights," retain all tendered shares of AT&T common
stock until the expiration date;

— amend the terms and conditions of this exchange offer; or

- waive the unsatisfied condition and, subject to any requirement to extend
the period of time during which this exchange offer is open, complete
this exchange offer.

These conditions are for the sole and exclusive benefit of AT&T. AT&T may
assert these conditions with respect to all or any portion of this exchange
offer regardless of the circumstances giving rise to them. AT&T may waive any
condition, in whole or in part at any time prior to the expiration date in its
sole and absolute discretion, subject to applicable rules and regulations.
AT&T's failure to exercise its rights under any of the conditions described
above does not represent a waiver of these rights. Each right is an ongoing
right which may be asserted at any time prior to the expiration date. Any
determination by AT&T concerning the conditions described above will be final
and binding upon all parties.

If a stop order issued by the SEC is in effect at any time after the
commencement of this exchange offer with respect to the registration statement
of which this document is a part, AT&T will not accept any shares of AT&T common
stock tendered and will not exchange shares of the AT&T Wireless Group tracking
stock for any shares of AT&T common stock.

RESTRICTIONS ON FUTURE SALES

In the event that AT&T accepts for exchange any shares in this exchange
offer, AT&T has agreed that until 45 days after the expiration of this exchange
offer it and its directors will not issue or sell any shares of AT&T Wireless
Group tracking stock without the consent of Credit Suisse First Boston other
than:

- any shares offered pursuant to this exchange offer,

- any shares issued or sold upon the exercise, exchange or conversion of
any security outstanding as of the date of this offering
circular/prospectus, or pursuant to any contractual or other obligation in
existence as of the date of this offering circular/prospectus,

- any shares issued or sold pursuant to any employee benefit, director or
shareholder plans or other continuous offering plans or otherwise in

connection with any employment arrangement,

— any shares issued or sold in connection with any acquisition of any
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assets, business or securities or in connection with any merger, strategic
alliance, business combination or other similar transaction, provided that
the recipients of such shares agree not to sell such shares until 45 days
after the expiration of this exchange offer,
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— shares of AT&T Wireless Group tracking stock issued or sold in one or
more transactions with a fair market value at the time of sale of up to
$3 billion in the aggregate, or

— any shares the issuance or sale of which AT&T determines is reasonably
necessary to facilitate the split-off of AT&T Wireless Group.

The provisions of this paragraph shall not apply to or restrict any
transactions in shares of common stock of AT&T Wireless Services or in any other
securities of AT&T Wireless Services or any transactions in any other securities
of AT&T or any of its affiliates, including any securities that are exchangeable
or exercisable for or convertible into any shares of AT&T Wireless Group
tracking stock. These restrictions will not interfere with AT&T's ability to
complete the split-off.

LEGAL LIMITATION

This document is not an offer to sell any AT&T Wireless Group tracking
stock, and is not soliciting any offer to buy any AT&T common stock, in any
jurisdiction in which the offer or sale is not permitted. If AT&T learns of any
jurisdiction in the United States where making this exchange offer or its
acceptance would not be permitted, AT&T intends to make a good faith effort to
comply with the relevant law of that jurisdiction. If, after a good faith
effort, AT&T cannot comply with that law, AT&T will determine whether this
exchange offer will be made to, and whether tenders will be accepted from or on
behalf of, persons that are holders of shares of AT&T common stock residing in
the jurisdiction.

REDEMPTION OF AT&T SHARES FROM COMCAST CORPORATION

Under an agreement dated August 11, 2000, implementing a letter agreement
dated May 4, 1999, among AT&T, Comcast Corporation and subsidiaries of Comcast,
AT&T has agreed to redeem shares of AT&T common stock from Comcast and its
subsidiaries in exchange for specified cable systems held by AT&T and its
subsidiaries. The exchange of the cable systems for the shares will be based on
a valuation of (1) the cable systems at $4,591 per subscriber, subject to
specified adjustments, (2) the 39,601,980 AT&T shares held by Comcast and its
subsidiaries as of May 4, 1999 at $54.41 per share, (3) the 260,298 AT&T shares
held by a specified affiliate of Comcast at $48.8125 per share, and (4)
approximately 24 million AT&T shares acquired by Comcast and its subsidiaries
after May 4, 1999 with an estimated value of $546 million (subject to purchase
price adjustment) based on the purchase prices paid by Comcast and its
subsidiaries for such shares. AT&T currently expects this redemption to occur on
or about April 30, 2001.

FEES AND EXPENSES
Dealer Manager

Credit Suisse First Boston Corporation is acting as the dealer manager in
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connection with this exchange offer. Credit Suisse First Boston Corporation will
receive a fee of $1.5 million for its services as dealer manager, in addition to
being reimbursed by AT&T for its reasonable out-of-pocket expenses, including
attorneys' fees, in connection with this exchange offer. The foregoing fees will
be payable if and when this exchange offer is completed. Credit Suisse First
Boston Corporation has in the past provided and is currently providing
investment banking services to AT&T and AT&T Wireless Group, including financial
advisory services to AT&T in connection with its restructuring, for which it has
received and will receive customary compensation.

AT&T has agreed to indemnify Credit Suisse First Boston Corporation against
specified liabilities related to this transaction, including civil liabilities
under the U.S. federal securities laws, and to contribute to payments that
Credit Suisse First Boston Corporation may be required to make in respect
thereof. Credit Suisse First Boston Corporation may from time to time hold
shares of AT&T common stock in its proprietary accounts, and, to the extent it
owns shares of AT&T common stock in these accounts at the time of this exchange
offer, it may tender these shares of AT&T common stock in this exchange offer.
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Marketing Manager

Lehman Brothers Inc. is acting as marketing manager for AT&T in connection
with this exchange offer. In its role as marketing manager, Lehman Brothers Inc.
will participate in the marketing efforts related to this exchange offer. Lehman
Brothers Inc. will receive a fee of $1.5 million for its services as marketing
manager, in addition to being reimbursed by AT&T for its reasonable
out-of-pocket expenses, including attorneys' fees. The foregoing fees will be
pavable if and when this exchange offer is completed. Lehman Brothers Inc. has
in the past provided and is currently providing investment banking services to
AT&T and AT&T Wireless Group, including financial advisory services to AT&T in
connection with its restructuring, for which it has received and will receive
customary compensation.

AT&T has agreed to indemnify Lehman Brothers Inc. against specified
liabilities related to this exchange offer, including civil liabilities under
the U.S. federal securities laws, and to contribute to payments that Lehman
Brothers Inc. may be required to make in respect thereof. Lehman Brothers Inc.
may from time to time hold shares of AT&T common stock in its proprietary
accounts, and, to the extent it owns shares of AT&T common stock in these
accounts at the time of this exchange offer, it may tender these shares of AT&T
common stock in this exchange offer.

Soliciting Dealers

AT&T will pay each soliciting dealer a solicitation fee of $0.75 per share,
for up to 1,000 shares per tendering stockholder, for each share of AT&T common
stock tendered and accepted for exchange under this exchange offer if that
soliciting dealer has affirmatively solicited and obtained the tender. AT&T will
not pay a solicitation fee in connection with a tender of AT&T common stock by a
shareholder that tenders:

- more than 10,000 shares of AT&T common stock; or

- from a country outside the United States.

"Soliciting dealer" includes the following organizations:

— any broker or dealer in securities that is a member of any national
securities exchange in the United States or of the National Association
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of Securities Dealers, Inc.; or
- any bank or trust company located in the United States.

In order for a soliciting dealer to receive a solicitation fee with respect
to the valid tender of shares of AT&T common stock held in registered form, the
exchange agent must have received, by three NYSE trading days after the
expiration date, a properly completed and duly executed letter of transmittal.
If a letter of transmittal is not received by the exchange agent within three
NYSE trading days after the expiration date, no solicitation fee will be paid to
such soliciting dealer.

In order for a soliciting dealer to receive a solicitation fee with respect
to the valid tender of shares of AT&T common stock held beneficially, the
exchange agent must have received, by three NYSE trading days after the
expiration date, an agent's message. If an agent's message is not received by
the exchange agent within three NYSE trading days after the expiration date, no
solicitation fee will be paid to that soliciting dealer.

Under no circumstances shall a fee be paid to a soliciting dealer more than
once with respect to any one share of AT&T common stock. No soliciting dealer is
required to make a recommendation to holders of shares of AT&T common stock as
to whether to tender or refrain from tendering in this exchange offer.

Soliciting dealers should take care to ensure proper record-keeping to
document their entitlement to any solicitation fee. AT&T and the exchange agent
reserve the right to require additional information, as deemed warranted in
their sole discretion.

All questions as to the validity, form, and eligibility, including time of
receipt of notices of solicited tenders will be determined by the exchange agent
and AT&T, in their sole discretion, which determination
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will be final and binding. Neither AT&T, the exchange agent nor any other person
will be under any duty to give notification of any defects or irregularities in
a notice of solicited tender or incur any liability for failure to give such
notification.

AT&T will not pay a solicitation fee to a soliciting dealer that for any
reason must transfer the fee to a tendering stockholder. Soliciting dealers are
not entitled to a solicitation fee with respect to shares of AT&T common stock
beneficially owned by them or with respect to any shares of AT&T common stock
that are registered in the name of a soliciting dealer unless the shares are
held by that soliciting dealer as nominee and are tendered for the benefit of
beneficial holders. No broker, dealer, bank, trust company or fiduciary shall be
deemed to be the agent of AT&T, the exchange agent, the information agent or the
dealer manager for purposes of this exchange offer.

AT&T will not pay any fees or commissions to any broker or dealer or any
other person, other than Credit Suisse First Boston, Lehman Brothers Inc. and
the soliciting dealers, for soliciting tenders of shares of AT&T common stock
under this exchange offer. Brokers, dealers, commercial banks and trust
companies will, upon request made within a reasonable period of time, be
reimbursed by AT&T for reasonable and necessary costs and expenses incurred by
them in forwarding materials to their customers.

INFORMATION AGENT AND EXCHANGE AGENT

AT&T has retained Georgeson Shareholder Communications to act as the
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information agent and Equiserve to act as the exchange agent in connection with
this exchange offer. Equiserve also currently serves as AT&T's transfer agent.
The information agent may contact holders of shares of AT&T common stock by
mail, telephone, facsimile transmission and personal interviews and may request
brokers, dealers and other nominee shareholders to forward materials relating to
this exchange offer to beneficial owners. The information agent and the exchange
agent each will receive reasonable compensation for their respective services,
will be reimbursed for reasonable out-of-pocket expenses and will be indemnified
against liabilities in connection with their services.

Neither the information agent nor the exchange agent has been retained to
make solicitations or recommendations. The fees they receive will not be based
on the number of shares of AT&T common stock tendered under this exchange offer;
however, the exchange agent will be compensated in part on the basis of the
number of letters of transmittal received and the number of account statements
distributed.

AT&T has retained certain other persons to serve as local exchange agents
in connection with this exchange offer in jurisdictions outside the United
States. These local exchange agents will receive reasonable compensation and
other rights in connection with their services.
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PRICE RANGE AND DIVIDENDS FOR AT&T COMMON STOCK

AT&T common stock is listed on the NYSE under the symbol "T". The following
table contains, for the periods indicated, the high and low sale price per share
of AT&T common stock as reported on the NYSE composite tape, and the cash
dividends paid per share of AT&T common stock, as adjusted for our three for two
stock split effective April 16, 1999:

CASH DIVIDEND

CALENDAR YEAR HIGH LOW PER SHARE
1998
FirsSt QUATLET e ittt ittt e e ettt e e et ettt e e e $45 171/256 $38 1/4 $0.22
SEeCONd QUAT L CT i i ittt ettt ettt e ettt e e 44 235/256 37 107/256 0.22
Third QUALE e . vt ittt et e e e et e et et e e e et e 40 235/256 32 1/4 0.22
Fourth QUATtEeTr. .. v ittt ittt ittt e et et e 52 171/256 37 117/256 0.22
1999
T o= N S O =l i = o 64 21/256 50 149/256 0.22
SEeCONd QUAT L CT i i ittt ettt ettt e ettt e e 63 50 1/16 0.22
Third QUAL L e . it ittt et e e e e e e et ettt e et eeen 59 41 13/16 0.22
FoUTrth QUATLET e it ittt e e e e et ettt ettt e e e e 61 41 1/2 0.22
2000
T o= N O F= i = o 61 44 5/16 0.22
SEeCONd QUAT L CT v i ettt ettt e et ettt 58 13/16 31 1/4 0.22
Third QUATLE e . it ittt et e e e et e et ettt et e eeen 35 3/16 27 1/4 0.22
FoUTrth QUATL T e v it ittt e e e e e e e e et ettt e e e e 30 16 1/2 0.22
2001
First QUArter . . vt ittt ittt et et et et ettt e e 25.15 17.25 0.0375
Second Quarter (through April 17, 2001)........ 22.20 19.85 0.0375

There were 1,735,045 holders of record of AT&T common stock as of March 31,
2001.
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On October 24, 2000, the last full day of trading before the public
announcement AT&T's intention to commence this exchange offer, the closing
trading price per share of AT&T common stock as reported on the NYSE composite
tape was $26 7/8.

On April 17, 2001, the last full day of trading before the announcement of
the exchange ratio, the closing trading price per share of AT&T common stock as
reported on the NYSE composite tape was $21.85. You should obtain current market
quotations for the shares of AT&T common stock before deciding whether to tender
your shares of AT&T common stock.

On December 20, 2000, AT&T announced that it had reduced the quarterly
dividend on AT&T common stock to $0.0375 per share. If AT&T's board of directors
declares a quarterly dividend on the AT&T common stock after commencement of
this exchange offer but before the expiration date, it is possible that the
record date for determining holders of AT&T common stock entitled to receive the
dividend would be a date before the expiration date. Tendering your shares of
AT&T common stock in this exchange offer will not change your status as a record
holder of AT&T common stock, except with respect to those of your shares of AT&T
common stock that are accepted for exchange upon completion of this exchange
offer. This means that, if you tender shares of AT&T common stock before the
record date for a dividend, you will continue to be the record holder of those
shares of AT&T common stock on the record date and you will be entitled to
receive payment of the dividend if the record date is a date before the
expiration date. In this event, the quarterly dividend would be paid to you in
the normal manner and would be separate from any shares of AT&T Wireless Group
tracking stock, and cash instead of fractional shares, issued to you in this
exchange offer.

Shareholders that exchange shares of AT&T common stock pursuant to this
exchange offer will not be entitled to any dividends on those shares of AT&T
common stock with a record date after the date on which AT&T accepts those
tendered shares. Shareholders will continue to receive the regular quarterly
dividend with respect to any shares of AT&T common stock that are not exchanged
pursuant to this exchange offer.
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PRICE RANGE FOR AT&T WIRELESS GROUP TRACKING STOCK

AT&T Wireless Group tracking stock is listed on the NYSE under the symbol
"AWE". The following table contains, for the periods indicated, the high and low
sale prices per share of AT&T Wireless Group tracking stock as reported on the
NYSE composite tape.

CALENDAR YEAR HIGH LOW
2000
Second Quarter (from April 28) ... .t iiiii it S 36 S 23 9/16
Third QUL O . it ettt ettt e e e e e e et ettt et ettt 29 9/16 20 1/2
JEROXE i ol o B O ) U= B it = B 24 15/16 16 3/8
2001
First QUATL eI . ittt it e et et et e e et et et et ettt e e 27.30 17.06

Second Quarter (through April 17, 2001).............. 20.00 17.00



Edgar Filing: AT&T CORP - Form S-4/A

There were 3,737 holders of record of AT&T Wireless Group tracking stock as
of March 31, 2001.

On October 24, 2000, the last full day of trading before the public
announcement AT&T's intention to commence this exchange offer, the closing
trading price per share of AT&T Wireless Group tracking stock as reported on the
NYSE composite tape was $21 5/8.

On April 17, 2001, the last full day of trading before the announcement of
the exchange ratio, the closing trading price per share of AT&T Wireless Group
tracking stock as reported on the NYSE composite tape was $19.88. You should
obtain current market quotations for the shares of AT&T Wireless Group tracking
stock before deciding whether to tender your shares of AT&T common stock.

Since the completion of the public offering on April 28, 2000, AT&T has not
paid dividends on AT&T Wireless Group tracking stock. AT&T's board of directors
currently does not expect to pay dividends on the AT&T Wireless Group tracking
stock in the foreseeable future.
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CAPITALIZATION OF AT&T

The following table sets forth as of December 31, 2000 the historical
combined cash and capitalization of AT&T and the combined cash and
capitalization of AT&T on a pro forma basis to give effect to this exchange
offer, the DoCoMo investment and the AT&T Wireless Group distribution. This
table should be read in conjunction with the historical and pro forma financial
information included or incorporated by reference into this document.

AT DECEMBER 31, 2000

(IN MILLIONS)

HISTORICAL PRO FORMA
Cash and cash equivalent s . . vttt it ittt eeeeeeeeeeeeennnns $ 126 S 64
Debt maturing within one year (including current maturities
of long-—term debt) ...ttt ittt e e e e e e 31,947 23,386
Long—term debt . ...ttt it et e et et e e et 33,092 33,089

Common Stock:

AT&T Common Stock, $1 par value, authorized

6,000,000,000 shares; issued and outstanding

3,760,151,185 shares; 3,332,151,185 shares

issued and outstanding, as adjusted............. 3,760 3,332
AT&T Wireless Group Common Stock, $1 par value,

authorized 6,000,000,000 shares; issued and

outstanding 361,802,200 shares; no shares issued

and outstanding, as adjusted.............. ... 362 -
Liberty Media Group Class A Common Stock, $1 par

value, authorized 4,000,000,000 shares; issued

and outstanding 2,363,738,198 shares............ 2,364 2,364
Liberty Media Group Class B Common Stock, $1 par

value, authorized 400,000,000 shares; issued and

outstanding 206,221,288 shares.........ccvvoun.. 206 206
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, 554
, 944

(4206)

,974

Additional paid-in capital..... .ttt ittt 90,496 79
Retained earnings. ...ttt ittt ittt ettt eeanaeaeenns 7,408 2
Accumulated other comprehensive income..............iuunnn.. (1,398)
Total shareholders' eqUityY. ...ttt ittt iie et eeneenns 103,198 87
Total capitalization. . vttt ettt ettt eeeeenannaens $168,237 $144
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DOCOMO STRATEGIC INVESTMENT

On January 22, 2001, NTT DoCoMo, Inc., a leading Japanese wireless
communications company, invested approximately $9.8 billion for shares of a new
class of AT&T preferred stock that are convertible into 406,255,889 shares of
AT&T Wireless Group tracking stock and that are intended to reflect
approximately 16% of the financial performance and economic value of AT&T
Wireless Group. As part of this investment, DoCoMo also received five-year
warrants to purchase the equivalent of an additional 41,748,273 shares of AT&T
Wireless Group tracking stock at $35 per share, and DoCoMo and AT&T Wireless
Services formed a strategic alliance to develop the next generation of mobile
multimedia services on a global-standard, high-speed wireless network. Of the
406,255,889 AT&T Wireless Group tracking stock share equivalents issued to
DoCoMo, 228,128,307 shares represented new share equivalents at $27.00 each, and
the remaining 178,127,582 share equivalents represented a reduction of AT&T
Common Stock Group's retained portion of the value of AT&T Wireless Group at
$20.50 each. Accordingly, AT&T Common Stock Group retained $3,651,615,431 of the
proceeds of the DoCoMo investment and allocated $6,159,464,289 to AT&T Wireless
Group.

The following is a summary of the material provisions of the agreements
among DoCoMo, AT&T and AT&T Wireless Services, and the terms of the DoCoMo
Wireless Tracking Stock. This summary is qualified in its entirety by reference
to the full text of these documents, which have been filed as exhibits to the
registration statement of which this document is a part and are incorporated
into this document by reference.

New Class of AT&T Wireless Group Tracking Stock

DoCoMo purchased 812,511.778 shares of a new class of AT&T preferred stock,
par value $1.00, that we call "DoCoMo wireless tracking stock." Each share of
DoCoMo wireless tracking stock is convertible at any time into 500 shares of
AT&T Wireless Group tracking stock and has the same voting and dividend rights
as 500 shares of AT&T Wireless Group tracking stock. The DoCoMo wireless
tracking stock also has some additional rights not available to holders of AT&T
Wireless Group tracking stock. The following is a description of some of the
rights and features of the DoCoMo wireless tracking stock.

- Conversion. DoCoMo can convert all, and not less than all, of its shares
of DoCoMo wireless tracking stock into AT&T Wireless Group tracking stock
at a ratio of 500 shares of AT&T Wireless Group tracking stock for each
share of DoCoMo wireless tracking stock, subject to anti-dilution
protection. If the split-off occurs, then, immediately before the
completion of the split-off, each share of DoCoMo wireless tracking stock
automatically will be converted into 500 shares of AT&T Wireless Group
tracking stock, subject to anti-dilution protection, and thereafter be
exchanged on the same terms as all other shares of AT&T Wireless Group
tracking stock in the split-off.

— Liquidation Preference. The DoCoMo wireless tracking stock carries an
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aggregate ligquidation preference of $3.65 billion in the event of an
involuntary liquidation or dissolution of AT&T, and holders of DoCoMo
wireless tracking stock are entitled to participate in this preference in
proportion to the number of shares they hold. The holders of shares of
DoCoMo wireless tracking stock also will be entitled to participate, on
an as-converted basis, in any additional liquidation payments made to
holders of AT&T Wireless Group tracking stock, less any amounts received
out of the $3.65 billion liquidation preference. The DoCoMo wireless
tracking stock has no preference in the event of a voluntary liquidation
or dissolution of AT&T, but automatically would convert into shares of
AT&T Wireless Group tracking stock and participate in any ligquidation
payments made to holders of AT&T Wireless Group tracking stock.

— Dividends. Holders of DoCoMo wireless tracking stock are entitled to
participate, on an as-converted basis, in any dividends or distributions
paid to holders of AT&T Wireless Group tracking stock.
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— Voting Rights. Holders of DoCoMo wireless tracking stock are entitled to
vote together with holders of AT&T common shares and not as a separate
class. Each share of DoCoMo wireless tracking stock is entitled to the
number of votes that could be cast by the shares of AT&T Wireless Group
tracking stock into which the DoCoMo wireless tracking stock is
convertible. Initially, each share of DoCoMo wireless tracking stock will
be entitled to 250 votes.

- Redemption at the Option of AT&T. There are two instances in which AT&T
may redeem all, and not less than all, of the shares of DoCoMo wireless
tracking stock and warrants owned by DoCoMo at DoCoMo's original purchase
price plus a predetermined rate. First, if the proposed split-off does
not occur before April 26, 2002 and thereafter AT&T redeems all AT&T
Wireless Group tracking stock, AT&T may concurrently redeem the DoCoMo
wireless tracking stock. In this case, if AT&T announces a sale of all or
substantially all the assets of AT&T Wireless Group within a year of
redemption and then completes the sale, DoCoMo will be entitled to
receive a payment equal to the excess of the value from that sale that
would have been attributable to the DoCoMo wireless tracking stock over
the redemption price. Second, if specified adverse tax events occur
before the split-off and, thereafter, all AT&T Wireless Group tracking
stock is redeemed, AT&T may concurrently redeem the DoCoMo wireless
tracking stock on the same terms as described above. In either case, if
AT&T splits-off all or substantially all of the assets of AT&T Wireless
Group within a year of redeeming the DoCoMo wireless tracking stock,
DoCoMo will be entitled to reinvest in the spun off entity at the
redemption price and otherwise on terms comparable to those set forth in
the letter agreement.

- Transfer. Shares of DoCoMo wireless tracking stock are not transferable
other than by conversion into AT&T Wireless Group tracking stock or
redemption by AT&T.

Warrants

DoCoMo acquired 83,496.546 warrants, each of which initially represents the
right to purchase one share of DoCoMo wireless tracking stock at an exercise
price of $17,500 per share, or $35 per AT&T Wireless Group tracking stock share
equivalent, subject to customary anti-dilution adjustments. These warrants may
be exercised in any amount and at any time until the fifth anniversary of the
issuance of the warrants. Upon transfer by DoCoMo to a third party, or if DoCoMo
converts its DoCoMo wireless tracking stock into AT&T Wireless Group tracking
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stock, each of the warrants will be exercisable for 500 shares of AT&T Wireless
Group tracking stock at an exercise price of $35 per share, and will no longer
be exercisable for DoCoMo wireless tracking stock. After the split-off, each
warrant will be exercisable for 500 shares of the AT&T Wireless Services common
stock at an exercise price of $35 per share, subject to adjustments to reflect
the exchange ratio and customary anti-dilution adjustments. The warrants are
subject to the transfer restrictions described below. The shares of DoCoMo
wireless tracking stock issuable upon exercise of the warrants, and any shares
of AT&T Wireless Group tracking stock into which they are convertible, will
represent new share equivalents.

DoCoMo Investment Rights and Obligations

In addition to the rights inherent in the shares of DoCoMo wireless
tracking stock, under the agreements, DoCoMo has additional rights and
obligations with respect to its investment in AT&T Wireless Group that will
continue even if DoCoMo converts its shares of DoCoMo wireless tracking stock
into AT&T Wireless Group tracking stock or if the split-off is completed.

- Transfer Restrictions. Without the consent of AT&T before the split-off,
or AT&T Wireless Services after the split-off, for 18 months following
the investment, DoCoMo may not transfer any warrants or any shares of
AT&T Wireless Group tracking stock or AT&T Wireless Services
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common stock that it receives on conversion of DoCoMo wireless tracking
stock, except if specified events occur. Those events are:

—-— a sale of all or substantially all of AT&T Wireless Group's assets or
business through merger or other business combination unless AT&T
Wireless Group shareholders continue to own two-thirds of the
successor corporation;

—-— the acquisition or acquisitions of business or assets, other than
radio spectrum rights, by AT&T Wireless Group totaling more than $25
billion; or

-— a tender offer or exchange offer approved by AT&T's board of
directors or AT&T Wireless Services board of directors, as
applicable.

In addition, subject to a limited exception, without AT&T's or AT&T
Wireless Group's consent, as the case may be, DoCoMo may not transfer any AT&T
Wireless Group securities to any person if after the transfer the recipient's
interest in AT&T Wireless would exceed 6%, or in the case of recipients,
principally financial institutions, who are eligible to report their interest on
Schedule 13G under the Securities Exchange Act, 10%.

None of DoCoMo's special rights are transferable by DoCoMo along with the
shares, except that DoCoMo may transfer its demand registration rights described
below to any transferee of more than $1 billion of AT&T Wireless Group
securities, and DoCoMo may transfer one demand registration right to a
transferee of the warrants. Any transfer of registration rights will be subject
to overall limitations on the registration rights and will not increase AT&T's
or AT&T Wireless Group's aggregate registration obligations.

— Repurchase Obligations.

—-— Failure to complete split-off within specified time frame. If the
split-off is not completed by January 1, 2002, or March 15, 2002 if
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the reason it was not completed by January 1, 2002 was that the
requisite IRS ruling had not been received and AT&T reasonably
believes that it is possible to obtain such a ruling by, or effect
the split-off without a ruling by, March 15, 2002 and is continuing
to seek such a ruling or to effect the split-off without a ruling,
then DoCoMo may require AT&T to repurchase DoCoMo wireless tracking
stock, or AT&T Wireless Group tracking stock, and warrants, that
DoCoMo still holds at that time. DoCoMo must exercise this right
within 30 days of the January 1 or March 15, 2002 trigger date,
whichever is applicable. The repurchase price will be DoCoMo's
original purchase price plus a predetermined rate. This repurchase
obligation will be allocated between AT&T and AT&T Wireless Group in
proportion to the allocation of the proceeds received from the
investment. Consequently, AT&T Wireless Group will be obligated to
fund $6.2 billion of the repurchase price, plus interest. In lieu of
receiving this repurchase price from AT&T, DoCoMo will have the right
to cause AT&T to register for public sale all of the shares of AT&T
Wireless Group tracking stock (including shares that DoCoMo would
hold if it exercised its warrants and converted its shares of DoCoMo
wireless tracking stock), and thereafter DoCoMo will be able to sell
those shares and retain the proceeds from that sale or sales.

—-— Failure to meet primary third generation technology benchmarks within
specified time frame. In some circumstances, if by June 30, 2004 (1)
AT&T Wireless Group fails to launch service based on a wireless
communications technology known as universal mobile
telecommunications systems, or wideband code division multiple
access, 1in at least 13 of the top 50 U.S. markets or (2) abandons
wideband code division multiple access as its primary technology for
third generation services, DoCoMo may require AT&T before the
split-off, or AT&T Wireless Services after the split-off, to
repurchase the DoCoMo wireless tracking stock, or AT&T Wireless Group
tracking stock, and the warrants that DoCoMo still holds (or the AT&T
Wireless Services common stock and related warrants if post
split-off). The repurchase price will be DoCoMo's original purchase
price plus interest of a predetermined rate. Before the split-off,
the repurchase obligation will be allocated between AT&T and AT&T
Wireless
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Group in proportion to the allocation of the proceeds received from
the investment, which was approximately $3.6 billion for AT&T and
$6.2 billion for AT&T Wireless Group. After the split-off, if DoCoMo
requires repayment because of AT&T Wireless Services' failure to
commence service using an agreed technology as described above, AT&T
Wireless Services will be obligated to fund the entire amount of the
repurchase obligation, which is $9.8 billion, plus interest, with
AT&T being secondarily liable for up to $3.6 billion, plus interest
if AT&T Wireless Services is unable to satisfy the entire obligation.
In lieu of paying all or a portion of the repurchase price, AT&T or
AT&T Wireless Services, as the case may be, will have the right to
cause DoCoMo to sell any portion of its shares in a registered sale,
and to pay DoCoMo the difference between the repurchase price and the
proceeds from the registered sales.

Standstill. Until the fifth anniversary of the closing of the
investment, DoCoMo, its controlled subsidiaries, when acting on behalf of
DoCoMo, its officers, directors or agents, or any subsidiary to which
DoCoMo has disclosed confidential information regarding its investment
may not take a number of actions, including the following, without AT&T's
consent before the split-off or AT&T Wireless Services' consent after the
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split-off:

—-— acquire or agree to acquire any voting securities of AT&T or AT&T
Wireless Services, except in connection with DoCoMo's exercise of its
preemptive rights, conversion rights or warrants;

—— solicit proxies with respect to AT&T's or AT&T Wireless Services'
voting securities or become a participant in any election contest
relating to the election of the directors of AT&T or AT&T Wireless
Services;

—-— call or seek to call a meeting of the AT&T or AT&T Wireless Services
shareholders or initiate a shareholder proposal;

—-— contest the wvalidity of the standstill in a manner that would lead to
public disclosure;

—-— form or participate in a group that would be required to file a
Schedule 13D with the SEC as a "person" within the meaning of the
Section 13(d) (3) of the Securities Exchange Act; or

—— act in concert with any person for the purpose of effecting a
transaction that would result in a change of control of AT&T or AT&T
Wireless Services.

After the fifth year anniversary of the investor agreement, DoCoMo will
continue to be subject to the standstill for so long as DoCoMo has the right to
nominate at least one director. However, DoCoMo will be released from the
standstill 91 days after the resignations of all of its representatives on
AT&T's and AT&T Wireless Services' board of directors, as the case may be, all
of DoCoMo's nominated AT&T Wireless Services committee members and all of
DoCoMo's nominated management. After these resignations, AT&T Wireless may take
steps to terminate or sequester all of the other DoCoMo nominated employees.

If NTT, which owns approximately two-thirds of DoCoMo, or any of NTT's
subsidiaries other than DoCoMo takes any action contrary to the standstill
restrictions and the action leads to any vote of shareholders of AT&T before the
split-off or AT&T Wireless Services after the split-off, then DoCoMo either must
vote its shares as the board of directors of AT&T or AT&T Wireless Services
directs, or must vote its shares in proportion to the votes cast by the
shareholders that are not affiliated with either DoCoMo or NTT. In addition, if
NTT or any of its subsidiaries commences a tender offer for AT&T or AT&T
Wireless Services securities, DoCoMo cannot tender or transfer any of its
securities into that offer until all of the conditions to that offer have been
satisfied.

The standstill provisions described above will terminate in the following
circumstances:

—-— a third party unaffiliated with AT&T Wireless commences a tender or
exchange offer of 15% of AT&T Wireless Services' outstanding voting
securities and AT&T Wireless Services does not publicly recommend
that its shareholders reject the offer;
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—— AT&T Wireless Services enters into a definitive agreement to merge
into or sell all or substantially all of its assets to a third party
unless AT&T Wireless Services shareholders retain at least 50% of the
economic and voting power of the surviving corporation; or

81



Edgar Filing: AT&T CORP - Form S-4/A

—— AT&T Wireless Services enters into a definitive agreement that would
result in any one person or groups of persons acquiring more than 35%
of the voting power of AT&T Wireless Services, unless, among other
things, this person or group agrees to a standstill.

The standstill provisions terminate with respect to AT&T two years after
the split-off (or, if sooner, upon any of the foregoing three events as applied
to ATE&T) .

- Registration Rights. Subject to certain exceptions and conditions,
DoCoMo is entitled to require AT&T before the split-off, and AT&T
Wireless Services after the split-off, to register shares of AT&T
Wireless Group tracking stock or AT&T Wireless Services common stock on
up to six occasions, with each demand involving not less than $500
million worth of shares. DoCoMo cannot exercise more than one demand
right in any seven and a half month period. DoCoMo also is entitled to
require AT&T or AT&T Wireless Services, as the case may be, to register
securities for resale in an unlimited number of incidental registrations,
commonly known as piggy-back registrations. DoCoMo will cease to be
entitled to these registration rights if it owns less than $1 billion of
AT&T or AT&T Wireless Services securities, as the case may be, and
securities reflecting less than 2% of the financial performance and
economic value of AT&T Wireless Services.

— Board Representation. Until the split-off, DoCoMo is entitled to
nominate one representative to the AT&T board of directors, and that
representative also will be a member of the AT&T Wireless Group capital
stock committee. DoCoMo's nominee was elected to AT&T's Board of
Directors on March 21, 2001. After the split-off, DoCoMo will be entitled
to nominate a number of representatives on the AT&T Wireless Services
board of directors proportional to its economic interest acquired as a
result of this investment. The DoCoMo nominees for these board seats must
be senior officers of DoCoMo that are reasonably acceptable to AT&T or
AT&T Wireless Services, as the case may be. DoCoMo will lose these board
representation rights if its economic interest in AT&T Wireless Services
falls below 10% for 60 consecutive days. However, as long as it retains
62.5% of the shares of its original investment or shares of AT&T Wireless
Group tracking stock into which such shares are convertible, DoCoMo will
lose its board representation rights only if its economic interest in
AT&T Wireless Services falls below 8% for 60 consecutive days.

- Management Rights. Before the split-off, DoCoMo is entitled to appoint
one of its senior executives that is reasonably acceptable to AT&T
Wireless Group to AT&T Wireless Group's senior leadership team. In
addition, subject to AT&T Wireless Group's reasonable approval, DoCoMo
can appoint between two and five of its employees as employees of AT&T
Wireless Group, including the Manager-Finance and Director of Technology.
DoCoMo will lose these rights under the same circumstances as it would
lose board representation rights.

- Right to Approve Specified Actions. Before the split-off, AT&T may not
take any of the following actions without DoCoMo's prior approval:

—-— sell all or substantially all of AT&T Wireless Group's assets;
—-— sell all or substantially all of AT&T Wireless Group's business
through merger or other business combination, unless AT&T Wireless

Group shareholders retain two-thirds of the successor corporation;

—-— acquire business or assets for AT&T Wireless Group, other than radio
spectrum rights, in excess of $17 billion;
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—-— subject to some exceptions, issue any further economic interests or
rights to AT&T Wireless over 15% of AT&T Wireless Group's market
capitalization as of the date of the letter agreement;
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—-— subject to some exceptions, pay cash dividends to or repurchase AT&T
Wireless Group tracking stock;

—— amend AT&T's charter or by-laws so that the rights of the holders of
DoCoMo wireless tracking stock would be adversely affected; or

—— change the split-off related agreements so that AT&T Wireless
Services would be materially adversely affected or enter into new,
material contracts among affiliated parties that do not have
arm's-length terms.

After the split-off, AT&T Wireless Services may not take any of the
following actions without DoCoMo's prior approval:

—— change the scope of its business such that AT&T Wireless Group's
businesses (including those in its business plan) cease to constitute
the primary businesses of AT&T Wireless Services; or

—-— enter into a strategic alliance with another wireless operator so
that the wireless operator would own more than 15% but less than 50%
of the economic interest in AT&T Wireless Services.

DoCoMo will lose these approval rights under the same circumstances as it
would lose board representation rights.

— Preemptive Rights. DoCoMo has limited preemptive rights that entitle it
to maintain its ownership interest by purchasing shares in some new
equity issuances by AT&T or AT&T Wireless Services. In the event of a new
equity issuance of the type covered by the preemptive right, then:

—-— if DoCoMo holds 12% or more of the economic interest of AT&T Wireless
Services at the time of the new issuance, DoCoMo may purchase a
number of additional shares that would bring DoCoMo's economic
interest back up to 16%; and

—-— if DoCoMo holds less than 12% of the economic interest of AT&T
Wireless Services at the time of the new issuance, DoCoMo may
purchase a number of additional shares that would maintain DoCoMo's
economic interest at the level it was at just before the new
issuance.

In most cases, the purchase price for these additional shares will be the
issuance price. DoCoMo will lose these preemptive rights under the same
circumstances as it would lose board representation rights.

Strategic Alliance

In connection with DoCoMo's investment, AT&T Wireless Services and DoCoMo
formed a strategic alliance to develop the next generation of mobile multimedia
services on a global-standard, high-speed wireless network. AT&T Wireless
Services will create a new, wholly owned subsidiary to develop and encourage the
development of multimedia content, applications and services offerable over AT&T
Wireless Services' current network, as well as on new, high-speed wireless
networks built to global standards for third generation services. AT&T Wireless
Services will contribute, among other things, its rights to content and
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applications used in its PocketNet service to the new multimedia subsidiary.
Both AT&T Wireless Services and DoCoMo plan to provide technical resources and
support staffing. In addition, AT&T Wireless Services will be able to license
from DoCoMo, without additional payment, certain rights to DoCoMo's "i-mode"
service, which provides access to the Internet from wireless telephones, and
related technology.

The strategic alliance is expected to enable each of AT&T Wireless Services
and DoCoMo to offer market-appropriate wireless services to customers throughout
the United States and Japan, respectively. In addition, each has agreed, subject
to technical and commercial feasibility, to recognize the other as its primary
and preferred roaming partner in the other party's home territory.

AT&T and AT&T Wireless Services on the one hand, and DoCoMo on the other
hand, have agreed to certain non-competition commitments that restrict each
other's ability to provide mobile wireless services in Japan and the United
States, respectively. They have also agreed to limit the extent to which
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AT&T or AT&T Wireless Services on the one hand, and DoCoMo on the other hand,
will be able to participate in certain mobile multimedia activities and
investments in each other's home territory. Any such restrictions on AT&T would
terminate upon the earlier of a split-off of AT&T Wireless Services or exercise
by DoCoMo of any put, liquidation or registration right as a result of the
non-occurrence of such a split-off. AT&T Wireless Services and DoCoMo will
generally be bound by the non-competition commitments until DoCoMo loses its
board representation and management rights, either due to any of the events
described under "-- DoCoMo Investment Rights and Obligations —-- Board
Representation” and "-- DoCoMo Investment Rights and Obligations —-- Management
Rights", or due to voluntary relinquishment of such rights by DoCoMo.

Potential Effects of DoCoMo's Investment

Until the split-off, AT&T will record a non-cash carrying cost on the
DoCoMo wireless tracking stock of just under 7%, relating to DoCoMo's right to
require AT&T to repurchase the DoCoMo wireless tracking stock as described
above. This non-cash carrying cost is expected to result in a $0.03 to $0.04 net
reduction of AT&T common stock 2001 per share earnings, assuming AT&T Wireless
Group 1is split-off to shareholders by June 30, 2001. This excludes any non-cash
charges that AT&T may be required to incur with respect to the warrants, but
does include interest expense savings AT&T 1s expected to realize by reducing
its debt.

Some of DoCoMo's rights under the investment agreement, including the
repurchase rights and veto rights, could limit the flexibility of AT&T Wireless
Group, before the split-off, or AT&T Wireless Services, after the split-off, to
finance its operations or engage in some types of strategic transactions that
AT&T Wireless Group or AT&T Wireless Services might otherwise pursue.
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BUSINESS OF AT&T

AT&T is among the world's communications leaders, providing voice, data and
video communications services to large and small businesses, consumers and
government entities. AT&T and its subsidiaries furnish domestic and
international long distance, regional, local and wireless communications
services, cable television and Internet communications services. AT&T also
provides billing, directory assistance, and calling card services to support its
communications business.
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AT&T's primary lines of business are business communications services,
consumer communications services, broadband services, and wireless services. In
addition, AT&T's other lines of business include network management and
professional services through AT&T Solutions and international operations and
ventures.

As described elsewhere in this document, AT&T has announced plans to
restructure itself into a number of separate companies or separately tracked
business units.
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BUSINESS OF AT&T WIRELESS GROUP
OVERVIEW

AT&T Wireless Group 1is one of the largest wireless communications service
providers in the United States. AT&T Wireless Group seeks to provide high
quality, innovative wireless services and to expand its customer base and
revenue stream by attracting subscribers who are heavy users of communication
services. As of, or for the year ended, December 31, 2000 AT&T Wireless Group
had:

- 15.2 million consolidated subscribers,
- $10.4 billion of combined revenues, and

- $1.6 billion of combined operational earnings before interest and taxes,
excluding other income, plus depreciation and amortization.

AT&T Wireless Group operates one of the largest U.S. digital wireless
networks. As of December 31, 2000, AT&T Wireless Group and its affiliates and
partners held 850 megahertz and 1900 megahertz licenses to provide wireless
services covering 98% of the U.S. population. As of December 31, 2000,
approximately 77% of the U.S. population was covered by at least 30 megahertz of
wireless spectrum owned by AT&T Wireless Group, its affiliates or its partners.
At the end of 2000, AT&T Wireless Group's networks and those of its affiliates
and partners operated in markets including over 76% of the U.S. population and
in 49 of the 50 largest U.S. metropolitan areas. AT&T Wireless Group supplements
its operations with roaming agreements that allow its subscribers to use other
providers' wireless services in regions where AT&T Wireless Group does not have
operations. With these roaming agreements, AT&T Wireless Group is able to offer
customers wireless services covering over 95% of the U.S. population. AT&T
Wireless Group plans to continue to increase its coverage and the quality of its
services by expanding its footprint and the capacity of its network through new
network construction, acquisitions, and partnerships with other wireless
providers.

AT&T Wireless Group currently provides its wireless voice and data services
using time division multiple access, analog and cellular digital packet data
technologies. AT&T Wireless Group has focused on building its digital network
and on migrating its customer base from analog to digital service. AT&T Wireless
Group has already upgraded its analog systems to digital in 99% of its markets.
AT&T Wireless Group believes that digitalization improves capital efficiency,
lowers network operating costs and allows it to offer higher quality services.
Over 90% of AT&T Wireless Group's consolidated subscribers use digital services
and account for over 94% of its traffic. AT&T Wireless Group believes that these
percentages are substantially greater than the industry average for others in
the industry.
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To accelerate the availability of enhanced data services offerings, AT&T
Wireless Group recently announced plans to deploy a global system for mobile
communications platform for interim improvement in wireless data capabilities on
the evolutionary path to third generation services, as well as associated voice
services. AT&T Wireless Group plans to begin deploying a global system for
mobile communications platform in the second half of 2001. This platform is
expected to be deployed as an overlay on AT&T Wireless Group's current second
generation voice network. AT&T Wireless Group's chosen third generation
technology standard, known as universal mobile telecommunications systems, is
the same global standard that has been selected by operators throughout Europe,
Japan and other parts of the world. Third generation standards should provide
the speed and capacity necessary to support innovative mobile multimedia
applications, including broader and more efficient access to e-mail systems,
high-speed web browsing, e-commerce applications, on-line games and music
downloads.

AT&T Wireless Group markets its products and services primarily under the
AT&T brand and expects to be able to continue to do so for some time under
agreements expected to become effective in connection with the split-off. AT&T
Wireless Group believes that AT&T's widely recognized brand increases consumer
awareness of and confidence in, its products and services.
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This section describes primarily the business of AT&T Wireless Group before
the implementation of AT&T's restructuring plan announced on October 25, 2000.

In this document, we use the term AT&T Wireless Group to refer to the
businesses, assets and liabilities whose financial performance and economic
value we intend to reflect in AT&T Wireless Group tracking stock. We also refer
to AT&T Wireless Group as though it conducts those businesses. We do this solely
for ease of reference, and we do not intend to imply that AT&T Wireless Group
conducts those businesses as an entity separate from AT&T. In reading this
document, you should keep in mind that AT&T Wireless Group is an integrated set
of businesses, assets and liabilities of AT&T and is not a separate legal
entity.

AT&T Wireless Group includes:
— all of AT&T's mobile and fixed wireless licenses,

- all of AT&T's wireless networks, operations, sites on which cellular
transmitters are located, wireless customer care facilities and customer
location assets, and

— AT&T's interests in partnerships and affiliates providing wireless mobile
communications in the United States and internationally.

It does not include:

- AT&T's existing and future wireless activities that stem from
country-specific joint venture relationships that predominately are
non-wireless, and

— incidental wireless capabilities of AT&T or links in any backbone or
other communications network of AT&T that predominately are non-wireless.

Before the split-off, we currently intend to include all future wireless
activities in AT&T Wireless Group. Our board of directors may, however, in its
discretion, but subject to the AT&T Wireless Group policy statement, direct new
businesses and assets to AT&T Wireless Group or to the rest of AT&T or dispose

86



Edgar Filing: AT&T CORP - Form S-4/A

of or transfer businesses or assets of either group. Following the split-off, we
expect AT&T Wireless Services to own substantially the same assets that were
attributed to the AT&T Wireless Group immediately before the split-off.

AT&T Common Stock Group currently offers and is expected to continue to be
able to offer wireless services under sales agency or other arrangements with
AT&T Wireless Group. These transactions are described in more detail below and,
up to now, have been implemented under AT&T Wireless Group policy statement. We
expect to enter into new arrangements between AT&T and AT&T Wireless Services in
connection with the split-off.

RECENT DEVELOPMENTS

On March 23, 2001, AT&T Wireless Group, through AT&T Wireless Services,
entered into Competitive Advance and Revolving Credit Facilities in the
aggregate amount of $2.5 billion consisting of an up to $1.25 billion 364-day
Competitive Advance and Revolving Credit Facility and up to $1.25 billion
Five-Year Competitive Advance and Revolving Credit Facility. These facilities
are subject to a facility fee and utilization fee and bear interest at variable
rates based upon, in various cases, LIBOR, the prime rate or the rates on
overnight Federal funds transactions. These facilities may be used for general
corporate purposes and are subject to customary covenants, representations and
warranties and events of default. In addition, under the financial covenants in
these facilities AT&T Wireless Services' ratio of total debt to total
consolidated operational EBITDA (as defined in these facilities) cannot exceed
4:0 to 1:0, and it must maintain a minimum interest coverage ratio of 3.5:1.0.
These facilities also specify limitations on AT&T's and AT&T Wireless Group's
ability to consummate the split-off, including a provision that it will
constitute an event of default if the split-off is consummated without obtaining
a favorable tax ruling from the IRS or unqualified tax opinion that the
split-off will qualify as a tax—free transaction. In addition, the existence of
an obligation by AT&T Wireless Services to repurchase equity interests from
DoCoMo may under certain circumstances constitute an event of default.
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On March 1, 2001, AT&T Wireless Services completed a private placement of
$6.5 billion in Senior Notes with maturity dates from 2006 to 2031. The notes
pay interest at rates ranging from 7.350% to 8.750% per annum, and include
customary covenants. The notes include registration rights such that AT&T
Wireless Services is required to exchange the notes for a new issue of notes
registered under the Securities Act of 1933 and are to be declared effective no
later than 240 days after the issue date.

On February 26, 2001, AT&T agreed to sell its entire interest in Japan
Telecom for approximately $1.35 billion. The net after-tax proceeds are expected
to be approximately $1 billion. AT&T has indicated that the net after-tax
proceeds will be split evenly between AT&T and AT&T Wireless Group. AT&T
Wireless Group anticipates that it will recognize a significant gain on the
transaction.

In January 2001, AT&T Wireless Group executed agreements with certain
network equipment vendors, related to the development of its next generation
network strategy. These agreements require AT&T Wireless Group to buy equipment
from these vendors totaling approximately $1.8 billion in aggregate through
December 31, 2004.

Effective January 1, 2001, AT&T Wireless Group implemented the results of a
review of the estimated useful lives of certain wireless communications
equipment, primarily electronics. Lives were shortened to fully depreciate all
such equipment within seven years. Similar equipment acquired after January 1,
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2001 will have useful lives no longer than seven years.

On November 17, 2000, AT&T Wireless Group announced that AT&T's board of
directors had approved an agreement under which AT&T Wireless Group will
purchase $200 million in Series AA preferred stock from Dobson Communications
Corporation. AT&T Wireless Group completed this transaction on February 8, 2001.
The Series AA preferred stock acquired has a liquidation preference of $1,000
per share and is exchangeable into Series A convertible preferred stock. If the
Series AA preferred stock is exchanged into Series A convertible preferred
stock, AT&T Wireless Group's ownership interest in Dobson will increase, on an
as converted to common stock basis, from its current ownership of 4.6% to
approximately 11.6%.

During November 2000, AT&T Wireless Group joined with others in the
formation of a venture, Alaska Native Wireless, which participated in the
Federal Communication Commission's recent auction of license spectrum in the
1900 megahertz band, which is used to provide wireless services. In January
2001, the auction was completed, and Alaska Native Wireless was the high bidder
on approximately $2.9 billion in licenses. AT&T Wireless Group has committed to
fund $2.6 billion to Alaska Native Wireless to fund Alaska Native Wireless'
purchase of licenses. As of December 31, 2000, AT&T Wireless Group funded
approximately $229 million of the commitment through a combination of a
non-controlling equity interest and debt securities of Alaska Native Wireless.
Additionally, in February 2001, AT&T Wireless Group funded an additional $80
million. The remaining approximately $2.3 billion of additional funding will be
made when such licenses are granted, and will take the form of non-convertible
notes of Alaska Native Wireless. At the fifth anniversary of the first date on
which licenses won in the auction are granted to Alaska Native Wireless, and in
addition to other means by which they may transfer their interests, the other
owners of Alaska Native Wireless have the right to require AT&T Wireless Group
to purchase their equity interests. If this right were exercised five years
after license grant, the purchase price could be as much as approximately $950
million and would be payable, at AT&T Wireless Group's option, in cash or
marketable securities. The right to require AT&T Wireless Group to purchase
these interests may be exercised before the five-year anniversary of the license
grant if the conditions of certain FCC regulations restricting the free
transferability of certain licenses offered in this auction are met earlier. If
the right were exercised earlier, the purchase price would be calculated in
generally the same way as if exercised at five years, except that a discount
would be applied. In certain circumstances, if a winning bid of Alaska Native
Wireless 1s rejected or if any license granted to it is revoked, AT&T Wireless
Group would be obligated to compensate other owners for making capital available
to the venture. In certain circumstances, if the grant of the licenses is
challenged, AT&T Wireless Group may be obligated to purchase the interests of
other owners. Depending on when such revocation or challenge takes place, the
amount may be material but will be less than the $950 million purchase price
described above.
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INDUSTRY OVERVIEW
General

Wireless communications systems use a variety of radio frequencies to
transmit voice and data. Broadly defined, the wireless communications industry
includes one-way radio applications, such as paging or beeper services, and
two-way radio applications, such as cellular telephone, enhanced specialized
mobile radio services, personal communications services and fixed wireless
services. The FCC licenses the radio frequency used to provide each of these
applications.
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Since its introduction in 1983, wireless service has grown dramatically. As
illustrated by the following chart, domestic cellular, enhanced specialized
mobile radio and personal communications services providers experienced average
annual rates of growth of 23% and 29% in revenues and subscribers, respectively,
over the five-year period from 1994 to 1999.

WIRELESS INDUSTRY STATISTICS*

1994 1995 1996 1997 1998 1999
Total service revenues (in
PI1l1li0NS) v et i ettt et e $14.2 $19.1 $23.6 $27.5 $33.1 $ 40.0
Ending subscribers (in millions)..... 24.1 33.8 44 .0 55.3 69.2 86.0
Subscriber growth.................... 50.8 % 40.0 % 30.4 % 25.6 % 25.1 % 24.3%

Average monthly service revenue per

subscriber, including roaming

TEVENUE . « vttt ittt tnieeteeneneenens $59.08 $54.91 $50.61 $46.11 $44.35 $42.96
Average monthly service revenue per

subscriber, excluding roaming

TEVENUE . « ot vttt ettt ieeeieaeennnenns $51.48 $47.59 $44.66 $41.12 $39.66 $38.50
Ending penetration...............o... 9.4 13.0 % 16.3 20.2 % 25.1 30.9%

oe
oe
oe

* Source: Cellular Telecommunications Industry Association and Paul Kagan
Associates.

Recent industry trends

The growth in the wireless communications industry has been shaped by a
number of industry trends that are likely to continue in the near future.

Expanding penetration fuels network optimization. The U.S. wireless
industry has experienced an increase in absolute subscriber additions and
wireless penetration levels. For example, the number of ending subscribers
increased by 8.1 million in 1994 and by 16.8 million in 1999 at the same time as
penetration grew from 9.4% to 30.9%, respectively. Increased penetration allows
wireless providers to distribute the fixed costs of a wireless network over
greater numbers of users, thereby optimizing network usage. Wireless penetration
in other developed nations, particularly in Western Europe and Japan, is
currently substantially higher than in the United States. The experience of
wireless providers in these developed nations has shown that the market for
wireless services has an inflection point with regard to subscriber penetration
whereby the number of subscribers and penetration accelerates as wireless
service usage becomes more ubiquitous. In addition, those same international
wireless providers have experienced growth in earnings before interest, taxes,
depreciation and amortization, or EBITDA, at a greater rate than subscriber
growth as network usage increases. AT&T Wireless Group believes that the U.S.
wireless industry is approaching a similar inflection point in subscriber
penetration and is likely to develop along the same path as international
wireless industries have developed.

Rate simplification eases customer choice and drives consolidation. AT&T
Wireless Group has led the industry in simplifying customer choice through
pricing plans. In May 1998, AT&T Wireless Group revolutionized the industry by
offering AT&T Digital One Rate service, which, for the first time, charged one
rate with no separate roaming or long distance fees for domestic calls across
the United States. In addition, AT&T Wireless Group has introduced a simplified
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national prepaid wireless service that provides wireless communications to
customers with no long-term contract, credit check, deposit or bill. AT&T

75
79

Digital One Rate, prepaid wireless, and similar plans by other service providers
have increased wireless penetration in the United States. AT&T Wireless Group
believes that the introduction of other simplified, targeted rate plans,
including prepaid products, will continue to increase wireless penetration. In
addition, because roaming costs to the wireless provider can exceed the amount
charged to the subscriber under these single rate plans, wireless providers have
been attempting to establish national coverage through acquisitions, thus
driving consolidation.

Declining costs of service results in mass market availability. As the
cost of wireless service has declined, it has become, in an extremely short
period of time, a mass market product rather than a luxury good. AT&T Wireless
Group expects that competition in each wireless market will continue to lead to
further price declines, which should make wireless service available to an even
greater number of potential users. Experience indicates that this widespread
usage will in turn cause even more people to use wireless services, especially
as the price of wireless service declines relative to the price of wireline
service. AT&T Wireless Group believes that these developments are likely to
drive continued growth in the wireless communications industry.

Digital service increases utility and functionality of wireless
services. Technological advancements, from longer battery life to improved
voice quality, have begun to make wireless service increasingly comparable to
wireline communications. Additionally, customers have begun to expect custom
calling features that are similar to those available on a wireline network.
Digital service, as opposed to analog service, permits wireless providers to
offer these types of enhanced services to users. Wireless providers will need to
continue to invest in network upgrades to offer advanced services in order to
attract and retain subscribers.

Wireless data applications will drive expanded wireless usage. Existing
and new wireless data technologies, coupled with the widespread use of the
Internet, have caused wireless providers to focus on wireless data services
offerings. Historically, these services predominantly have been used to date to
carry corporate data applications. AT&T Wireless Group has been a leader in this
emerging market. Data network coverage is now available using its packet data
network in over 60% of AT&T Wireless Group's voice network footprint, which AT&T
Wireless Group believes provides a critical advantage in the cost-effective
provision of wireless data services. In addition to its current packet-switched
technology, AT&T Wireless Group has announced plans to deploy enhanced data and
third generation communications technologies capable of greater data speeds.

The introduction of new applications for corporate and consumer users, such
as mobile originated short message services, access to email, news, sports,
weather summaries, travel services, financial information and services and
comparison shopping applications, will drive the growth for wireless data
network services. To this end, enabling technologies, such as the
industry-acknowledged wireless application protocol provide an environment that
encourages developers to create innovative data services for wireless networks.
In addition, applications, such as email, instant messages, banking, wireless
portals and web services, are being developed and marketed. AT&T Wireless Group
believes that the development and deployment of so called "third generation"
wireless networks will drive further growth in wireless data services and
applications due to increased capacity, speed and lower costs.

SPECTRUM AND TECHNOLOGY
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AT&T Wireless Group has licenses to use four portions of the radio spectrum
that the FCC has made available for the transmission of voice and data signals:
850 megahertz, 1900 megahertz, 2.3 gigahertz and 38 gigahertz. FCC terminology
distinguishes between "cellular" licenses, which are for 850 megahertz
frequency, and "PCS" licenses, which are for 1900 megahertz frequency.

AT&T Wireless Group provides its mobile voice services using both 850
megahertz cellular and 1900 megahertz PCS licenses. AT&T Wireless Group does not
manage its business for these spectrums separately. Rather, AT&T Wireless Group
manages its business to provide network coverage irrespective of the spectrum.
From a marketing and operational perspective, AT&T Wireless Group defines and
manages its markets geographically, usually around an urban area or other
geographic region. These geographic
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markets may use either 850 megahertz or 1900 megahertz spectrum or both.
Geographic markets that use predominantly 850 megahertz spectrum have been in
operation longer and therefore are more mature than those markets that
exclusively use 1900 megahertz spectrum.

The 850 megahertz wireless markets originally used analog based systems,
although digital technology has been introduced in most markets. As of December
31, 2000, AT&T Wireless Group had upgraded 99% of its 850 megahertz markets to
digital based systems. The 1900 megahertz markets all are digital based.

AT&T Wireless Group, including its partnership and affiliate markets, held
850 megahertz and 1900 megahertz licenses to provide wireless services covering
98% of the U.S. population as of December 31, 2000. As shown in the table below,
as of December 31, 2000, approximately 77% of the U.S. population were covered
by at least 30 megahertz of wireless spectrum:

NUMBER OF
LTICENSED TOP 50 U.S.
POPS % OF TOTAL LICENSED
SPECTRUM (IN MILLIONS)* U.S. POPS** MARKETS
10-15 megahertz. ... . ittt it e 24 8.6% 1
20-25 megahertz. ... .ttt ittt e e e 37 13.2% 4
30 megahertz or greater........iiiiiiiii.. 213 76.5% 45
Total. ettt e e e e 274 98.3% 50

* Amount of U.S. population covered by licenses held by AT&T Wireless Group,
including partnership and affiliate markets.

** Amount that "Licensed POPs" represents as a percentage of total U.S.
population, based on total U.S. population of 278 million.

Analog systems currently have several limitations, including comparative
lack of privacy and limited capacity. However, analog handsets are compatible
with all analog systems in all markets within the United States.

Second generation digital systems in the U.S., whether in the 850 megahertz
or 1900 megahertz spectrum, convert voice or data signals into a stream of
digits that is compressed before transmission, enabling a single radio channel
to carry multiple simultaneous signal transmissions. AT&T Wireless Group
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believes that digital technology offers many advantages over analog technology,
including substantially increased network capacity, greater call privacy,
enhanced services and features, lower operating costs, reduced susceptibility to
fraud and the opportunity to provide improved data transmissions.

Second generation digital systems use one of three principal signal
transmission technologies, or standards, none of which is compatible with the
others:

- TDMA, or time division multiple access,
- CDMA, or code division multiple access, or
- GSM, or global system for mobile communications.

AT&T Wireless Group believes that three of the five recognized advanced
digital signal transmission technologies, or standards, which are in various
stages of development, have more commercial momentum than the remaining two.
These three are:

- EDGE, or enhanced data rates for global evolution,
- CDMA 2000, and
- UMTS, or universal mobile telecommunications systems.

These so-called "third generation" technologies will allow high-speed wireless
packet data services and ultimately voice services using Internet Protocol.
Widespread deployment of third generation technology is
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expected to occur in the industry beginning in 2002. A fourth technology, GPRS,
or general packet radio service, is generally considered to be an interim step
between current and third generation technologies. GPRS standards have been
developed by recognized standards-setting bodies, and there has been some
commercial deployment by carriers outside the U.S. and some U.S. carriers have
announced plans to deploy this technology. Third generation EDGE standards also
are complete but equipment is still under development and AT&T Wireless Group is
not aware of any commercial deployment. UMTS standards address more complex data
applications and are not yet complete, but equipment development has begun. UMTS
is expected to be initially available in Japan in 2001, in Europe in 2002 and
subsequently in North America. Some carriers have selected CDMA 2000 as their
path to wideband data applications, as an alternative to the sequence of GPRS,
EDGE, and UMTS technologies selected by AT&T Wireless Group as its path. UMTS is
also known as W-CDMA, or wideband code division multiple access. Despite the
similarity of the acronyms, CDMA 2000 and W-CDMA are not compatible.

AT&T Wireless Group selected TDMA as its second generation digital wireless
standard, although it does continue to operate a small number of markets that
were operating with CDMA technology when AT&T Wireless Group acquired them. AT&T
Wireless Group offers its subscribers tri-mode handsets that permit the user to
access its analog system and its digital systems, the latter whether operating
in 850 megahertz or 1900 megahertz spectrum. AT&T Wireless Group also has plans
to deploy third generation technologies to enhance both voice and data services.

AT&T Wireless Group also has licenses to provide communications services
utilizing 38 gigahertz digital spectrum in 156 geographic areas covering a total
population of approximately 220 million and including more than 80 of the
largest 100 metropolitan markets. These licenses were acquired in large part
through AT&T's acquisition of Teleport Communications Group Inc.
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AT&T Wireless Group has also acquired licenses for radio spectrum in the
2.3 gigahertz range. AT&T Wireless Group expects to use this spectrum for its
fixed wireless operations.

STRATEGY

AT&T Wireless Group's goal is to be the premier provider of high-quality
wireless communication services, whether mobile or fixed, voice or data, to
businesses or consumers, in the United States and internationally. AT&T Wireless
Group believes that the following are the key elements to enable it to meet its
goal:

— continue the expansion of its digital network to add capacity, improve
quality and provide consistent features regardless of location,

- continue to lower its operating costs and improve capital efficiency by
expanding its digital, mobile wireless network and increasing the use of
more efficient channels of distribution,

- deploy a GSM technology platform as the basis for implementation of
enhanced data and third generation services,

- target distinct consumer and business customer segments with wireless
offers that match their needs for voice and data services in order to
increase its subscriber base and revenue,

— benefit from AT&T Wireless Group's relationship with and use of the
resources of AT&T, including the use of the AT&T brand and, when
appropriate, AT&T's distribution channels and cross marketing
opportunities, and

- take advantage of its existing wireless spectrum, digital network,
customer base and with new growth initiatives, including wireless data
and fixed wireless opportunities.

Continue the expansion of its digital network

AT&T Wireless Group believes it is competitively critical to expand and
improve its network coverage footprint, as well as to increase capacity in its
existing voice network, in order to provide coverage
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throughout the nation, and offer consistent features regardless of location.
AT&T Wireless Group regularly monitors quality and identifies specific areas in
existing markets where calls may be dropped or transmission quality is
sub-optimal. As a result, AT&T Wireless Group has taken a number of steps to
increase its network coverage, including the purchase of 1900 megahertz
licenses, to accelerate digital build outs in 850 megahertz and 1900 megahertz
markets, to increase the capacity of its existing voice network, and to acquire
or partner with other wireless providers. AT&T Wireless Group, including its
partnership and affiliate markets, has licenses covering 98% of the U.S.
population, with approximately 77% of the U.S. population covered by at least 30
megahertz of wireless spectrum, as of December 31, 2000. In addition, in many of
its markets, AT&T Wireless Group possesses licenses for both 850 megahertz and
1900 megahertz spectrum. In each market in which AT&T Wireless Group is not
currently operating, AT&T Wireless Group evaluates the benefits and costs of
building out its license versus acquiring or partnering with other experienced
wireless providers before it decides on the appropriate method of expanding into
that market. The timing of these decisions depends upon a variety of factors,
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including the size of the prospective market, the location of the market
relative to other AT&T Wireless Group markets, the economics of existing roaming
agreements and anticipated industry developments.

Digital build out. AT&T Wireless Group has aggressively pursued the build
out of its digital network. In the years ended December 31, 1997, 1998 and 1999,
capital expenditures for build out of owned and operated 1900 megahertz licenses
and to increase capacity, improve quality and upgrade to digital in 850
megahertz markets totaled $1,514 million, $1,029 million and $2,333 million,
respectively. As of December 31, 2000, AT&T Wireless Group had upgraded 99% of
its markets to digital based systems. As of December 31, 2000, AT&T Wireless
Group's 1900 megahertz licenses covered 164 million of the U.S. population; 65%
of that population were in markets served by digital transmission systems,
including those of affiliates.

Acquisitions. AT&T Wireless Group has and will expand its digital mobile
wireless network through acquisitions when it is economic to do so. For example,
in February 2000, AT&T and Dobson Communications Corporation, through a joint
venture entered into by one of AT&T's wireless business subsidiaries, acquired
American Cellular Corporation. AT&T included its interest in the joint venture
among the assets included in AT&T Wireless Group as of the date of the
acquisition. This acquisition increased AT&T Wireless Group's coverage in New
York State and several mid-west markets by adding approximately 450 thousand
subscribers as of the acquisition date. Further, in June 2000, AT&T Wireless
Group purchased the assets of Wireless One Network, L.P., including wireless
systems in northwest and southwest Florida covering a population base of 1.6
million potential customers and serving approximately 190 thousand subscribers
as of the acquisition date.

In June 2000, AT&T Wireless Group announced that it had agreed to acquire
wireless systems in Houston and San Diego, as well as the remaining 50% interest
that it did not own in CMT Partners, which operates a wireless system in the San
Francisco Bay Area. On December 29, 2000, AT&T Wireless Group completed the
acquisition of the wireless system in Houston, which covers a population base of
approximately 5 million potential customers and served approximately 180
thousand subscribers as of the acquisition date. AT&T Wireless Group closed the
CMT Partners transaction on June 29, 2000. CMT Partners covers a population base
exceeding 7 million potential customers and, as of the acquisition date, served
nearly 1 million subscribers. On September 29, 2000, AT&T Wireless Group closed
the acquisition of the San Diego wireless system, which covers a population base
of 3 million potential customers. Also, during the third quarter of 2000, AT&T
Wireless Group acquired a wireless system on the big island of Hawaii. Combined,
the San Diego and Hawaii markets served more than 180 thousand subscribers as of
their acquisition dates.

On October 2, 2000, AT&T Wireless Group acquired a wireless system in
Indianapolis, Indiana. On November 13, 2000, AT&T Wireless Group acquired
wireless systems in several New England markets. Combined, the New England and
Indianapolis wireless systems acquired cover a population base of approximately
4 million potential customers and served approximately 145 thousand subscribers
as of their acquisition dates.
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On December 29, 2000, AT&T Wireless Group's equity interest in AB Cellular,
an entity which owned cellular properties in Los Angeles, Houston and Galveston,
was redeemed. In consideration for its equity interest, AT&T Wireless Group
received 100% of the net assets of the Los Angeles property. The Los Angeles
property covers a population of approximately 15 million potential customers and
had approximately 1.3 million subscribers as of December 31, 2000.

Establish partnerships and affiliates. AT&T Wireless Group also will
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continue to establish local market partnerships and affiliates with other
wireless operators in order to accelerate the build out of its digital mobile
wireless network. In addition to existing partnership arrangements for its 850
megahertz markets, AT&T Wireless Group has entered into a number of Jjoint
ventures and affiliations to expand its 1900 megahertz digital coverage. Key
non-consolidated partnerships and affiliates with current operations include the
following:

850 OR 1900
MEGAHERTZ LTICENS
ENTITY PARTNER OR AFFILIATE MARKETS COVERED* MARKET (IN MT
PARTNERSHIPS
ACC Dobson Rural service areas in Minnesota, 850
Acquisitions, Communications New York, Wisconsin, Kentucky,
LLC Corporation Ohio, Michigan, Pennsylvania,
(American Tennessee and West Virginia;
Cellular metropolitan service areas of
Corporation) Duluth, Minnesota; Orange County
and Poughkeepsie, New York; Eau
Claire and Wausau, Wisconsin; and
Alton, Illinois
AFFILIATES
Cincinnati Bell Cincinnati Bell Cincinnati and Dayton, Ohio 1900
Wireless, LLC Wireless, LLC
TeleCorp PCS, TeleCorp PCS, Inc. Markets in Puerto Rico and the 1900 3
Inc. *** U.S. Virgin Islands, Louisiana,
Arkansas, Tennessee,
Massachusetts, New Hampshire,
Missouri and Kentucky, including
San Juan, New Orleans, Baton
Rouge, Memphis, Little Rock,
Manchester, Concord, Nashua,
Worcester, Cape Cod, Martha's
Vineyard, Mississippi, Kentucky,
Tennessee, Alabama and Georgia,
including Jackson, Vicksburg,
Nashville, Knoxville, Clarksville,
Chattanooga, Dalton, Huntsville,
Mobile, Montgomery, Birmingham,
Louisville and Lexington.
Triton PCS, Inc. Triton PCS, Inc. Markets in North Carolina, South 1900 1

Carolina, Georgia, Virginia,
Tennessee and Kentucky, including
Fayetteville, Hickory, Wilmington,
Myrtle Beach, Charleston,
Columbia, Hilton Head, Florence,
Augusta, Savannah, Athens,
Norfolk, Richmond and Roanoke

* Amount of U.S. population covered by licenses held by entity, as of December
31, 2000.
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** As of December 31, 2000. Ownership percentages for Telecorp and Triton
reflect AT&T Wireless Group's ownership of common stock, assuming conversion
of all currently convertible preferred stock to common stock.
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***% In November 2000, TeleCorp PCS, Inc. announced completion of its acquisition
of Tritel, Inc. As a result of completion of the transaction and certain
additional investments by AT&T Wireless Group, AT&T Wireless Group owns
approximately 22.9% of the combined entity.

Continue to lower its operating costs and improve capital efficiency by
expanding its digital mobile wireless network and increasing the use of more
efficient channels of distribution

AT&T Wireless Group believes that its success also will depend in large
part on its ability to continue to lower its operating costs in order to have
the flexibility to offer various pricing plans and to be cost competitive. AT&T
Wireless Group already has taken a number of steps to lower its operating costs
associated with providing network service, and is taking a number of initiatives
to lower its marketing and sales costs.

Lower unit network costs and capital requirements. As described above,
AT&T Wireless Group is expanding its footprint across the United States. AT&T
Wireless Group pays other wireless providers negotiated roaming rates when AT&T
Wireless Group customers make or receive wireless calls when located in other
approved wireless providers' coverage areas. Because roaming costs to the
wireless provider can be significant or exceed the amount charged to the
subscriber, it is extremely advantageous to be able to provide services on AT&T
Wireless Group's network. As it builds out its network to achieve these roaming
savings, AT&T Wireless Group purchases equipment from multiple vendors and
aggressively negotiates with each vendor for volume discounts, in order to
reduce cost.

In the interim, AT&T Wireless Group has been able to reduce roaming charges
significantly. The AT&T Wireless Group has been able to negotiate favorable
roaming rates with most wireless providers across the United States based upon
volume and growth. In addition, the AT&T Wireless Group's proprietary
intelligent roaming data base, or IRDB, directs wireless subscribers to
preferred service providers whenever they travel outside their wireless
home-coverage area. The data base maintains a list of wireless carriers and
their frequency bands, ranked by priority. This is designed to provide service
in more areas at favorable roaming rates. The updated data base is downloaded
over the air into each digital multi-network phone periodically. When the data
base is implemented during a call, the wireless phone scans all bands to
determine which service providers are available. The phone registers, or "locks
on," immediately if it finds sufficiently strong AT&T Wireless Group service,
the top priority. If AT&T Wireless Group does not offer service in the area, the
data base instructs the phone to search for an affiliate or a partner service
provider. When an affiliate or a partner is not available, the phone scans for a
"favored" service provider, one that is preferred over a carrier not categorized
in the IRDB.

Lower marketing and sales expense. AT&T Wireless Group has begun a number
of initiatives designed to lower its customer acquisition cost, as well as its
customer care expenses. For example, AT&T Wireless Group has been actively
seeking lower cost distribution channels for its products and services. AT&T
Wireless Group is increasing the number of its company-owned stores, which are
one of the lowest cost channels for distributing and signing up customers. As of
December 31, 2000, there were approximately 520 company-owned stores throughout
the United States. In addition, in June 1999, AT&T Wireless Group began using
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the Internet as a vehicle for customer acquisition, as well as for customer
care. In addition to allowing customers to sign up for wireless services over
the Internet, resulting in a lower cost to add a new subscriber to AT&T Wireless
Group than other channels, subscribers can access their account and obtain
answers to routine inquiries that would otherwise require a customer care
representative. Since its introduction, the number of visits to the AT&T
Wireless Group's Internet site has grown to approximately 2.7 million per month
as of October 2000.

Deploy a GSM Platform to Implement Third Generation Services

Third generation technologies will allow high-speed wireless packet data
services and ultimately voice services using Internet Protocol. In order to be
successful, any third generation strategy must allow the wireless provider to
achieve a pervasive footprint quickly and cost effectively. In addition, third
generation networks that achieve global economies of scale and allow for global
roaming will have a significant

81
85

advantage. These third generation systems are expected to provide the speed and
capacity necessary to support innovative mobile multimedia applications
including broader and more efficient access to e-mail systems, high speed web
browsing, e-commerce applications, on-line games and music downloads.

The fundamental technology standard that AT&T Wireless Group has selected
for its eventual third generation services is the same global standard that has
been selected by service providers throughout Europe, in Japan and in other
parts of the world. This standard, known as UMTS, for universal mobile
telecommunications system, has generally been accepted as the successor
technology to the second generation digital technology known as GSM, for global
system for mobile communications. UMTS is also known as wideband code division
multiple access.

Starting in the second half of 2001, AT&T Wireless Group plans to deploy a
GSM platform for interim improvements in wireless data capabilities on the
evolutionary path to third generation data services, as well as associlated voice
services. This platform, which will be deployed as an overlay on AT&T Wireless
Group's second generation voice network, will provide a cost-effective means for
AT&T Wireless Group to offer customers a wide range of data service offerings
earlier than previously planned using the interim enhanced wireless data
standards GPRS, which stands for general packet radio service, and EDGE, which
stands for enhanced data rates for global evolution. These interim standards are
expected to provide faster data speeds than AT&T Wireless Group's current data
network technology. Much of the GSM and GPRS equipment for this overlay network
is technologically mature and readily available in the market today from a
highly competitive source of supply. Similarly, customer data devices based on
GPRS technology are also readily available. In the longer term, this platform is
expected to provide multi-media services using the anticipated global standard
of UMTS.

AT&T Wireless Group plans to sell phones combining its current digital
voice technology and voice and interim enhanced data technologies it expects to
deploy in the next few years, which would provide customers the benefit of
access to AT&T Wireless Group's current voice network as well as the new
higher-speed data services. AT&T Wireless Group is in discussions with
manufacturers to develop phones compatible with such services, based on industry
specifications. When these new data services become available, AT&T Wireless
Group will be able to sell data service devices in a variety of forms (e.g.,
phones, handheld scheduling devices called personal digital assistants, or PDAs,
laptops), to address a broad range of customer needs. The eventual deployment of
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third generation technology in AT&T Wireless Group's network is expected to
enable the transmission of multimedia services (e.g., streaming audio and video)
to customer devices.

AT&T Wireless Group plans to make interim enhanced data capabilities
available on GPRS technology available starting in 2001, and third generation
capabilities available on EDGE technology starting in 2002. AT&T Wireless Group
currently plans to deploy third generation UMTS technology beginning in 2003,
depending on the availability of network equipment and customer devices.

Due to its broad international acceptance, the network equipment needed to
deploy a GSM technology platform is readily available in the market. The overlay
strategy also will allow AT&T Wireless Group to utilize its existing cell site
facilities and spectrum. Because of these efficiencies, the AT&T Wireless Group
expects that its network capital expenditures over the period of deployment
associated with the high speed data technology in its third generation plans
will be only modestly greater than its earlier third generation migration plan,
but may occur in earlier periods.

The customer benefits of this strategy include earlier availability of a
broad array of enhanced and high-speed data services and devices, and enhanced
international roaming capability. Overall, this strategy provides AT&T Wireless
Group an opportunity for more rapid and greater penetration of the wireless data
market than previously planned.
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Target distinct consumer and business customer segments with wireless offers
that match their needs for voice and data services in order to increase its
subscriber base and revenue

AT&T Wireless Group believes that one key to success in the wireless
industry is the ability to target customer segments and provide offers that
match the needs of those segments. Certain segments respond to pricing plans
tailored to their usage patterns while other segments are more attuned to
customized service features. AT&T Wireless Group has been a leader in
differentiating its services through its use of targeted offerings and its
introduction of new features and services.

AT&T Digital One Rate service. In May 1998, AT&T Wireless Group introduced
its AT&T Digital One Rate service, which targets high value customers (i.e.,
customers that spend over $60 per month on wireless services) who travel
frequently and make frequent long distance calls. In August 2000, AT&T Wireless
Group introduced six new AT&T Digital One Rate calling plans, giving customers
more minutes for the same monthly charge. The introduction of AT&T Digital One
Rate service redefined the industry by charging one rate with no roaming or long
distance fees for domestic calls across the United States.

AT&T Regional Advantage and AT&T Digital Advantage services. AT&T Wireless
Group has created other service plans because it believes there are other
opportunities to segment the market with simplified pricing plans. AT&T Regional
Advantage is designed for mobile individuals who travel across a multi-state,
regional calling area. When traveling in the regional area customers pay no
roaming or domestic long distance charges. This program addresses customers that
frequently travel to neighboring states, but do not travel across the nation.
AT&T Wireless Group also offers AT&T Digital Advantage for customers that spend
most of their time within a local area. AT&T Digital Advantage offers these
customers a large number of local minutes to use in their home calling area.

AT&T group plans. AT&T has developed offers for groups that are in
frequent contact with a predetermined number of other wireless subscribers. For
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consumers, AT&T Wireless Group developed the AT&T Family Plan. With the AT&T
Family Plan, each family member has his or her own wireless number that allows
for unlimited calls between wireless numbers on the account within the defined
family calling area. The family's charges are then provided on a single wireless
bill. For businesses, AT&T Wireless Group offers AT&T Group Calling, the
wireless industry's first business offer with unlimited calling among a wireless
group of five to 200 subscribers and to as many as five wireline numbers within
a designated group calling area. AT&T Group Calling is designed for local,
mobile businesses, such as sales and service, delivery and distribution,
dispatch and contractors, that operate within a specific geographic area.

Wireless Office Service. Wireless Office Service integrates wireless
phones into a company's office, campus or plant telephone network. Calls to and
from the wireless phone can be routed through a company's network as if the
calls were being made from or received on a desk phone. Users can receive calls
dialed to their desk phone on their wireless phone when the user is within the
expanded AT&T Wireless Group's network. Wireless Office Service provides one
number call delivery, four-digit dialing, enhanced radio frequency coverage and
low flat-rate billing for airtime usage within a customer's office, campus or
plant.

AT&T Corporate Digital Advantage program. The AT&T Corporate Digital
Advantage program was created for large and middle sized businesses. This
program combines simplified wireless purchasing and management with nationally
consistent service, airtime, and equipment pricing in all AT&T Wireless Group
markets.

Prepaid Wireless Services. AT&T Wireless Group recently launched a new and

improved prepaid wireless program. AT&T Wireless Group markets the prepaid
program under two product names, depending upon the target segment. Free2Go
Wireless from AT&T Wireless Group targets the youth market, while AT&T Prepaid
Advantage targets the mass market. Both offer digital prepaid wireless service
as a pay-in-advance wireless product that provides wireless communications to
customers with no annual contract, no credit check, no deposit and no monthly
bill. In addition, both offer customers the choice of a Local or National
Calling Plan, the ability to use any compatible digital multi-network phone,
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access to enhanced digital PCS features, and both plans include domestic long
distance for all calls placed in the United States. AT&T Wireless Group prepaid
wireless service is designed to meet the needs of customers that want to manage
their expenses, prefer to pay in cash, lack credit or have difficulty obtaining
credit.

Enhanced features. AT&T Wireless Group has been an industry leader in the
migration of subscribers from analog to digital service. At December 31, 2000,
over 94% of AT&T Wireless Group's traffic is digital, which AT&T Wireless Group
believes is substantially greater than the average for others in the industry.
The ability to migrate customers to digital service has permitted AT&T Wireless
Group to further differentiate its wireless offerings through enhanced features.
During October 2000, AT&T Wireless Group announced the launch of AT&T Text
Messaging service. AT&T Text Messaging service allows subscribers to send and
receive short text messages from their compatible phones. AT&T Wireless Group
offers custom calling services, such as voice mail, call forwarding, call
waiting and three-way calling to all of its customers. The digital network
allows AT&T Wireless Group to offer enhanced features to its customers,
including extended battery life, message waiting indicator, text messaging and
caller ID. It also offers a variety of other enhanced features, including
enhanced directory assistance, which enables callers to be connected to the
party whose number is sought without hanging up and redialing.
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Benefit from AT&T Wireless Group's relationship with AT&T

AT&T Wireless Group believes that its relationship with AT&T has provided
it with significant competitive advantages. As part of the split-off, AT&T and
AT&T Wireless Group expect to enter into certain contracts and other
arrangements which after the split-off will be intended to continue many of the
advantages enjoyed by AT&T Wireless Group before the split-off. For more
information, please see "The Split-Off" and "Relationship between AT&T and AT&T
Wireless Services following the Split-Off." These continued advantages may
include:

— use of the powerful AT&T brand name substantially in the same manner as
has been used by AT&T Wireless Group up to now,

— an opportunity to use AT&T sales force through cross marketing
arrangements and, when appropriate, and as may be agreed by AT&T and AT&T
Wireless Group, to offer combinations of wireless services with services
of other AT&T businesses,

— use of specified AT&T intellectual property and technology on license
terms as of the time of the split-off,

— use of the AT&T network on contractual terms, and

— potential benefits from certain of AT&T's purchasing contracts with
suppliers where already permitted by existing contracts or where
arrangements can be made with such suppliers.

AT&T brand. The AT&T brand is one of the best known and respected brand
names in the United States. AT&T Wireless Group believes that the AT&T brand
positively impacts consumer awareness of, and confidence in, AT&T Wireless
Group's products and services. In addition, as competition in the wireless
communications industry intensifies, AT&T Wireless Group believes that the power
of a strong national brand plays an increasingly important role in consumers'
purchasing decisions.

Marketing. AT&T Wireless Group believes that its relationship with AT&T
Common Stock Group has and can continue to provide substantial marketing
advantages. AT&T Wireless Group will be able to enter into cross marketing
relationships with the AT&T sales force whereby AT&T's customers can be
solicited for wireless services. In addition, both AT&T Common Stock Group and
AT&T Wireless Group will have the opportunity to cooperate in offers of combined
services designed for targeted markets.

Technology. AT&T Wireless Group will continue to have the advantage of
being able to use not only its intellectual property and technology but also,
under license terms as of the time of the split-off, specified AT&T's
proprietary intellectual property and technology as well as specified
intellectual property that AT&T has the right to use through licensing or other
arrangements.
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Purchasing power. AT&T is one of the largest communications carriers in
the world, and, as such, has substantial leverage in the industry with major
equipment and other suppliers. AT&T's ability to purchase large amounts of goods
has enabled it to obtain favorable pricing and other terms with those suppliers.
Through contractual and other arrangements, AT&T Wireless Group may be able to
participate in certain of AT&T's supplier arrangements either directly or in
making its own purchasing arrangements where those arrangements allow for this
and the vendors agree to this. In addition, AT&T Wireless Group has already
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developed its own relationships with many of these vendors and believes that it
will be able to effectively negotiate independent agreements where necessary or
appropriate.

Take advantage of wireless spectrum, digital networks, customer base and brand
with new growth initiatives, including wireless data and fixed wireless
opportunities

AT&T Wireless Group has been an industry leader in developing new growth
initiatives that take advantage of its existing wireless spectrum, digital
networks, customer base and brand. Working with AT&T Labs and outside vendors,
AT&T Wireless Group has targeted two growth areas for near-term expansion:
wireless data and fixed wireless.

Wireless Data

AT&T Wireless Group has been an industry leader in wireless data services
since it introduced the first packet-switched data network in March 1995, using
cellular digital packet data technology. AT&T Wireless Group's packet data
network currently covers a population of 104 million. AT&T Wireless Group's
customers of this data network can also roam on the data networks of other
wireless providers. Cellular digital packet data is an industry standard using
Internet Protocol, which allows most applications written for the Internet as
well as many corporate applications to run efficiently over the network without
modification. Relative to data services carried over circuit-switched analog or
digital wireless networks, AT&T Wireless Group's packet-switched data service is
a significantly more cost effective means of sending data for the majority of
applications because it allows a channel to be shared by many users. AT&T
Wireless Group believes that its early introduction of packetized wireless data
services provided it with a first mover advantage that significantly contributed
to its current leadership position. AT&T Wireless Group also believes that its
successful deployment and operation of a wireless data network, and its
competitive position in that market, will provide it significant advantages in
the deployment of interim and third generation technology networks and advanced
data applications and services.

The development of compelling data applications will be critical to the
growth in usage of wireless data network services. AT&T Wireless Group is
developing such applications as well as supporting applications developed by
third parties. AT&T Wireless Group expends considerable effort to sign up
corporate customers to carry its applications because these customers exhibit
lower churn and often provide relatively high revenue per subscriber. Examples
of these applications include those for public safety, dispatch, wireless credit
card validation and automated vehicle location. In addition, AT&T Wireless Group
has launched its consumer data service known as "AT&T Digital PocketNet (SM)"
service. This service provides customers with access to the wireless Internet,
including wireless web sites providing content, shopping services and other
Internet-based services such as email and personal calendars. Because of the
efficiencies in using its packet-based data network, AT&T Wireless Group has
been able to offer this service at flat rates to customers who also subscribe to
a certain wireless voice calling plan.

New devices are now driving the development of applications targeted more
broadly to consumers. These include applications involving hand held devices,
like the Palm(TM) Vx units, as well as those involving phones and laptop
computers. Applications that are currently available allow users to access their
personal information, including contact lists and calendars, as well as email,
Internet content and two-way messaging services. AT&T Wireless Group may
collaborate with Internet service providers or other content providers to
develop devices and applications suitable for wireless customers, as well as
access to the Internet service providers' communications services and online
distribution channels. Additionally, AT&T Wireless Group has introduced new
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applications including e-commerce and shopping services. By providing
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or facilitating these applications, AT&T Wireless Group believes it can generate
new revenue streams and develop personalized relationships with its customers.

AT&T Wireless Group expects that the development and introduction of third
generation networks will drive wireless data usage growth by offering greater
bandwidth and network coverage at lower costs. For its third generation
strategy, AT&T Wireless Group has decided to deploy another digital technology
platform that will facilitate the implementation of enhanced interim and third
generation data services.

In the fourth quarter of 2000, AT&T Wireless Services and AT&T entered into
a binding letter agreement with DoCoMo, a leading Japanese wireless
communications company, for DoCoMo's investment in AT&T reflecting the financial
performance and economic value of AT&T Wireless Group and for the formation of a
strategic alliance. The parties completed this investment on January 22, 2001.
For more information, please see "DoCoMo Strategic Investment." AT&T Wireless
Services and DoCoMo formed a strategic alliance to develop the next generation
of mobile multimedia services on a global-standard, high-speed wireless network.
AT&T Wireless Group will create a new, wholly owned subsidiary to develop and
encourage the development of multimedia content, applications and services
offerable over AT&T Wireless Services' current network and a new, high-speed
wireless network built to global standards for third generation services, such
as graphic presentation of data, video e-mail, high quality music downloads and
streaming audio and video. Both AT&T Wireless Services and DoCoMo will share
technical resources and support staffing of the new subsidiary. In addition,
AT&T Wireless Group will be able to license from DoCoMo, without additional
payment, rights to DoCoMo's "i-mode" technology and related technology as long
as the relationship is in effect and for 18 months thereafter. AT&T Wireless
Services and DoCoMo will also become partners in the U.S. and Japan for handling
the roaming traffic in each other's network. Subject to some exceptions, DoCoMo
has agreed that in the U.S., Mexico or Canada, other than through AT&T Wireless
Services, it will not undertake certain activities itself or form certain
relationships with third parties. AT&T Wireless Group has made the same
agreements with respect to DoCoMo in Japan.

Fixed Wireless

AT&T Wireless Group believes there is a significant business opportunity to
use wireless technology to provide residential and small business customers with
high-speed broadband access coupled with wireline quality voice access. Fixed
wireless service provides customers with a high-speed packet data channel that
can be used by up to five data devices simultaneously (for example, five
personal computers simultaneously accessing the Internet) at download speeds of
up to 512 kilobits per second. The service became capable of speeds of up to one
megabit per second in the fourth quarter of 2000. In addition, the offering
provides up to four lines of wireline quality voice telephony, including custom
calling features currently available over wireline networks (e.g., call waiting,
caller ID, three-way calling). AT&T Wireless Group believes that it enjoys a
time-to-market advantage with this fixed wireless solution. The technology is
currently serving customers in Anchorage, Alaska, Dallas/Fort Worth and Houston,
Texas and in San Diego, California, and as of December 31, 2000 was serving more
than 10,000 customers in the Dallas/ Fort Worth and San Diego markets. AT&T
Wireless Group initially has focused its deployment of fixed wireless in markets
not covered by AT&T's or its affiliates' broadband properties.

BUSINESS OF AT&T WIRELESS GROUP
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AT&T Wireless Group offers wireless mobile and fixed voice and data
communications service to consumers and businesses in the United States,
provides air-to-ground wireless services and has interests in wireless providers
in the United States and internationally. AT&T Wireless Group's wireless voice
services are capable of operating in virtually all of the United States over its
own network or its partners' networks or through roaming agreements.
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Services and products
Basic Services

AT&T Wireless Group offers a variety of services for both voice and data
communications. Service can include wireless voice transmission as well as
custom calling services for digital services, such as extended battery life,
message waiting indicator, text messaging and caller ID. AT&T Wireless Group
also offers a variety of other enhanced features, including enhanced directory
assistance, which enables callers to be connected to the party whose number was
sought without hanging up and redialing.

Specialized Wireless Offers and Services

AT&T Wireless Group has developed a number of specialized wireless offers
and services to target distinct customer segments:

AT&T Digital One Rate (SM)

— AT&T Regional Advantage and AT&T Digital Advantage services
- AT&T group plans

— Wireless Office Service

— AT&T Corporate Digital Advantage program

— Prepaid Wireless Services

— AT&T WorldConnect (R) service

The AT&T WorldConnect (R) service program allows AT&T Wireless Group's
customers to make and receive wireless calls for a flat roaming rate plus long
distance charges in over 100 countries across Europe, Australia, Asia, Latin
America, Africa and the Middle East, all while using their existing wireless
phone number. AT&T WorldConnect (R) service enables customers to enjoy the
convenience of wireless service at rates less than those charged by many
international hotels. A customer using a GSM wireless phone with AT&T
WorldConnect (R) service and a laptop computer with a GSM compatible modem card
is able to send and receive email and originate faxes, check a calendar, browse
the Internet and carry out other online transactions. AT&T WorldConnect (R)
service also provides discounted international calling from AT&T Wireless Group
markets in the U.S. and roaming with its U.S. digital multi-network phone in
select countries. For simplicity, international and domestic wireless charges
are both included on the customer's regular monthly AT&T Wireless bill. We
describe each of the other specialized wireless offers and services under
"-— Strategy."

Data Services

Cellular digital packet data network service. As a packet-switched data
network, AT&T Wireless Group's current data network takes advantage of the fact
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that with many data applications, data is sent in bursts with intermittent quiet
periods, which allows many users to share the network channel. As a result,
relative to data services carried over circuit-switched analog or digital
wireless networks, AT&T Wireless Group's packet-switched data service is a
significantly more cost-effective means of sending data for the majority of
applications because it allows a channel to be shared by many users. For
example, for many applications, AT&T Wireless Group's packet-switched data
network allows it to offer its customers unlimited usage, most often for a flat
monthly fee. This makes the data service on this network service attractive for
a variety of new applications. AT&T Wireless Group has created applications and
offers using the cellular digital packet data network for businesses, public
agencies and consumers.

To date, corporations and public agencies have been significant users of
AT&T Wireless Group's packet data service. These customers typically use this
service to carry industry-specific applications. Examples of such applications
include public safety applications, dispatch applications, wireless credit card
validation and automated vehicle location services.
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New devices are driving the development of broader applications targeted to
consumers. Users may access these applications with hand held devices, like the
Palm Vx, as well as phones and laptop computers.

Applications on hand held devices. For hand held devices, AT&T Wireless
Group now has access to new CDPD-standard modems that work with the Palm Vx
device. Users can access Internet-based information from devices equipped with
these modems. A leading example of this is the OmniSky service available for the
Palm Vx. With a Palm Vx equipped with a modem that connects to AT&T Wireless
Group's current packet data network, an OmniSky subscriber can access email as
well as several hundred content providers that have created information
specifically for hand held devices.

Applications on phones. AT&T Wireless Group has been instrumental in the
formation of a worldwide standard called the Wireless Application Protocol. This
standard allows a micro "browser" in a wireless phone to link into a gateway
service in AT&T Wireless Group's network in such a way that web developers can
easily develop new services available to wireless phone users.

In the first half of 2000, AT&T Wireless Group launched AT&T Digital
PocketNet service and two new phones that combine AT&T Wireless Group's tri-mode
voice capability, in analog and digital, the latter in both 850 and 1900
megahertz, with a CDPD-standard modem and a micro browser in a single package.
AT&T Wireless Group first developed its own wireless data applications for
phones three years ago with the introduction of AT&T PocketNet service. AT&T
Wireless Group believes that the introduction of these new phones has and will
continue to accelerate the adoption of AT&T Digital PocketNet service as well as
drive the introduction of new applications.

AT&T Digital PocketNet service for businesses. In the first quarter of
2000, AT&T Wireless Group introduced AT&T Digital PocketNet service for
businesses. This service allows corporations to build applications that provide
access to corporate intranet information to employees who are out of their
offices. Two key applications illustrate this service. The first is Mobile
Services for Domino, which is available from International Business Machines
Corporation/Lotus Development Corporation. This application provides for real
time access to Lotus Notes email, calendar and contacts from compatible phones
available from AT&T Wireless Group via AT&T Digital PocketNet service. The
second application provides similar capabilities using Microsoft Exchange email
and Outlook calendar/contacts information. AT&T Wireless Group is offering this
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service in cooperation with Wireless Knowledge LLC. These applications open up
the ability for Lotus Notes and Microsoft Exchange users to have real time and
easy control of their email and other corporate information when away from their
offices. All of these are currently available at flat monthly rates, and can be
bundled with AT&T Digital One Rate service or any of AT&T Wireless Group's other
wireless voice rate plans.

AT&T Digital PocketNet service for the consumer. In May 2000, AT&T
Wireless Group announced the launch of a version of AT&T Digital PocketNet
service for the consumer. As with AT&T Digital PocketNet service for businesses,
these services provide unlimited usage at flat monthly rates. With the consumer
version, customers can browse a variety of consumer oriented branded and
nonbranded content including news, sports, financial information, directories,
directions, travel reservations and weather. In addition, applications that
allow consumer users to shop, access their personal information, including
contact lists and calendars, and read, write and respond to emails are also
available. AT&T Wireless Group currently offers applications and services from
over 70 content providers. In the third quarter of 2000, AT&T Wireless Group
announced that it has chosen Qpass to provide AT&T Digital PocketNet subscribers
the ability to easily and securely buy content, goods and services via their
Internet enabled phones.

In the future, AT&T Wireless Group expects a number of additional
applications will be developed, including instant messaging shopping services
and services that are enhanced by information about the user's location. By
providing or facilitating such applications, AT&T Wireless Group believes it can
generate new revenue streams, as well as develop personalized relationships with
its customers.

AT&T Text Messaging service. For the last several years, AT&T Wireless
Group has offered digital customers the ability to receive and store short
alphanumeric messages and pages right on their wireless
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phones. In October 2000, AT&T Wireless Group launched AT&T Text Messaging
service which allows customers to send, receive and reply to short text messages
from any compatible digital wireless phone. AT&T Wireless Group provides
customers the choice to either pay on a per message basis or purchase a bucket
of messages for use each month. AT&T Text Messaging service also allows
customers to receive updated news, sports, weather and other relevant
information in the form of short text messages. Two-way text messaging is
extremely popular in Europe and Asia, and AT&T Wireless Group views AT&T Text
Messaging as an important part of its overall offer portfolio in the future.

Products

AT&T Wireless Group offers a variety of products as complements to its
wireless service, including handsets and accessories, such as chargers,
headsets, belt clips, faceplates and batteries. As part of its basic service
offering, AT&T Wireless Group provides easy-to-use, interactive menu-driven
handsets that can be activated over the air. These handsets primarily feature
word prompts and menus rather than numeric codes to operate handset functions.
Some handsets allow mobile access to the Internet.

In addition, AT&T Wireless Group offers tri-mode handsets, which are
handsets compatible with analog and digital networks, the latter with 850 and
1900 megahertz frequencies and service modes. Tri-mode handsets permit customers
to roam across a variety of wireless networks and incorporate AT&T Wireless
Group's proprietary intelligent roaming data base system, which is designed to
provide service in more areas at favorable roaming rates. AT&T Wireless Group
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offers its customers use of Nokia, Ericsson, Mitsubishi and Motorola handsets.
Tri-mode handsets offer significantly extended battery life over earlier
technologies, providing up to 14 days of stand-by battery life. Handsets
operating on a digital system are capable of sleep-mode while turned on but not
in use, thus improving efficiency for incoming calls, as users will be able to
leave these phones on for significantly longer periods than they can with
wireless phones using an earlier technology. The tri-mode handsets further
extend battery life by using a digital system for roaming when in areas covered
by digital systems.

Marketing

AT&T Wireless Group develops customer awareness through its marketing and
promotion efforts and has been a leader in differentiating its products through
its use of targeted pricing plans and the introduction of new products and
services. AT&T Wireless Group also uses the AT&T brand name, provides superior
customer care and may continue to be able to engage in cross marketing
arrangements with the AT&T sales force and, when appropriate and as may be
agreed with AT&T, to offer certain of its services combined with the
communications services offered by AT&T under the terms of agreements to take
effect at the split-off.

Targeted marketing. AT&T Wireless Group targets groups of customers who
share common characteristics or have common needs. Common characteristics may be
usage (frequent travelers), social group (families), age (youth market) or any
other distinctive measure. AT&T Wireless Group then attempts to create a
compelling offer by combining rate plans, products promotions and features that
meet the particular needs of that targeted group and that AT&T Wireless Group
can provide at a competitive advantage. AT&T Wireless Group has expanded its
targeted marketing efforts to include groups of customers who are more casual or
lower-minute users, and as a result expects to experience upward pressure on
churn rates. Also consistent with this strategic initiative, AT&T Wireless Group
expects to continue to experience a decrease in average revenue per user.

The AT&T brand name. AT&T Wireless Group prominently features the AT&T
brand name and logo on its products and services. AT&T Wireless Group has
benefited from AT&T's national advertising to build its brand awareness. AT&T
Wireless Group believes that the use of the AT&T brand name, one of the most
well known in the United States, will continue to be a distinct marketing
advantage.

Customer care and support. AT&T Wireless Group places a high priority on
providing its customers with the best customer care and support. J.D. Power and
Associates' 2000 U.S. Wireless Customer Satisfaction Survey rated AT&T Wireless
Group highest in overall customer satisfaction in nine out of 12
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markets studied. In two of the nine markets, AT&T Wireless Group was tied for
first place. AT&T Wireless Group employs approximately 8,300 customer care
representatives located in 14 call centers and contracts for outsourced customer
care service with approximately 3,000 additional representatives in nine
locations. In addition, subscribers can access their account and obtain answers
to routine inquiries through its website, www.att.com/wireless. Customers can
reach AT&T Wireless Group's customer care representatives or access its website
on a 24 hour/seven day a week basis for answers regarding their service,
activation, changing service plans and other service options. Customer care
representatives are accessible from any point within the network on an AT&T
Wireless Group handset at no charge or through any other telephone by calling a
toll-free number. In addition, certain large enterprise customers may utilize a
customized extranet for ease of customer service.
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As part of its customer care program, AT&T Wireless Group seeks to identify
customers who are at risk of changing service providers. In these cases, AT&T
Wireless Group has programs that assist customers in upgrading their equipment
to the latest technology, in changing their rate plan so they are on a plan that
is appropriate for their calling needs and in understanding how to get the full
benefits from their service. AT&T Wireless Group communicates these programs
through individualized and general communications, and utilizes these programs
to minimize the risk of customers switching to another service provider.

Marketing with AT&T. AT&T Wireless Group has had the opportunity to cross
market with AT&T's other divisions and capitalize on the size and breadth of
AT&T's customer base in long distance and broadband service. In the event of the
split-off, AT&T Wireless Services may continue to have certain marketing
opportunities with AT&T, as set forth in the terms of agreements to become
effective at the time of the split-off.

Sales and distribution

AT&T Wireless Group markets its wireless services in its managed markets
under the AT&T brand name. It markets wireless services to business and
residential customers through a direct sales force of 2,100, through sales
points of presence in approximately 520 AT&T Wireless Group company-owned stores
located in 37 states, and kiosks and other customer points of presence,
including the Internet and inbound call centers, and through local and national
non-affiliated retailers throughout the United States. If agreed upon by AT&T
and AT&T Wireless Group, AT&T's sales force may sell wireless services to
customers as part of offerings of AT&T services to their customers.

AT&T Wireless Group also relies upon dealers to market its services in some
locations. Dealers are independent contractors that solicit customers for AT&T
Wireless Group service, and, typically, include specialized wireless stores,
specialized electronics stores and department stores. AT&T Wireless Group
generally pays its dealers a commission for each customer that uses its service
for a specified period, and may make residual or account management payments to
the dealer based on the customer's ongoing service charges.

AT&T Wireless Group has begun a number of initiatives designed to lower its
costs of adding subscribers as well as its customer care expenses.

Rates and billing

AT&T Wireless Group charges may include fees for service activation,
monthly access, per-minute airtime and customer-calling features, which may
include a fixed number of minutes or packets of data per month at a set price
and generally offers a variety of pricing options, most of which combine a fixed
monthly access fee for a fixed number of minutes or packets of data and
additional charges for usage in excess of those allotted. Customers may also
incur long distance and roaming fees. AT&T Wireless Group manages its exposure
to bad debt by reviewing prospective customers for creditworthiness and by
deactivating accounts that reach a specific date past due.
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Other assets
AT&T Wireless Group also possesses certain other assets not described
above. The most significant of these assets include a number of equity interests

in international wireless operations and an air-to-ground wireless operation.

International
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AT&T Wireless Group owns minority interests in wireless carriers in a

number of countries including Canada, India, Europe, Southeast Asia and Taiwan.

AT&T Wireless Group's international objectives include enlarging its footprint
to extend throughout North America as well as enhancing its ability to service

the global needs of its multinational customers.

POPS COVERED

COUNTRY ENTITY DESCRIPTION (IN MILLIONS) (1)
Canada Rogers Wireless Nationwide TDMA network 28
Communications, Inc.
Czech Republic EuroTel Praha, spol. Nationwide NMT 450 and 10
S.r.o. GSM 900 networks
India Birla AT&T GSM networks in Goa, 37
Communications Ltd. Gujarat and Maharashtra,
India
India BPL Cellular Ltd. GSM networks in Tamil 52
Nadu, Kerala, and
Maharashtra
Indonesia PT AriaWest Fixed line local network NA
International and unbuilt PCS license
in West Java
Malaysia Maxis Communications Bhd GSM 900 wireless and 16
fixed domestic &
international networks
Slovakia EuroTel Bratislava a.s. Nationwide NMT 450 and 5
GSM 900 networks
Taiwan Far EasTone Nationwide GSM 900 and 22
Communications Ltd. 1800 networks
(1) Amount of population covered by the entity's network in its country, as of

December 31, 2000.
As of December 31, 2000.

AT&T Wireless Group's long-standing relationship with Rogers Wireless allows
two of North America's largest providers of service based on time division
multiple access technology to offer cross-border capabilities. Wireless
customers throughout Canada can enjoy wireless services under the Rogers
AT&T Wireless name. This arrangement increases AT&T Wireless Group's built
network North American population coverage by 28 million. During the first
quarter of 2001, AT&T Wireless Group made unsecured term loans available to
Rogers Wireless to pay for spectrum it successfully bid upon in recently
completed Canadian spectrum auctions. Rogers Wireless plans to effect a
rights offering of its equity securities equal to the unsecured loans and
all costs and fees associated with them. The majority shareholder of Rogers
Wireless and our joint venture entity with British Telecommunications are
both obligated to subscribe to their pro rata portions of the rights
offering, along with any portion not subscribed by Rogers Wireless' minority
public shareholders. We will fund the commitment of the joint venture entity
by offsetting it against the unsecured, interest bearing note AT&T Wireless
Group received from Rogers Wireless in respect of the loan described above,
together with interest and related fees. This transaction will increase our
interest in the joint venture entity with British Telecommunications, in
proportion to the equities received. This transaction will not
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result in a transfer of control of Rogers Wireless to our joint venture with
British Telecommunications.

(4) In October 2000, AT&T Wireless Group completed its acquisition of several
equity interests in international ventures acquired by AT&T as a result of
its acquisition of MediaOne in June 2000. AT&T Wireless Group paid
approximately $1 billion to AT&T for these properties, which was based upon
a third party valuation. In March 2001, AT&T Wireless Group entered into an
agreement with other shareholders of Maxis Communications Bhd for the sale
of AT&T Wireless Group's entire interest in that entity and the resolution
of claims asserted by these shareholders in an arbitration proceeding. AT&T
Wireless Group does not expect the transactions to have a material impact on
the financial position, results of operations or cash flows of AT&T Wireless
Group.

(5) In the fourth quarter of 2000, Birla AT&T executed definitive documents for
two transactions that will expand its coverage area in India. First, Birla
AT&T entered into an agreement to merge with the wireless operations of Tata
Cellular, Ltd. Tata Cellular, Ltd. owns and operates a cellular business in
the Indian state of Andhra Pradesh. The completion of the transaction is
awaiting governmental approval, which Birla AT&T expects to receive in the
first half of 2001. When completed AT&T Wireless Group will own a 33% stake
in the new merged entity. In a second transaction, AT&T Wireless Group,
Birla AT&T and Tata Cellular, Ltd. completed a cash acquisition of cellular
operations in the Indian state of Madhya Pradesh. Each acquiror will
contribute their interest to the new merged Birla AT&T/Tata Cellular, Ltd.
entity concurrent with the completion of the merger. Subsequent to the
contribution, the new merged entity will have covered population of
approximately 57 million.

(6) In September 2000, AT&T Wireless Group signed an agreement to exercise its
options to purchase additional shares of stock in Far EasTone. In December
2000, AT&T Wireless Group completed this transaction, investing an
additional $205 million, resulting in a total ownership interest of 22.7%.

In the first quarter of 2000, AT&T Wireless Group was allocated a portion
of AT&T's interest in Japan Telecom, which provides local, long distance,
Internet and mobile wireless communications to businesses and consumers in
Japan. AT&T's interest in Japan Telecom is held through a joint venture with
British Telecommunications. On February 26, 2001, AT&T agreed to sell its
interest in Japan Telecom for approximately $1.35 billion. The net after-tax
proceeds are expected to be approximately $1 billion. AT&T has indicated that
the net after-tax proceeds will be allocated evenly between AT&T and AT&T
Wireless Group. In the fourth quarter of 2000, AT&T Wireless Services and AT&T
entered into a binding letter agreement with DoCoMo, a Japanese wireless
communications company, for DoCoMo's investment in AT&T reflecting the financial
performance and economic value of AT&T Wireless Group and for the formation of a
strategic alliance. The parties completed this investment on January 22, 2001.
For more information, please see "DoCoMo Strategic Investment."

Air-to-ground

The Aviation Communications Division of AT&T Wireless Group provides
alir-to-ground communications services. A minority ownership interest in this
division is held by Rogers Wireless.

The Aviation Communications Division owns and operates a network of
ground-based and airborne telecommunications equipment and related assets that
deliver digital telephone service to commercial and private aircraft in North
America. The Aviation Communications Division's North American installed

109



Edgar Filing: AT&T CORP - Form S-4/A

customer base represents over 1,500 commercial aircraft. Its North American
Terrestrial System network of ground stations provides coverage on substantially
all major routes flown by its commercial airlines customers equipped with the
Aviation Communications Division's telephony equipment. Outside the United
States, the Aviation Communications Division is a supplier of airborne
telecommunications equipment and product support to airlines and other service
providers, with a current installed customer base of over 300 commercial
aircraft. The Aviation Communications Division also serves general aviation
aircraft.
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Wireless network

AT&T Wireless Group's ownership position in U.S. markets was obtained
through FCC comparative hearings, FCC auctions and the FCC lottery and
settlement process as well as through acquisitions of, and purchases and
exchanges of, operating systems and licenses from or with other wireless service
licensees. AT&T Wireless Group continues to participate in FCC spectrum auctions
or other acquisitions of licenses when commercially and strategically reasonable
to do so. It may enter into agreements with third parties with regard to their
participation in such auctions, within the parameters legally permitted and
disclosed to the extent required by law. AT&T Wireless Group has agreed to
invest $2.6 billion in exchange for a combination of a non-controlling equity
interest in any debt securities issued by Alaska Native Wireless, L.L.C., in
connection with Alaska Native Wireless' successful bids in the C and F Block
reauction (FCC Auction 35), which ended January 26, 2001. At the conclusion of
the auction, Alaska Native Wireless was the high bidder on approximately $2.9
billion in licenses. One auction participant has challenged the qualifications
of Alaska Native Wireless to acquire "closed" licenses, which constituted most
of the licenses for which Alaska Native Wireless was the successful bidder. In
addition, the trustee in NextWave Telecom, Inc.'s Chapter 11 bankruptcy
proceeding and the unsecured creditors of NextWave are challenging the right of
the FCC to re—auction the 1900 megahertz licenses that NextWave acquired in
prior FCC auctions but which were later reclaimed by the FCC. Either of these
proceedings could result in a delay in the grant of licenses to successful
bidders or revocation of any licenses, including those won or acquired by Alaska
Native Wireless.

AT&T Wireless Group's own spectrum, together with the spectrum of its
affiliates and the spectrum on which Alaska Native Wireless was high bidder in
the recently completed FCC spectrum auction, would be sufficient to serve over
85 of the top 100 markets with AT&T Wireless Group's selected third generation
technology, UMTS. Although Alaska Native Wireless is obligated to use technology
that is compatible and interoperable with AT&T Wireless Group's digital mobile
wireless network, no commitments have been made by Alaska Native Wireless
concerning the deployment of the licenses for which it was high bidder and not
all affiliates may be obligated to implement AT&T Wireless Group's third
generation technology strategy. Under certain conditions, and in addition to
other means by which they may transfer their interests, the other owners of
Alaska Native Wireless have the right to require AT&T Wireless Group to purchase
their equity interests. If this right were exercised five years after license
grant, the price could be as much as approximately $950 million and would be
payvable, at AT&T Wireless Group's option, in cash or marketable securities. The
amount would be less if the right were exercised earlier. Formal grant to Alaska
Native Wireless of the licenses successfully bid upon in the auction has not yet
occurred and is subject to administrative procedures.

Mobile wireless network

Coverage. As of December 31, 2000, AT&T Wireless Group's built network,
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including partnership and affiliate markets, covered 98% of the U.S. population,
including operations in 49 of the 50 largest U.S. metropolitan areas. AT&T
Wireless Group's wireless network operates using both 850 megahertz and 1900
megahertz licenses. Where agreements are in place, AT&T Wireless Group is able
to offer service to customers of other wireless providers when they travel
through its service area, and AT&T Wireless Group subscribers can roam through
other wireless providers' service areas.

Analog and digital technologies. AT&T Wireless Group offers both analog
and digital service in its 850 megahertz markets and digital service in its 1900
megahertz markets. AT&T Wireless Group believes that digital technology offers
many advantages over analog technology, including substantially increased
network capacity, greater call privacy, enhanced services and features, lower
operating costs, reduced susceptibility to fraud and the opportunity to provide
improved data transmissions. Moving customers to digital service has been a key
component of AT&T Wireless Group's overall wireless strategy. Digital service
enables AT&T Wireless Group to provide added benefits and services to its
customers, including extended battery life, caller ID, text messaging and
voicemail with message waiting indicator.

AT&T Wireless Group has pursued a strategy to convert its analog networks
and subscriber base to digital. The primary goals of this program are capacity
expansion, cost reduction, and product
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improvement. As of December 31, 2000, over 90% of AT&T Wireless Group's
consolidated subscribers use digital service, accounting for over 94% of its
traffic.

As AT&T Wireless Group grows its customer base and adds new services and
applications, such as data services, it will need to increase its capacity in
order to support higher network traffic. Digital voice paths require less radio
frequency spectrum capacity than do analog voice paths. Further capacity
improvements are possible using other digital techniques and AT&T Wireless Group
believes that it is currently yielding from its digital mobile systems as much
as four times the capacity of an analog system using equivalent spectrum.
Further capacity improvements are possible using other digital techniques that
would yield as much as or more than six times analog capacity. AT&T Wireless
Group and its suppliers currently are developing and intend to deploy such
additional capacity-enhancing technology within its existing spectrum.

AT&T Wireless Group intends to deploy its national GSM digital technology
platform, adding interim enhanced wireless data services using GPRS technology
as well as third generation EDGE technology within its existing spectrum
resources, and eventually including third generation capabilities using UMTS
technology largely using its existing spectrum resources. The deployment of new
technology is expected to be one factor that increases the spectrum efficiency
of AT&T Wireless Group's existing digital mobile network, in combination with
increased network capacity through cell site construction. AT&T Wireless Group
believes that its competitors that have not converted to digital will not have
the same flexibility in deploying high-speed data services.

AT&T Wireless Group believes that its continued success depends on having a
competitive cost structure. In addition to enhancing capacity, digital
technology allows AT&T Wireless Group to produce network minutes with less
capital and operating expense than analog technology. Not only is the cost of
digital network equipment lower per voice path than analog network equipment,
but also fixed costs, such as towers, shelters and other common equipment, are
reduced by spreading them over a larger number of minutes. Digital has also
allowed AT&T Wireless Group to improve its roaming costs substantially using
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over-the—air programming, which enables phones to select the most cost-effective
roaming partners. AT&T Wireless Group believes that its prompt implementation of
digital technology gives it a cost advantage over its competitors that are more
dependent on analog.

Moving customers to digital service is a key component of AT&T Wireless
Group's overall wireless strategy. Digital technology provides a host of feature
improvements to AT&T Wireless Group's customers. To date, AT&T Wireless Group
has delivered on its digital networks such features as caller ID, voicemail with
message waiting indicator, short alphanumeric message service, and Wireless
Office Service.

TDMA network. AT&T Wireless Group chose time division multiple access, or
TDMA, technology for its second generation voice digital network, although it
does operate a small number of markets utilizing code division multiple access,
or CDMA, that were operating that technology when AT&T Wireless Group acquired
them. TDMA permits the use of advanced tri-mode handsets that allow for roaming
across analog and digital systems and across 850 megahertz and 1900 megahertz
spectrums. This digital technology allows for enhanced services and features,
such as short alphanumeric message service, extended battery life, added call
security and improved voice quality. TDMA's hierarchical cell structure enables
AT&T Wireless Group to enhance network coverage with lower incremental
investment through the deployment of smaller, lower range cell sites than are
generally used. This enables AT&T Wireless Group to offer customized billing
options and to track billing information per individual cell site, which is
practical for advanced wireless applications such as fixed wireless and wireless
office applications. TDMA technology served an estimated 54 million subscribers
worldwide and 27 million subscribers in North America as of September 30, 2000,
according to the Universal Wireless Communications Consortium, an association of
TDMA service providers and manufacturers. TDMA equipment is available from
leading telecommunication vendors such as Lucent, Ericsson and Nortel Networks
Inc. A number of other wireless service providers have chosen CDMA or GSM as
their current digital wireless technology. The AT&T Wireless Group intends to
deploy an overlay of GSM technology to its TDMA network, as part of its third
generation development strategy.
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Cellular digital packet data network

AT&T Wireless Group's existing network utilizing packet-switched data
technology, called CDPD, covers a U.S. population of 104 million as of December
31, 2000, which represents over 60% of its built network. The AT&T Wireless
Group customers on this data network can roam on the data networks of other
wireless providers who use the same cellular digital packet data technology,
which, together, cover an additional U.S. population of 74 million. Cellular
digital packet data is an industry standard using Internet Protocol, which
allows most applications written for the Internet as well as many corporate
applications to run efficiently over the network without modification. Using
this technology, data files and transactions are divided into small packets and
sent on a dedicated wireless channel. In many data applications, data is sent in
bursts with intermittent quiet periods. Packet transmission technologies take
advantage of this fact and allow user data to be efficiently carried on the same
network channel. As a result, relative to data services carried over
circuit-switched analog or digital wireless networks, AT&T Wireless Group's
packet-switched data service is a significantly more cost-effective means of
sending data for the majority of applications because it allows many users to
share the same channel.

Third generation development strategy
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Third generation technologies will allow carriers to provide high-speed
wireless packet data services and ultimately voice services using Internet
Protocol. AT&T Wireless Group believes that a sound third generation strategy
should allow the wireless provider to achieve a pervasive footprint quickly and
cost effectively. In addition, AT&T Wireless Group believes third generation
networks that achieve global economies of scale and allow for global roaming
will have a significant advantage. AT&T Wireless Group had previously chosen
TDMA-EDGE as its next generation wireless architecture, to be deployed on its
TDMA network platform, as a means of accomplishing all of these goals. With this
strategy, the AT&T Wireless Group expected to be able to offer initial TDMA-EDGE
services sometime in 2002, with substantial deployment continuing into 2003.

However, in November 2000, AT&T Wireless Group announced that it has
selected for its eventual third generation services the technological standard
that is the same global standard that has been selected by service providers
throughout Europe, in Japan and in other parts of the world. This standard,
known as UMTS (for universal mobile telecommunications system), has generally
been accepted as the successor technology to the second generation digital
technology known as GSM (for global system for mobile communications). UMTS is
also known as W-CDMA, or wideband code division multiple access. Despite the
similarity of the acronyms, CDMA 2000 and W-CDMA are not compatible.

To accelerate the availability of enhanced data services offerings, AT&T
Wireless Group recently announced plans to deploy a GSM platform for interim
improvements in wireless data capabilities on the evolutionary path to third
generation services, as well as associated voice services. This platform will be
deployed as an overlay on AT&T Wireless Group's second generation voice network.
GSM platform deployment is planned to begin in the second half of 2001. AT&T
Wireless Group plans to make interim enhanced data services using GPRS
technology deployed on the GSM network available starting in 2001. Third
generation EDGE technology service is expected to be available in 2002. AT&T
Wireless Group currently plans to deploy third generation UMTS technology
beginning in 2003, depending on the availability of network equipment and
customer devices. By making services on GPRS technology available in 2001, AT&T
Wireless Group expects to be able to make enhanced data services available to
customers earlier than its originally planned deployment of TDMA-EDGE in 2002.

Due to its broad international acceptance, the GSM platform equipment
needed is readily available in the market. The overlay strategy also will allow
AT&T Wireless Group to utilize its existing cell site facilities and spectrum.
Because of these efficiencies, the AT&T Wireless Group expects that its network
capital expenditures associated with the high-speed data technology included in
its third generation plans over the period of deployment will be only modestly
greater than its earlier third generation migration plan, but may occur in
earlier periods.
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Like AT&T Wireless Group's current packet data network, the technology
standards AT&T Wireless Group has selected for its enhanced and third generation
data services strategy are also Internet Protocol based. As a result, AT&T
Wireless Group expects that its near term use of its existing packet data
network to develop innovative solutions will provide migration for its data
customers. AT&T Wireless Group expects that all the applications developed and
deployed today will migrate to GPRS-based and eventually to EDGE-based network
services as customers upgrade their equipment to the new technologies to be
deployed. However, when deployed using GPRS and EDGE technologies, these
applications are expected to operate at higher speeds where deployed.

This plan is expected to enable AT&T Wireless Group to provide customers
with earlier availability of a wide range of data service offerings on a broad
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array of devices (phones, personal data assistants, or PDA's, laptops, etc.).
AT&T Wireless Group plans to sell handsets combining its current TDMA
transmission technology and the GSM technology platform it plans to deploy with
enhanced and third generation GPRS and EDGE technologies, which would provide
customers the benefit of access to AT&T Wireless Group's current voice network
as well as the new enhanced and high-speed data services when available.
Industry specifications for the combined technology handsets were jointly
developed by the Universal Wireless Communications Consortium and the North
American GSM Alliance. AT&T Wireless Group is in discussions with manufacturers
to develop such devices.

In November 2000, AT&T announced nonbinding letters of intent with
Ericsson, Lucent Technologies, Nokia and Nortel Networks for third generation
network equipment and, in the case of Nokia and Ericsson, for future generation
wireless customer terminals. AT&T Wireless Group began negotiating definitive
agreements with these and other vendors during the fourth quarter of 2000 and
has executed several of these agreements.

Fixed Wireless

Fixed wireless service provides customers with a high-speed packet data
channel that can be used by up to five data devices simultaneously (for example,
five personal computers simultaneously accessing the Internet) at download
speeds of up to 512 kilobits per second. The service became capable of speeds of
up to one megabit per second in the fourth quarter of 2000. In the future, the
fixed wireless technology may evolve to provide higher than one megabit of
bandwidth per second. Currently, the offering provides expansion up to four
lines of wireline quality voice telephony, including custom calling features
available today over wireline networks (e.g., call waiting, caller ID, three-way
calling) .

Both the data and voice channels are delivered over the existing telephone
wiring within the residence or small business premises, allowing customers to
utilize their existing telephones. No separate modem is required in order to
connect a customer's personal computer to the data channel. Once connected to
the existing telephone wiring within the premises, the fixed wireless equipment
(in combination with installation of third party hardware) supports multiple
simultaneous PC connections to the Internet within the premises. Data and
telephone equipment is connected within the premises using the standard jacks
that already exist on the premises. All data transmissions are secured for
customer privacy and fraud protection by use of proprietary protocols. Voice
transmissions are encrypted for customer privacy and fraud protection.

The data aspect of fixed wireless service will be further developed to
create an environment in which customers may select and easily change their
third party Internet service provider.

In order to install fixed wireless service in a customer's premises, AT&T
Wireless Group must mount a flat panel antenna on the outside of a customer's
premises and certain electronic equipment, including a backup battery supply,
inside the premises. Once installed, the antenna on the customer's premises
communicates with a neighborhood antenna and base station that, in the majority
of cases, shares its physical location with an antenna and base station site
used to serve AT&T Wireless Group's mobile wireless service. Thus, in many cases
the mobile and fixed wireless networks will share a common infrastructure for
towers, base station sites and backhaul transmission to a digital switching
center.
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AT&T believes that AT&T Wireless Group is the most appropriate group to
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take advantage of the fixed wireless opportunity for a number of reasons. First,
the fixed wireless network will share equipment and facilities with the mobile
wireless network, lowering the level of capital required to roll out the fixed
wireless service. Second, AT&T Wireless Group will take charge of the management
and sharing of wireless spectrum across business opportunities such as the core
mobility business, fixed wireless and the wireless data opportunity. Finally,
AT&T Wireless Group's management team has more experience to take advantage of
the opportunity, given the technical expertise and knowledge it has accumulated
building the mobile wireless network.

COMPETITION

Competition for subscribers among wireless service providers is based
principally upon the services and features offered, call quality, customer
service, system coverage and price. AT&T Wireless Group's ability to compete
successfully will depend, in part, on its ability to anticipate and respond to
various competitive factors affecting the industry, including new services that
may be introduced, changes in consumer preferences, demographic trends, economic
conditions and pricing strategies. Increased competitive pressures, the
introduction of popularity of new products and services, including prepaid phone
products, as well as a general softening of the economy, could adversely affect
AT&T Wireless Group's results, increase its churn and decrease its average
revenue per user. AT&T Wireless Group's primary national competitors are
Cingular, Verizon Wireless, Nextel Communications, Inc., VoiceStream
Communications and Sprint PCS.

In addition, the wireless communications industry has been experiencing
significant consolidation and the AT&T Wireless Group expects that this
consolidation will continue. The previously announced, or recently completed,
mergers or joint ventures of Bell Atlantic/GTE/Vodafone AirTouch (now called
Verizon) and SBC/Bell South/Ameritech (now called Cingular) have created large,
well-capitalized competitors with substantial financial, technical, marketing
and other resources to respond to AT&T Wireless Group's offerings. In addition,
in July 2000, VoiceStream Communications and Deutsche Telekom announced a
proposed merger. These mergers or ventures have caused AT&T Wireless Group's
ranking to decline to third in U.S. revenue and U.S. subscriber share. In terms
of U.S. population covered by licenses, or POPs, AT&T Wireless Group, including
partnerships and affiliates, ranks third. As a result, these competitors may be
able to offer nationwide services and plans more quickly and more economically
than the AT&T Wireless Group and to obtain roaming rates that are more favorable
than those obtained by AT&T Wireless Group, and may be better able to respond to
offers of AT&T Wireless Group.

AT&T Wireless Group's cellular operations have always experienced direct
competition from the second cellular licensee in each market. Beginning in 1997,
AT&T Wireless Group began experiencing competition from as many as six license
holders in certain markets. Competition from new providers in AT&T Wireless
Group's markets will continue to increase as the networks of license holders are
built out over the next several years. In addition, the FCC is likely to offer
additional spectrum for wireless mobile licenses in the future using existing or
new technologies. See "Risk Factors —-—- Risks Relating to AT&T's Restructuring
Plan —-- AT&T's restructuring may adversely impact the competitive position of
AT&T's business units."

PATENTS AND TRADEMARKS

AT&T and AT&T Wireless Group and their subsidiaries own numerous patents in
the United States and foreign countries. The foreign patents are generally
counterparts of the U.S. patents. Many of these patents are licensed to others
and AT&T, the AT&T Wireless Group and their subsidiaries are licensed to use
certain patents licensed from others. Until now, patents sometimes have been
managed by the AT&T group originating or utilizing the patent, and sometimes
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have been managed by a different AT&T group; patents utilized by AT&T Wireless
Group have been managed by the group that has managed it historically. In the
event of a split-off, AT&T Common Stock Group and AT&T Wireless Services will
cross—license to each other their patents owned as of the time of the split-off
as well as certain patents issuing from patent applications pending at the time
of the split-off. This arrangement is intended to
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preserve each group's right to use the patents managed by the other group, or
with respect to which either has the power to grant such rights, for appropriate
business activities. We expect there will be no royalty or licensing fees
related to these arrangements for patents owned by the respective group.

The groups have collaborated to achieve enterprise objectives with respect
to the licensing or sale of patents to third parties. The policy of AT&T
Wireless Group capital stock committee has been not to sell or license any
patents that are predominantly used by AT&T Wireless Group if that sale or
license would result in a material competitive disadvantage to AT&T Wireless
Group. Any fees obtained through such sales or licensing would be allocated to
the group that predominantly uses the patents sold or licensed, or if no
specific patent can be associated with a fee or such patent is not predominantly
used by any one group, then allocated using the same general allocation as
overhead expenses. AT&T Wireless Group does not consider any individual patents
to be material to its business operation. For avoidance of doubt, in the event
of a split-off this paragraph shall have no prospective effect.

AT&T has numerous trademarks registered throughout the world. AT&T
considers many of its trademarks to be valuable assets, particularly the AT&T
brand name and globe logo. AT&T Wireless Group currently has access to these
trademarks, including the AT&T brand name and globe logo, in the United States
and other countries. In the event of a split-off, AT&T Wireless Services will be
licensed by AT&T to use a number of AT&T's trademarks that it has been using to
date, including the AT&T brand name and globe logo. It is expected that the
initial term of the license will be five years, with the right by AT&T Wireless
Services to renew the license for an additional five years. The license will be
royalty free, but will include a brand maintenance fee computed as a percentage
of AT&T Wireless Services' gross revenue on services using the licensed
trademarks. That percentage during the initial term declines over one or two
year increments; and, during the renewal term, the percentage remains at the
percentage set for the final year of the initial term. This license will be
exclusive and world-wide for wide—-area mobile cellular wireless services, with
the exception of certain countries in which AT&T has already licensed the brand
for these services. The license to use the brand for fixed wireless is
non-exclusive and is limited to residential markets, and if certain
preconditions are met, the license may be extended to small business markets;
but in neither case does the license extend to the service areas of cable
systems currently owned and operated by AT&T (other than in certain areas of
Dallas, Texas) or in which AT&T currently has an attributable ownership
interest, or to certain designated market areas.

In total, these patents, patent applications, trademarks and licenses are
material to AT&T Wireless Group's business.

EMPLOYEES
As of December 31, 2000, AT&T Wireless Group employed approximately 29,000
individuals in its operations, including its fixed wireless operations,

virtually all of whom are located in the United States.

PROPERTIES
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AT&T Wireless Group owns, or controls through long-term leases or licenses,
properties consisting of plant and equipment used to provide wireless
communications services. In addition, it owns, or controls through leases,
properties used as administrative office buildings and/or retail sales
locations, customer care centers, and other facilities, such as research and
development facilities. These properties include land, interior and rooftop
office space, and space on existing structures of various types used to support
equipment used to provide wireless communications services. Most of the leased
properties are owned by private entities and the balance is owned by municipal
entities. As of December 31, 2000, AT&T Wireless Group's estimated commitments
associated with these leases was approximately $1.4 billion.

Plant and equipment used to provide wireless communications services
consist of:

— switching, transmission and receiving equipment,

— connecting lines (cables, wires, poles and other support structures,
conduits, etc.),
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- land and buildings,
- easements, and

— other miscellaneous properties (work equipment, furniture and plants
under construction).

The majority of the lines connecting AT&T Wireless Group services to other
telecommunications services and power sources are on or under public roads,
highways and streets. The remainder are on or under private property.

REGULATORY ENVIRONMENT

The FCC regulates the licensing, construction, operation, acquisition, sale
and resale of wireless systems in the United States pursuant to the
Communications Act of 1934 and the associated rules, regulations and policies
promulgated by the FCC. FCC terminology distinguishes between "cellular"
licenses, which utilize a frequency of 850 megahertz, and "PCS" licenses, which
utilize a frequency of 1900 megahertz. The different types of licenses and their
associated systems may have differing technical characteristics.

Licensing of wireless services systems

AT&T Wireless Group owns protected geographic service area licenses granted
by the FCC to provide cellular service and PCS. It also owns licenses granted by
the FCC to provide point-to-multi-point communications services in various
bands, including significant licenses in the 37 to 39 gigahertz bands.

A cellular system operates on one of two 25 megahertz frequency blocks that
the FCC allocates for cellular radio service. Cellular systems generally are
used for two-way mobile voice applications, although they may be used for data
applications and fixed wireless services as well. Cellular license areas are
issued for either metropolitan service areas or rural service areas. Initially,
one of the two cellular licenses available in each metropolitan service area or
rural service area was awarded to a local exchange telephone company by the FCC,
while the other license was awarded either through competitive processes or
lotteries. Licenses were issued beginning in 1983, and over the years numerous
license transfers and corporate reorganizations have obscured the original
pattern of distributing one set of licenses to local telephone company
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affiliates and the other to companies that do not have local exchange service in
the license area.

A PCS system operates on one of six frequency blocks allocated for personal
communications services. PCS systems generally are used for two-way voice
applications although they may carry two-way data communications as well. For
the purpose of awarding PCS licenses, the FCC has segmented the United States
into 51 large regions called major trading areas, which are comprised of 493
smaller regions called basic trading areas. The FCC awarded two PCS licenses for
each major trading area and four licenses for each basic trading area. The two
major trading area licenses authorize the use of 30 megahertz of spectrum. One
of the basic trading area licenses is for 30 megahertz of spectrum, and the
other three are for 10 megahertz each. The FCC permits licensees to split their
licenses and assign a portion, on either a geographic or frequency basis or
both, to a third party.

The FCC awarded initial PCS licenses by auction. Auctions began with the 30
megahertz major trading area licenses and concluded in 1998 with the last of the
basic trading area licenses. However, in March 1998, the FCC adopted an order
that allowed troubled entities that won PCS 30 megahertz C-Block licenses at
auction to obtain financial relief from their payment obligations and to return
some or all of their C-Block licenses to the FCC for reauctioning. The FCC
completed the reauction of the returned licenses in April 1999. In addition,
certain of the C-Block licenses are currently in bankruptcy proceedings. The FCC
cancelled some of these licenses, and completed the reauction of the licenses in
January 2001. The FCC's cancellation of the licenses has been challenged by one
of the bankrupt licensees, and there is no guarantee that the reauction or the
award of any licenses pursuant to the reauction will not be affected by this
challenge.
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Under the FCC's current spectrum aggregation rules, no entity may hold
attributable interests, generally 20% or more of the equity of, or an officer or
director position with, the licensee, in licenses for more than 45 megahertz of
PCS, cellular and certain specialized mobile radio services where there is
significant overlap in any geographic area. Significant overlap will occur when
at least 10% of the population of the PCS licensed service area is within the
cellular and/or specialized mobile radio service area(s). The FCC recently
increased this limit to 55 megahertz for rural areas. These spectrum aggregation
rules are subject to a pending FCC proceeding that could revise or eliminate
them.

All wireless licenses have a 10-year term, at the end of which term they
must be renewed. The FCC will award a renewal expectancy to a wireless licensee
that has provided substantial service during its past license term, and has
substantially complied with applicable FCC rules and policies and the
Communications Act. Licenses may be revoked for cause and license renewal
applications denied if the FCC determines that a renewal would not serve the
public interest. FCC rules provide that competing renewal applications for
licenses will be considered in comparative hearings, and establish the
qualifications for competing applications and the standards to be applied in
hearings.

All wireless licenses must satisfy specified coverage requirements.
Cellular licenses were required, during the five years following the grant of
the initial license, to construct their systems to provide service (at a
specified signal strength) to the territory encompassed by their service area.
Failure to provide such coverage resulted in reduction of the relevant license
area by the FCC. All A, B and C block PCS licensees must construct facilities
that offer coverage to one-third of the population of the service area within
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five years of the initial license grants and to two-thirds of the population
within ten years. All D, E and F block PCS licensees must construct facilities
that offer coverage to one-fourth of the population of the licensed area or
"make a showing of substantial service in their license area" within five years
of the original license grants. Other point-to-multi-point licenses require a
showing of substantial service at renewal. Licensees that fail to meet the
coverage requirements may be subject to forfeiture of the license.

In an effort to balance the competing interests of existing microwave users
in the PCS bands and newly authorized PCS licensees, the FCC has adopted a
transition plan to relocate such microwave operators to other spectrum blocks
and a cost sharing plan so that if the relocation of an incumbent benefits more
than one PCS licensee, those licensees will share the cost of the relocation.
The transition period contemplates negotiations between microwave licensees and
PCS licensees to accomplish the transition and to govern the terms and
conditions of the transition of microwave licensees from the PCS spectrum.
Generally, there is a "voluntary" negotiation period during which incumbent
microwave licensees can, but do not have to negotiate with PCS licensees. This
is followed by a "mandatory" negotiation period during which incumbent microwave
licensees must negotiate in good faith with PCS licensees.

Wireless systems are subject to certain FAA regulations governing the
location, lighting and construction of transmitter towers and antennas and are
subject to regulation under federal environmental laws and the FCC's
environmental regulations. State or local zoning and land use regulations also
apply to tower siting and construction activities. We expect to use common
carrier point-to-point microwave facilities to connect certain wireless cell
sites, and to link them to the main switching office. The FCC licenses these
facilities separately and they are subject to regulation as to technical
parameters and service.

The Communications Act preempts state and local regulation of the entry of,
or the rates charged by, any provider of private mobile radio service or of
commercial mobile radio service, which includes PCS and cellular service. The
FCC does not regulate commercial mobile radio service or private mobile radio
service rates. However, commercial mobile radio service providers are common
carriers and are required under the Communications Act to offer their services
to the public without unreasonable discrimination. The FCC's rules currently
require providers to permit others to resell their services for a profit;
however, these rules will expire in 2002.
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Transfers and assignments of spectrum licenses

Except for transfers of control or assignments that are considered "pro
forma," the Communications Act and FCC rules require the FCC's prior approval
for the assignment of a license or transfer of control of a licensee for a PCS
or cellular system and other types of wireless licenses. In addition, the FCC
has established transfer disclosure requirements that require licensees who
assign or transfer control of a PCS license within the first three years of
their license terms to file associated sale contracts, option agreements,
management agreements or other documents disclosing the total consideration that
the licensee would receive in return for the transfer or assignment of its
license. Non-controlling interests in an entity that holds an FCC license
generally may be bought or sold without FCC approval subject to the FCC's
spectrum aggregation limits. However, notification and expiration or earlier
termination of the applicable waiting period under Section 7A of the Clayton Act
by either the Federal Trade Commission or the Department of Justice may be
required if we sell or acquire interests over a certain size. Approval by state
or local regulatory authorities having competent Jjurisdiction may also be
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required in some circumstances.
Foreign ownership

Under existing law, no more than 20% of an FCC licensee's capital stock may
be owned, directly or indirectly, or voted by non-U.S. citizens or their
representatives, by a foreign government or its representatives or by a foreign
corporation. If an FCC licensee is controlled by another entity, as is the case
with our ownership structure, up to 25% of that entity's capital stock may be
owned or voted by non-U.S. citizens or their representatives, by a foreign
government or its representatives or by a foreign corporation. Foreign ownership
above the 25% level may be allowed should the FCC find such higher levels not
inconsistent with the public interest. The FCC has ruled that higher levels of
foreign ownership, even up to 100%, are presumptively consistent with the public
interest with respect to investors from certain nations. If our foreign
ownership were to exceed the permitted level, the FCC could revoke our FCC
licenses, although we could seek a declaratory ruling from the FCC allowing the
foreign ownership or take other actions to reduce our foreign ownership
percentage in order to avoid the loss of our licenses. We have no knowledge of
any present foreign ownership in violation of these restrictions.

Recent regulatory developments

The FCC has announced rules for making emergency 911 services available by
cellular, PCS and other commercial mobile radio service providers, including
enhanced 911 services that provide the caller's telephone number, location and
other useful information. Commercial mobile radio service providers are required
to take actions enabling them to relay a caller's automatic number
identification and location (initially the location of the cell site first
transmitting the call, and ultimately by an approximation of the caller's actual
location) if requested to do so by a public safety dispatch agency. Providers
may use either network or handset-based technologies to provide the
approximation of the caller's actual location. There is no requirement that
dispatch agencies reimburse the provider for their costs of deploying such
technologies. 911 service must be made available to users with speech or hearing
disabilities, but this requirement does not apply to providers of digital
wireless services until 2002. Finally, wireless handsets capable of receiving
analog signals must be able to complete 911 calls using the strongest analog
signal available to the caller, even if the caller does not subscribe to the
carrier providing the strongest signal. State actions incompatible with the FCC
rules are subject to preemption by the FCC.

On August 8, 1996, the FCC released its order implementing the
interconnection provisions of the Telecommunications Act. Although many of the
provisions of this order were struck down by the U.S. Court of Appeals for the
Eighth Circuit, on January 25, 1999, the U.S. Supreme Court reversed the Eighth
Circuit and upheld the FCC in all respects material to our operations. On June
10, 1999, the Eighth Circuit issued an order requesting briefs on certain issues
it did not address in its earlier order, including the pricing regime for
interconnection. While appeals have been pending, the rationale of the FCC's
order has been adopted by many states' public utility commissions, with the
result that the charges that cellular and PCS operators pay to interconnect
their traffic to the public switched telephone network have declined
significantly from pre-1996 levels. In July 2000, the Eighth Circuit rejected
certain aspects
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of the FCC's pricing methodology, but stayed its order pending appeal by
affected parties to the U.S. Supreme Court. The U.S. Supreme Court has agreed to
review this case.

120



Edgar Filing: AT&T CORP - Form S-4/A

In its implementation of the Telecommunications Act, the FCC established
federal universal service requirements that affect commercial mobile radio
service operators. Under the FCC's rules, commercial mobile radio service
providers are potentially eligible to receive universal service subsidies for
the first time; however, they are also required to contribute to the federal
universal service fund and can be required to contribute to state universal
funds. Many states are moving forward to develop state universal service fund
programs. A number of these state funds require contributions, varying greatly
from state to state, from commercial mobile radio service providers. The FCC's
universal service order was modified on appeal in the U.S. Court of Appeals for
the Fifth Circuit. The court's ruling has had the effect of reducing commercial
mobile radio service provider support payments required for the federal
universal service programs. The U.S. Supreme Court has agreed to address the
constitutionality of the FCC's universal service order, in particular as it
affects the amount of funds to which telephone companies are entitled to help
defray the costs of providing basic telephone service. The Court's determination
may also affect the FCC's interconnection pricing methodology.

On August 1, 1996, the FCC released a report and order expanding the
flexibility of cellular, PCS and other commercial mobile radio service providers
to provide fixed as well as mobile services. These fixed services include, but
need not be limited to, wireless local loop services, for example, to apartment
and office buildings, and wireless backup services to private branch exchange or
switchboards and local area networks, to be used in the event of interruptions
due to weather or other emergencies. If the fixed services are provided as an
ancillary service to a carrier's mobility services, the FCC has decided that
such fixed services should be regulated as commercial mobile radio services. The
FCC declined to render a prospective ruling on how fixed services provided on a
co-primary basis with mobility services should be regulated or if they should be
subjected to universal service obligations. Rather, it has announced its
intention to decide such matters on a case-by-case basis depending on the
characteristics of a provider's fixed service offering. The FCC has been
presented with one such case, but has not yet ruled on it. It is unclear what
effect, if any, such a ruling would have on the business of AT&T Wireless Group.

The FCC has adopted rules on telephone number portability that will enable
customers to migrate their landline and cellular telephone numbers to cellular
or PCS providers and from a cellular or PCS provider to another service
provider. On February 8, 1999, the FCC extended the deadline for compliance with
this requirement to November 24, 2002, subject to any later determination that
number portability is necessary to conserve telephone numbers. The FCC has also
adopted rules requiring cellular and PCS providers to provide certain functions
to facilitate electronic surveillance by law enforcement officials by June 30,
2000. Carriers must be able to provide additional surveillance capabilities by
September 30, 2001. AT&T Wireless Group has sought permission for a flexible
deployment schedule from the FCC. The FCC has not ruled on the request and there
can be no assurance that the FCC will grant the request. In addition, in August
2000, the U.S. Court of Appeals for the District of Columbia Circuit invalidated
some of these rules and remanded them to the FCC for further consideration.
Various other petitions are pending before the FCC seeking suspension or further
extensions of the deadlines applicable to providing surveillance capabilities.
It is not known how the FCC will revise its rules or whether it will extend
either or both of the compliance deadlines or what the scope of penalties for
failing to comply may be.

In 1997, the FCC determined that the rate integration requirement of the
Communications Act applies to the interstate, interexchange services of
commercial mobile radio service providers. Rate integration requires a carrier
to provide service between the continental U.S. and offshore U.S. states and
territories under the same rate structure applicable to service between two
points in the continental U.S. The FCC delayed implementation of the rate
integration requirements with respect to the wide area rate plans we offer
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pending further reconsideration of its rules. The FCC also delayed the
requirement to integrate commercial mobile radio service long distance rates
among commercial mobile radio service affiliates. On December 31, 1998, the FCC
reaffirmed, on reconsideration, that its interexchange rate integration rules
apply to interexchange commercial mobile radio service services. The FCC
announced it would initiate a further proceeding to determine how integration
requirements apply to typical commercial
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mobile radio service offerings, including one-rate plans. In July 2000, the U.S.
Court of Appeals for the District of Columbia Circuit reversed the FCC's holding
that the Communications Act unambiguously extends rate integration to providers
of commercial mobile services. The court remanded the matter to the FCC for
further consideration. Pending conclusion of this further proceeding, the rate
integration requirement does not apply to commercial mobile services. To the
extent that AT&T Wireless Group is required to offer services subject to the
FCC's rate integration requirements, its pricing flexibility will be reduced. We
cannot assure you that the FCC will decline to impose rate integration
requirements on AT&T Wireless Group or decline to require it to integrate its
commercial mobile radio service long distance rates across its commercial mobile
radio service affiliates.

In 1998, the FCC adopted new rules limiting the use of customer proprietary
network information by telecommunications carriers in marketing a broad range of
telecommunications and other services to their customers and the customers of
affiliated companies. The rules were struck down by the U.S. Court of Appeals
for the Tenth Circuit in 1999, and their effectiveness has been stayed pending
the court's review of a petition to the FCC for reconsideration. Even if the
rules are reinstated, AT&T Wireless Group does not anticipate that they will
result in a significant adverse impact on its financial position, results of
operation or liquidity.

State commissions have become increasingly aggressive in their efforts to
conserve numbering resources. Examples of state conservation methods include:
number pooling, number rationing and code sharing. A number of states have
petitioned the FCC for authority to adopt "technology specific" overlays that
would require wireless providers to obtain telephone numbers out of a separate
area code and may require wireless providers to change their customers'
telephone numbers. These efforts may impact wireless service providers by
imposing additional costs or limiting access to numbering resources.

The FCC has adopted detailed billing rules for landline telecommunications
service providers and applied a number of these rules to commercial mobile radio
services providers. The FCC is considering whether carriers that decide to pass
through their mandatory universal service contributions to their customers
should be required to provide a full explanation of the program, and whether to
ensure that the carriers that pass through their contribution do not recover
amounts greater than their mandatory contributions from their customers.
Adoption of some of the FCC's proposals could increase the complexity of our
billing processes and restrict our ability to bill customers for services in the
most commercially advantageous way.

The FCC has adopted an order that determines the obligations of
telecommunications carriers to make their services accessible to individuals
with disabilities. The order requires telecommunications services providers to
offer equipment and services that are accessible to and useable by persons with
disabilities. While the rules exempt telecommunications carriers from meeting
general disability access requirements if such results are not readily
achievable, it is not clear how liberally the FCC will construe this exemption.
Accordingly, the rules could require us to make material changes to our network,
product line, or services at our expense.
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In June 1999, the FCC initiated an administrative rulemaking proceeding to
help facilitate the offering of calling party pays as an optional wireless
service. Under the calling party pays service, the party placing the call to a
wireless customer pays the wireless airtime charges. Most wireless customers in
the United States now pay both to place calls and to receive them. Adoption of a
calling party pays system on a widespread basis could make commercial mobile
radio service providers more competitive with traditional landline
telecommunications providers for the provision of regular telephone service.

The FCC has adopted rules specifying standards and the methods to be used
in evaluating radiofrequency emissions from radio equipment, including network
equipment and handsets used in connection with commercial mobile radio service.
These rules were upheld on appeal by the U.S. Court of Appeals for the Second
Circuit. The U.S. Supreme Court declined to review the Second Circuit's ruling.
AT&T Wireless Group's network facilities and the handsets it sells to customers
comply with these standards.
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Media reports have suggested that some radio frequency emissions from
wireless handsets may be linked to health concerns, including the incidence of
cancer. Although some studies have suggested that radio frequency emissions may
cause certain biological effects, all of the expert reviews conducted to date
have concluded that the evidence does not support a finding of adverse health
effects but that further research is appropriate. Earlier this year, CTIA
entered into a Cooperative Research and Development Agreement to sponsor such
research.

Studies have shown that some hand-held digital telephones may interfere
with some medical devices, including hearing aids and pacemakers. The FDA has
recently issued guidelines for the use of wireless phones by pacemaker wearers.
Additional studies are underway to evaluate and improve the compatibility of
hearing aids and digital wireless phones.

State and local regulation

State and local governments are preempted from regulating either market
entry by, or the rates of, wireless operators. However, state governments can
regulate other terms and conditions of wireless service and several states have
imposed, or have proposed legislation that will impose, various consumer
protection regulations on the wireless industry. As noted above, states also may
impose their own universal service support regimes on wireless and other
telecommunications carriers, similar to the requirements that have been
established by the FCC and have been delegated certain authority by the FCC in
the area of number allocation and administration. At the local level, wireless
facilities typically are subject to zoning and land use regulation. However,
under the federal Telecommunications Act, neither local nor state governments
may categorically prohibit the construction of wireless facilities in any
community or unreasonably discriminate against a carrier. Numerous state and
local jurisdictions have considered imposing conditions on a driver's use of
wireless technology while operating a motor vehicle, and a few have actually
done so.

LEGAL PROCEEDINGS

Several lawsuits have been filed asserting claims that AT&T Wireless Group
collected charges for local government taxes from customers that were not
properly subject to those charges. AT&T Wireless Group has entered into a
settlement of one of these cases, although the settlement has been challenged on
appeal. AT&T Wireless Group has asserted in those cases that any recovery should
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come from the municipalities to which the taxes were paid.

Several class action lawsuits have been filed in which claims have been
asserted that AT&T Wireless Group did not have sufficient network capacity to
support the influx of new subscribers who signed up for AT&T Digital One Rate
service beginning in May 1998 and therefore has failed to provide service of a
quality allegedly promised to subscribers. The plaintiffs in these cases have
not asserted specific claims for damages, with the exception of one case filed
in Texas in which the named plaintiffs have asserted claims for compensatory and
punitive damages totaling $100 million.

Several other class action or representative lawsuits have been filed
against AT&T Wireless Group that allege, depending on the case, breach of
contract, misrepresentation or unfair practice claims relating to AT&T Wireless
Group's billing practices (including rounding up of partial minutes of use to
full minute increments and billing send to end), coverage, dropped calls, price
fixing and/or mistaken bills. Although the plaintiffs in these cases have not
specified alleged damages, the damages in two of the cases are alleged to exceed
$100 million. One of these two cases was dismissed and the dismissal was
affirmed in part on appeal. Settlement negotiations are ongoing in both cases.

AT&T Wireless Group is involved in litigation in which the Cellular One
Group claims that use of the name "AT&T Digital One Rate" infringes a
trademarked name, "DIGITALONE" for which the Cellular One Group has obtained
trademark registration. The Cellular One Group has not specified amounts of
claimed damages.

AT&T Wireless Group is involved in a patent infringement action against GTE
in the U.S. District Court in Seattle, Washington. GTE claims that the Nokia
phones manufactured for AT&T Wireless
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Group infringe a GTE patent for over-the-air activation and over-the-air
programming. AT&T Wireless Group 1is seeking a declaratory judgment that its use
of over-the-air activation does not infringe GTE's patent. GTE has not specified
amounts of claimed damages.

AT&T Wireless Group is involved in an international arbitration proceeding
concerning interests in a Malaysian telecommunications joint venture, Maxis
Communications Bhd, a former MediaOne business acquired by AT&T and sold to AT&T
Wireless Group in the fourth quarter of 2000. In the arbitration, a group of
Malaysian shareholders claim that MediaOne breached fiduciary duties and
contractual obligations owed to the joint venture. The arbitration claim asserts
damages of $400 million. AT&T Wireless Group, or if the split-off is completed
AT&T Wireless Services, will assume a portion of the liabilities, if any,
relating to this action, subject to certain adjustments. In March 2001, AT&T
Wireless Group entered into an agreement with other shareholders of Maxis
Communications Bhd who are the claimants in this arbitration, for the sale of
AT&T Wireless Group's entire interest in that entity and the resolution of the
claims asserted in the arbitration proceeding. The parties agreed to suspend the
arbitration proceeding pending closing of this transaction, and expect to
terminate the arbitration proceeding when the sale has been completed.

Stockholders of a former competitor of AT&T Wireless Group air-to-ground
business are plaintiffs in a lawsuit filed in 1993, alleging that AT&T Wireless
Group breached a confidentiality agreement, used trade secrets to unfairly
compete, and tortiously interfered with the business and potential business of
the competitor. Plaintiffs sought damages in an unspecified amount in excess of
$3.5 billion. AT&T Wireless Group obtained partial summary judgment and then
prevailed on the remainder of the claims at a trial on the validity of a release
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of plaintiffs' claims. Final Jjudgment was entered against plaintiffs on their
claims, and plaintiffs appealed. On appeal, the Appellate Court of Illinois,
Second District, reversed and remanded the case for trial indicating that
certain issues decided by the judge needed to be resolved by a jury.

AT&T Wireless Group 1is vigorously defending each of these claims. AT&T
Wireless Group cannot predict the final outcome of these disputes.

Several lawsuits have been filed against AT&T, certain executives of AT&T
and AT&T Wireless Group and a group of investment banking firms, seeking class
certification and asserting claims under federal securities laws. The complaints
assert claims that AT&T made material misstatements concerning the company's
earnings and financial condition, while omitting other material information,
allegedly to maximize proceeds from the public offering of AT&T Wireless Group
tracking stock in April 2000 and/or to avoid paying a cash guarantee in
connection with the MediaOne acquisition. The complaints do not specify amounts
of damages claimed, although the plaintiffs are seeking to recover for declines
in stock prices of AT&T securities, including the AT&T Wireless Group tracking
stock. In connection with the split-off, AT&T Wireless Group is expected to be
allocated a portion of the liabilities, if any, arising out of these actions to
the extent relating to AT&T Wireless Group tracking stock.

AT&T Wireless Group also is a defendant in other legal actions involving
claims incidental to the normal conduct of the running of its business. AT&T
Wireless Group believes that the amounts that may be paid in these actions will
not be material to its financial position, or its results of operations or cash
flow.
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RELATIONSHIP BETWEEN AT&T COMMON STOCK GROUP
AND AT&T WIRELESS GROUP BEFORE THE SPLIT-OFF

The description of the AT&T Wireless Group capital stock committee and the
AT&T Wireless Group policy statement below is not complete and is qualified in
its entirety by reference to AT&T's by-laws and the AT&T Wireless Group policy
statement, each of which is filed as an exhibit to the registration statement of
which this document is a part. For information on how to obtain these documents,
see "Where You Can Find More Information."

AT&T WIRELESS GROUP CAPITAL STOCK COMMITTEE

The AT&T Wireless Group capital stock committee of AT&T's board of
directors oversees the interaction between the businesses of AT&T Common Stock
Group and AT&T Wireless Group. The members of the AT&T Wireless Group capital
stock committee are selected by AT&T's board of directors. AT&T's by-laws
provide that AT&T's board of directors has delegated to the AT&T Wireless Group
capital stock committee authority to:

- interpret, make determinations under and oversee the implementation of
the policies described in the Policy Statement Regarding AT&T Wireless
Group Tracking Stock Matters described under "-- AT&T Wireless Group
Policy Statement,"

— review the policies, programs and practices of AT&T relating to:

—— the business and financial relationships between AT&T or any of its
units, other than Liberty Media Group, with AT&T Wireless Group,

—— dividends in respect of, disclosures to shareholders and the public
concerning, and transactions by AT&T or any of its subsidiaries,
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other than subsidiaries included in Liberty Media Group, in shares of
AT&T Wireless Group tracking stock, and

—-— any matters arising in connection with any of the foregoing, all to
the extent the AT&T Wireless Group capital stock committee may deem
appropriate, and

— recommend changes in the policies, programs and practices that the AT&T
Wireless Group capital stock committee may deem appropriate.

The AT&T Wireless Group capital stock committee will have and may exercise
such other powers, authority and responsibilities as AT&T's board of directors
may determine from time to time.

However, as with all classes of AT&T's tracking stock, there is not a
separate board of directors for the AT&T Wireless Group tracking stock, and the
AT&T Wireless Group capital stock committee does not function as a board of
directors for the tracking stock. Under existing law, neither AT&T's board of
directors nor AT&T Wireless Group capital stock committee owes a separate
fiduciary duty to the holders of AT&T Wireless Group tracking stock separate
from the general duty that is owed to all AT&T shareholders.

Although AT&T's board of directors has no present intention to do so, it
may modify, suspend or rescind AT&T's by-laws or adopt additional by-laws, at
any time, without the approval of our shareholders, subject to fiduciary duties
of AT&T's board of directors. Pursuant to the terms of the DoCoMo investment,
before the split-off, DoCoMo has the right to appoint one member of AT&T's board
of directors, who will also be entitled to serve as a member of the AT&T
Wireless Group capital stock committee.

AT&T WIRELESS GROUP POLICY STATEMENT
General policy

AT&T's board of directors has determined that all material matters in which
holders of AT&T common stock and AT&T Wireless Group tracking stock may have
divergent interests will be generally resolved in a manner that is in the best
interests of AT&T and all of its common shareholders after giving fair
consideration to the potentially divergent interests and all other relevant
interests of the holders of the separate classes of AT&T common shares. Under
the AT&T Wireless Group policy statement, the
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relationship between AT&T Common Stock Group and AT&T Wireless Group and the
means by which the terms of any material transaction between them are determined
and governed by a process of fair dealing.

Relationship between AT&T Common Stock Group and AT&T Wireless Group

The AT&T Wireless Group policy statement provides that AT&T is to seek to
manage AT&T Common Stock Group and AT&T Wireless Group in a manner designed to
maximize the operations, unique assets and value of both groups, and with
complementary deployment of capital and facilities. The operating relationship
between the two groups includes the coordination and use of bundled offers,
network services, marketing, sales, branding, and other intellectual property
and technology. AT&T and AT&T Wireless Group use common platforms and technology
across their services where possible. In addition, there are various financial
arrangements between the two groups, including with respect to debt, other
financings and taxes.
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General. The AT&T Wireless Group policy statement provides that, except as
otherwise provided in the AT&T Wireless Group policy statement, all material
commercial transactions between AT&T Common Stock Group and AT&T Wireless Group
are to be on commercially reasonable terms taken as a whole, and are subject to
the review and approval of the AT&T Wireless Group capital stock committee.

Allocation of corporate overhead and support services. Each group has
access to the support services of the other group, including customer care and
billing platforms.

For shared corporate services that arise as a result of being part of a
combined entity, including securities filing and financial reporting services,
costs relating to these services are:

— allocated directly to the group utilizing those services, and

— if not directly allocable to a group, allocated between the groups on a
fair and reasonable basis as AT&T's board of directors determines.

For other support services, for example, billing and purchasing services,
the AT&T Wireless Group policy statement provides that the groups are to seek to
achieve enterprise efficiencies to minimize the aggregate costs incurred by the
two groups combined, although each group also will be entitled to negotiate and
procure support services on their own either from the other group or from third
parties.

Sourcing and provision of other services. Each group has exclusively
agreed to use the services that the other group offers for use in their
respective packaged, bundled, combined or integrated offerings. This would, for
example, require AT&T Wireless Group to procure long distance services for its
wireless service bundles exclusively from AT&T Common Stock Group and require
AT&T Common Stock Group to procure wireless services for its bundled offerings
exclusively from AT&T Wireless Group. The AT&T Wireless Group policy statement
further provides that each group will provide these services to the other group
at the best price offered by that group to third parties in similar situations
when taking into account all relevant factors, including the availability of
wholesale pricing, volume, peak/off-peak usage and length of commitment. The
establishment of this price should also give consideration to other factors, as
appropriate, such as avoided costs and synergies to be shared between the
groups. In addition, each group cooperates in good faith to develop offers that
reflect such other factors.

Marketing of services. The AT&T Wireless Group policy statement provides
that, as a general matter, each group is to design, develop, deploy, produce,
market, sell and service their own service offerings and choose their own sales
channels. In addition, each group is able to negotiate for the use of the sales
channels of the other group to offer their services. With respect to fixed
wireless services, however, currently it is intended that AT&T Wireless Group
will not develop, deploy, produce, market or sell:

- fixed wireless voice and data services to residences located in AT&T
Common Stock Group's currently owned and operated broadband service areas
or after acquired owned and operated broadband service areas in which
fixed wireless has not begun deployment at the time of acquisition,
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- fixed wireless voice and data services to businesses that are otherwise
connected by AT&T fiber or broadband, and

- fixed wireless voice services to residences located in broadband service
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areas served by a cable operator in which AT&T Common Stock Group
currently has or has contracted for, as of the initial issuance of AT&T
Wireless Group tracking stock, a substantial equity interest if such
operator offers AT&T branded residential telephony services within a
commercially reasonable time unless prior thereto AT&T Wireless Group has
received the approval of AT&T's board of directors. This approval will be
based on the value and likelihood, considering all terms and conditions,
of any actual or prospective AT&T branded telephony offers by that cable
operator.

Furthermore, AT&T Wireless Group 1s subject to all existing agreements and
arrangements (including reasonable amendments thereto) entered into by AT&T with
third parties.

With respect to residences located in the same marketing areas as AT&T's
broadband service areas, AT&T Wireless Group is to, to the extent practical,
conform its voice and data offers to those of AT&T Common Stock Group and AT&T
Common Stock Group will have the non-exclusive right to market AT&T Wireless
Group's fixed wireless services for which it will receive a sales agency fee.
Marketing areas may include those markets in which AT&T has significant cable
licenses and in which geographic proximity, marketing overlap or other factors
support coordinated marketing and sales activities, including development of
specific consumer and business service offers. In addition, the AT&T Wireless
Group policy statement provides that the groups will work collaboratively with
each other to understand and take into account the other's expansion,
acquisition, deployment, marketing and sales plans, with the goal of minimizing
overlaps and conflicts between the groups.

When the combined services of the two groups are bundled or offered
together and the total cost to consumers of each of those services are
separately identified on a billing statement, each of AT&T Common Stock Group
and AT&T Wireless Group controls the pricing of its respective services and
receives the associated revenues. The group that sells the service to the public
receives an appropriate fee from the other group for selling the service.

In a bundled product offering where the services of the two groups are
integrated and the total cost to consumers of each of those services are not
separately identified on a billing statement, the groups work collaboratively to
determine the nature of their arrangements and are also permitted to source the
services of the other group as described above; provided, however, that neither
group may offer a bundle of services comprised primarily of the services of the
other group without that other group's agreement.

Inter-Group Portion of Value. The AT&T Wireless Group policy statement
provides that AT&T Wireless Group will not be allocated any portion of the wvalue
of AT&T Common Stock Group.

Corporate opportunities

The AT&T Wireless Group policy statement provides that AT&T's board of
directors is to allocate any business opportunities and operations, any acquired
assets and businesses and any assumed liabilities between the two groups, in
whole or in part, as it considers to be in the best interests of AT&T and its
shareholders as a whole and as contemplated by the other provisions of the AT&T
Wireless Group policy statement. If a business opportunity or operation, an
acquired asset or business, or an assumed liability would be suitable to be
undertaken by or allocated to either group, AT&T's board of directors is to
allocate it using its business judgment or in accordance with procedures that
AT&T's board of directors adopts from time to time to ensure that decisions will
be made in the best interests of AT&T and its shareholders as a whole. Any
allocation of this type may involve the consideration of a number of factors
that AT&T's board of directors determines to be relevant, including, without

128



Edgar Filing: AT&T CORP - Form S-4/A

limitation, whether the business opportunity or operation, the acquired asset or
business, or the assumed liability is principally within the existing scope of a
group's business and whether a group is better positioned to undertake or have
allocated to it such business opportunity or operation, acquired asset or
business or assumed liability. AT&T's board of directors currently intends,
however, subject to and without limiting these provisions, and subject to
pre-existing agreements relating to international markets, to allocate future
mobile and fixed wireless opportunities to AT&T Wireless Group.
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Except under the AT&T Wireless Group policy statement and any other
policies adopted by AT&T's board of directors, which policies will be designed
to minimize conflicts between the groups, harmonize capital spending and promote
the use by each group of services of the other group, neither AT&T Wireless
Group nor AT&T Common Stock Group has any duty, responsibility or obligation to
refrain from:

— engaging in the same or similar activities or lines of business as any
member of the other group,

- doing business with any potential or actual supplier, competitor or
customer of any member of any other group, or

- engaging in, or refraining from, any other activities whatsoever relating
to any of the potential or actual suppliers or customers of any member of
the other group.

In addition, except under the AT&T Wireless Group policy statement and any
other policies adopted by AT&T's board of directors, neither AT&T Wireless Group
nor AT&T Common Stock Group has any duty, responsibility or obligation:

- to communicate or offer any business or other corporate opportunity to
any other person, including any business or other corporate opportunity
that may arise that more than one group may be financially able to
undertake, and that are, from their nature, in the line of more than one
group's business and are of practical advantage to more than one group,

- to provide financial support to another group, or any member of that
group, except as described under "-- Relationship with AT&T before the
Split-0Off -- Financing arrangements," or

— otherwise to assist any other group.

Under no circumstances are any members of AT&T Wireless Group or AT&T
Common Stock Group prevented from entering into written agreements with another
group to define or restrict any aspect of the relationship between the groups.

Dividend policy

The AT&T Wireless Group policy statement provides that, subject to the
limitations on dividends set forth in AT&T's charter, including any preferential
rights of any series of preferred stock of AT&T, and to the limitations of
applicable law, holders of shares of AT&T Wireless Group tracking stock are
entitled to receive dividends on AT&T Wireless Group tracking stock when, as and
if AT&T's board of directors authorizes and declares dividends on AT&T Wireless
Group tracking stock.

Since AT&T Wireless Group is expected to require significant capital
commitments to finance its operations and fund its future growth, the AT&T
Wireless Group policy statement provides that AT&T does not expect to pay any
dividends on shares of AT&T Wireless Group tracking stock. If and when AT&T's
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board of directors determines to pay any dividends on shares of AT&T Wireless
Group tracking stock, the AT&T Wireless Group policy statement provides that
this determination will be a business decision that AT&T's board of directors
makes from time to time based upon the results of operations, financial
condition and capital requirements of AT&T and other factors that AT&T's board
of directors considers relevant. Payment of dividends on AT&T Wireless Group
tracking stock also may be restricted by loan agreements, indentures and other
transactions that AT&T enters into from time to time.

Financial reporting

The AT&T Wireless Group policy statement provides that AT&T is to prepare
and include in its filings with the SEC financial statements of AT&T and AT&T
Wireless Group for so long as AT&T Wireless Group tracking stock is outstanding.

AT&T Wireless Group capital stock committee

AT&T's by-laws provide for the AT&T Wireless Group capital stock committee
of AT&T's board of directors.

In making determinations in connection with the policies set forth in the
AT&T Wireless Group policy statement, the members of AT&T's board of directors
and the AT&T Wireless Group capital stock
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committee act in a fiduciary capacity and in accordance with legal guidance
concerning their respective obligations under applicable law. The delegation of
responsibilities to the AT&T Wireless Group capital stock committee is subject
to changes AT&T's board of directors may determine.

Amendment and modification to the AT&T Wireless Group policy statement

AT&T's board of directors may modify, suspend or rescind the policies set
forth in the AT&T Wireless Group policy statement, including any resolution
implementing the provisions of the AT&T Wireless Group policy statement. AT&T's
board of directors may also adopt additional or other policies or make
exceptions with respect to the application of the policies described in the AT&T
Wireless Group policy statement in connection with particular facts and
circumstances, all as AT&T's board may determine, consistent with its fiduciary
duties to AT&T and all of its shareholders.

RELATIONSHIP WITH AT&T BEFORE THE SPLIT-OFF
Branding

AT&T Wireless Group is permitted, on the same discretionary basis as other
businesses that AT&T wholly owns, or substantially owns in excess of a majority
of the economic interest in, to operate under the AT&T service mark for
appropriate business activities in its capacity as a division or subsidiary of
AT&T. There are no royalty or licensing fees related to the use of branding.
AT&T's divisions' or subsidiaries' use of the brand is limited in certain
respects, including requiring compliance with AT&T's corporate brand strategy,
policies, graphics standards, advertising policies, quality control and
restrictions on certain activities relating to the brand, including a
prohibition on licensing and sublicensing without corporate approval.

Intellectual Property

Intellectual property is to be managed by the group that has managed it
historically. AT&T Common Stock Group and AT&T Wireless Group, on the same basis
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they have enjoyed historically, have the right to use the intellectual property
managed by the other group, or with respect to which either has the power to
grant these rights, for appropriate business activities. The groups also
collaborate to achieve enterprise objectives with respect to the licensing or
sale of intellectual property to third parties. The policy of the AT&T Wireless
Group capital stock committee is not to sell or license any intellectual
property that is predominantly used by AT&T Wireless Group if that sale of
license would result in a material competitive disadvantage to AT&T Wireless
Group. Any fees obtained through such sales or licensing are allocated to the
group that predominantly uses the intellectual property sold or licensed, or if
no specific intellectual property can be associated with a fee or the

intellectual property is not predominantly used by any one group, then allocated

using the same general allocation as overhead expenses.
Commercial transactions between groups

All commercial transactions between AT&T Common Stock Group and AT&T
Wireless Group are intended to be on commercially reasonable terms taken as a

whole. The groups have negotiated and developed their arrangements over time and

these arrangements have been subject to the review and approval of the AT&T
Wireless Group capital stock committee.

In the future, AT&T may reallocate assets between AT&T Common Stock Group
and AT&T Wireless Group in exchange for an increase or decrease in AT&T Common
Stock Group's retained portion of the value of AT&T Wireless Group. Any
reallocations of assets between the groups that do not result in an adjustment,
other than reallocations made under a contract for the provision of goods or
services between the groups, will be accompanied by:

— the reallocation by the transferee group to the transferor group of other
assets or consideration,

— the creation of inter-group debt owed by the transferee group to the
transferor group, or

— the reduction of inter-group debt owed by the transferor group to the
transferee group,

- in each case, in an amount having a fair market value, in the judgment of
AT&T's board of directors, equivalent to the fair market value of the
assets reallocated by the transferor group.
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Financing arrangements

Loans from AT&T or any member of AT&T Common Stock Group to any member of
AT&T Wireless Group are to be made at interest rates, fees and on other terms
and conditions designed to be substantially equivalent to the interest rates,
fees and other terms and conditions that AT&T Wireless Group would be able to
obtain from third parties, including the public markets, as a non-affiliate of
AT&T without the benefit of any guaranty by AT&T or any member of AT&T Common
Stock Group. This policy contemplates that these loans are to be made on the
basis set forth above regardless of the interest rates and other terms and
conditions on which AT&T or members of the AT&T Common Stock Group may have
acquired the funds. If, however, AT&T incurs any fees or charges in order to
keep available funds for use by AT&T Wireless Group, those fees or charges are
to be allocated to AT&T Wireless Group.

An entity within AT&T Wireless Group has issued to AT&T $3.0 billion of 9%
cumulative preferred stock that, subject to the approval of AT&T Wireless Group
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capital stock committee, is redeemable at the option of AT&T. This preferred
stock is held by AT&T on behalf of AT&T Common Stock Group. AT&T Common Stock
Group also had $2.4 billion of AT&T Wireless Group indebtedness at December 31,
2000.

Accounting matters

AT&T prepares financial statements in accordance with generally accepted
accounting principles, consistently applied, for AT&T Wireless Group, and pro
forma financial information for AT&T, as well as full consolidated financial
statements of AT&T. The financial statements and information for each of the
groups principally reflect the financial position, results of operations and
cash flows of the businesses included in those groups. Notwithstanding any
allocation of assets or liabilities for dividend purposes or the purpose of
preparing group financial statements, holders of AT&T common stock and holders
of AT&T Wireless Group tracking stock are subject to risks associated with an
investment in a single corporation and all of AT&T's businesses, assets and
liabilities.

Tax sharing agreement

AT&T Common Stock Group and AT&T Wireless Group have entered into a tax
sharing agreement dated as of May 2, 2000 that provides for tax sharing payments
between AT&T Common Stock Group and AT&T Wireless Group based on the taxes or
tax benefits of a hypothetical affiliated group consisting of AT&T Common Stock
Group and AT&T Wireless Group with respect to taxable periods ending after the
issuance of the shares of AT&T Wireless Group tracking stock. This hypothetical
group does not include Liberty Media Group. A separate tax sharing agreement
exists between AT&T Common Stock Group and Liberty Media Group under which tax
sharing payments are made between AT&T and Liberty Media Group to the extent
that the taxes of the actual affiliated group of which AT&T is the common parent
are increased or decreased as a result of the inclusion of the Liberty Media
Group in that affiliated group.

Under the tax sharing agreement between AT&T Common Stock Group and AT&T
Wireless Group, the consolidated tax liability before credits of the
hypothetical group consisting of AT&T Common Stock Group and AT&T Wireless Group
is allocated between AT&T Common Stock Group and the AT&T Wireless Group based
on each group's contribution to consolidated taxable income of the hypothetical
group. This allocation takes into account losses, deductions and other tax
attributes, such as capital losses or charitable deductions, that are utilized
by the hypothetical group even if these attributes could not be utilized on a
stand-alone basis. For purposes of the tax sharing agreement, the $3.0 billion
of 9% cumulative preferred stock issued by an entity within AT&T Wireless Group
to AT&T, and $2.4 billion of AT&T Wireless Group indebtedness as of December 31,
2000 held by AT&T Common Stock Group are treated as intercompany debt
instruments, each with an issue price equal to its face amount, for U.S.
federal, state and local income tax purposes. Accordingly, tax sharing payments
are calculated by treating coupon payments on the preferred stock and debt as
interest expense to AT&T Wireless Group and interest income to AT&T Common Stock
Group. Tax sharing payments in respect of the consolidated tax liability of the
hypothetical group, after allocation of consolidated tax credits, are made
between AT&T
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Common Stock Group and AT&T Wireless Group consistent with the allocations under
the tax sharing agreement.

In addition, under the tax sharing agreement, AT&T Wireless Group is
responsible for all tax items resulting from the attribution to AT&T Wireless
Group, or transfer to a legal entity that is a member of AT&T Wireless Group, of
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certain international wireless investments formerly owned by MediaOne as well as
any tax items resulting from the distribution of the stock of any company the
assets of which are tracked by AT&T Wireless Group tracking stock.

The tax sharing payments under the tax sharing agreement assume that the
members of AT&T Common Stock Group and AT&T Wireless Group are members of the
same affiliated, consolidated, combined or unitary group for the relevant U.S.
federal, state, local or foreign income tax purposes with respect to taxable
periods ending after the issuance of the shares of AT&T Wireless Group tracking
stock. It is possible, however, that the IRS may assert that AT&T Wireless Group
tracking stock is not stock of AT&T, in which case the members of AT&T Common
Stock Group and AT&T Wireless Group may not be members of the same U.S. federal
income tax affiliated group filing consolidated returns. AT&T believes that it
is unlikely that the IRS would prevail on that view, but no assurance can be
given in that regard. AT&T Wireless Group would be responsible under the tax
sharing agreement for any corporate-level taxes resulting from the treatment of
AT&T Wireless Group tracking stock as not stock of AT&T, and any corporate-level
taxes on the actual or deemed disposition of AT&T Wireless Group caused by the
issuance of AT&T Wireless Group tracking stock.
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DESCRIPTION OF AT&T CAPITAL STOCK

The following description of the material terms of the capital stock of
AT&T does not purport to be complete, and is qualified in its entirety by
reference to AT&T's charter. The terms of the Class A Liberty Media Group
tracking stock and the Class B Liberty Media Group tracking stock can be found
in AT&T's charter. AT&T's charter is filed as an exhibit to the registration
statement of which this document is a part. For more information on how you can
obtain AT&T's charter, see "Where You Can Find More Information." You are urged
to read AT&T's charter in its entirety.

GENERAL

AT&T's charter currently provides that AT&T is authorized to issue 16.50
billion shares of capital stock, consisting of 100 million shares of AT&T
preferred stock and 16.4 billion shares of common stock, of which 6.0 billion
are shares of AT&T common stock, 4.0 billion are shares of Class A Liberty Media
Group tracking stock, 400 million are shares of Class B Liberty Media Group
tracking stock and 6.0 billion are shares of AT&T Wireless Group tracking stock.
As of January 1, 2001, 3,760,174,834 shares of AT&T common stock, 812,511.788
shares of AT&T preferred stock issued as DoCoMo wireless tracking stock,
2,363,738,170 shares of Class A Liberty Media Group tracking stock and
206,221,288 shares of Class B Liberty Media Group tracking stock and 361,814,400
shares of AT&T Wireless Group tracking stock were issued and outstanding.

AT&T PREFERRED STOCK

AT&T preferred stock may be issued from time to time in one or more series.
All shares of AT&T preferred stock of all series will rank equally and be
identical in all respects, except that our board of directors is authorized to
fix the number of shares in each series, the designation thereof, and, subject
to the provisions of Article Third of AT&T's charter, the relative rights,
preferences and limitations of each series and the variations in those rights,
preferences and limitations as between series and specifically is authorized to
fix with respect to each series:

- the dividend rate on the shares of the series and the date or dates from

which dividends will be cumulative; the times when, the prices at which,
and all other terms and conditions upon which, shares of the series will
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be redeemable;

- the amounts that the holders of shares of the series will be entitled to
receive upon the liquidation, dissolution or winding up of AT&T, which
amounts may vary depending on whether such liquidation, dissolution or
winding up is voluntary or involuntary and, if voluntary, may vary at
different dates;

- whether or not the shares of the series will be subject to the operation
of a purchase, retirement or sinking fund and, if so, the extent to and
manner in which such purchase, retirement or sinking fund will be applied
to the purchase or redemption of the shares of the series for retirement
or for other corporate purposes and the terms and provisions relative to
the operation of the said fund or funds;

— whether or not the shares of the series will be convertible into or
exchangeable for shares of any other class or series or for any class of
common shares and, if so, the price or prices or the rate or rates of
conversion or exchange and the method, if any, of adjusting the same;

— the restrictions, if any, upon the payment of dividends or making of
other distributions on, and upon the purchase or other acquisition of,
common shares;

— the restrictions, if any, upon the creation of indebtedness, and the
restrictions, if any, upon the issue of any additional shares ranking on
a parity with or before the shares of the series in addition to the
restrictions provided for in Article Third of AT&T's charter;

- the voting powers, if any, of the shares of the series in addition to the
voting powers provided for in Article Third of AT&T's charter; and

— such other rights, preferences and limitations as will not be
inconsistent with Article Third of AT&T's charter.
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All shares of any particular series will rank equally and be identical in
all respects, except that shares of any one series issued at different times may
differ as to the date from which dividends will be cumulative.

Dividends on shares of AT&T preferred stock of each series will be
cumulative from the date or dates fixed with respect to that series, and will be
paid or declared or set apart for payment for all past dividend periods and for
the current dividend period before any dividends (other than dividends payable
in common shares) will be declared or paid or set apart for payment on common
shares. Whenever, at any time, full cumulative dividends for all past dividend
periods and for the current dividend period will have been paid or declared and
set apart for payment on all then-outstanding shares of AT&T preferred stock and
all requirements with respect to any purchase, retirement or sinking fund or
funds for all series of AT&T preferred stock will have been complied with, our
board of directors may declare dividends on the common shares and the shares of
AT&T preferred stock will not be entitled to share therein.

Upon any liquidation, dissolution or winding up of AT&T, the holders of
shares of AT&T preferred stock of that series will be entitled to receive the
amounts to which such holders are entitled as fixed with respect to that series,
including all dividends accumulated to the date of final distribution, before
any payment or distribution of assets of AT&T will be made to or set apart for
the holders of common shares, and, after these payments will have been made in
full to the holders of shares of AT&T preferred A stock, the holders of common
shares will be entitled to receive any and all assets remaining to be paid or
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distributed to shareholders and the holders of shares of AT&T preferred stock
will not be entitled to share therein. For the purposes of this paragraph, the
voluntary sale, conveyance, lease, exchange or transfer of all or substantially
all the property or assets of AT&T or a consolidation or merger of AT&T with one
or more other corporations (whether or not AT&T is the surviving corporation of
such consolidation or merger) will not be deemed to be a liquidation,
dissolution or winding up, voluntary or involuntary.

The aggregate amount that all shares of AT&T preferred stock outstanding at
any time will be entitled to receive on involuntary liquidation, dissolution or
winding up will not exceed $8 billion.

So long as any shares of AT&T preferred stock are outstanding, AT&T will
not:

— authorize shares of stock ranking prior to shares of AT&T preferred stock
or change any provision of Article Third of AT&T's charter so to affect
adversely shares of AT&T preferred stock without the affirmative vote or
consent of the holders of at least 66 2/3% of all the shares of AT&T
preferred stock at the time outstanding;

— change any of the provisions of any series of AT&T preferred stock at the
time outstanding so as to affect adversely shares of that series without
the affirmative vote or consent of the holders of at least 66 2/3% of
such series of AT&T preferred stock; or

— increase the authorized number of shares of AT&T preferred stock or
increase the authorized number of shares of any class of stock ranking on
a parity with the AT&T preferred stock without the affirmative vote or
consent of the holders of at least a majority of all the shares of AT&T
preferred stock at the time outstanding.

Whenever, at any time or times, dividends payable on shares of AT&T
preferred stock will be in default in an aggregate amount equivalent to six full
quarterly dividends on any series of AT&T preferred stock at the time
outstanding, the number of directors then constituting our board of directors
will be increased by two, and the outstanding shares of AT&T preferred stock
will, in addition to any other voting rights, have the exclusive right, voting
separately as a class and without regard to series, to elect two directors of
AT&T to fill these newly created directorships, and this right will continue
until such time as all dividends accumulated on all shares of AT&T preferred
stock to the latest dividend payment date will have been paid or declared and
set apart for payment.

No holder of shares of AT&T preferred stock of any series, irrespective of
any voting or other right of shares of that series, will have, as the holder,
any preemptive right to purchase any other shares of AT&T or any securities
convertible into or entitling the holder to purchase these other shares.
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If, in any case, the amounts payable with respect to any requirements to
retire shares of AT&T preferred stock are not paid in full in the case of all
series with respect to which these requirements exist, the number of shares to
be retired in each series will be in proportion to the respective amounts that
would be payable on account of such requirements if all amounts payable were
paid in full.

DoCoMo purchased 812,511.778 shares of DoCoMo wireless tracking stock. Each

share of DoCoMo wireless tracking stock is intended to be the economic and
voting equivalent of 500 shares of AT&T Wireless Group tracking stock, and is
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convertible at any time, into 500 shares of AT&T Wireless Group tracking stock.
DoCoMo wireless tracking stock also has some additional rights not available to
holders of AT&T Wireless Group tracking stock. See "DoCoMo Strategic

Investment —-—- New Class of AT&T Wireless Group Tracking Stock."

AT&T WIRELESS GROUP TRACKING STOCK
AT&T Wireless Group

AT&T Wireless Group tracking stock is a class of common stock of AT&T. AT&T
Wireless Group tracking stock does not represent a direct interest in the
business, assets or liabilities of AT&T Wireless Group.

We intend AT&T Wireless Group tracking stock to reflect the financial
performance and economic value of AT&T Wireless Group. "AT&T Wireless Group"
consists of, generally, the interest of AT&T or any of its subsidiaries in all
of the businesses, assets and liabilities reflected in the audited combined
financial statements of AT&T Wireless Group, as of December 31, 2000, including
any successor to AT&T Wireless Group by merger, consolidation or sale of all or
substantially all of its assets. AT&T's charter contains adjustments to the
definition of AT&T Wireless Group to reflect, among other things, related assets
and liabilities, including contingent liabilities, net income and net losses
arising after the date of such financial statements, contributions and
allocations of assets, liabilities and businesses between the groups and
acquisitions and dispositions.

"AT&T Common Stock Group" consists of, generally, the interest of AT&T or
any of its affiliates in all of the businesses in which AT&T or any of its
affiliates, including any of their predecessors or successors, 1s or has been
engaged, directly or indirectly, and the respective assets and liabilities of
AT&T or any of its affiliates, other than:

— the portion of AT&T Wireless Group intended to be reflected by the
outstanding shares of AT&T Wireless Group tracking stock or shares of
DoCoMo wireless tracking stock, and

- any businesses, assets or liabilities of Liberty Media Group.

We created Liberty Media Group at the time of the TCI merger and defined it
to consist primarily of TCI's programming assets and businesses, TCI's principal
international assets and businesses, and substantially all of TCI's non-cable
and non-programming assets and businesses other than its interest in At Home
Corporation.

AT&T Wireless Group Allocation Fraction

AT&T's charter defines the "AT&T Wireless Allocation Fraction" to represent
the portion of the financial performance and economic value of AT&T Wireless
Group intended to be reflected by AT&T Wireless Group tracking stock issued,
including the DoCoMo wireless tracking stock. At any time that all of the
portion of the financial performance and economic value of AT&T Wireless Group
is not intended to be reflected by these securities, this fraction will be used,
in effect, to allocate to the AT&T Common Stock Group the right to participate
in any dividend, distribution or liquidation payment made to holders of AT&T
Wireless Group tracking stock. This right to participate will reflect the AT&T
Common Stock Group's retained portion of the financial performance and economic
value of AT&T Wireless Group.
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Subject to the criteria we describe below, this fraction is subject to
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adjustment from time to time as our board of directors deems appropriate:

- to reflect subdivisions, by stock split or otherwise, and combinations,
by reverse stock split or otherwise, of AT&T Wireless Group tracking
stock and stock dividends payable in shares of AT&T Wireless Group
tracking stock,

- to reflect the fair market value of contributions or allocations by AT&T
of cash, property or other assets or liabilities from the AT&T Common
Stock Group to AT&T Wireless Group, or vice versa, or of cash or property
or other assets or liabilities of the AT&T Common Stock Group to, or for
the benefit of, employees of AT&T Wireless Group in connection with
employee benefit plans or arrangements of AT&T or any of its subsidiaries
or vice versa,

- to reflect the number of shares of capital stock of AT&T contributed to,
or for the benefit of, employees of AT&T Wireless Group in connection
with benefit plans or arrangements of AT&T or any of its subsidiaries,

- to reflect repurchases by AT&T of shares of AT&T Wireless Group tracking
stock for the account of AT&T Wireless Group,

- to reflect issuances of AT&T Wireless Group tracking stock for the
account of AT&T Wireless Group,

- to reflect dividends or other distributions to holders of AT&T Wireless
Group tracking stock, to the extent no payment is made to the AT&T Common
Stock Group, and

— under such other circumstances as our board of directors determines
appropriate to reflect the economic substance of any other event or
circumstance.

In addition, in determining the share that holders of AT&T Wireless Group
tracking stock will receive of any particular dividend or other distribution, we
will adjust this fraction to reflect dilution arising from shares of AT&T
Wireless Group tracking stock reserved for issuance upon conversion, exercise or
exchange of other securities that are entitled to participate in such dividend
or other distribution.

AT&T's charter provides that any such adjustment must be made in a manner
that our board of directors determines to be fair and equitable to holders of
AT&T common stock and AT&T Wireless Group tracking stock. In the event that any
assets or other property are acquired by the AT&T Common Stock Group and
allocated or contributed to AT&T Wireless Group, the consideration paid by the
AT&T Common Stock Group to acquire these assets or other property will be
presumed to be its "fair market value" as of its acquisition. Any adjustment to
AT&T Wireless Group Allocation Fraction made by our board of directors in
accordance with these principles will be at the sole discretion of our board of
directors and will be final and binding on all shareholders.

Voting Rights

Each outstanding share of AT&T Wireless Group tracking stock has one-half
of a vote per share. The voting rights of AT&T Wireless Group tracking stock
will be subject to adjustments to reflect stock splits, reverse stock splits,
stock dividends or certain stock distributions with respect to AT&T common
stock, AT&T Wireless Group tracking stock or Liberty Media Group tracking stock.
Each share of DoCoMo wireless tracking stock is entitled to the number of votes
that could be cast by the shares of AT&T Wireless Group tracking stock into
which it is convertible. Initially, each share of DoCoMo wireless tracking stock
will have 250 votes.
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Holders of AT&T common stock are entitled to one vote on all matters voted
on by shareholders. Holders of Class B Liberty Media Group tracking stock are
entitled to 0.375 of a vote per share and holders of Class A Liberty Media Group
tracking stock have 0.0375 of a vote per share on all matters voted on by
shareholders. The voting rights of AT&T common stock, Class B Liberty Media
Group tracking stock and Class A Liberty Media Group tracking stock and DoCoMo
wireless tracking stock will be subject to adjustments to reflect stock splits,
reverse stock splits, stock dividends or certain stock distributions with
respect to AT&T common stock, AT&T Wireless Group tracking stock or Liberty
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Media Group tracking stock, including any distribution of AT&T Wireless Group
tracking stock to holders of AT&T common stock.

Except as otherwise required by New York law or any special voting rights
of any class or series of AT&T preferred stock, Liberty Media Group tracking
stock or any other class of AT&T common shares, holders of shares of AT&T common
stock, AT&T Wireless Group tracking stock, DoCoMo wireless tracking stock, each
other class of common shares, if any, that is entitled to vote, Class A Liberty
Media Group tracking stock and Class B Liberty Media Group tracking stock, and
holders of shares of each other class or series of AT&T preferred stock, if any,
that is entitled to vote, will vote as one class with respect to all matters to
be voted on by shareholders of AT&T.

No separate class vote of AT&T Wireless Group tracking stock will be
required, except as required by the NYBCL.

Dividends

General. If AT&T has sufficient assets to pay a dividend under applicable
law, after excluding the available dividend amount relating to Liberty Media
Group and the preference payable to holders of DoCoMo wireless tracking stock,
dividends on AT&T Wireless Group tracking stock are limited to an available
dividend amount that is designed to be equivalent to the amount that would
legally be available for dividends on that stock if AT&T Wireless Group were a
stand-alone corporation. Dividends on AT&T common stock are limited to the
amount of legally available funds for all of AT&T less the sum of the available
dividend amount for AT&T Wireless Group tracking stock and the available
dividend amount for Liberty Media Group tracking stock. AT&T does not expect to
pay dividends on shares of AT&T Wireless Group tracking stock.

Discrimination among classes of common shares. Our charter does not
provide for mandatory dividends. If there are sufficient assets to pay a
dividend on a class of stock as described under " -- General," our board of
directors will have the sole authority and discretion to declare and pay
dividends (or to refrain from declaring or paying dividends), in equal or
unequal amounts, on AT&T common stock, AT&T Wireless Group tracking stock,
Liberty Media Group tracking stock, any other class of common shares or any two
or more of these classes. Subject to not exceeding the applicable available
dividend amount, our board of directors has this power regardless of the
relative available dividend amounts, prior dividend amounts declared,
liquidation rights or any other factor. Our board of directors has adopted a
policy with respect to Liberty Media Group tracking stock that it will
distribute to the holders of Liberty Media Group tracking stock any dividends it
receives from any entity included in Liberty Media Group.

Share Distributions

Subject to the provisions of Liberty Media Group tracking stock, AT&T may
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declare and pay a distribution consisting of shares of AT&T common stock, AT&T
Wireless Group tracking stock or any other securities of AT&T or any other
person to holders of AT&T Wireless Group tracking stock only in accordance with
the provisions described below. We refer to this type of distribution as a
"share distribution."

Distributions on AT&T common stock or AT&T Wireless Group tracking
stock. Subject to any limitations imposed by the terms of Liberty Media Group
tracking stock, AT&T may declare and pay a share distribution to holders of AT&T
common stock, AT&T Wireless Group tracking stock or any other class of common
shares consisting of any securities of AT&T, any subsidiary of AT&T, or any
other person. However, securities attributable to a group may be distributed to
holders of another group only for consideration. The limitations imposed by the
terms of the Liberty Media Group tracking stock will not survive if the
split-off of Liberty Media Corporation is completed.

Discrimination among classes of common shares. AT&T's charter does not
provide for mandatory share distributions. Subject to the restrictions described
above or that are in effect regarding Liberty Media Group tracking stock, our
board of directors will have the sole authority and discretion to declare and
pay share distributions (or to refrain from declaring or paying share
distributions), in equal or unequal amounts, on AT&T common stock, AT&T Wireless
Group tracking stock, Liberty Media Group tracking
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stock, any other class of common shares or any two or more of these classes.
Subject to not exceeding the applicable available dividend amounts, our board of
directors has this power regardless of the relative available dividend amounts,
prior share distributions amounts declared, liquidation rights or any other
factor.

Redenption

Redemption in exchange for shares of AT&T common stock at option of our
board of directors. At any time following either the occurrence of tax-related
events or May 2, 2002, our board of directors, in its sole discretion, may
redeem all outstanding shares of AT&T Wireless Group tracking stock for shares
of AT&T common stock. In this event, each share of AT&T Wireless Group tracking
stock will be redeemed in exchange for that number of shares of AT&T common
stock, calculated to the nearest 1/10,000, equal to 110% of the ratio of the
average market price per share of AT&T Wireless Group tracking stock to the
average market price per share of AT&T common stock.

In this case, the average market price per share of AT&T common stock or
AT&T Wireless Group tracking stock, as the case may be, means the average of the
daily market value per share for AT&T common stock or AT&T Wireless Group
tracking stock for the 40 consecutive trading days ending on the 15th trading
day before the date notice of the redemption is mailed to holders of AT&T
Wireless Group tracking stock.

In order to redeem AT&T Wireless Group tracking stock on the basis of a tax
event, AT&T must obtain the opinion of counsel that, as a result of an amendment
to or change, or prospective change, in a law or an interpretation of the law
that takes place after AT&T Wireless Group tracking stock is issued, there is
more than an insubstantial risk that:

- any issuance of AT&T Wireless Group tracking stock would be treated as a
sale or other taxable disposition by AT&T or any of its subsidiaries of
any of the assets, operations or relevant subsidiaries underlying AT&T
Wireless Group tracking stock,
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- the existence of AT&T Wireless Group tracking stock would subject AT&T,
its subsidiaries or its affiliates, or any of their respective successors
to the imposition of tax or other adverse tax consequences, or

— either AT&T common stock or AT&T Wireless Group tracking stock would not
be treated solely as common stock of AT&T.

Redemption in exchange for stock of qualifying subsidiaries at option of
our board of directors. AT&T's charter also provides that AT&T may, at any time,
redeem all outstanding shares of AT&T Wireless Group tracking stock in exchange
for a specified number of outstanding shares of common stock of a subsidiary of
AT&T that satisfies certain requirements under the Internal Revenue Code and
that directly or indirectly holds all of the assets and liabilities of AT&T
Wireless Group. We refer to a subsidiary that satisfies these requirements as a
"qualifying subsidiary." This type of redemption may only be made on a pro rata
basis, and must be tax free to the holders of AT&T Wireless Group tracking
stock, except with respect to any cash that holders receive in lieu of
fractional shares.

In this case, we would exchange each share of AT&T Wireless Group tracking
stock, on a pro rata basis, for an aggregate number of shares of common stock of
the qualifying subsidiary equal to the number of outstanding shares of common
stock of the qualifying subsidiary held by AT&T.

It is AT&T's intention partially to effect the split-off of AT&T Wireless
Services using this redemption power provided for in AT&T's charter authority.
As more fully described below, assuming the conditions to the split-off are met,
AT&T intends to complete a mandatory exchange of the then outstanding shares of
AT&T Wireless Group tracking stock for shares of AT&T Wireless Services, which
is expected to be a qualifying subsidiary. In the split-off, AT&T will also
distribute most of the shares of AT&T Wireless Services to holders of AT&T
common stock. AT&T has announced its intention to retain $3 billion of the
shares of AT&T Wireless Services for its own account, for sale, exchange or
monetization within six months of the split-off, subject to a satisfactory IRS
ruling.
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Redemption in connection with certain significant transactions. In the
event of a sale, transfer, assignment or other disposition by AT&T in a
transaction or series of related transactions, of all or substantially all of
the properties and assets of AT&T Wireless Group, AT&T generally is required to
take one of the following actions, which action will be selected in the sole
discretion of our board of directors:

- AT&T may redeem each outstanding share of AT&T Wireless Group tracking
stock in exchange for a number of shares of AT&T common stock (calculated
to the nearest 1/10,000) equal to 110% of the ratio of the average market
price per share of AT&T Wireless Group tracking stock to the average
market price per share of AT&T common stock. For this purpose, the
"average market price per share" of AT&T common stock or AT&T Wireless
Group tracking stock, as the case may be, means the average of the daily
market value per share for such AT&T common stock or AT&T Wireless Group
tracking stock during the ten trading-day period beginning on the 15th
trading day following completion of that transaction.

— Subject to limitations, AT&T may declare and pay a dividend in cash
and/or in securities (other than AT&T common stock) or other property to
holders of the outstanding shares of AT&T Wireless Group tracking stock
equally on a share-for-share basis in an aggregate amount equal to the
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net proceeds of the disposition allocable to AT&T Wireless Group tracking
stock.

- Subject to limitations, if the disposition involves the disposition of
all, not merely substantially all, of the properties and assets of AT&T
Wireless Group, AT&T may redeem all outstanding shares of AT&T Wireless
Group tracking stock in exchange for cash and/or securities or other
property in an aggregate amount equal to the net proceeds of such
disposition allocable to AT&T Wireless Group tracking stock.

- Subject to limitations, if the disposition involves substantially all,
but not all, of the properties and assets of AT&T Wireless Group, AT&T
may redeem a number of outstanding shares of AT&T Wireless Group tracking
stock in exchange for a redemption price equal to the net proceeds of
that disposition. The number of shares of AT&T Wireless Group tracking
stock to be redeemed would be equal to the lesser of

—— a number determined by dividing the aggregate amount allocated to the
redemption of these shares by the average market value of one share of
AT&T Wireless Group tracking stock during the ten trading-day period
beginning on the 15th trading day following the completion of that
disposition and

—— the total number of outstanding shares of AT&T Wireless Group tracking
stock.

— Subject to limitations, AT&T may take a combination of the actions
described in the preceding bullet points whereby AT&T may redeem some
shares of AT&T Wireless Group tracking stock in exchange for shares of
AT&T common stock at the exchange rate described in the first bullet
point above, and use an amount equal to a portion of the net proceeds of
the disposition allocable to AT&T Wireless Group tracking stock to either

—-— declare and pay a dividend as described in the second bullet point
above, or

—-— redeem part or all of the remaining shares of AT&T Wireless Group
tracking stock as described in the third or fourth bullet point above.

For purposes of these provisions, "substantially all of the properties and
assets" of AT&T Wireless Group as of any date means a portion of such properties
and assets that represents at least 80% of the fair value of the properties and
assets attributed to AT&T Wireless Group as of such date.

Certain exceptions. The provisions described under "-- Redemption in
connection with certain significant transactions" will not apply, and AT&T will
not be required to redeem any securities or make any dividend or other
distribution it would otherwise be required to make, in some circumstances,
including the following:

— 1f the underlying disposition is conditioned upon the affirmative vote of
a majority of holders of AT&T Wireless Group tracking stock, voting as a

separate class,
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— 1f the disposition is in connection with a liquidation of AT&T,
- if the disposition is to a person or group of which AT&T is the majority

owner and AT&T Wireless Group receives in exchange primarily equity
securities of that person or group as consideration,
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— 1in connection with a split-off or similar distribution of AT&T's entire
interest in AT&T Wireless Group to the holders of AT&T Wireless Group
tracking stock, including a distribution that is made in connection with
a mandatory redemption as described under "-- Redemption in exchange for
shares of AT&T common stock at option of our board of directors" or
"—— Redemption in exchange for stock of qualifying subsidiaries at option
of our board of directors," and

— in connection with a "related business transaction," which generally
means a disposition of all or substantially all of the assets attributed
to AT&T Wireless Group in which AT&T receives equity securities of an
entity that engages or proposes to engage primarily in one or more
businesses similar or complementary to the businesses conducted by AT&T
Wireless Group before the transaction.

General Procedures

Public announcements; notices. In the case of specified dispositions or a
redemption, AT&T will publicly announce or otherwise provide specified
information to holders of AT&T Wireless Group tracking stock.

Fractional shares. Our board of directors will not have to issue or
deliver any fractional shares to any holder of AT&T Wireless Group tracking
stock upon any redemption, dividend or other distribution under the provisions
described under "-- Redemption." Instead of issuing fractional shares, AT&T will
pay cash for the fractional share in an amount equal to the fair market value of
the fractional share, without interest.

No adjustments for dividends or other distributions. No adjustments for
dividends will be made upon the exchange of any shares of AT&T Wireless Group
tracking stock; except that, if a redemption date with respect to AT&T Wireless
Group tracking stock comes after the record date for the payment of a dividend
or other distribution to be paid on that stock but before the payment or
distribution, the registered holders of those shares at the close of business on
such record date will be entitled to receive the dividend or other distribution
on the payment date, notwithstanding the redemption of those shares or AT&T's
default in payment of the dividend or distribution.

Payment of taxes. If any person exchanging a certificate representing
shares of AT&T Wireless Group tracking stock wants us to issue a stock
certificate in a different name than the registered name on the old stock
certificate, that person must pay any transfer or other taxes required by reason
of the issuance of the stock certificate in another name or establish, to the
satisfaction of AT&T or its agent, that the tax has been paid or is not
applicable.

Liquidation Rights

In the event of a liquidation, dissolution or winding up of AT&T, whether
voluntary or involuntary, AT&T will first pay or provide for payment of debts
and other liabilities of AT&T, including the liquidation preferences of any
class or series of AT&T preferred stock. Thereafter, holders of the shares of
AT&T common stock, Liberty Media Group tracking stock, AT&T Wireless Group
tracking stock, including DoCoMo wireless tracking stock on an as converted
basis, and any other class of AT&T common shares will share in the funds of AT&T
remaining for distribution to its common shareholders in proportion to the
aggregate market capitalization of the outstanding shares of each class of
stock, as applicable, to the aggregate market capitalization of all the classes
of AT&T common stock. The holders of DoCoMo wireless tracking stock are entitled
to a $3.65 billion preference in the event of an involuntary liquidation,
dissolution or winding up of AT&T, but any amount paid in preference will reduce
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the proportionate share payable in respect of that security. AT&T will calculate
the market capitalizations based on the 20 trading-day period ending on the
trading day before the date of the public announcement of the liquidation,
dissolution or winding up of AT&T.
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None of the following, by itself, will constitute a liquidation,
dissolution or winding up of AT&T:

— the consolidation or merger of AT&T with or into any other corporation or
corporations or the sale, transfer or lease of all or substantially all
of the assets of AT&T,

- any transaction or series of related transactions that results in all of
the assets and liabilities included in AT&T Wireless Group being held by
one or more AT&T Wireless Group subsidiaries and the distribution of such
AT&T Wireless Group subsidiaries, and no other material assets or
liabilities, to the holders of the outstanding AT&T Wireless Group
tracking stock, and

- any transaction or series of related transactions that results in all of
the assets and liabilities included in the Liberty Media Group being held
by one or more Liberty Media Group subsidiaries and the distribution of
such Liberty Media Group subsidiaries, and no other material assets or
liabilities, to the holders of the outstanding Liberty Media Group
tracking stock (but this will be subject to the provisions relating to
the redemption of shares of Liberty Media Group tracking stock described
in our charter).

Determinations by Our Board of Directors

Any determinations made by our board of directors under any provision
described in AT&T's charter will be final and binding on all AT&T shareholders,
except as may otherwise be required by law. AT&T will prepare a statement of any
determination by our board of directors respecting the fair market value of any
properties, assets or securities, and will file the statement with our Corporate
Secretary.

ANTI-TAKEOVER CONSIDERATIONS

The NYBCL, AT&T's charter and by-laws contain provisions which could serve
to discourage or make more difficult a change in control of AT&T without the
support of AT&T's board of directors or without meeting various other
conditions.

Business Combinations

Under the NYBCL, a plan of merger or consolidation, a plan of share
exchange or the sale, lease, exchange or other disposition of all or
substantially all of the assets of a corporation is required to be approved in
the case of corporations like AT&T that were in existence on February 22, 1998
and that do not expressly provide in their charter for majority approval of such
transactions, by two-thirds of the votes of all outstanding shares entitled to
vote thereon. AT&T's charter does not contain a provision expressly providing
for majority approval of such transactions. At AT&T's 2001 annual meeting of
shareholders, AT&T intends to ask its shareholders to amend AT&T's charter to
reduce the vote required for those matters to a majority.

State Takeover Legislation
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Section 912 of the NYBCL prohibits any business combination (defined to
include a variety of transactions, including mergers, sales or dispositions of
assets, issuances of stock, liquidations, reclassifications and benefits from a
corporation, including loans or guarantees) with, involving or proposed by any
interested shareholder (defined generally as any person that, directly or
indirectly, beneficially owns 20% or more of the outstanding voting stock of the
corporation) for a period of five years after the date on which the interested
shareholder became an interested shareholder. After this five-year period, a
business combination between the corporation and the interested shareholder is
prohibited unless either certain "fair price" provision are complied with or the
business combination is approved by a majority of the outstanding voting stock
not beneficially owned by the interested shareholder or its affiliates and
associates. The restrictions of the NYBCL do not apply, however, to any business
combination with an interested shareholder if the business combination, or the
purchase of stock by the interested shareholder that cause that shareholder to
become an interested shareholder, was approved by the board of directors of the
corporation before the date on which the interested shareholder became an
interested shareholder.

A corporation may adopt an amendment to its by-laws, approved by the
affirmative vote of a majority of votes of the outstanding voting stock,
excluding the voting stock of interested shareholders and their affiliates and
associates, expressly electing not to be governed by Section 912 of the NYBCL.
Such
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amendment will not, however, be effective until 18 months after the shareholder
vote and will not apply to any business combination's with an interested
shareholder who was an interested shareholder on or before the effective date of
that amendment. AT&T's by-laws contain no provision electing not to be governed
by Section 912 of the NYBCL.

Shareholder Action

Under the NYBCL, any action required or permitted to be taken by a vote at
a meeting of shareholders may be taken without a meeting by written consent,
setting forth the action so taken, signed by the holders of all outstanding
shares entitled to vote thereon or, if the charter so permits, signed by holders
of outstanding shares having not less than the minimum number of votes that
would be necessary to authorize or take such action at a meeting at which all
shares entitled to vote thereon were present and voted. AT&T's charter does not
contain such a provision.

Shareholder Proposals
The AT&T by-laws require that, for business to be properly brought before
an annual meeting by a shareholder, or for shareholder nominations to be made at
an annual meeting, the shareholder must have delivered notice thereof to AT&T
(containing certain information specified in AT&T's by-laws) not less than 90
nor more than 120 days before the first anniversary of the preceding year's
annual meeting.

Meetings of Shareholders

AT&T's by-laws provide that special meetings of the shareholders may be
called at any time by the Chairman of the Board or by AT&T's board of directors.

Cumulative Voting

Under the NYBCL, the charter of a corporation may provide that in all
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elections of directors each shareholder is entitled to cumulate that
shareholder's votes. AT&T's charter does not contain such a provision.

Removal of Directors

The NYBCL provides that any or all of the directors may be removed for
cause by vote of the shareholders, and, if the charter of a corporation or the
specific provisions of a by-law adopted by the shareholders provide, directors
may be removed for cause by action of the board of directors. If the charter or
the by-laws so provide, any or all of the directors may be removed without cause
by vote of the shareholders.

Neither AT&T's charter nor AT&T's by-laws provide that directors may be
removed without cause by action of the shareholders or that directors may be
removed by our board of directors.

Vacancies

Under the NYBCL, the charter or by-laws of a corporation may provide that
newly created directorships or vacancies are to be filled by vote of the
shareholders. Unless the charter or the specific provisions of a by-law adopted
by the shareholders provide that the board of directors may fill vacancies
occurring on the board of directors by reason of the removal of directors
without cause, those vacancies may be filled only by vote of the shareholders. A
director elected to fill a vacancy, unless elected by the shareholders, will
hold office until the next meeting of shareholders at which the election of
directors is in the regular order of business and until his or her successor has
been elected and qualified.
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COMPARISON OF RIGHTS OF HOLDERS OF
AT&T COMMON STOCK AND AT&T WIRELESS GROUP TRACKING STOCK
BEFORE THE SPLIT-OFF

We summarize below the material differences between the rights of holders
of AT&T common stock and holders of AT&T Wireless Group tracking stock. We do
not intend for this summary to be a complete statement of the rights of holders
of shares of AT&T Wireless Group tracking stock or a comprehensive comparison
with the rights of the holders of shares of AT&T common stock, or a complete
description of the specific provisions referred to in this summary. For more
information on AT&T's capital stock, see "Description of AT&T Capital Stock."

This summary is qualified in its entirety by reference to AT&T's charter
and by-laws, copies of which have been filed as exhibits to the registration
statement of which this document is a part. For more information on how you can
obtain these documents, see "Where You Can Find More Information."

If you exchange your shares of AT&T common stock for shares of AT&T
Wireless Group tracking stock, unless the split-off is completed, you will
remain a common shareholder of AT&T, but you will have different rights as a
result of AT&T's corporate structure. The rights of holders of AT&T common stock
and holders of AT&T Wireless Group tracking stock are defined and governed by
AT&T's charter, AT&T's by-laws and the NYBCL.

VOTING RIGHTS

Currently, holders of AT&T common stock have one vote per share, holders of
Class B Liberty Media Group tracking stock have 0.375 of a vote per share,
holders of Class A Liberty Media Group tracking stock have 0.0375 of a vote per
share, holders of AT&T Wireless Group tracking stock have 0.5 of a vote per
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share and holders of DoCoMo wireless tracking stock have 250 votes per share.
This voting power is subject to adjustment for stock splits, stock dividends and
combinations, including any distribution of AT&T Wireless Group tracking stock
to holders of AT&T common stock. Except as otherwise required by New York law or
any special voting rights of any class or series of AT&T preferred stock,
Liberty Media Group tracking stock or any other class of AT&T common shares,
holders of shares of AT&T common stock, AT&T Wireless Group tracking stock,
DoCoMo wireless tracking stock, each other class of AT&T common shares, if any,
that is entitled to vote, Class A Liberty Media Group tracking stock and Class B
Liberty Media Group tracking stock, and holders of shares of each other class or
series of AT&T preferred stock, if any, that is entitled to vote, will vote as
one class with respect to all matters to be voted on by shareholders of AT&T. No
separate class vote of AT&T Wireless Group tracking stock will be required,
except as required by the NYBCL.

DIVIDENDS

If AT&T has sufficient assets to pay a dividend under applicable law, after
excluding the available dividend amount relating to the Liberty Media Group,
dividends on AT&T Wireless Group tracking stock are limited to an available
dividend amount that is designed to be equivalent to the amount that would
legally be available for dividends on that stock if the AT&T Wireless Group were
a stand-alone corporation. Dividends on AT&T common stock are limited to the
amount of legally available funds for all of AT&T less the sum of the available
dividend amount for AT&T Wireless Group tracking stock and the available
dividend amount for Liberty Media Group tracking stock.

If there are sufficient assets to pay a dividend on a class of stock, our
board of directors will have the sole authority and discretion to declare and
pay dividends (or to refrain from declaring or paying dividends), in equal or
unequal amounts, on AT&T common stock, AT&T Wireless Group tracking stock,
Liberty Media Group tracking stock, any other class of AT&T common shares or any
two or more of these classes. Subject to not exceeding the applicable available
dividend amount, our board of directors has this power regardless of the
relative available dividend amounts, prior dividend amounts declared,
liquidation rights or any other factor. Our board of directors has adopted a
policy with respect to Liberty Media Group tracking stock that it will
distribute to the holders of Liberty Media Group tracking stock, subject to
legal restrictions, any dividends and distributions it receives from any entity
included in Liberty Media Group.
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REDEMPTION

AT&T common stock is not subject to redemption. At any time following
either the occurrence of tax-related events or May 2, 2002 and in the event of
certain significant transactions, our board of directors, in its sole
discretion, may redeem all outstanding shares of AT&T Wireless Group tracking
stock for shares of AT&T common stock. In addition, AT&T Wireless Group tracking
stock may be mandatorily exchanged for shares of a subsidiary holding
substantially all of the assets of the AT&T Wireless Group. We expect to use
this mandatory exchange provision in connection with the proposed split-off of
AT&T Wireless Group. For more information on redemption of AT&T Wireless Group

tracking stock, see "Description of AT&T Capital Stock —-— AT&T Wireless Group
Tracking Stock —-- Redemption."
LIQUIDATION

In the event of a liquidation, dissolution or winding up of AT&T, whether
voluntary or involuntary, AT&T will first pay or provide for payment of debts
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and other liabilities of AT&T, including the liquidation preferences of any
class or series of AT&T preferred stock. Thereafter, holders of the shares of
AT&T common stock, Liberty Media Group tracking stock, AT&T Wireless Group
tracking stock and any other class of AT&T common shares will share in the funds
of AT&T remaining for distribution to its common shareholders in proportion to
the aggregate market capitalization of the outstanding shares of each class of
stock, as applicable, to the aggregate market capitalization of all the classes
of AT&T common stock. AT&T will calculate the market capitalizations based on
the 20 trading-day period ending on the trading day before the date of the
public announcement of the liquidation, dissolution or winding up of AT&T.

As of March 31, 2001, the proportional aggregate market capitalization of
all outstanding classes of AT&T common stock were as follows:

ENDING SHARE MARKET

NUMBER OF PRICE ON CAPITALIZATION

SHARES OUTSTANDING 3/31/01 ($ IN BILLIONS)
AT&T Common Stock GroUP....eeeeeeeenn.. 3,809,487,000 $21.30 $ 81.1
AT&T Wireless Group(l) «veueeeeeeeeeenn. 769,458,889 $19.18 $ 14.8
Liberty Media Group Class A......co... 2,376,656,641 $14.00 $ 33.3
Liberty Media Group Class B........... 212,045,288 $15.00 $ 3.2
Total Market Capitalization........... $132.4

These percentages will vary over time.
(1) Assumes conversion of DoCoMo wireless tracking stock into 406,255,889 shares
of AT&T Wireless Group tracking stock.

124
128

THE SPLIT-OFF

AT&T Wireless Group will continue to be a part of AT&T following completion
of this exchange offer. However, subject to a number of conditions and
circumstances that are described below, AT&T intends to split-off AT&T Wireless
Services from AT&T as an independent company.

We expect that this split-off would be accomplished through the following
steps, any or all of which may be effected simultaneously:

— Transfer all of the assets and liabilities of AT&T Wireless Group to
AT&T Wireless Services, a subsidiary of AT&T that currently holds a
substantial amount of the assets and liabilities of AT&T Wireless Group.

— Mandatorily exchange, in accordance with the terms of AT&T's charter,
all issued and outstanding shares of AT&T Wireless Group tracking stock,
including the shares of AT&T Wireless Group tracking stock issued in
this exchange offer for shares of AT&T Wireless Services common stock.

- Mandatorily convert DoCoMo's interest in AT&T into shares of AT&T
Wireless Services common stock, or in the case of the warrants, into

warrants to purchase AT&T Wireless Services common stock.

— Distribute on a pro rata basis to holders of AT&T common stock all
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shares of AT&T Wireless Services held by AT&T other than any shares
retained by AT&T. AT&T has announced its intention to retain a portion
of the equity of AT&T Wireless Services for its own account for sale,
exchange or monetization within six months of the split-off, subject to
the receipt of a satisfactory IRS ruling.

After the mandatory exchange is completed, holders of AT&T Wireless Group
tracking stock who do not hold shares of AT&T common stock will no longer be
shareholders of AT&T. In the mandatory exchange, those holders of AT&T Wireless
Group tracking stock will receive shares of common stock of AT&T Wireless
Services.

The specific terms and conditions of the split-off of AT&T Wireless
Services are expected to be governed by a separation and distribution agreement
to be entered into among AT&T and AT&T Wireless Services. The material expected
terms of the separation and distribution agreement are summarized below.

In addition, we expect that AT&T and AT&T Wireless Services will enter into
a number of other agreements in connection with the split-off. We expect these
agreements to include:

asset transfer agreement,

- brand license agreement,

- network services agreements,

- agency and referral agreement,

- employee benefits agreement,

- intellectual property agreement,

- tax sharing agreement, and

interim and other services agreements.

The material expected terms of these agreements are described below or under
"Relationship between AT&T and AT&T Wireless Services following the Split-Off".
However, we do not expect that any of these agreements, other than the asset
transfer agreement, will be entered into until immediately before the split-off,
and each of AT&T and AT&T Wireless Services reserves the right to materially
change the terms of these agreements.
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SEPARATION AND DISTRIBUTION AGREEMENT

The separation and distribution agreement will set forth the agreements
among AT&T and AT&T Wireless Services with respect to the principal corporate
transactions required to effect the split-off, and a number of other agreements
governing the relationship between AT&T Wireless Services and AT&T following the
split-off. The asset transfer agreement, which will be incorporated into, and
superseded by, the separation and distribution agreement, relates to the assets
to be transferred in connection with the separation. We expect to execute the
separation and distribution agreement and to finalize the transfers called for
under the asset transfer agreement immediately before the split-off. We only
expect to enter into the separation and distribution agreement, and to complete
the split-off, if specified conditions are met. These conditions include, among
others, receipt of a favorable ruling on the split-off from the IRS, the
satisfaction by AT&T of a number of conditions in its credit facility, including
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the repayment of AT&T Wireless Group's intercompany obligations to AT&T. In
order to facilitate the receipt of the IRS ruling, we have undertaken a
reorganization of our business structure which requires receipt of various local
franchise regulatory approvals.

Specifically, this credit agreement provides that AT&T cannot effect
specified transactions, including the distribution of AT&T Wireless Group in the
split-off, unless:

- AT&T's public debt rating for its long-term senior debt is at least BBB+
by Standard & Poor's Ratings Services and Baal by Moody's Investors
Service, Inc.;

— there are no defaults or events of default under the credit agreement;

— the preferred equity interest in AT&T Wireless Group held by, and
intercompany indebtedness owed by AT&T Wireless Group to, AT&T is repaid;
and

- required prepayments of the credit facility are made.

AT&T's current long-term debt ratings are A on CreditWatch with negative
implications by Standard and Poor's and A2 under review for possible downgrade
by Moody's.

We do not plan to seek any vote of holders of AT&T common stock or AT&T
Wireless Group tracking stock for the split-off.

While we currently intend to complete the split-off, these conditions may
not be satisfied. Even if these conditions are satisfied, other events or
circumstances, including litigation, could occur that could impact the timing or
terms of the split-off or our ability or plans to complete the split-off. As a
result of these factors, the split-off may not occur, and, if it does occur, it
may not occur on the terms or in the manner described, or in the time frame
contemplated.

The Separation
We have agreed pursuant to an asset transfer agreement and will agree
pursuant to the separation and distribution agreement to tr