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I INTRODUCTION

to PURPOSE

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

12

	

A.

	

The purpose of my testimony is to :

13

	

1) Assure the parties that I have not seen any ofthe highly confidential or proprietary

14

	

wholesale information presented in this case, and that in my position with SBC

15

	

Missouri, I do not have access to information about SBC's wholesale customers ; and to

16

17

	

2) Respond to the comments made by PSC Staff member Adam McKinnie concerning

18

	

the significance of the advertising expenditure data I presented in my Direct Testimony .

19

20

	

1 .

	

Access To Wholesale Information .

21

	

Q.

	

SOCKET TELECOM WITNESS MATT KOHLY STATES IN HIS REBUTTAL

22

	

TESTIMONY ON PAGE 8 THATSBC RETAIL MARKETING DIRECTORS

23

	

"...CAN NOW FREELY REVIEW ALL OF THE HIGHLY CONFH)ENTIAL

It
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Q.

2 Q. WHAT ISYOUR NAME AND BUSINESS ADDRESS?

3 A. My name is Sylvia Acosta Fernandez and my business address is 530 McCullough, San

4 Antonio, Texas 78215.

5

6 Q. ARE YOU THE SAME SYLVIA ACOSTA FERNANDEZ THAT PREVIOUSLY

FILED DIRECTTESTIMONY IN THIS CASE?

s A . Yes .

9
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I INFORMATION CONTAINED IN SBC'S TESTIMONY" AND THAT THEY

2 MAY "FIND THIS INFORMATION USEFUL IN FULFILLING THEIR

3 RETAIL RESPONSIBILITIES."

a IS THIS STATEMENT CORRECT?

5 A. No.

6

Q. HAVE YOU BEEN GIVEN ACCESSTO THE HIGHLY CONFIDENTIAL OR

8 PROPRIETARY WHOLESALE INFORMATION FILED IN THIS CASE BY

9 SBC MISSOURI WITNESS CRAIG UNRUH?

Io A . No.

11

12 Q. IN YOUR PRESENT POSITION AS AN SBC RETAIL MARKETING

13 DIRECTOR, DO YOU HAVE ACCESS TO INFORMATION ABOUT SBC'S

la WHOLESALE CUSTOMERS?

15 A. No.

16

17 2. The Import Of Competitor Advertising Expenditure Data .

18 Q. STAFF WITNESS ADAM MCKINNIE IN HIS REBUTTAL TESTIMONY,AT P.

19 7, STATES THAT "VERY LITTLE IF ANY FACTUAL INFORMATION

20 ABOUT THE CURRENT AMOUNT OF EFFECTIVE COMPETITION SBC IS

21 FACING CAN BE GLEANED FROM THE AMOUNT OF ADVERTISING ITS



Surrebuttal Testimony
Sylvia Acosta Femandez
Case No. TO-2005-0035

I

	

COMPETITORS ARE DOING" AND SHOULDNOTBERELIED UPON. DO

2

	

YOU AGREEWITH HIS CONCLUSION?

3

	

A.

	

No. While I agree that one cannot draw conclusions about specific line losses from

a

	

such data, that was not my intent. In my Direct Testimony, I offered my perspective as

5

	

a marketer of SBC business telecommunications services and showed that SBC

6

	

Missouri faces intense competition, which has increased year over year. I provided the

7

	

estimate of Missouri-specific advertising expenditures by SBC Missouri's competitors

8

	

to show the intensity of the competitive marketplace, not just in the major metropolitan

9

	

areas but statewide .

10

t I

	

Theseadvertising expenditures were made by a variety ofCLECsofall sizes and across

12

	

a wide group ofexchanges. It shows that competition exists across all exchanges within

13

	

the coverage area of the advertising. This type of advertising is very effective in

la

	

pointing out to SBC Missouri customers across the state that they can purchase similar

15

	

services from alternative providers that are functionally equivalent to or substitutable

16

	

for SBC Missouri's services at comparable rates, terms and conditions .

17

18

	

Q.

	

DOYOUAGREEWITH MR. MCKINNIE THAT EFFECTIVE COMPETITION

19

	

FOR BASIC EXCHANGE SERVICES ANDHIGH CAPACITY EXCHANGE

20

	

SERVICES DOES NOT EXIST?

2 1

	

A.

	

No. SBC faces a very competitive market statewide for all of its business access line

22

	

services . As 1 indicated in my direct testimony, our CLEC competitors utilize
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1

	

aggressive marketing strategies (bundling and very attractive monthly rates) and direct,

2

	

focused selling tactics such as direct mail, door to door sales and advertising.

3

	

Forexample, Time Warner has been aggressively promoting its Road Runner Business

4

	

Class Service in the Kansas City metro area where it is the dominant cable TV provider.

5

	

(Copies ofsome ofTime Warner's print ads are attached as Schedules 1 and 2) .

6

Similarly, EarthLink and Covad have been jointly marketing various business offerings

a

	

with High Speed Business DSL Service . (Copies of Direct Mailing from EarthLink and

v

	

Covad are attached as Schedule 3 .) Covad also announced on October 7, 2004, that its

10

	

business VoIP service is now available in the St. Louisand Kansas City markets. (A

11

	

copy ofCovad's news release describing this announcement is attached as Schedule 4.)

12

13

	

And I see these competitive pressures increasing . Forexample, early this month, MCI

14

	

announced that it has added high-speed cable access to its Internet Broadband portfolio

15

	

of business services, which allows it to provide high-speed broadband service to

16

	

customers in areas where DSL is not available or who have a preference for cable

17

	

access . To make this otTering, MCI has made arrangements to use the cable facilities of

I s

	

Charter, Cox and Time Warner (a copy of MCI's press release announcing this

19

	

additional offering is attached as Schedule 5) .

20

21

	

In late December last year. McLeodUSA announced that it launched a business VoIP

22

	

service, which it calls Preferred Advantage Dynamic Integrated Access Service. While
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the offering was initially made available to business customers in Denver, Dallas,

2

	

Detroit and Chicago, McLeodUSA stated that it would make the service available in 35

3

	

of its other markets by the end of the second quarter this year (a copy of McLeodUSA's

a

	

press release on this announcement is attached as Schedule 6) .

5

6

	

And AT&T has recently expanded the distribution base for its CallVantage Vole

7

	

service through retail marketing agreement with Staples, Inc. Under this agreement,

a

	

Staples is now offering AT&T CallVantage Service in its 1,200 retail stores nationwide

9

	

and targeting small business and home office workers (a copy of AT&T's press release

to

	

of this announcement is attached as Schedule 7) .

11

12

	

Q.

	

DOES THIS CONCLUDE YOUR TESTIMONY?

13 A . Yes.
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call 816-743-2477
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Find out what EarthLink' High Speed Business DSL can do for your business.

~ ' EarthLink
~- : vofves around y , } t
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EarthUnk' High Specs
Business DSL Gel
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AND INSTALLATION
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AND SECURITY

of E®rthlink" 14igh spud
Business D SL
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speed your busimss a3e'tAs-at art affordable price!

Lightning speed-more productivity!
It's a no-broiner
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find out what Earthtinic" High Speed Business DS! can do for your business.

EarthLitnk
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"?EarthLink
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41
ed your busillt*s

	

at are affordable price!
Lightning speed-more productivity!
It's a no1nointx- Fustfu access means you cars perform all your colsne
l:usburss lunrtions willi more afficiency-directly impactino your bottom
line let Enrli,l,nk High Speed Busirueu OSk talte your business to the
next keel of product,vity-and profitobi6ty

FREE installation and hardware--and morel
How

	

11

	

rl-inncs lo, FREE Installation ono hard ..-uo wl~ed of
S6:d` v. ;wn y .,,:

	

ill, t.., Eli il,link High Speed aVSInc :6 DSL lax� .:
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1411 nws;,liwnlauut, totsirOecustomer se; sir:oand support

08 stove if addresses and 25 #mail boxes with Eortidink spanallocker
OFREE unlirnitstd Eurlidink duilup rooming access

Call noel
Don't let you, tnIcrnct connoctitxt slow your business do n
Call 1-866-311-4934 today ta,d mention cork

INSTAUATI
AND

,~EarthUnk"

Fernandez-Sch .3
Page 17 of 19



Get the
SPEED, RELIABILITY,
AND SECURITY

of EarthLink" Nigh Speed
Business DSL --without the
installatioo ar liar dware costs'

EarthLink
arou7dyou

Fernandez-Sch.3
Page 18 of 19



EarthLink
Lay°(:Ives arour4l y

":J{.ci.l(<,flud Fe I:ul,luua:dd,&fcrAw4ltjn .rurr0wna$Iuicmeulteflw71dw1tbse GvJn,DaismVFnV~rn.-I. . :.A.ow+~rs All uhhr--l

foril .-k, :rc , 1315 Fe

	

Nlt..r Ste+, At.>On, GA ]0504 A..+..xl . ,,d t.r C.J Icgo ow bodcmQAs d CadGcmmx.cnl :"'s Ccmrrny D51, pwrardAcnl+srs in!-.u :n :yasn :i
Fu<J cn tl~e odJiat ¢n..n on d:o Mkt

	

H7a?vac, F.*n i. o < luavo F.y nw IOCdbm mrq eU 6~ wrenwlic f.r m I:..»+uc Qlc :a nea

	

'Aryd tarsgt dcpa+d a:
+wal'.. .i 051 sl .:od o.aFdr'o ur yow aao . Suvrgl a.c m&-c" Ho nnA.i. rnbah"t"CovW and"+.. Ch.eyo.n . . ", mrl h .,.twrorl--mdylevo.bnlm lee: aFply

Awlcoh~ Im:, lore.. ctcc (ony tbyrm& faedFeB " aid mlddend cq:ipmnN rtpj n1TJy

CO"fA'

Fernandez-Sch.3
Page 1 9 of 19



Covad - About Covad - Press Release

Covad Advertising
Covad Whitepaper Series
Covad VoIP
Online Media Kit

1/19/2005

Room
Transforming Communications
though Broadband Innovation

About Covad
News Room
TopNews
2005 News Relassas

	

Covad Gives Voice to Small Business In Charlotte,
r Archived News Releases

	

Cincinnati, Columbus, Indianapolis, Kansas City,
200" NewsReteafes

	

Milwaukee, Nashville, Pittsburgh, St. Louis, St.
Petersburg and Tampa

2003 News Releases
2002 News Releases

	

Contact:
2001 news Releases

	

Media Contact

	

Investor Relations
2000

NeonRei!!aa!M_ . --

	

Kathleen Greene

	

Mark Brandt
1999 Name Relea'a'

	

Covad Communications

	

Covad Communications
1998 NewsReMams

	

408-952-7434

	

408-434-2130
1997 News Releasa

	

kgreene~coyad.com

	

Investorrelatlons6lcovad .corn
In the News

	

Covad VaXP Truly Integrates Telephone and filgh-$peed Internet
Awards

	

service

SanJose, Calif. (October 6, 2004) - Covad Communications Group,
inc. (OTCBB: COVD), a leading national provider of Integrated voice and
data communications, today announced the availability of business-class
Covad VolP (Voice over Internet Protocol) In 11 new markets : Charlotte,
Cincinnati, Columbus, Indianapolis, Kansas City, Milwaukee, Nashville,
Pittsburgh, St. Louis, St . Petersburg and Tampa. Now launching
nationwide, Covad VOW is managed end-to-end, offering small and
medlum businesses an unparalleled suite of services and voice quality that
businesses can rely on .

Covad VoIP will be available In all 113 major metropolitan areas served by
Covad's nationwide broadband network by the end of 2004 .

'VoIP Is the most significant alternative ever to traditional phone service,
and Covad Vo1P Is a high quality, reliable communications service with
features that, until now, have not been available at affordable prices for
small businesses," said Charles Hoffman, president and chief executive
officer of Covad. `Covad VoIP offers small businesses the opportunity to
work with one provider for their voice and data needs on a national scale.'

Patrick Hurley, Director of Research at telecommunications research firm,
Telerhmre, Inc.. said : "When businesses are considering Voice over IP
services they shouldn't expect today's consumer V01P services to keep up
with their needs. However, when a provider like Covad adds Voice over TP
onto its nationwide broadband network, they can provide these business
customers a truly integrated voice and data service that offers customers
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the quality and reliability they need.'

Covad VoIP works by delivering voice Information in digital electronic
packets . This allows businesses to manage calls with a single broadband
connection .

Covad currently offers two VOIP products custom-tailored for small- to
medium-sized businesses, and for enterprises needing a virtual Private
Branch Exchange (PBX) . Covad vPBX Is designed as a full PBX alternative.
Covad PBXI Is designed to work seamlessly with existing PBX equipment.
Covad and Covad's dealer network Install the service, train users and
provide complete customer support Covad vPBX features the Covad
Dashboard, which brings an array of capabilities Into one common Web-
based user interface, Including : local and long-distance services, visual fax
and voice mail, Instant Messaging, audio and web conferenclng, call logs,
directory services, "Find me/Follow me', and other features, all managed
from one place using one phone number.

Features of Covad VOIP Include :
Nationwide coverage
Local and Long Distance telephone service
Automated provisioning capabilities
Service backed by comprehensive service level agreements (SLAB)
Covad Dashboard, an easy-to-use, award-winning Web-based user
interface for users to manage and customize their service
Call togs for Instant access to Incoming and outgoing call
Information
Find Me/Fallow Me functionality that allows the user to stay In
touch from anywhere at any time
Untried visual voice and fax mall
Voice and Web conferencing
Automated Attendant

Covad VolP can be ordered directly by calling 1-866-462-3269 . For more
Information on Covad VaIP visit Covad's webstte and schedule a free voice
assessment with a Covad consultant at :
http://www.covad .cum/volp/howtoorder/index .shtmi .

About Covad
Covad is a leading nationwide provider of Integrated voice and data
communications . The company offers DSL, Voice Over IP, T3, Web
hosting, managed security, IP and dial-up, and bundled voice and data
services directly through Covad's network and through Internet Service
Providers, value-added resellers, telecommunications carriers and affinity
groups to small and medium-sized businesses and home users . Covad
broadband services are currently available across the nation In 44 states
and 235 Metropolitan Statistical Areas (MSAS) and can be purchased by
more than 57 million homes and businesses, which represent over 50
percent of all US homes and businesses . Corporate headquarters Is
located at 110 Rio Rubles San Jose, CA 95134. Telephone : 1-888-GO-
COVAD. Web Site : www.covad .com .

Safe Harbor Statement under the Private Securities Litigation
Reform Act of 1995 :
The foregoing contains "forward-looking statements" , such as the number
of metropolitan areas where Covad VolP will be available, which are based
on management's current Information and beliefs as well as on a number
of assumptions concerning future events made by management. Readers
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are cautioned not to put undue reliance on such forward-looking
statements, which are not a guarantee of performance and are subject to
a number of uncertainties and other factors, many of which are outside
Covad's control that could cause actual results to differ materially from
such statements . These risk factors Include the Impact of Increasing
competttion, pricing pressures, consolidation In the telecommunications
Industry, uncertainty In telecommunications regulations and changes In
technologies, among other risks . For a more detailed description ofthe
risk factors that could cause such a difference, please see Covad's 10-K,

10-Q, 8-K and other filings with the Securldes and Exchange Commission.
Covad disclaims any Intention or obligation to update or revise any
forward-looking statements, whether as a result of new information,
Poture events or otherwise. This Information Is presented solely to provide
additional Information to further understand the results of Covad.

9 2005 Cover! Communications Gmun ,
Use ofthis web site is subject to the LegatflgJms a Prlvam Polity

Contact as using our Contact Covad Form .
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MCI Adds Cable to Internet Broadband Mix
Tuesday January 11, 7:01 am ET

Companies Can Utilize One Provider to Reach 90 Percent of U.S. Business Locations

ASHBURN, Va., Jan. 11 IPRNewswirefrstCallf -MCI, Inc. (Nasdaq: MCIP - News) today announced it is expanding
its Internet Broadband portfolio to include high-speed cable access, enabling MCIcustomers to reach an estimated 90
percent of all U.S. business locations with its business-class DSL and now Internet Cable Services.

With its expanded footprint, MCI customerscan supplement Digital Subscriber Line (DSL), and other forts of Internet
access such as satellite and WiF,with MCI's new Internet Cable service, which Is kiwi for reaching locations where
DSLis not available or where customers have a preference for cable access.

"With MCI's expanded broadband portfolio, businesses can turn to MCI for nationwide uniform service across access
options, without the complexity of managing multiple solutions from different providers." said Nancy Gofus, MCI senior
vice president of Product Management . "MCrs newcable service is another example of how MCI is continuing In
deliver cost-effective IP products and services that offer businesses greatervalueand simplicity.'

MCI's Internet Cable Service is targeted at businesses like retailers, service companies andother organaations with
multiple locations, requiring cost effective, 'always on" connectivity to the Intemet. Thenew cable service is also wall.
suited for teleworkers needing the same high-speed. business-grade connectivity as their office counterparts to
corporate resources and the Internet.

Leveraging its relationship with New Edge Networks, MCI Is making available asymmetric cable service from Charter,
Cox Communications and Time Warner Cable. MCI's solution gives customers speeds of 768Kpbs and greater for
information received andspeeds of 256 kbps and higher for information sent Providing a one-stop resource, MCI
backs the service with 24f7 technical service and support as well as consolidated biting .

With reliable, high-speed remote access to corporate resources, company employees in local offices and retail
locations can now quickly access company information . process transactions and share files with associates around
the globe.

For customers wanting to enhance their Internet DSL and cable security, MCI offers IP VPN Broadband, amanaged
solution that encrypts the traffic between remote locations and corporate headquarters over MCI's newest broadband
addition . Targeted to customers with retail store and small office applications, this solution is ideal for large scale
deployments and is delivered to customer sites pre-configured and ready for immediate installation, allowing remote
company locations to get online quickly and easily.

in June 2004, MCI andNew Edge Networks, a national provider of muti-site broadband networks for business and
carrier customers, announced the companies had extended their strategic relationship to deliver additional DSL
services to more MCI business customers nationwide . Through NewEdge's expanded broadband reach called
"Bigfoot" MCI now offers and supports DSL services in 300 metro areas in the U .S .

About MCI

MCI, Inc. (Nasdaq: MCIP - Now) is a leading global communications provider, delivering innovative, cost-effective,
advanced communications connectivity to businesses, governments and consumers. With the industry's most
expansive global IF backbone, based on the number of company-owned pants of presence, and wholly-owned data
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networks, MCI develops the converged communications products and services that are the foundation for commeroa
and communications in today's market For more information, go to h11R;fw%-w,lTj,com .

Source: MCI, Inc.
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FOR IMMEDIATE RELEASE

McLeodUSA Now Offering Voice Over IP (VoIP)
Integrated Access Services for Businesses

"

	

Company successfully completes customer trials Injour major markets
" Preferred Advantagem Dynamic Integrated Accessgenerally availablefor sale
"

	

Expansion to a total of35 markets planned by the endofsecond quarter 2005

CEDARRAPIDS,Iowa-December 20,2004-McLeodUSA Incorporated (Nasdaq:
MCLD), oneofthe nation's largest independent competitive telecommunications services
providers, today announced that its Preferred AdvantagemDynamic Integrated Access,
which utilizes the next generation Voice-over-Imemet Protocol (VoIP) switching
architecture, is nowgenerally available for sale to business customers in Denver, Dallas,
Detroit andChicago, with planned expansion to a total of35 markets within the
Company's25-stem footprint by the end ofsecond quarter 2005.

"McLeodUSA continues to deliver products and services to our customers that
improve business efficiencies and reduce costs while providing aworld-clan service
experience," said Chris A. Davis, Chairman andCEO ofMcLeodUSA. "In addition to
tower cost, Dynamic Integrated Access offers our business customers enhanced
features, productivity improvements, increased flexibility and control over the
administration of their communications services througha web-based control panel."

Preferred Advantage Dynamic Integrated Access uses Voice-over-Internet Protocol (VoIP)
on McLeodUSA's secure IP network to offer integrated voice and data communications
services, over one single T-I facility to customer locations. Customers receive up to 1 .544
Mbps Internet access, high quality voice service, 17 local calling features, the convenience
of an easy-to-use web-based control panel, and the ability to add or change features and
generate reports. Multi-location customers will enjoy the benefits of abbreviated dialing
and free site-to-site calling between all oftheir Dynamic Integrated Access served
locations.

"Pells Insurance chose Dynamic Integrated Access because ofthe competitive price, the
faster Internet speed and the customer service provided," said Mark Pells, President of
Pells Insurance. "As a result, we have been able to lower our telecommunications costs
and improve the operating efficiencies for our voice anddata operations ."
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"We are pleased with the performanceofMcLeodUSAand its Dynamic Integrated
Access product. By moving from dial-up to a T-1, we have experienced greater
flexibility, efficiency and scalability with our communications services," said Mike
Obert; VP/Manager, Western Steel& Boiler. "Now,we have teal-time control over our
voice and data services by using the web-based Control Panel to administer features . Our
Internet is faster, much more accessible andwe have the latest technology at our
disposal."

In addition to Denver, Dallas, Detroit andChicago, McLeodUSAwill be expanding
VoIP services for business customers to 31 newmarkets in its 25-state footprint by the
end of second quarter 2005.

For general information on Dynamic Integrated Access and other McLeodUSA
Preferred Advantage services, please contact aMcLeodUSA Customer Care
Representative at 1-800-593-1177 or visit the Company's website at
www.mcleodusa.com .

About MCLcodUSA
McLeodUSA provides integrated communications services, including local services, in
25 Midwest, Southwest, NorthwestandRocky Mountain states . TheCompany is a
facilities-based telecommunications provider with, as ofSeptember 30, 2004, 38 ATM
switches, 39 voice switches, 696 collocations, 435 DSLAMs and 2,474 employees. As of
April 16, 2002, Forstmann Little & Co. became a 58% shareholder in the Company.
Visit the Company's Web site at www.mcleodusaeom

some ofthe statements in this press release include statements about our future expectations.
Statemems that arc not historical facts am "forward-looking stasemana" forthe purpose ofthe safe
harbor provided by Section 21E ofthe Exchange Act and Section 27A ofthe Securities Act. Such
statements may include pmjectiom offineacul and operational results and goals, including revenue,
EMMA. Adjusted EWMA, profitability, savings and Cash . In some cases, you an identify these so-
called "forward-looking statements" by ouruse ofwords such as "may," "will," "should," "expect,"
.plan," "anticipate,""believe," "estimate, "predict," "project," "intend" or "potential" or the negative of
those words and other comparable words. Ttese forward-looking statements are subject to (mown as
well as unknown risks and uncertainties that may cause actual resultsto differ materially from our
expectations. Our expectations are based on various factors and assumptions and reflect only our
predictions . Factors that could cause actual results to differ materially from the forward-looking
statement include technological, regulatory, public policy or other developments in our industry,
availability and adequacy ofcapital resources, current and future economic conditions, the existence of
strategic alliances, our ability ogenerme ash, ourability to implement process and network
improvements, our ability o attract and retain customers, our ability omigrate traffic oappropriate
platforms and changes in the competitive climate in which we operate. These and other risks are
described in more detail in ourmost recent Annual Report on Fort 10-K filed with the SEC. The
Company undertakes no obligation o update publicly any forward-looking statements, whether as a
result of future events, new information or otherwise .
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Contact:

McLeodUSAIncorporated, Cedar Rapids, IA
Investor Contact: SryccE. Nemitz
Press Contact: Bruce A. Tietnana
Phone: 314-790-7800



- Staples to Offer AT&T CallVantage Service
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Staples to Offer AT&T CaliVantage Service
ThursdayJanuary 9, 9:02 am ET
New Retail Agreement Greatly Expands AT&Ts Distribution Base

-Call Logs, " to track intoning and outgoing calls ;
"Do Not Disturb,' to receive calls only when wanted ;
-Locate Me," which rings up to five phones, all at once, or
sequentially;
"Voicemail with ePeatures,- to listen to messages from any phone or PC
and forward them to anyone on the Web;
"Simple ReaehISWI Number,- which enables AT&T CallVantage Service
customers to add up to nine telephone numbers with area codes anywhere
in the country where AT&T offers residential VOID service for $" .99
each; and
"Conference Calling,' to set up meetings with up to nine additional
callers .
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BEDMINSTER. N.J ., Jan. 6 IPRNewswire/ - AT&T (NYSE: T - News) today announced that Staples, Inc. (Nasdaq:
SW -NoW is offering AT&T CallVantage(SM) Service, the company's residential Voice over Internet Protocol
(VaIP) broadband phone service in its 7 .200 stores nationwide.

Staples is selling an AT&T COINantage Service Starter Kit that includes a Unksyswireless routerwith ad integrated
analog telephone adapter, which will enable phones to work over high-speed Internet connections instead oftraditional
circuit-switched phone networks . Customers then sign up for service with AT&T directly over the Internet with
instructions found Inside the Starter Kit box .

"Small office and home office workers depend on Staples to offerthem innovative solutions to make their work fife
easier. VoIP b rapidlychanging the way people communicate and do business," said BMW &riser, Staples vice
president oftechnology. "AT&T CallVantage Service b dearly a service that will offer our customers exciting new
carmnailaakn capabilities andw*W

AT&T Ca9Vantage Service Is a nationwide service generally available to consumers wanting local area codes and
numbers in 39 amoea and Washington, D.C.

AT&T CatiVwAW Service is different that traditional phone services because, through the use of IP-based networks,
it can offer customers typical features such as call waiting, three-way calling, and call forwarding, as well as innovative
features providing unprecedented convenience, cost savings and control such as:

Two decades ago, Staples founded the office supplies superstore concept and hatched a new industry," said Cathy
Martine, AT&T senior vice president for Internet Telephony . Today, we're looking to Staples to help expand the
distribution channel for AT&T CallVantage Service. Our strategy is to make the service available to as many
consumers as possible."

AT&T also offers a "Home Wring Do-1t-Yourself Guide" that provides customers step-by-step instruction for
connecting the service to multiple hone phones to replicate the traditional home calling environment and make the
most efficient use of their existing telephone equipment
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To loam more abort AT&T CalNantage Service, consumers can visit a Staples stone or online at
hht(oj/www.stawles.com. visit AT&T at htpJlwww.CsMntaoe=mfStaoles. or call 1-868$183815, extension 70.339.

About Staples

Staples, Inc . irroented the office superstore concept In 1986 and today is the wodd's largest office products retailer.
VYdh 60,000 talented associates, the company is committed to making it easy to buy a wide range of office products,
including supplies, technology, furniture, and business services. With 2003 sales of $13 billion, Staples serves
consumers and businesses ranging from tome-based businesses to Fortune 500 companies in 19 countries
throughout North America . Europe and Asia . Headquartered outside of Boston. Staples operates approximately 1,600
office superstores and also serves its customers through mail order catalog, eco mnerce and contract businesses .
More information about the company is available at httpJ/www staples.com .

Abort AT&T

For more than 125 years, AT&T (NYSE : i - NOW has been known for unparalleled quality and reliability In
communications . Backed by the research and development eapabWes of AT&TLabs, the company is a global leader
in local, long distance, Internet and transactlonbased voice and data services .

AT&T'Safe Harbor

The foregoing contain'forward-looking statements' which are based on management's beliefs as well as an a number
of assumptions concerning future events made by and infomstion currently available b management. Readers are
cautioned not to put undue reliance on such forward-looking statements . which are not a guarantee of performance
and are subject to a number of uncertainties and otherfactm, many of which are outside AT&T's control, dot could
cause actual results to differ matefaty from suchstaff. For a more detailed description of the factorsthat couid
cause such a difference. please we AT&Ts filings with the Securities and Exchange Commission . AT&T disdalms
any Intention or cbIlgaUon to update or revise any forward-looking statements, whether as a resultof new information,
future events orotherwise .
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