Advisory Shareholder Vote on Compensation Committee Reports

The Association of Ameritech/SBC Retirees Inc., P.O. Box 7477, Buffalo Grove, IL 60089, owner of 80 shares of the Company’s common stock, and TelCo Retirees Association Inc. Box 600067-0067, San Diego CA 92160, owner of 171 shares of the Company’s common stock, hereby resubmit the following shareholder resolution for inclusion in the Company’s proxy statement for the 2008 Annual Meeting.
PROPOSAL
RESOLVED, the shareholders of AT&T hereby request that the Board include, as a voting item printed in the proxy statement for each annual meeting of stockholders, an advisory resolution proposing that stockholders approve or disapprove the compensation of the named executive officers as set forth in the proxy statement’s Summary Compensation Table (the “SCT”) and the accompanying narrative disclosure of material factors provided to understand the SCT. The board’s proposal shall make clear that the vote is advisory and will not abrogate any employment agreement.

SUPPORTING STATEMENT
We believe current rules governing senior executive compensation do not give shareholders sufficient influence over pay practices – nor do they give the Board adequate feedback from the owners of the company.  

The advisory vote proposed here is similar to the shareholder vote required in other countries, including the U.K., Australia and the Netherlands (which requires a binding shareholder vote). 

AT&T’s Board has been criticized for excessive CEO pay relative to performance.  A study by The Corporate Library (“Pay for Failure: The Compensation Committees Responsible,” March 31, 2006) singled out AT&T as one of eleven large U.S. companies “where the disconnect between pay and performance is particularly stark.”  
The study notes that over the five fiscal years through 2005, then-CEO Edward Whitacre received $85.2 million in compensation, while total shareholder return was negative 40.3%. The study stated that 100% LTIP payouts to Whitacre when “shareholder wealth has been diminished by a third over the period goes against common sense.” 

In our opinion, AT&T’s executive pension and severance agreements stand out as unjustifiably costly. 
Whitacre received a $158.4 million pension package when he retired last June, the highest pension benefit for any U.S. chief executive, according to Pensions & Investments (“Pension Goldmine Awaits AT&T, Occidental CEOs,” April 2, 2007).  This included $83.3 million in Senior Executive Retirement Plan (SERP) accumulations.
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Whitacre’s pension package was more than 25 times greater than the median combined pension and deferred compensation package of 485 public companies analyzed last year by the Corporate Library.

In case this platinum pension wasn’t enough, Whitacre’s golden parachute (“change in control severance payments”) would have included $23.2 million in lump sum severance, $20.1 million in tax reimbursements, and $67.6 million in accelerated performance share vesting “whether or not the executive’s employment is terminated” (2007 proxy statement).  
The Board also targeted Whitacre’s base salary, target bonus and long-term equity at the 75th percentile of the market.  According to Institutional Shareholder Services, “such practice has the Lake Wobegon effect of ratcheting CEO compensation since CEOs are like the children of Lake Wobegon, all of them are above average.”

The board did not limit its generosity to Whitacre.  After just 5 years at AT&T, former CEO David Dorman left with a yearly pension of $2.1 million and his own $25 million parachute.  Compare this to the freezing of the AT&T’s rank-and-file pension plan. 
AT&T’s new CEO, Randall Stephenson, continues the trend.  His change in control severance package would be in excess of $16.5 million.
Please vote FOR this proposal.
