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SB Corporate Overview

Leading data, voice and Internet services providers
— full range of voice, data networking and e-business services
— directory advertising and publishing
Fortune 50 company
Nation’s leading provider of high-speed DSL Internet access
55 million access lines nationwide

Joint ownership (60%) of America’s second largest wireless
company
— Cingular Wireless — which now serves more than 23 million
wireless customers

SBC Long Distance provides long-distance services to more
than 11.5 million access lines in 13 states

Named World’s Most Admired Telecommunications
Company by Fortune Magazine for 6 consecutive years
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SBC Corporate Overview

2002 operating revenues
$43.1 Billion
2002 Net Income
$5.7 Billion

Earnings Per Share
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The SBC network has a portfolio of high-
speed data transport capabilities,
including 7.6 million miles of fiber

strands, nearly 10,000 SONET rings,
950 frame relay nodes, more than 300

ATM-switching elements, thousands of
routers and hundreds of remote access

SErvers.



ROAELL Strategy & Portfolio Planning Group
i CORPORATE REAL ESTATE

SBC Corporate Overview

Nearly one half of the Fortune 500 are headquartered
in states served by SBC companies.

The SBC portfolio of international investments,
encompassing companies with operations in 26
countries, includes major full-service providers as
well as leading wireless operators
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Since the enactment of the Telecommunications
Act in February 1996, SBC Communications
has completed several acquisitions to
establish itself as a national provider with
168,000 employees

— Ameritech (1999)

— Southern New England
Telecommunications (SNET, 1998)

— Pacific Telesis Group (1997)
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SBC Corporate Overview

SBC affiliates provide wireline service to customers in 13 states -
covering about one-third of the U.S. population.
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RE Organization

Organizational Structure

Functional Teams

Strategic Planning

Transactions

Design & Construction (including Tactical Planning)
Property Management

Environmental, Safety and Health

Cross functional regional teams

Portfolio Rationalization Teams are responsible for

planning, analyzing and implementing various portfolio
reduction strategies to further reduce SBC’s real estate costs and
climinate surplus properties.

They coordinate the implementation of disposition initiatives
at the regional level and serve as cross-functional team leads for
disposition, financing, exchange and other portfolio initiatives.
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Group President
Operations

CRE Organization

—

Executive Vice President
Standardization

Vice President Director Director ISD;‘Z;:;O&:
Corporate Real Estate Property Safety Environmental
Management (5) Operations (1) Mgmt (1)
Senior Vice President
Corporate Real Estate
Vice President Director ) Director .
Corporate Real Estate Strategic Dll’e{:tor Planning, De_5|gn
Portfolio Transactions (3) & Construction
Planning (1) (4)
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Reional CRE Offices

Dallas, TX — CRE Headquarters
San Ramon, CA
Chicago, IL
St Louis, MO
New Haven, CT

e 10
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Director - Strategic & Portfolio Planning

SPP Area Managers (5)

S PP Mgrs - Portfolio Planning (8)

Senior Account Executive (1)

Associate Director - Staff (1)

Finance Manager (1)

e Associate Director - Planning (1)

Magrs - Portfolio Planning (2)

p— 11
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To match the
growing demand for
telecommunications

services during the
1990’s,

SBC increased
the size and scope
of the
real estate portfolio
through a series of
mergers and
acquisitions.

The economic
downturn at the end
of the decade
resulted in a loss of
revenue and created
pressure to reduce
costs and enhance
efficiency
throughout the
corporation.

Real Estate was no
exception.

12
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The real estate planning
group in each of the
companies acquired

through a merger,
utilized unique
processes and
methodologies for
strategy development.

This lack of standardized
planning procedures
resulted in inconsistent
and uncoordinated

k/\
strategies across the é\L g
regions. g
e

pa— 13
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CRE initiated a three-part approach to overcome disparate
regional and business unit planning

First

CRE performed portfolio-wide analysis, incorporating business unit, regional
and metropolitan perspectives to identify portfolio optimization
opportunities

Second

The Metro Plan Process introduced consistent analytical criteria in the
determination of an optimum portfolio strategy

Third

The Client Portfolio Planning Process was introduced to review portfolio plan
recommendations with the business units to ensure continuous alignment
with business needs

p— 14
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Step One
Issue

Uncoordinated and disparate regional and portfolio
planning provides a fragmented view of the portfolio
and hinders identification and implementation of
optimization opportunities.

Solution

CRE performs portfolio-wide analysis, incorporating
business unit, regional and metropolitan perspectives
to 1dentify portfolio optimization opportunities

—— 15
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Issue

Portfolio planning does not apply uniform
analysis in strategy development

Solution

The Metro Plan Process incorporates rigid
financial and business needs analytical criteria
in the determination of an optimum portfolio
strategy

e 16
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Metro Plans

Key Elements

— Baseline Identification
— Portfolio Profile

— Recommendation Financial Analysis
(FMO/PMO)

— Capital/Expense Budget Requirements
— Timeline (Spider Diagram)

p— 17



Strategy & Portfolio Planning Group

CORPORATE

Metro Plan Spider Diagram

REAL ESTATE

|Ma|cr | | 2003 | | 2004 | | 2005 | | 2006 | | 2007
Occupants Year 1 Year 2 Year 3 Year 4 Year 5
[Scenario 2 -REGULATORY RELIEF
Busines Svc-Ops 210 1200 Corporate Center Consolidate TERMINATE
ASI 15 Leased 414 HC Naturel Expir'n
AnnualRent/OpEx $ 537,542 152,079 SF
Network Svcs 800| 177 Colorado Up Periscope |
Consumer M kts. 320 Owned 1586 HC Project
Collections 185 352,621 SF |
Vacant 9410 Topanga Canyon Exp. 12/31/2005 Consolidate TERMINATE
Leased 0 H Naturel Expir'n
Annual Op/Ex $ 126,300 6,240 SF
ASI 25| 7640 Tampa | l l
Owned 24 HC
Annual Op/Ex § 33,020 14,667 SF |
Service Oprn's 17 2275 Florencita Consolidate &
Owned xxx HC TERMINTE
AnnualRent/OpEx $ 168,240 xxx SF Buyout
Service Oprn's wol 2515 Oceanview Exo, 4/15/05 Prep for |
Network Oprn's 7 Leased 17 HC Oceanview
AnnualRent/OpEx $ 79,377 3,746 HC |
ASI 45 2555 Colorado Exp.3/31/05 Consolidate &
Leased 46 HC TERMINTE
AnnualRent/OpEx $§ 219,526 10,282 SF Buyout
ASI 5| 210 G arfield Exp. 12/6/08 | l
SBC Datacom 10 Owned 59 HC
AnnualRent/OpEx $ 149,766 19,750 S F |
CFL 24| T9700 Vermont Exp. 1/31705 ] [Consomdate |> TERMINATE
Leased 24 HC Naturel Expir'n
AnnualRent/OpEx $ 868,889 60093 SF | |
Business M kt'g 236| 21241/21241 W estern | IRestack I
Consumer M kt'g 205 Owned 444 HC 21241 into
Annual Op/Ex $ 405,975 96,259 SF | |21251 I
CFL 3 T121 Mission Exp.3/31/05 | [Consomidate TERMINATE
Leased 3 HC Naturel Expir'n
AnnualRent/OpEx $ 144,306 16,500 S F | I
Construction & Eng 180 100 Alondra FOC | |Prepare for |
Service Opr'ns 165 Owned 414 HC Pole Climbing
Business Svc. Oprn’'s 60 Annual OpEx $ 313m 560 152,079 SF | | |
ASI 36 2154 Torrance B I Consolidate DISPOSE
Owned 36 HC Sell
Annual OpEx $ 48, 145 18867 SF |
Service Oprn's 5o| 795 Douglas | J.
Owned 50 HC
Annual OpEx $ 64,319 20,601 SF |
Adm in
ASI 198| 1600 Corporate Center Exp. 10/31/06 | Consolidate &
Leased 199 HC TERMINATE
AnnualRent/OpEx $ 935,184 47,787 SF | Natr'l Ex
Network Sves 500| 177 Colorado |
Consumer M kts. 320 Owned 1586 HC
Collections 185 Annual Op/Ex § 2,199,278 352,621 SF |
CFL 12 959 W alnut Exp. 12/31/04 | nsolidate &
Leased 20 HC RMINATE
AnnualRent/OpEx $ 562,844 26,64 |

18
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Step Three

Issue

Portfolio planning does not ensure long-term
alignment with the business units

Solution

CRE uses the Client Portfolio Planning Process
to review portfolio plan recommendations with
the business units to ensure continuous
alignment with business needs

p— 19
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Client Portfolio Plans

Key Elements

— Portfolio Summaries

— Business Unit Initiatives

— CRE Initiatives

— Budget Summaries

— Property Management Concerns
— Metro Plans

— Client Interviews

— 20
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lient Portfolio Plan

REAL

BUnit Strategies & Initiatives -

force information,
developments

CRE Strategies &

Initiatives -
Current year pjts,
Multi-year pjts,
future pjts

Portfolio_S )
- BUnit specific: SF,
locations, headcount,

facility types, L v O

Client Interviews

Budget Summaries -
CRE current year,
regional CRE, CRE

initiatives, BUnit
initiatives, D&C Cap/
Exp program, CRE
following year view

Property Mgmt -

operating costs,
security, specific

BUnit issues/
concerns,
infrastructure

maintenance, etc
e e e e

Metro Plans

s

National Accounts
Sr Mgmt

-

National CPP

ESTATE

. BU President, BUnit CPP
Who is
. — VP, GM,
audience? h
Dir
Regional
President
Regional CPP

Feedback

.

Internal
Distribution

A
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Annual Schedule

| | | | 13t Quarter i Clusrier P Cuaner ith Cugrter
o hates Task Mame Duraticn Start Finizh Riesource Memes dan | Reo | Mar | A f May | Jun | O] Awg ] Sep | Ot | Now
1 Abbrav. CPP Budgat Infarmation 22 days Wed 0111503 Thu 02113103 Denise Mekinnay

K Abbrev. CPP CPP Praparation 10 days Mon 01200030 Fri 01/31/03 SPP Area Mgr

3 Abbrav. CPP Abbrevialed Regional CPP Prasentations 23 days Mon 0217103 Wed 0319/03 Manning &t al

i WP Evaluate and selact melro areals) for matra plans 3 days) Mon 02017003 Mon 03131103 |5PP |

5 Abbrav. CPP Fallow-Lp - ssue Minules, Completa Action llams 23 days Thu 0227103 Mon D3/31/03 SPP Area Mgr -

] Matwork CPP |CPP Praparalion 10 days Wed 0312102 Tue 032503 SPP Area Mgr .—

7 Matwork CPP |Matwork CPP Preseniations 20 days  Mon 04114/03)  Fri 05/09/03 Manning,at al h

8 MP Busingss Unit Meetings 22 days)  Tus 04/01/03)  Wed 04/30003 |5PP @:‘

8 MP Tactical | D & CJ Praperty Mamt Meelings 22 days)  Tus 04/01/03)  Wed 04/30003 |3PP

10 Matwork CPP Follow-Up - 1ssue Minutas, Completa Action ltems 23 days Wed 0423003 Fni 05/23/03 SPP Area Mgr

" MP Finalize Matro Plan 15 days] Thu 0501/03]  Wed 06/21/03 |3PP

12 MP Raview linancials [ budget impact with SPP Finarce T days| Thu 05/22/03 Fri 05/30/03 \Dean Paterson D
13 WP Matro Plan Prasentations 21 days) Mon 060203 Man 06/30/03 |5PP

14 MP |BU Presentations [ LOC Praparation 23 days| Tus O7/01/03|  Thu 07131103 |3PP

15 | Complate CPP Budgat Information A0 days  Fri07TM803  Thu DB/28/03 Denise MckKinnay

16 | Complate CPP Ragional Portfolio Summary Graphs 10days  Fri081503  Thu 0B/28/03 Nancy Camden

17 ] Complate CPP CPP Praparalion 23 days Mon 0R1803)  Wed 08/17/03 3PP Arca Mgr

16 | Complate CPP Regional CPP Prasentations 23 days Wed 101503 Fri 11/14/03 Manning,at al

18 | Complate CPP Follow-Up - 1ssue Minules, Complea Action llems 23 days Mon 1072703 Wed 11728003 SPP Area Mgr
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SBC Real Estate
5,900 143,000
+ 142,000
5,850 + 141,000
{ 140,000 &
2 5800 | { 139,000 =
S £
E + 138,000 &
S 5750 | 1 137,000 £
* S
+ 136,000 3
5,700 + + 135,000
+ 134,000
5,650 T T T T T T T T T T T T T T T T T 133,000
Jun- Jul- Aug- Sep- Oct- Now Dec- Jan- Feb- Mar- Apr- May- Jun- Jul- Aug- Sep- Oct- Now-
02 02 02 02 02 02 02 03 03 03 03 03 03 03 03 03 03 03 —=—# of Buildings
—e— Total Portfolio SF

* Includes all asset classes except CEVs, Huts
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Portfolio Headcount Breakdown by Primary Asset Class

Warehouse -
Affiliate

Data Center 0-9% Other 01%

X 0.4%
Parking

0.0%

Work Center

20.9% Administrative

‘ 51.9%

/

Central Office
23.1%

* Nov 2003
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Portfolio Space Breakdown by Primary Asset Class
Other Affiliate

Parking
2.6%

Warehouse
2.0%

Data Center

Administrative
24. 2%

]
Central Office
49.2%

* Nov 2003




Strategy & Portfolio Planning Group

CORPORATE REAL ESTATE

CRE Metrics

* Rent reduction

* Portfolio Value Realized

« Portfolio Reduction (SF)

e Primary Administrative Space Density
*  Workstation Density

»  Workstation Utilization / Vacancy

e General Contractor Conditions (% of construction expense)
* Construction Cost/SF

« Job Completion on Budget

* On-Time Job Completion

« D&C Attributable FCC Outages

* Operational Interruptions

« Client Satisfaction

p— 26
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SPP Metrics

 (lient Satisfaction

* Project Initiation

— Elapsed time between receipt of a client
request for services and the delivery of an
actionable decision

— Elapsed time between receipt of client
approval and completion of the approval
document

€ O » N W

» Preparation and presentation of Client
Portfolio Plans

* Metro Plan recommendation input into
business plan

S— 27
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: What’s Next?

* Further portfolio rationalization
— Regional cross functional team responsibilities

— Project Greenlight
. JLL, Equis, CBRE

* Further process improvements

— Project Implementation shortfall - Why? How to improve?
— Metro Plan and CPP debriefing for CRE

 CRE Annual Report

 Beyond NPV

« National Portfolio Strategy
 Corporate Portfolio Analytics & Torto Wheaton Consulting

p— 28
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Richard D. Wagner

Director, Strategic & Portfolio Planning

Michael J. Kaczmarek, MCR
Associate Director, Strategic Portfolio Planning - Staff

— 29
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