From: DOR Utility Forms

To: Roehm, Doug; Rosling, Jonathan

Subject: FW: Montana 2025 Cap Rate Comments
Date: Friday, April 4, 2025 1:20:52 PM
Attachments: 2025 Kroll - AT&T Cost of Capital - Draft.pdf
FYI

From: INGRANDO, LARA <li3311@att.com>

Sent: Friday, April 4, 2025 11:41 AM

To: DOR Utility Forms <DORUtilityForms@mt.gov>
Subject: [EXTERNAL] Montana 2025 Cap Rate Comments

Montana Department of Revenue,

We reviewed the 2025 Assessment Year Telecommunications Cap Rate Study and appreciate
the opportunity to comment on the study before itis finalized. Attached you will find a Large
Cap Telecommunications Study by Kroll. Please consider this study, along with the below
comments:

Capital Structure: Charter appears to be an outlier compared to the other guideline
companies. The average equity and debt percentage of the other three would be
approximately 62% equity and 38% debt. This aligns with the attached study which a capital
structure of 35% debt and 65% equity. We ask that this weighting be considered.

Cost of Equity: There are some discrepancies in this this area in which we appreciate any
consideration. When viewed individually, the cost of equity estimated by the CAPM Ex Ante
method (8.93%) and the 3 Stage Dividend Discount Model - Dividends (8.30%) appear low,
especially relative to the estimated cost of debt of 5.99%. These models imply a spread
between the cost of equity and cost of debt of 294 bps and 231 bps, respectively, which on the
surface appears to be low.

Of the two Dividend Discount Models, the more appropriate model to use would be the model
based on earnings growth as dividend policy can be changed depending on company needs:
thus, impacting estimated dividend growth rates. A better indicator of growth is growth in
earnings as such growth estimates from analysts’ factor in more information into the
forecasting process. It’s worth mentioning that the current WSATA manual appears to be
supportive of the position to the use of earnings growth rates.

Given the above, focusing in on the cost of equity estimates provided by the CAPM Ex Post
method (11.44%) and the 3 Stage Dividend Discount Model - Earnings (11.85%) appear to
provide better suited estimates for the cost of equity. The attached study performed by Kroll,
which utilizes additional inputs and models, estimates a cost of equity of 11.50%, which
would be supported by the DOR’s methods.
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Summary of Weighted Average Cost of Capital

Exhibit 1

Capital
Structure Pre-Float Cost Float Premium Total Cost Float (%)
Debt 35.00% 5.90% 0.03% 5.93% 0.45%
Equity 65.00% 11.50% 0.27% 11.77% 2.30%
Weighted Average Cost of Capital (pre-tax debt) 9.73%

Capital
Structure Pre-Float Cost

SAY 9.75%

Pre-Float Cost

Debt 35.00% 5.90% 5.90%
Equity 65.00% 11.50% 11.50%
Weighted Average Cost of Capital (pre-tax debt) - without Flotation Costs 9.54%

SAY 9.55%





AT&T, Inc. Exhibit 2
Communications (Large Cap)

Weighted Average Cost of Capital Study

For Ad Valorem Taxation

As of January 1, 2025

Guideline Companies

Company Name Ticker

AT&T Inc. NYSE:T

Charter Communications, Inc. NasdagGS:CHTR
Comcast Corporation NasdagGS:CMCSA
T-Mobile US, Inc. NasdagGS: TMUS

Verizon Communications Inc. NYSE:VZ
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Weighted Average Cost of Capital Study
For Ad Valorem Taxation

As of January 1, 2025

Current Capital Structure

Exhibit 3

Market Value Preferred Total Long

Company Name of Equity % Stock % Term Debt % Total Capital
AT&T Inc. $166,337 58.4% $0 0.0% $118,443 41.6% $284,780
Charter Communications, Inc. $53,011 36.5% $0  0.0% $92,134 63.5% $145,145
Comcast Corporation $152,798 61.9% $0 0.0% $94,186 38.1% $246,984
T-Mobile US, Inc. $264,884 77.9% $0  0.0% $75,348 22.1% $340,232
Verizon Communications Inc. $175,649 58.5% $0 0.0% $124,381 41.5% $300,030
Average $162,536 58.6% $0 0.0% $100,898 41.4% $263,434
Median $166,337 58.5% $0  0.0% $94,186 41.5% $284,780

2024 Estimate Utilized 60.0% 0.0% 40.0%

5 Year Average 59.0% 0.0% 41.0%

Using Est FV LTD (median) 60.0% 0.0% 40.0%

Estimated Target Equity=  65.0% Pref= 0.0% Debt = 35.0%
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As of January 1, 2025

Cost of Debt Summary

Exhibit 4

Ratings and Yields to Maturity S&P Moody's  Capital 1Q
Average 5.96% 5.80% 5.96%
Median 598%  5.80% 5.96%
Truncated Avg. nmf nmf nmf

Estimate

5.90%





AT&T, Inc. Exhibit 5
Communications (Large Cap)

Weighted Average Cost of Capital Study

For Ad Valorem Taxation

As of January 1, 2025

Cost of Debt - Ratings & YTMs

Company Name S&P Moody's Capital 1Q
AT&T Inc. BBB Baa2 BBB
Charter Communications, Inc. BB+ Ba2 BB+
Comcast Corporation A- A3 A-
T-Mobile US, Inc. BBB Baa2 BBB
Verizon Communications Inc. BBB+ Baal BBB+
Average BBB / BBB+ Baa2 BBB / BBB+
Median BBB Baa2 BBB
Average 5.96% 5.80% 5.96%
Median 5.98% 5.80% 5.96%





AT&T, Inc. Exhibit 6a
Communications (Large Cap)
Weighted Average Cost of Capital Study
For Ad Valorem Taxation
As of January 1, 2025
Cost of Debt - Mergent and S&P Bond Yields
Moody's Long-Term Corporate Bond Yield Averages
As of December 2024
2024
Public Utility Bonds Jan Feb March April May June July Aug Sept Oct Nov Dec Avg.
Aa 5.34 5.42 5.43 5.67 5.62 5.50 5.54 5.27 5.09 5.29 5.43 5.45 5.42
A 5.48 5.56 5.55 5.79 5.74 5.61 5.64 5.38 5.20 541 5.55 5.58 5.54
Baa 5.73 5.79 5.79 6.01 5.97 5.84 5.85 5.61 541 5.61 5.75 5.77 5.76
As of December 2024
2024
Industrial Bonds Jan Feb March April May June July Aug Sept Oct Nov Dec Avg.
Aaa 4.87 5.03 5.01 5.28 5.25 5.13 5.12 4.87 4.68 4.95 5.14 5.20 5.04
Aa 491 5.08 5.09 5.32 5.28 5.18 5.21 4.97 4.79 5.05 5.23 5.28 5.12
A 5.14 5.29 5.28 5.54 5.50 5.38 5.40 5.18 5.00 5.24 5.43 5.47 5.32
Baa 5.62 5.74 5.72 5.99 5.92 5.80 5.82 5.59 5.42 5.65 5.80 5.83 5.74
As of December 2024
2024
Corporate by Ratings Jan Feb March April May June July Aug Sept Oct Nov Dec Avg.
Aaa 4.87 5.03 5.01 5.28 5.25 5.13 5.12 4.87 4.68 4.95 5.14 5.20 5.04
Aa 5.13 5.25 5.26 5.50 5.45 5.35 5.38 5.12 4.94 5.17 5.33 5.37 5.27
A 5.31 5.43 5.42 5.67 5.62 5.50 5.52 5.28 5.10 5.33 5.49 5.53 5.43
Baa 5.68 5.77 5.75 6.00 5.95 5.82 5.84 5.60 5.42 5.63 5.78 5.80 5.75
Standard & Poor's
Bloomberg - S&P Data 12/31/24 Corporates
AAA AA A+ A A- BBB+ BBB BBB- BB+ BB BB- B+ B B-
20 Year Maturity NA NA 5.72 5.72 5.72 6.02 6.02 6.02 7.17 7.17 7.17 7.91 7.91 791
25 Year Maturity NA NA 5.69 5.69 5.69 5.94 5.94 5.94 7.05 7.05 7.05 7.81 7.81 7.81
30 Year Maturity NA NA 5.69 5.69 5.69 5.99 5.99 5.99 7.01 7.01 7.01 7.82 7.82 7.82
Average NA NA 5.70 5.70 5.70 5.98 5.98 5.98 7.08 7.08 7.08 7.84 7.84 7.84
Bloomberg - S&P Data 12/31/24 Industrial
AAA AA A+ A A- BBB+ BBB BBB- BB+ BB BB- B+ B B-
20 Year Maturity NA NA 5.63 5.63 5.63 5.85 5.85 5.85 7.13 7.13 7.13 7.32 7.32 7.32
25 Year Maturity NA NA 5.60 5.60 5.60 5.76 5.76 5.76 7.04 7.04 7.04 7.22 7.22 7.22
30 Year Maturity NA NA 5.61 5.61 5.61 5.77 5.77 5.77 7.06 7.06 7.06 7.23 7.23 7.23
Average NA NA 5.61 5.61 5.61 5.79 5.79 5.79 7.08 7.08 7.08 7.26 7.26 7.26
Bloomberg - S&P Data 12/31/24 Utility
AAA AA A+ A A- BBB+ BBB BBB- BB+ BB BB- B+ B B-
20 Year Maturity NA NA 5.79 5.79 5.79 6.00 6.00 6.00 7.34 7.34 7.34  NA NA NA
25 Year Maturity NA NA 5.75 5.75 5.75 5.93 5.93 5.93 7.26 7.26 726 NA NA NA
30 Year Maturity NA NA 5.76 5.76 5.76 5.95 5.95 5.95 7.27 7.27 727 NA NA NA
Average NA NA 5.76 5.76 5.76 5.96 5.96 5.96 7.29 7.29 729 NA NA NA





AT&T, Inc. Exhibit 6b
Communications (Large Cap)
Weighted Average Cost of Capital Study
For Ad Valorem Taxation
As of January 1, 2025
Cost of Debt - Capital 1Q Bond Yields
Standard & Poor's
Capital 1Q - S&P Data 12/31/24
All Corporates

AAA AA A+ A A- BBB+ BBB BBB- BB+ BB BB- B+ B B- CCC+ CcC
20 Year Maturity 5.40% 5.66% NA 5.91% NA NA 6.14% NA NA 7.10% NA NA 9.76% NA NA 12.11%
25 Year Maturity 5.29% 5.55% NA 5.80% NA NA 6.03% NA NA 6.98% NA NA 9.73% NA NA 12.08%
30 Year Maturity 517% 5.43% NA 5.68% NA NA 5.91% NA NA 6.86% NA NA 9.63% NA NA 11.98%
Average 5.28% 5.55% NA 5.80% NA NA 6.03% NA NA 6.98% NA NA 9.71% NA NA 12.06%

Energy

AAA AA A+ A A- BBB+ BBB BBB- BB+ BB BB- B+ B B- CCC+ CcC
20 Year Maturity 551% 5.71% NA 5.95% NA NA 6.32% NA NA 7.18% NA NA  10.42% NA NA 12.06%
25 Year Maturity 5.40% 5.60% NA 5.84% NA NA 6.21% NA NA 7.07% NA NA  10.42% NA NA 12.04%
30 Year Maturity 5.29% 5.48% NA 5.72% NA NA 6.09% NA NA 6.95% NA NA  10.32% NA NA 11.94%
Average 5.40% 5.60% NA 5.83% NA NA 6.20% NA NA 7.07% NA NA  10.39% NA NA 12.02%

Utilities

AAA AA A+ A A- BBB+ BBB BBB- BB+ BB BB- B+ B B- CCC+ CccC
20 Year Maturity 537% 5.75% NA 5.92% NA NA 6.07% NA NA 6.23% NA NA 9.62% NA NA 12.10%
25 Year Maturity 5.26% 5.64% NA 5.81% NA NA 5.96% NA NA 6.12% NA NA 9.59% NA NA 12.07%
30 Year Maturity 5.14% 5.52% NA 5.69% NA NA 5.84% NA NA 6.00% NA NA 9.48% NA NA 11.97%
Average 5.26% 5.64% NA 5.80% NA NA 5.96% NA NA 6.11% NA NA 9.56% NA NA 12.05%

Industrials

AAA AA A+ A A- BBB+ BBB BBB- BB+ BB BB- B+ B B- CCC+ CcC
20 Year Maturity 5.24% 5.73% NA 5.73% NA NA 5.95% NA NA 6.93% NA NA 8.86% NA NA 12.05%
25 Year Maturity 5.13% 5.62% NA 5.62% NA NA 5.84% NA NA 6.82% NA NA 8.80% NA NA 12.03%
30 Year Maturity 5.01% 5.50% NA 5.50% NA NA 5.72% NA NA 6.70% NA NA 8.70% NA NA 11.92%
Average 512% 5.61% NA 5.62% NA NA 5.84% NA NA 6.82% NA NA 8.79% NA NA 12.00%

Telecommunications

AAA AA A+ A A- BBB+ BBB BBB- BB+ BB BB- B+ B B- CCC+ CcC
20 Year Maturity 5.38% 5.65% NA 5.97% NA NA 6.08% NA NA 7.18% NA NA 9.68% NA NA 11.95%
25 Year Maturity 5.27% 5.54% NA 5.86% NA NA 5.97% NA NA 7.07% NA NA 9.66% NA NA 11.93%
30 Year Maturity 5.15% 5.42% NA 5.74% NA NA 5.85% NA NA 6.95% NA NA 9.56% NA NA 11.83%
Average 5.27% 5.54% NA 5.86% NA NA 5.96% NA NA 7.07% NA NA 9.63% NA NA 11.90%





AT&T, Inc.

Communications (Large Cap)

Weighted Average Cost of Capital Study
For Ad Valorem Taxation

As of January 1, 2025

Cost of Equity Summary

Exhibit 7

Capital Asset Pricing Model (CAPM)
Ex Post CAPM - Value Line Beta
Ex Post CAPM - Bloomberg Beta
Ex Post CAPM - Kroll Blume Beta
Ex Ante CAPM - Value Line Beta
Ex Ante CAPM - Bloomberg Beta
Ex Ante CAPM - Kroll Blume Beta
CAPM: Kroll Rec. Rf and ERP - Value Line Beta
CAPM: Kroll Rec. Rf and RRP - Bloomberg Beta
CAPM: Kroll Rec. Rf and RRP - Kroll Blume Beta

Discounted Cash Flow (DCF)
DCF - Single Stage (Value Line)
DCF - Single Stage (Capital 1Q)
DCF - Multi Stage (Value Line)
DCF - Multi Stage (Capital 1Q)

Risk Premium Method
Ex Ante Based

Build-up Method
Based on Kroll Measures of Size
Based on Kroll Measures of Size - Relevered
Based on Kroll Measures of Risk

Range of Estimates

Estimate

Cost of Equity Estimates

8.23%

10.01%
9.62%
9.69%

10.86%

10.40%

10.48%
8.51%
8.23%
8.28%

12.02%
12.82%
10.50%
11.09%

13.21%

10.02%
10.81%
14.04%

to

14.04%





AT&T, Inc. Exhibit 8
Communications (Large Cap)

Weighted Average Cost of Capital Study

For Ad Valorem Taxation

As of January 1, 2025

Cost of Equity - Beta Summary

Source Levered Beta  Relevered Beta
Value Line (NYSE regression) 0.80 0.73
Bloomberg (S&P 500 regression) 0.82 0.68

Kroll Blume Adjusted (MSCI USA Regression) 0.80 0.69





AT&T, Inc. Exhibit 9a
Communications (Large Cap)

Weighted Average Cost of Capital Study

For Ad Valorem Taxation

As of January 1, 2025

Cost of Equity - Value Line Betas

Relevered at

Value of Levered Industry Equity as a Debtasa
Equity  Valueof Debt Equity  Unlevered  Capital Percent of Percent of
Guideline Company (in millions)  (in millions) Beta ") Beta®  Structure® Total Capital  Total Capital

AT&T Inc. $166,337 $118,443 0.80 0.52 0.73 58.4% 41.6%
Charter Communications, Inc. $53,011 $92,134 0.95 0.41 0.58 36.5% 63.5%
Comcast Corporation $152,798 $94,186 0.85 0.58 0.82 61.9% 38.1%
T-Mobile US, Inc. $264,884 $75,348 0.75 0.62 0.87 77.9% 22.1%
Verizon Communications Inc. $175,649 $124,381 0.65 0.43 0.60 58.5% 41.5%
Average 0.80 0.51 0.72 58.6% 41.4%
Median 0.80 0.52 0.73 58.5% 41.5%
Selected 0.80 0.52 0.73 65.0% 35.0%

Notes:
(1) Value Line betas close to year-end 2024

(2) Unlevered = Beta Levered / (1+(1- Tax rate) * Wd/We) using company specific capital structure
(3) Relevered = Unlevered Beta * (1+(1- Tax rate)* Wd/We) using industry target capital structure





AT&T, Inc. Exhibit 9b
Communications (Large Cap)

Weighted Average Cost of Capital Study

For Ad Valorem Taxation

As of January 1, 2025

Cost of Equity - Bloomberg Betas

Relevered at

Value of Levered Industry Equity asa Debtas a
Equity  Valueof Debt Equity  Unlevered  Capital Percent of Percent of
Guideline Company (in millions)  (in millions) Beta ") Beta @ Structure ®  Total Capital  Total Capital

AT&T Inc. $166,337 $118,443 0.74 0.48 0.68 58.4% 41.6%
Charter Communications, Inc. $53,011 $92,134 0.87 0.38 0.53 36.5% 63.5%
Comcast Corporation $152,798 $94,186 0.89 0.61 0.86 61.9% 38.1%
T-Mobile US, Inc. $264,884 $75,348 0.82 0.68 0.95 77.9% 22.1%
Verizon Communications Inc. $175,649 $124,381 0.61 0.40 0.56 58.5% 41.5%
Average 0.79 0.51 0.72 58.6% 41.4%
Median 0.82 0.48 0.68 58.5% 41.5%
Selected 0.82 0.48 0.68 65.0% 35.0%

Notes:

(1) Bloomberg betas as of 01/01/25.

(2) Unlevered = Beta Levered / (1+(1- Tax rate) * Wd/We) using company specific capital structure
(3) Relevered = Unlevered Beta * (1+(1- Tax rate)* Wd/We) using industry target capital structure






AT&T, Inc. Exhibit 9¢c
Communications (Large Cap)

Weighted Average Cost of Capital Study

For Ad Valorem Taxation

As of January 1, 2025

Cost of Equity - Kroll Blume Betas

Relevered at

Value of Levered Industry Equity asa Debtas a
Equity  Valueof Debt Equity  Unlevered  Capital Percent of Percent of
Guideline Company (in millions)  (in millions) Beta ") Beta @ Structure ®  Total Capital  Total Capital

AT&T Inc. $166,337 $118,443 0.75 0.49 0.69 58.4% 41.6%
Charter Communications, Inc. $53,011 $92,134 0.94 0.41 0.57 36.5% 63.5%
Comcast Corporation $152,798 $94,186 0.83 0.57 0.80 61.9% 38.1%
T-Mobile US, Inc. $264,884 $75,348 0.80 0.66 0.92 77.9% 22.1%
Verizon Communications Inc. $175,649 $124,381 0.60 0.39 0.55 58.5% 41.5%
Average 0.78 0.50 0.71 58.6% 41.4%
Median 0.80 0.49 0.69 58.5% 41.5%
Selected 0.80 0.49 0.69 65.0% 35.0%

Notes:

(1) 2025 Kroll Cost of Capital Navigator

(2) Unlevered = Beta Levered / (1+(1- Tax rate) * Wd/We) using company specific capital structure
(3) Relevered = Unlevered Beta * (1+(1- Tax rate)* Wd/We) using industry target capital structure






AT&T, Inc.

Communications (Large Cap)

Weighted Average Cost of Capital Study

For Ad Valorem Taxation

As of January 1, 2025

Cost of Equity - Ex Post CAPM Calculation

Exhibit 10

Selected data for Subject (Value Line Beta)

Relevered Beta
Market risk premiums
Company risk premium
Add: Risk free rate @
Unadjusted cost of equity
Size Adjustment ®

@

Selected data for Subject (Bloomberg Betas)

Relevered Beta
Market risk premium
Company risk premium
Add: Risk free rate @
Unadjusted cost of equity
Size Adjustment ®

()]

Selected data for Subject (Kroll Blume Betas)

Relevered Beta
Market risk premium
Company risk premium
Add: Risk free rate @
Unadjusted cost of equity
Size Adjustment ®

(6]

Notes:

Debt Equity  Levered Relevered
Weight Weight Beta Beta
35.0% 65.0% 0.80 0.73
| CAPM |
Long-Horizon  Supply-Side
ERP ERP
0.73 0.73
7.31% 6.26%
5.35% 4.59%
4.86% 4.86%
10.21% 9.45%
-0.01% -0.01%
10.20% 9.44%
Estimate 10.01%
Debt Equity  Levered Relevered
Weight ~ Weight Beta Beta
35.0% 65.0% 0.82 0.68
| CAPM |
Long-Horizon  Supply-Side
ERP ERP
0.68 0.68
7.31% 6.26%
4.95% 4.24%
4.86% 4.86%
9.81% 9.10%
-0.01% -0.01%
9.80% 9.09%
Estimate 9.62%
Debt Equity  Levered Relevered
Weight Weight Beta Beta
35.0% 65.0% 0.80 0.69
| CAPM |
Long-Horizon  Supply-Side
ERP ERP
0.69 0.69
7.31% 6.26%
5.02% 4.30%
4.86% 4.86%
9.88% 9.16%
-0.01% -0.01%
9.87% 9.15%
Estimate 9.69%

(1) 2025 Kroll Cost of Capital Navigator
(2) 2025 Kroll Cost of Capital Navigator
(3) 2025 Kroll Cost of Capital Navigator






AT&T, Inc.

Communications (Large Cap)

Weighted Average Cost of Capital Study

For Ad Valorem Taxation

As of January 1, 2025

Cost of Equity - Ex Ante & Other CAPM Calculations

Exhibit 11

Debt Equity Relevered
Weight ~ Weight Levered Beta Beta
Selected data for Subject (Value Line Betas) 35.0% 65.0% 0.80 0.73
CAPM
Single-Stage Multi-Stage ~ BoA Est. Kroll Rec.
DCF ERP DCF ERP ERP ERP
Relevered Beta 0.73 0.73 0.73 0.73
Equity risk premiums 10.84% 7.72% 6.04% 5.00%
Company risk premium 7.94% 5.65% 4.42% 3.66%
Add: Risk free rate: normalized return on long-term Treasury bonds @ 4.86% 4.86% 4.86% 4.86%
Unadjusted cost of equity 12.80% 10.51% 9.28% 8.52%
Size Adjustment © -0.01% -0.01% -0.01% -0.01%
12.79% 10.50% 9.27% 8.51%
Estimate 10.86% 8.51%
Debt Equity Relevered
Weight Weight Levered Beta Beta
Selected data for Subject (Bloomberg Betas) 35.0% 65.0% 0.82 0.68
CAPM
Single-Stage Multi-Stage ~ BoA Est. Kroll Rec.
DCF ERP DCF ERP ERP ERP
Relevered Beta 0.68 0.68 0.68 0.68
Equity risk premiums &) 10.84% 7.72% 6.04% 5.00%
Company risk premium 7.34% 5.22% 4.09% 3.38%
Add: Risk free rate: normalized return on long-term Treasury bonds @ 4.86% 4.86% 4.86% 4.86%
Unadjusted cost of equity 12.20% 10.08% 8.95% 8.24%
Size Adjustment © -0.01% -0.01% -0.01% -0.01%
12.19% 10.07% 8.94% 8.23%
Estimate 10.40% 8.23%
Debt Equity Relevered
Weight ~ Weight Levered Beta Beta
Selected data for Subject (Kroll Blume Betas) 35.0% 65.0% 0.80 0.69
CAPM
Single-Stage Multi-Stage ~ BoA Est. Kroll Rec.
DCF ERP DCF ERP ERP ERP
Relevered Beta 0.69 0.69 0.69 0.69
Equity risk premiums 10.84% 7.72% 6.04% 5.00%
Company risk premium 7.45% 5.30% 4.15% 3.43%
Add: Risk free rate: normalized return on long-term Treasury bonds @ 4.86% 4.86% 4.86% 4.86%
Unadjusted cost of equity 12.31% 10.16% 9.01% 8.29%
Size Adjustment -0.01% -0.01% -0.01% -0.01%
12.30% 10.15% 9.00% 8.28%
Estimate 10.48% 8.28%

Notes:

(1) Calculated from projected return on S&P 500 using single-stage and multi-stage DCF models; Implied Return data from Bank of America; Kroll Navigator.

(2) 2025 Kroll Cost of Capital Navigator
(3) 2025 Kroll Cost of Capital Navigator






AT&T, Inc. Exhibit 12
Communications (Large Cap)

Weighted Average Cost of Capital Study

For Ad Valorem Taxation

As of January 1, 2025

Cost of Equity - Single-Stage Growth DCF

Dividend Value Line
Est. NTM Dec.Avg.  Yield  GrowthRate  Capital IQ  ValueLine Capital IQ

Company Dividend Price (D4/Py) (G) Growth Rate (G) K, K,
AT&T Inc. $1.11 $23.18 4.79% 4.00% (2.31%) 8.79%

Charter Communications, Inc. N/A  $373.46 6.50% 18.03%

Comcast Corporation $1.31 $40.34 3.25% 7.50% 5.00% 10.75% 8.25%
T-Mobile US, Inc. $3.54 $231.43 1.53% 20.00% 19.95% 21.53% 21.48%
Verizon Communications Inc. $2.72 $41.73 6.52% 0.50% 2.22% 7.02% 8.74%

Average 12.02% 12.82%
Median 9.77% 8.74%

Estimate 12.02% 12.82%





AT&T, Inc.

Communications (Large Cap)

Weighted Average Cost of Capital Study
For Ad Valorem Taxation

As of January 1, 2025

Cost of Equity - Multi-Stage Growth DCF

Exhibit 13

Latest Latest Value Line Capital IQ ~ Multi-Stage Multi-Stage with
Earnings Dividend LT Div  Growth Rate Growth Rate  with Value Capital 1Q
Company Dec. Avg. Price  Per Share Per Share  Payout (G) (G) Line K, Ke
AT&T Inc. $23.18 $2.25 $1.11 34.0% 4.00% (2.31%) 8.25%
Charter Communications, Inc. $373.46 $34.00 N/A N/A 6.50% 18.03%
Comcast Corporation $40.34 $4.25 $1.22 28.0% 7.50% 5.00% 9.70% 7.87%
T-Mobile US, Inc. $231.43 $9.55 $2.83 24.0% 20.00% 19.95% 16.26% 16.23%
Verizon Communications Inc. $41.73 $4.60 $2.67 56.0% 0.50% 2.22% 7.80% 9.17%
Average 10.50% 11.09%
Median 8.97% 9.17%
Estimate 10.50% 11.09%





AT&T, Inc.

Communications (Large Cap)

Weighted Average Cost of Capital Study
For Ad Valorem Taxation

As of January 1, 2025

Cost of Equity - Risk Premium Method

Exhibit 14

Estimated Cost of Equity = Industry Bond Yield + Risk Premium

Estimated Yield for Guideline Companies

Ex Ante Based Risk Premia

Estimated Return on the Market
Est. S&P 500 Bond Yield
Implied Risk Premium

Industry Est. Bond Yield for Guideline Companies
Implied Risk Premium
Estimate

5.90%

Single-stage  Multi-stage  BoA Implied

DCF on S&P DCF on S&P  Return on

500 500 S&P 500
15.70% 12.58% 10.90%
-5.75% -5.75% -5.75%
9.95% 6.83% 5.15%
5.90% 5.90% 5.90%
9.95% 6.83% 5.15%
15.85% 12.73% 11.05%

Estimate

13.21%





AT&T, Inc. Exhibit 15
Communications (Large Cap)
Weighted Average Cost of Capital Study
For Ad Valorem Taxation
As of January 1, 2025
Cost of Equity - Build Up Method (Size Study based ERPs)
Premiums over Risk Free Rate: Using Guideline Portfolios
Market
Market 5-Year Value of 5-Year ERP Adj -
Value of Book Value Average Invested Total Average Number of ~ Average of  Historicalto  Est Cost of
Company Equity of Equity Net Income  Capital Assets EBITDA Sales Employees Indicators Estimated Equity
AT&T Inc. 6.0% 5.9% 6.9% 6.1% 5.4% 5.7% 6.4% 7.4% 6.2% (1.07%) 10.02%
Charter Communications, Inc. 7.0% 7.5% 6.9% 6.1% 5.4% 5.7% 7.5% 7.4% 6.7% (1.07%) 10.47%
Comcast Corporation 6.0% 5.9% 5.5% 6.1% 5.4% 5.7% 6.4% 7.4% 6.1% (1.07%) 9.85%
T-Mobile US, Inc. 6.0% 5.9% 6.9% 6.1% 5.4% 5.7% 7.5% 7.8% 6.4% (1.07%) 10.21%
Verizon Communications Inc. 6.0% 5.9% 5.5% 6.1% 5.4% 5.7% 6.4% 7.4% 6.1% (1.07%) 9.85%
Average 10.08%
Median 10.02%
Relevered at Target Capital Structure
Market
Market 5-Year Value of 5-Year ERP Adj -
Value of Book Value Average Invested Total Average Number of ~ Average of  Historical to  Est Cost of
Company Equity of Equity Net Income  Capital Assets EBITDA Sales Employees  Indicators Estimated Equity
AT&T Inc. 7.3% 6.7% 7.6% 6.8% 5.8% 6.4% 7.2% 8.4% 7.0% (1.07%) 10.81%
Charter Communications, Inc. 7.9% 7.9% 7.6% 6.8% 5.8% 6.4% 8.3% 8.4% 7.4% (1.07%) 11.19%
Comcast Corporation 7.3% 6.7% 6.5% 6.8% 5.8% 6.4% 7.2% 8.4% 6.9% (1.07%) 10.67%
T-Mobile US, Inc. 7.3% 6.7% 7.6% 6.8% 5.8% 6.4% 8.3% 8.7% 7.2% (1.07%) 10.99%
Verizon Communications Inc. 7.3% 6.7% 6.5% 6.8% 5.8% 6.4% 7.2% 8.4% 6.9% (1.07%) 10.67%
Average 10.87%
Median 10.81%

*Premiums Unlevered and Relevered using Harris-Pringle formula:

RPuntevered = RPievered = [(Wq / We) X (Bu - Ba ) X RP ]
RPievered = RPunievered + [(Wa/ We) X (Bu- Ba) X RPr]





AT&T, Inc. Exhibit 16
Communications (Large Cap)
Weighted Average Cost of Capital Study
For Ad Valorem Taxation
As of January 1, 2025
Cost of Equity - Build Up Method (Risk Study based ERPs)
Premiums over Risk Free Rate: Using Guideline Portfolios
Coefficient of ERP Adj -
Operating Income  Variation (Operating Coefficient of Variation ~ Average of Historical to  Est Cost of
Company Margin Income Margin) (Return on Equity) Indicators Estimated Equity
AT&T Inc. 10.6% 11.9% 11.0% 11.1% (1.07%) 14.93%
Charter Communications, Inc. 9.5% 11.2% 10.1% 10.2% (1.07%) 14.04%
Comcast Corporation 9.8% 11.0% 9.9% 10.2% (1.07%) 14.03%
T-Mobile US, Inc. 10.2% 11.4% 10.4% 10.7% (1.07%) 14.46%
Verizon Communications Inc. 8.8% 10.3% 9.7% 9.6% (1.07%) 13.38%
Average 14.17%
Median 14.04%






In conclusion, we ask for consideration on a review of the capital structure and cost of equity
and submit the Kroll study along with the above comments as support for this review.

Thank you,

Lara Ingrando
Director - Tax

AT&T

208 S. Akard St., 18" Floor, Dallas, TX 75202
Cell 972.266.4907 | LI3311@att.com

This message and any attachments to it contain confidential business information intended
solely for the recipients. If you have received this email in error please do not forward or
distribute it to anyone else, but telephone (972) 266-4907 to report the error, and then delete
this message from your system.
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