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July 16, 2015

Ms. Marlene H. Dortch

Secretary

Federal Communications Commission
445 12th Street, S.W.

Room TW-A325

Washington, D.C. 20554

Re:  Comment Sought on Competitive Bidding Procedures for Broadcast Incentive Auction
1000, Including Auctions 1001 and 1002, AU Docket No. 14-252
Expanding the Economic and Innovation Opportunities of Spectrum
Through Incentive Auctions, GN Docket No. 12-268

Dear Ms. Dortch:

T-Mobile USA, Inc. (“T-Mobile”) and Sprint Corp. (“Sprint”) (collectively the “Parties”)*
hereby submit the attached ex parte letter regarding a July 14, 2015 ex parte meeting between
representatives of T-Mobile, Sprint and members of the FCC’s Incentive Auction Task Force.
Pursuant to Exemption 4 of the Freedom of Information Act (“FOIA”) and the rules of the

' T-Mobile USA, Inc. is a wholly-owned subsidiary of T-Mobile US, Inc., a publicly traded company.



Federal Communications Commission (“FCC” or “Commission”),> The Parties request
confidential treatment for the information that has been redacted in the attached ex parte filing
(“Confidential Information”).® The Confidential Information relates to competitively sensitive
simulations for various permutations of broadcast pricing in the reverse auction portion of the
FCC’s upcoming incentive spectrum auction (“Incentive Auction”) and potential bidder demand
across various markets in the forward portion of the Incentive Auction. The Confidential
Information is confidential commercial information, including information that is protected from
disclosure by FOIA Exemption 4 and the Commission’s rules protecting information that is not
routinely available for public inspection and that would customarily be guarded from
competitors.*

1. Identification of the specific information for which confidential treatment is sought.

The Parties request that the redacted information contained in the attached ex parte filing be
treated as confidential pursuant to Exemption 4 of FOIA and Sections 0.457(d) and 0.459 of the
Commission’s rules, which protect confidential commercial and other information not routinely
available for public inspection. The Confidential Information contains commercially sensitive
information related to simulations of potential broadcaster and wireless carrier bidding in the
reverse and forward portions of the Incentive Auction.’

2. ldentification of the Commission proceeding in which the information was submitted or
a description of the circumstance giving rise to the submission. The Confidential Information
was presented during an ex parte presentation to the FCC’s Incentive Auction Task Force
regarding the above referenced dockets. The Confidential Information was used to illustrate
potential bidder demand in certain markets in order to demonstrate problems with the
Commission’s bidding trigger. The Parties’ policy arguments are described in the unredacted
portion of the ex parte notice attached to this request in a manner that would allow any interested
party to thoroughly respond without revealing information that could allow the dominant carriers
or broadcasters to game the auction to the detriment of the Parties or other forward auction
participants.

25 U.S.C. § 552(b)(4); 47 C.F.R. §8 0.457(d) and 0.459; see also 18 U.S.C. § 1905 (prohibiting
disclosure “to any extent not authorized by law” of “information [that] concerns or relates to the trade
secrets, processes, operations, style of work, or apparatus, or to the identity, confidential statistical data,
amount or source of any income, profits, losses, or expenditures of any person, firm, partnership,
corporation, or association”).

® The redacted information is contained in Appendix A.
* 47 C.F.R. 88 0.457(d) and 0.459.

®> The Commission has broadly defined commercial information, stating that “‘[cJommercial’ is broader
than information regarding basic commercial operations, such as sales and profits; it includes information
about work performed for the purpose of conducting a business’s commercial operations.” Southern
Company Request for Waiver of Section 90.629 of the Commission’s Rules, Memorandum Opinion and
Order, 14 FCC Rcd 1851, 1860 (1998) (citing Public Citizen Health Research Group v. FDA, 704 F.2d
1280, 1290 (D.C. Cir. 1983)).



3. Explanation of the degree to which the information is commercial or financial, or
contains a trade secret or is privileged. The Confidential Information contains competitively
sensitive predictions of potential bidder demand in the forward auction portion of the FCC’s
Incentive Auction. The confidential information contains competitively sensitive simulations
created independently by each of T-Mobile and Sprint and was shared among them with
agreement not to disclose publicly or to third parties except to FCC for purposes of the ex parte
presentation only. The information relates to each companies’ predictions as they relate to the
behavior of broadcasters in the reverse auction. It is therefore competitively-sensitive, business
confidential and/or proprietary commercial information concerning each companies’ operations
that would not routinely be made available to the public. The numbers included in the data set
do not reflect either party’s actual predictions regarding the results of the Incentive Auction.
However, aspects of both entities’ demand for wireless spectrum could be inferred by the data
sets. If the Confidential Information is disclosed, AT&T and Verizon, the dominant carriers in
the U.S. wireless market, both of which are expected to participate in the forward portion of
Incentive Auction could use it to determine T-Mobile and Sprint’s demand for spectrum licenses
across all markets, and could use that information to increase prices for T-Mobile and Sprint
through foreclosure strategies. Similarly, broadcasters in the reverse portion of Incentive
Auction could use it to determine T- Mobile and Sprint’s demand for spectrum licenses across all
markets, and then use that information to increase prices for T-Mobile, Sprint, and the other
forward auction participants in the forward portion of the Incentive Auction.

4. Explanation of the degree to which the information concerns a service that is subject to
competition. The Confidential Information concerns the Parties’ participation in the FCC’s
upcoming Incentive Auction. The FCC’s spectrum auctions are highly competitive by their very
nature. Previous FCC spectrum auctions have been very competitive and have resulted in
billions of dollars of revenue.® As top-four wireless carriers in the U.S., the Parties will likely
participate in the auction.

5. Explanation of how disclosure of the information could result in substantial competitive
harm. Since this type of information generally would not be subject to public inspection and
would customarily be guarded from entities with opposing interests that are participating in the
auction, including the dominant carriers and broadcasters, the Commission’s rules recognize that
release of the information is likely to produce competitive harm. The FCC’s Incentive Auction
is comprised of a reverse auction and a forward auction. In the reverse auction, broadcasters
may submit the prices at which they would be willing to sell their spectrum licenses in the
forward auction, for a portion of the license sales price. In the forward auction, bidders, likely

® See eg. Summary for Auction 97, Fcc.cov (last visited Apr. 23, 2015),

http://wireless.fcc.gov/auctions/default.htm?job=auction_summary&id=97 (The FCC’s Auction 97,
known as the AWS-3 Auction had net revenues of over $41 billion and 70 qualified bidders, 31 of which
won spectrum licenses.).




including the Parties, decide at what prices they are willing purchase those licenses.” The
Confidential Information is based on the Parties’ estimations of potential bidder demand for
licenses and the potential willingness of broadcasters to sell their licenses. Although the
Confidential Information is based on hypothetical numbers and does not reflect actual
predications or expectations, disclosure could cause substantial competitive harm because it
would allow the dominant carriers to use the Parties’ internal theoretical calculations to assess
potential bidder demand for the licenses and game the forward auction by strategically bidding
according to the market by market analysis contained in the Confidential Information to raise the
license prices in the markets the Parties have the most demand specific to their spectrum needs
and preventing the Parties’ from winning those licenses in order to foreclose the Parties from
being able to compete. This would harm consumers by decreasing the Parties’ ability to offer
competitive choices in the U.S. wireless market. Disclosure of the Confidential Information
could also allow broadcasters to use these internal theoretical calculations to assess potential
bidder demand for their licenses and game the reverse auction by increasing their sell price
according to the market by market analysis contained in the Confidential Information. This
would harm the overarching goals of the Incentive Auction by enabling broadcasters to increase
the asking price of their spectrum licenses above market rates, thereby decreasing the supply of
spectrum licenses available at auction and decreasing the amount of money that the U.S.
Treasury receives from the auction revenues due to higher broadcaster pay-outs.

6.-7. Identification of any measures taken by the submitting party to prevent unauthorized
disclosure, and identification of whether the information is available to the public and the
extent of any previous disclosure of the information to third parties. The Confidential
Information as compiled is not available to the public and has not otherwise been disclosed
previously to the public. T-Mobile and Sprint both take precautions to ensure that this type of
information is not released to the general public or obtained by third parties through other means.
T-Mobile and Sprint agreed to only share the Confidential Information with each other for the
purposes of making the ex parte presentation to FCC staff and have agreed not to distribute the
Confidential Information otherwise.

8. Justification of the period during which the submitting party asserts that material
should not be available for public disclosure. The Parties request that the Confidential
Information remain confidential indefinitely. The Parties expect that they will participate in
future FCC spectrum auctions where spectrum demand will fall along similar lines. There is no
way to know how many spectrum auctions the FCC may hold in the future. Any insight
broadcasters or the dominant carriers may glean from disclosure of the Confidential Information
may be used in future auctions as well as the impending Incentive Auction to disadvantage the
Parties.

’ See Expanding the Economic and Innovation Opportunities of Spectrum Through Incentive Auctions,
GN Docket No. 12-268, Report and Order, 29 FCC Rcd 6567 (2014), affirmed, National Association of
Broadcasters v. FCC, N0.14-1154 (D.C. Cir. June 12, 2015) (“Incentive Auction R&QO”).



9. Any other information that the party seeking confidential treatment believes may be
useful in assessing whether its request for confidentiality should be granted. Under
applicable Commission and federal court precedent, the information provided by the Parties on a
confidential basis should be shielded from public disclosure. Exemption 4 of FOIA shields
information that is (1) commercial or financial in nature; (2) obtained from a person outside
government; and (3) privileged or confidential. The Confidential Information satisfies this test.
The Commission should accord confidential treatment to the Confidential Information to
encourage parties to candidly share confidential commercial information in the future that the
FCC can use to evaluate arguments relevant to the policy issues.

Please contact me if you have any questions or require more information related to this request.

Respectfully submitted,
/s/ Trey Hanbury

Trey Hanbury
Counsel to T-Mobile USA, Inc.
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EX PARTE VIA ECFES

Ms. Marlene H. Dortch

Secretary

Federal Communications Commission
445 12th Street, S.W.

Room TW-A325

Washington, D.C. 20554

Re:  Comment Sought on Competitive Bidding Procedures for Broadcast Incentive Auction
1000, Including Auctions 1001 and 1002, AU Docket No. 14-252
Expanding the Economic and Innovation Opportunities of Spectrum
Through Incentive Auctions, GN Docket No. 12-268

Dear Ms. Dortch:

On Tuesday, July 14, 2015, representatives of Sprint Corporation (“Sprint”) and T-Mobile USA,
Inc.® (“T-Mobile”) met with members of the Incentive Auction Task Force® to discuss concerns
with the timing of the spectrum reserve becoming effective.

® T-Mobile USA, Inc. is a wholly-owned subsidiary of T-Mobile US, Inc., a publicly traded company.
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The Commission established the spectrum reserve as the only mechanism to guard against
excessive spectrum concentration in the 600 MHz incentive auction. Unfortunately, as numerous
parties have noted, staff proposals associated with the triggering of the reserve threaten to
subvert the fundamental purpose of the reserve: preventing AT&T and Verizon from driving
auction prices to supra-market prices to foreclose rivals’ acquisition of critical low-band
spectrum.™®

The proposal to trigger the reserve only after satisfaction of both a price target and a cost target
that covers all mandated auction costs creates a number of new strategic bidding opportunities
for the two largest carriers. With the latter target expected to exceed tens of billions of dollars,
triggering of the reserve could require a large number of rounds — even after satisfaction of the
price target meant to ensure that reserve-eligible bidders have paid competitive market prices for
spectrum. Among other problems, this potential lag creates real opportunities for AT&T and
Verizon to skew auction prices by concentrating all of their eligibility in a subset of key markets.
By withholding demand from a wider range of markets, AT&T and Verizon can ensure that the
prices rise to foreclosure levels in a few critical markets prior to satisfaction of the Final Stage
Rule.™*

During the meeting with staff, the participants discussed problems with the current proposal.
Sprint and T-Mobile representatives illustrated specific ways in which AT&T and Verizon could
accomplish foreclosure goals under the current proposal and reviewed the illustrative broadcast
clearing costs and auction bidding information detailed in the attached spreadsheets. The parties
also explained how corrective measures could significantly reduce the strategic bidding

® The following people participated in the meeting: Kathleen O’Brien Ham (by phone), Steve Sharkey,
and Christopher Wieczorek of T-Mobile; Dr. Andrzej Skrzypacz (by phone) and Dr. Gregory Rosston (by
phone), on behalf of T-Mobile; Trey Hanbury of Hogan Lovells US LLP, counsel to T-Mobile; Lawrence
Krevor, Rick Engelman, and Rafi Martina of Sprint; Dr. Gregory Attiyeh (by phone), on behalf of Sprint;
Jim Schlichting, Gary Epstein, Evan Kwerel, Chris Helzer, John Leibovitz, Howard Symons, Martha
Stancill, Mary Margaret Jackson, Joel Taubenblatt, Margaret Wiener , and Madelaine Maior (by phone)
of the Incentive Auction Task Force; Dr. David Salant (by phone) of Auction Technologies, a consulting
firm that is advising the Commission; and Dr. Paul Milgrom, and Dr. llya Segal (both by phone) of
Auctionomics, a consulting firm that is advising the Commission.

10 gee Letter from Trey Hanbury, Counsel to T-Maobile USA, Inc., to Marlene H. Dortch, Secretary,
Federal Communications Commission, AU Docket No. 14-252, GN Docket No. 12-268 (July 10, 2015);
Letter from Lawrence R. Krevor, Vice President, Legal and Government Affairs — Spectrum, Sprint
Corp., et al., to Marlene H. Dortch, Secretary, Federal Communications Commission, AU Docket No. 14-
252, GN Docket No. 12-268 (July 9, 2015).

" Under the Commission’s proposed rules, clock prices only increase in a Partial Economic Area when
demand in that market exceeds supply. Thus, by concentrating their demand on a few markets, AT&T
and Verizon can delay satisfaction of the Final Stage Rule, as fewer markets experience round-over-round
clock price increases to contribute to the cost target.
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opportunities described above. Under a proposal submitted by T-Mobile, the reserve would be
triggered upon satisfaction of the price target and either the cost target or an average of $2.00 per
MHz-POP in the top 40 PEAS, whichever occurs first.

Adoption of this proposal or other possible measures, such as Sprint’s proposal to cap bidding at
approximately forty percent of the available blocks (four blocks in a ten-block clearing target),
would help mitigate the risk of foreclosure while still requiring reserve-eligible bidders to
compete aggressively and pay market prices for spectrum. The Commission has already
structured the auction to ensure aggressive and active competition by reserve-eligible bidders:
the staff proposes to shrink the reserve in each PEA where reserve-eligible demand does not
match the prospective supply of reserve blocks, and in parallel to shrink the reserve if reserve-
demand in any PEA comes from only a single bidder at the time the Final Stage Rule is met.
Perhaps most importantly, in the event that bidding closes without meeting the necessary revenue
goals, the failure to satisfy a given clearing target will fall on all bidders, both those who are
reserve eligible and those who are not. Indeed, because reserve-eligible bidders need low-band
spectrum more than other providers, reserve-eligible bidders have powerful incentives to ensure
forward auction revenue does not fail to satisfy the Final Stage Rule.

Consistent with section 1.1206(b)(2) of the Commission’s rules, an electronic copy of this letter
is being filed in the above-referenced docket. Please direct any questions regarding this filing to
me.

Respectfully submitted,
/s/ Trey Hanbury

Trey Hanbury
Counsel to T-Mobile USA, Inc.

Enclosures

cc: Jim Schlichting
Gary Epstein
Evan Kwerel
Chris Helzer
John Leibovitz
Howard Symons
Martha Stancill
Mary Margaret Jackson
Madelaine Maior
Joel Taubenblatt



July 16, 2015
Page | 4
Paul Milgrom
Ilya Segal
David Salant
Margaret Wiener
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