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December 8, 2006

Chairman Kevin Martin
Commissioner Michael Copps
Commissioner Jonathan Adelstein
Commissioner Deborah Taylor Tate
Commissioner Robert McDowell
Federal Communications Commission
445 12" Street, SW

Washington, DC 20554

Re: WC Dkt. No. 06-74 (AT&T/BellSouth Merger) (Ex Parte Filing)

Dear Chairman Martin and Commissioners:

I write as a representative of the high-tech manufacturing industry to encourage the
Commission to approve the AT&T/BellSouth merger this month rather than delay further.
As both this letter and the enclosed news article make clear, telecom manufacturers and
telecom investment analysts alike are concerned that a further delay in approving this
particular merger threatens to harm the manufacturing industry by slowing telecom
investment.

Not only should the Commission approve the merger this month, it should grant approval
without imposing new network neutrality requirements on AT&T and BellSouth. The
vast majority of high tech manufacturers oppose network neutrality regulation because
they believe that such regulation, just like further delay in approving the merger, could
unnecessarily slow the pace of technological innovation and investment. And numerous
recent studies concur as comments filed nearly six months ago in this proceeding by a
group of telecom manufacturers showed. Significantly, no commenter, not even those
who advocate imposition of new network neutrality regulations on AT&T and BellSouth
as a condition to merger approval, has disputed evidence in the record of this proceeding
showing that such regulation could threaten innovation and investment.

In sum, I hope the Commission will approve this merger this month and without
imposing new network neutrality regulation since doing so will help create an
environment that encourages investment in technology for America.

Sincerely,

-y
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As the pending meérger of ATAT - and EellSouth awa:ts approval and completion, the wait is
generating anxiety among eq__ qgnt venﬂanrchat ‘supply the two carriers. Until the merger
closes, they fear, purchasiﬂgn gcigions co 11d: be delayed, and a general uncertainty over
future network plans leaves-vendors in the daek.

"Everyone supplylng AT&T and’ BellSouth is Paellqg the impact of the merger not being closed,”
said ¥rish Prabhu, chief executive uffxcer of Tellabs, in 3 speech to investors this month.
“That is a big differencé bétweén last year and this year."

Tellabs supplies BellSouth with fiber-fo-the-curb and fiber-to-the-premises network access
squipment. But ATET gats its Flher»to-the nade and fiber-to-the-premises gear from Tellabs’
rival, Alcatel. In Segtembeér, BellSnuth surprised the industry by anpouncing--despite the
impending margér--plans for a VOSLZ. upgréde to- commence in the second half of next year and
occur mostly in 2008, That world présimably inglude Tellabs gear.

The list of vendors supplylng either company is long, of course. Alcatel supplies access
equipment to ATET -but ot BeliSouth, Bell&uath -gets Sonet myltiservice provisioning platforms
(MSPPs) from Lucent Technolugiest -apd ATET" ‘gets MSPPs from Fujitsu Network Communications.
Avici Systems relies heavily on AT&T as .3 customer of its core routers and hopes to be
depléyed in BellSouth's nétwork Following the merger.

Ciena sells long-haul optical equipmeiit to both carriers and optical crossconnects to AT&T.

Redback Networks could feel a particylar- pinch from the merger delay in coming months,
according to one Wall Street analyst. Redbacl supplies both carriers with edge routers and is
partnered with ATAT's decess. sypplier', Aleatel. BellSouth uses Redback's next-genaration
product, ‘the SmaptEdge, ahd ATAT usés ¥ acy ‘product, the SMS. 8ellSoith has long been one
of Redback™s most: val 'ple cu aneﬁs, butxwhi}e revenue fitom BedlSouth sank in the third
quarter (to less Than: $S mil;_eni frEM'more than 513 iillion per quarter in the first half of
this year), AT&T became one of- Radback's top clients.

"We see a risk that [Redback’s] sales to ATET drop in [the fourth quarter],” Morgan Keegan
analyst Simen Leopold wrote in a research. note issued todsy. "Longer term, we are optimistic
that Redback can win business for its newer SmartEdge product to upgrade the footprint in the
sortion of ATET's network that is not involved in Project Lightspeed.

rhe opportunity could became substantially larger in the unlikely situation that Redback
»ecomes instrumental in Phoject Lightspeed, too."

towever, the delay of the merger .closing leaves those questions, and many others, unanswered.
fhen the two carriers announced their proposed merger in March, they said it would take a year
:0 close the deal. A month later, they said it could be done before this year's and. And this
jummer, they said it might be cowplete this fall,

till, more than 288 days have pow passed since the Federal Communications Commission began
-he process to -approve or reject the deal, according to the Assoristed Press--more time than
t taok the FCC to approva the mergar cf AT&T and SBC Cammunzcatians or that of Verizon

iithout 51gn1ficant concession réquirements attached, but that approval hasn't come yet.

“The FCC’s delay of the merger;with AY&T raises our concerns, because The speading pause
sxhibited last quarter [from Be duthﬂ Ty, be extended [in the fourth quarter],” Leopold
rote, "We belipve: [BellSouth] has ceased dzscretiqnary spending, but in the words of a
‘gntact, ‘We still have a business to run.




