
REDACTED· FOR PUBLIC INSPECTION

Attachment IV.7.4

In Response to Request IV.7

AT&T Inc. and Centennial Communications Corp.
IV.7.4·1



REDACTED - FOR PUBLIC INSPECTION

Attachment IV.7.4 in response to Request IV.7

Project Independence

AT&T BOARD- OF DIRECTORS BACKGROUND BRIEFING MATERIALS

November 5, 2008

~at&t

AT&T Inc. and Centennial Communications Corp.

CONFIDENTIAL &PROPRIETARY

IV. 7.4-2

AT&T 4(c).3



REDACTED - FOR PUBLIC INSPECTION

Attachment IV.7.4 in response to Request IV.7

Pr~ect Independence

Overview of Centennial Communications:

Centennial Communications, based In Wall, N.J., ls a regional
wireless and broadband telecommunications provider which
operates three business divisions:

U.S. wireless: serving 659,800 wireless subscribers In
portions of Indiana, Louisiana, Michigan. MissiSSippi, OhiO
and Texas;
Puerto Rico wireless: serving 430.600 wireless subscribers
in Puerto Rico and the U.S. Virgin Islands; and,

Puerto Rico Broadband: prOVides facilities-based enterprlse
and carrier broadband services in Puerto Rico.

Centennial's U.s. wireless business (started In 1988) serves
primarily rural areas where agriculture and small businesses
are prevalent. These areas are typically adjacent to
metropolitan areas or include significant highway corridors.
The Puerto Rican wireless segment (which includes the U.S.
Virgin Islands and was started in 1996) Is characterized by
high population denSity and wlreline replacement. The
Puerto Rican broadband business (begun In. 1997) provides
a wide range of facilities-based voice and data products as
an alternative to the local Incumbent wlreUne operator.

Centennial's wireless networks In the U.S. utilize the same
GSM technology as AT&T and operate primarily on 850 MHZ
(Cellular) spectrum..In Puerto Rico the company operates
exclusively using PCS spectrum (1900 MHz) and uses CDMA
technology.

Centennial Licensed Areas:·
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CYCL

Wal~ NJ

3.100 (May 2008)

1.1 million (Aug 2008)

9.0 million U.S.

4.0 million Puerto Rico

GSM/EDGE

CDMA/EVDO

Centennial Wireless

Centennial Busine.ss
Solutions

-
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Centennial Historical Results:

Summary Flnancl<ll Dotll

In miI/Jons fY2006 FV2007..£Y!!!!!.. FQ12009

u.s. Wireless Revenue

P.R. Wireless Revenue

P.R. Broadband Revenue

Eliminations

Total Revenue

" Growth

TotalEBlTOA REDACTED
" Margin

Depredation

Net Interest E~pense

Other Expense, Net

Recent Events:

October 2008: Fitch upgraded the company's
credit rating to US" from "B·"

October 2008: Reported fiscal first quarter 2009
results which Included a loss of 4,100 U.S. post·
paid subscribers

October 2007: Completed purchase of pes
spectrum In Ohio from Highland Cellular Holdings,
Inc. fOJ $3.6M

September 2007: Completed acquisition of
Islanet Communications, Inc., a provider of fixed
wireless seMces in Puerto Rico

Operational Statistics:

Net Income

Capex

" of Revenue
Free Cash Flow

Net Debt

Net Debt I EBITOA

subs InOOOs FY2006 FY2007~ FQ12009

U.S. Subscribers 648 695 665 660

"Postpaid 89" 89% 97% 97%

service AAPU

REDACTEDMonthly Postpaid Chum

Puerto RICo Subscribers 384 407 427 431

" PostpaId 99% 99% 99% 99%

serviceARPU

Monthly Postpaid Churn REDACTED

Top ShareholclPrs

Owner

Welsh. carson. Anderson & Stowe

Jennison Associates LlC
Wellington Management Company u:'.P.

Tremblant Capital LI'
Fidelity Management & Research Company

Others

Summilry Operating D(lt(1
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VlJtlng
RIghts

17.7%
6.1')(,
5.2%
5.1%
5.0%

60.9')(,

100.0%

Network Operations

• U.S. Wireless

• 1.111 cell towers (May 2008)

• UMTS/HSDPA deployment In one market on trial
basis

• Puerto Rico

• 447 cell towers (May 2008)

• 2,299 on-net bUildings In Puerto Rico

Sales & Marketing (Oct 2008)

• U.S. Wireless

• 139 retail locations: 17 stores and 119 kiosks

• agents

• Puerto Rico Wireless

• 72 retail locations: 18 stores and 54 kiosks

agents

• U.S. Virgin Islands Wireless

• 6 retail locations: 2 stores and 4 kiosks
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Centennial Rooming Relationship With AT&T:

REDACTED
In fiscal year 200BCentennlal's roaming revenue from voice and data services was $65 mIllion (7% of total
revenue). of which AT&T was approximately S45 million.

Network Coverage:

REDACTED
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Puerto Rico Broadband:

Centennial's broadband operation is a fuUy integrated communications company. It operates a 1,347 route­
mile fiber optic network, Including undersea capacity, and is connected to approximately 2,200 bUildings. As of
May 2008 the company reported 95.200 switched access lines in service. as well as 481,000. dedicated access
line. equivalents. Centennial also. reports that approximately one-third of the Fortune 500 maintains a local
presence in Puerto Rico.

Centennial provides a wide range of services IncludIng switched voice, private line service, VolP, international
long distance, data, toll-free and Internet related services to businesses and to a lesser extent residential
customers, over the company's fiber (terrestrial and undersea) and microwave networks. In the company's
retail business It provides switched voice and high capacity data and IP solutions to its enterprise customers.
The wholesale segment typically provides connectivity between cell sites and SWitching locations for wireless
providers In Puerto Rico, backhaul capaCity for long diStance carriers, various voice and data services for cable
television operators and services to Internet service prOViders. .

Centennial's tustomers in Puerto Rico include AT&T, Sprint Cisco SyStems, Hewlett-Packard, Lucent, Pfizer.
Procter & Gamble, Wal-Mart, Choice cable, Liberty cable, Net2Phone, Oracle, Coldwell Banker and [UreeTY.
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Centennial Tradi'lg History - Last 12 fvlontll<; Recent Performance:

SUllO ---------~----- ---------.

S10.00 -.---------.------- .....

56.00
REDACTED

52.00 .----.---------- --- ••..

11/4/20081f4f2OOltl/4/ZOO1J

so.oo +------~----~---___.
11/4f2001

~r'lll-\ ~:-~~1!·

High
$10.17

Low
$2.24

30 Days
S3.27

60 Days
$4.89

90 Days
$5.82

In Puerto Rico CentennIal has introduced unlimited
usage rate plans that range from basic unlimited
voice. up to unlimited voice, data. roaming and
Blackberry service.

{In millions}

Share Price as of 11/5/08

Shares Outstanding

Market Cap

plus: Debt (8/31/08)

less: Cash (8/31/08)

Enterpise Value

$3.40

111
$317

2,013

(124)

$2,266

REDACTED
The Puerto Rico broadband business continues to
employ its extensive fiber network to provide voice
and data products as an alternatrve solution to the
local Incumbent. resulting in strong revenue and
cash flow growth.

In the last twelve months Centennlal's closing
share price has fluctuated between $2.24 and
$10.17.' Centennial's equity value has been
volatile. due in part to high leverage (it represents
almost 90% of total capital).

WClll Strd't Prl( p fMQPh

Analyst Dote Rating Target

Barclay's Capital Oct 13 Overweight $S.OO

Gabetll &Co. actS Buy $11.00

Raymond James Oct 7 Strong Buy $11.00

Thomas Weisel Oct 7 Overweight S10.00
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Expected Benefits of a Transaction:

REDACTED
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