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percent (23%).'* MetroPCS added nearly 300,000 net subscribers in the fourth quarter of 2010
alone.® MetroPCS has been vocal about its intentions to atiract even more contract subscribers
from carriers like AT&T, stating publicly that it plans to “have a greater parity with the post pay

or contract [carriers] in terms of handsets and services that we can offer,”'*

61.  MetroPCS has expanded into numerous markets, including 12 of the 25 most
populous DMAS, and achieved a significant market presence in many parts of the country. In

Miami, for example, [Begin Confidential Information]
JEnd Confidential Information]. MetroPCS also had

notable success elsewhere in Florida and in parts of Texas, Michigan, Georgia and Northern
California. Indeed, MetroPCS is estimated to have achieved a double digit (or near double digit)

market share in [Begin Confidential Information]

[End Confidential Information]. MetroPCS’s share

is now estimated to exceed T-Mobile USA’s in [Begin Confidential Information}

133 According to MetroPCS’s 2009 and 2010 10-K filings, MetroPCS had 6.6 million
subscribers as of December 31, 2009 and 8.1 million subscribers as of December 31, 2010; this
is approximately a 22.7% y-o-y increase. MetroPCS Communications Inc., Annual Report (2010
Form 10-K), at 6 (March 1, 2011); MetroPCS Communications Inc., Annual Report (2009 Form
10-K), at 5 (March 1, 2010).

14 MetroPCS, Annual Report (2010 Form 10-K), at 71 (March 1, 2011).
B35 MetroPCS at Credit Suisse Convergence Conference at 1.
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[End Confidential Information] Indeed, MetroPCS has more retail locations in San Francisco
and Boston than AT&T has. MetroPCS’s churn has declined from 5.3% in the fourth quarter of
2009 to 3.5% in the last quarter of 2010. MetroPCS’s fourth quarter churn rate is the lowest rate

among the no-contract carriers we track, [Begin Confidential Information]
[End Confidential Information].

62.  Likewise, Leap has reported that it is “seeing an accelerating shift from postpaid
to prepaid” and has predicted that “the wireless industry will remain competitive, particularly as
companies like ours continue to lead the shift from postpaid to prepaid, as consumers reexamine
the value proposition and the consumer flight to value continues.”'*® Leap also has grown
rapidly, expanding its subscriber base from 1.47 million to 5.5 million customers in 7 years, a
379% increase.!*” Leap added 107,000 net subscribers in the fourth quarter of 2010 alone,*® and

1 139

projects to add 300,000 more subscribers in the first quarter of 201 Leap offers service,

13 Final Transcript, LEAP—QI 2010 Leap Wireless International Earnings Conference Call, at
3, 8 (May 6, 2010}, (“Leap Q1 2010 Earnings Cail”) (“we’re seeing an accelerating shift from
postpaid to prepaid that's garnering more and more focus at the national level by our existing and
potential customers. Our experience in prepaid means we are well positioned to be a winner in
this transition . . .. We expect that the wireless industry will remain competitive, particularly as
companies like ours continue to lead the shift from postpaid to prepaid, as consumers reexamine
the value proposition and the consumer flight to value continues.”).

137 See Leap Wireless International Inc., Annual Report (2010 Form 10-K) at 2; Press Release,
Leap Reports Results for Fourth Quarter and Full Year 2004, Company Provides Preliminary
Results for the First Quarter of 2005 and Revised Full-Year Outlook, at 16 (May 11, 2005),
hitp://phx. corporate-ir.net/phoenix.zhtml?c=191722&p=irol-newsArticle&ID=721622&
highlight=.

1% Press Release, Leap Announces Net Customer Additions for Fourth Quarter and Full Year
2010 (Jan. 4, 2011), http://phx.corporate-ir.net/phoenix.zhtml?c=191722&p=irol-newsArticle&
ID=1531478&highlight=.

"% Press Release, Leap to Provide Updates on Business Performance at International CTIA
Wireless Conference (Mar. 21, 2011), http://phx.corporate-ir.net/phoenix.zhtmi?c=191722&p=
irol-newsArticle&ID=1541267&highlight=.
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including nationwide 3G data service, in 35 states and the District of Columbia,'*® including 11
of the most populous 25 DMAs. According to our estimates, Leap has double-digit subscriber

shares in [Begin Confidential Information]

[End Confidential
Information]. Finally, Leap’s, churn rate declined to 4.0% in the fourth quarter of 2010, down

from 4.7% a year earlier.

2, Regional and Local Carriers

63.  Most customers make their purchasing decisions at the local level where they live,
work and shop. As aresult, regional and local carriers that have established a strong brand and
distribution presence are successful competitors in the areas where they sell service. Many
regional carriers offer nationwide plans and nationwide coverage (via roaming agreements)
similar in scope to that of AT&T, as evidenced by the maps on each carrier’s website.'*' They
also offer smartphones, including advanced and popular Android devices, and at least two of the

larger regional carriers are developing advanced LTE networks.'*?

140 oo
11 See Appendix at 14-18.
142 .
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64.  One of our strongest regional competitors is U.S. Cellular, which has a
geographically diverse footprint, offering nationwide service to customers in such major cities as
Chicago, Milwaukee, St. Louis, Oklahoma City, Des Moines, Tulsa, and Portland, Maine. US

Cellular’s coverage map is attached to my Declaration.!**

65.  Alltold, U.S. Cellular serves over 6 million customers in more than 70 markets
within 26 U.S. states,'** and its network covers 90 million POPs,'** which is roughly thirty
percent (30%) of the nation’s population. Accordingto AT&T’s internal estimates, U.S. Cellular
has double-digit and sometimes commanding shares of many markets in which T-Mobile USA

and AT&T also compete, including [Begin Confidential Information]

[End Confidential Information].

66. U.S. Cellular’s network coverage and device portfolio is similar to other
providers. In 2010, it expanded its device portfolio to include Android operating system devices,
such the LG Optimus U, the LG Apex, Samsung Galaxy Tab, Samsung Mesmerize (a Galaxy S

smartphone), Acclaim, and HTC Desire.'*® U.S. Cellular plans to introduce 13 new smartphones

W See Appendix at 14-15,
4 U.S. Cellular Corp., Annual Report (Form 2010 10-K), at 1 (Feb. 26, 2011).

145 Press Release, U.S. Cellular Reports Fourth Quarter 2010 Results, at 4 (Feb. 24 2011),
http://phx.corporate-ir.net/External.File?item=UGFyZW50SUQ90ODYyNTZ8Q2hpb
GRIRDOtMXxUeXBIPTM=&t=1.

196 press Release, U.S. Cellular to Launch the LG Optimus U, Its Latest Android-Powered
Device For 2010, at 1 (Dec. 7, 2010), http://www.uscellular.com/about/press-room/2010/
USCELLULAR-TO-LAUNCH-THE-LG-OPTIMUS-U-ITS-LATEST-ANDROID-POWERED-
DEVICE-FOR-2010.html.
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this year, including additional Android, Blackberry and Windows Mobile 7 devices.'*”
Customers will be able to use these advanced devices with one of US Cellular’s nationwide
voice and 3G data plans.'*® U.S. Cellular’s wireless service will become even more compelling
to consumers after it launches its LTE network in 2012."° U.S. Cellular appears to serve its
customers well. It was one of only 40 companies in twenty major industries to earn a customer
service award from J.D. Power, and enjoys one of the lowest churn rates in the industry (1.5% in

Q4 2010)."°

67.  Cincinnati Bell is another significant regional competitor. According to our

estimates, Cincinnati Bell has a higher market share [Begin Confidential Information]

[End Confidential Information]. It offers
nationwide service plans that are competitive with those of AT&T and other carriers.'>! One
reason for Cincinnati Bell’s success is its aggressive advertising and 3G network. Moreover, it
offers Blackberry and Android phones, and claims that its network is faster than AT&T’s

network.

147 US Cellular Fourth Quarter 2010 Results and 2011 Guidance Slideshow Presentation, at 18
(Feb. 24, 2011), http://phx.corporate-ir.net/External.File?item=UGFyZ W50SUQ9ODYyNTd8
Q2hpbGRJRDOtMXxUeXBIPTM=&t=1.

8 USCellular.com, Data and Internet, hitp://www.uscellular.com/plans/data.html.
14" The Yankee Group, US is Fast Becoming a Key 4G Proving Ground, at 4 (Feb. 2011).

10" Press Release, U.S. Cellular Reports Fourth Quarter 2010 Results, at 1 (Feb. 24, 2011)
(“Retail postpaid churn improved to 1.5 percent from 1.6 percent; postpaid customers comprised
95 percent of retail customers.”), http://phx.corporate-ir.net/External.File?item=UGFyZW50S
UQ90DYyNTZ8Q2hpbGRIRDOtMXxUeXBIPTM=&t=1; Press Release, U.S. Cellular and TDS
Telecom Recognized as J.D. Power 2011 Customer Service Champions (Feb. 17, 2011),
http://phx.corporate-ir.net/phoenix.zhtml?c=106793&p= irol-newsArticle&ID=1530190&
highlight=.

151 Cincinnati Bell, Wireless Rate Plans, http://www.cincinnatibell.com/consumer /wireless/
rate_plans/.
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68.  Cellular South is another strong competitor in its service area, which includes
Mississippi, and parts of Alabama and Tennessee. Cellular South’s coverage map is attached to
my Declaration. It launched a “Nationwide Talk Unlimited” plan for $59.99 in February'*? and
has been targeting AT&T subscribers. In fact, Cellular South launched a webpage that
specifically solicits AT&T customers: “From coast to coast, we've handpicked the best networks
to give you better coverage in far more places than AT&T” and “Our Smartphone Unlimited
Plan is a first-of-its-kind value! Get unlimited talk, text, email, and web at a price that saves you
over $40/month compared to AT&T or Verizon.”'*® Cellular South also has been offering to pay
the early termination fees customers wouid pay upon leaving for Cellular South. AT&T
responded to this offer in April 2010 by giving certain customers a $150 credit if they remained

with AT&T.
3. New Competitors Continue To Emerge

69.  In addition to the more conventional competitors described above, AT&T also
competes with new, non-traditional competitors such as wholesale providers and cable

companies.

70.  The wholesale business model that Clearwire introduced over the last two years,
and that LightSquared has announced it will pursue, has the potential to change the wireless

industry. LightSquared’s CEO recently predicted that wholesale wireless would be profoundly

52 Michelle Ruhfass, Cellular South Introduces Nationwide Talk Unlimited Plan, Mobile Burn
(Feb. 15, 2011), http://www.mobileburn.com/pressrelease.jsp?1d=13063.

133 Cellular South, Discover the Cellular South Difference AT&T Customers, http://www.
cellularsouth.com/DiscoverCenter/why-cs/att.jsp.
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disruptive to current wireless carriers.'® According to LightSquared’s CEO, its “wholesale-
only” business model will allow new entrants such as cable companies, device manufacturers
and national retailers like Best Buy to enter the market without the cost of building a network by

buying 4G network service wholesale from carriers like LightSquared.'**

71. Clearwire is deploying and operating a mobile wireless network based on
WiMAX technology, and is conducting LTE technology trials.'*® Clearwire has a wholesale
agreement with its investors under which they can purchase mobile broadband capacity for resale
to consumers. For example, its majority-owner Sprint purchases wholesale capacity from
Clearwire, which it offers to its customers who purchase its 4G smartphones.'*’ Also in March
2011, pursuant to a July 2010 agreement,'® Clearwire unveiled WiMAX-based 4G mobile

broadband service'® in connection with Best Buy’s recently introduced MVNO, Best Buy

134 David Goldman, LightSquared's Big Gamble: A Brand-new Wireless Network, CNN
Money, (July 21, 2010) (““LightSquared will be a disruptive force in the U.S. wireless landscape
by democratizing wireless broadband services,” LightSquared CEO Sanjiv Ahuja said in a
prepared statement. ‘ We're not only delivering exciting opportunities for manufacturers and
retailers, but also real change for consumers.”"), http://money.cnn.com/2010/07/21/technology/
lightsquared_wireless_network/index.htm.

155 Remarks of LightSquared Chairman & CEO Sanjiv Ahuja, CTIA Wireless 2011 (Mar. 23,
2011), http://daily.ctia.org/wireless2011/; see also Lightsquared, A Revolutionary Approach to
Mobile Broadband, http://www lightsquared.com/what-we-do/; Lightsquared, Nation's First
Wholesale-Only Network, http://www lightsquared.com/what-we-do/operating-model/.

156 Clearwire Corp., Annual Report (2010 Form 10-K), at 3 (Feb. 22, 201 1); Press Release, 4G
LTE Technology Trials, http://www.clearwire.com/company/featured-story.

157 Clearwire Corp., Annual Report (2010 Form 10-K), at 4, 10 (Feb. 22, 2011).

138 press Release, Best Buy(R) and Clearwire(R) Unveil Strategic Wholesale Relationship and
Plans to Offer Newly Branded 4G Mobile Broadband Service in the U.S., at 1 (July 29, 2010),
http://corporate.clearwire.com/releasedetail.cfm?ReleaseID=551070.

1% Clearwire Corp., Annual Report (2010 Form 10-K), at 3, 8 (Feb. 22, 2011).
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Connect.'® Clearwire and Locus Telecommunications (Locus) also recently have announced a
new 4G wholesale agreement.'® According to the announcement, the agreement “will enable
Locus to add prepaid 4G mobile broadband service, via Clearwire’s 4G network, to the
company’s wide array of telecommunications products.”'®? Clearwire also operates a retail

WiMAX mobile broadband service.'s

72.  Just last month, LightSquared, the newest wholesale provider, announced that it
had entered into two wholesale agreements. LightSquared entered into a long-term 4G roaming
agreement with Leap to allow its operating subsidiary, Cricket, to supplement the LTE coverage
that it plans to deploy across its own networks over the next few years.'®* Further, LightSquared

announced that Best Buy has agreed to become a mobile virtual network operator (“MVNO”) on

160 pregs Release, Best Buy ConnectSM Launches 4G Mobile Broadband Service Via
Clearwire, at | (Mar. 28, 2011), http://corporate.clearwire.com/releasedetail.cfm?ReleaseID

=560242.

11 Press Release, Clearwire and Locus Telecommunications Announce New 4G Wholesale
Agreement, at | (Apr. 7, 2011), http://corporate.clearwire.com/releasedetail.cfm?ReleaselD
=563465.

162 press Release, Clearwire and Locus Telecommunications Announce New 4G Wholesale
Agreement, at 1 (Apr. 7, 2011), http://corporate.clearwire.com/releasedetail.cfm?ReleaselD
=563465.

18 Geoff Duncan, Clearwire Expects “Imminent” Solution to Sprint Feud, Digital Trends (Feb.
18, 2011), http://www.digitaltrends.com/mobile/clearwire-expects-imminent-solution-to-sprint-
feud/.

164 Press Release, Cricket Enters into 4G Roaming Agreement with LightSquared, (Mar. 22,
20hl lg%,lhgtthp://phx.corporate-ir. net/phoenix.zhtml?c=191722&p=irol-newsArticle&ID=1541451
&highlight=.

46



REDACTED -- FOR PUBLIC INSPECTION

its network with an initial trial of the branded service expected in the first quarter of 2012.'°

LightSquared is reported to be negotiating with several other potential customers.'

73.  Cox Communications, the third largest cable TV company in the U.S'Y entered
into the wireless business in November 2010,'®® and offers “Nationwide coverage within the 50
U.S. states with no domestic roaming fees.”'®® Cox currently provides service in Omaha,
Nebraska; Hampton Roads, Virginia; Orange County, California; Oklahoma City, Oklahoma;
and Tulsa, Oklahoma, and recently announced it will soon offer service in Cleveland, Ohio,
Connecticut and Rhode Island. It has plans to bring its wireless service to more than 50 percent
of the more than 6 million residences and businesses, which it already serves with cable

television service.'™

74.  Cox is positioned to grow rapidly. It currently owns spectrum in several

additional CMAs, including San Diego, Phoenix, and New Orleans, and is already testing LTE in

165 Chloe Albanesius, LightSquared, Best Buy Ink 4G Wireless Deal, PC Magazine (Mar. 23,
2011), http://www.pcmag.com/article2/0,2817,2382508,00.asp.

18 Andrew Parker and Paul Taylor, LightSquared in Contract Talks, Financial Times (Mar. 27,
2011), http://www.ft.com/cms/s/0/807dead44-5898-11e0-9b8a-0144feabd9a.html#faxzz1 JZeL
zzdX.

167 Ppress Release, Cox Launches Wireless in Oklahoma (March 29, 2011),
http://coxenterprises.mediaroom.com/index.php?s=43&item=1127.

18 Press Release, Cox to Bring Unbelievably Fair Wireless Plans to Rhode Island Connecticut
and Cleveland (Apr. 4, 2011), http://www.prnewswire.com/news-releases/cox-to-bring-
unbelievably-fair-wireless-plans-to-rhode-island-connecticut-and-cleveland-119188599.html.

19" Cox Wireless, Service Pricing, http://ww2.cox.com/residential/omaha/wireless/terms-and-
conditions.cox.

170 Press Release, Cox Launches Wireless in Oklahoma (March 29, 2011),
http://coxenterprises.mediaroom.com/index.php?s=43&item=1127; Press Release, Cox to Bring
Unbelievably Fair Wireless Plans to Rhode Island Connecticut and Cleveland (Apr. 4, 2011),
http://www.prnewswire.com/news-releases/cox-to-bring-unbelievably-fair-wireless-plans-to-
thode-island-connecticut-and-cleveland-119188599.html.

47




REDACTED -- FOR PUBLIC INSPECTION

Arizona and San Diego.!”" Given its ability to market wireless service on a bundled basis to its
cable television subscribers, it has a ready-made installed base of customers.'”> Cox also has a
history of using this installed base to its advantage, as demonstrated by its success in the landline
telephone business, where within ten years it went from a new entrant to capturing over forty

percent (40%) market share in some markets.!”

- 75. In summary, we believe that new competitors in the wireless marketplace will
expand the competitive landscape beyond what we see today, resulting in aggressive marketing
and distribution of new wireless products and services and offering even more choices for

consumers.

V. By Providing AT&T With Needed Spectrum, This Merger Will Increase Output
and Sales

76.  The U.S. wireless industry has experienced an explosive growth in demand for
mobile broadband services in recent years, and this trend will accelerate in the future.'™ Over
the past four years, AT&T has led the wireless broadband revolution with the iPhone, iPad and
other devices. As explained in the Declaration of William Hogg, due to its position at the

forefront of the mobile broadband revolution and the popularity of its device portfolio, AT&T’s |

"l Jeff Baumgartner, Cox Wireless is Go for Launch, Light Reading' Cable (Nov. 19, 2010),
http://www.lightreading.com/document.asp?doc_id=200677&site=Ir_cable; Spectrum Chart.

172 Allie Winter, Executive Interview: Cox’s Stephen Bye, (Sept. 21 2009),
http://www.rcrwireless.com/ARTICLE/20081204/WIRELESS/812039973/executive-interview-

cox-8217-s-stephen-bye.

' Allie Winter, Executive Interview: Cox's Stephen Bye, (Sept. 21 2009), http://www.
rerwireless.com/ARTICLE/20081204/WIRELESS/812039973/executive-interview-cox-8217-s-
stephen-bye.

1" For example, Strategic Analytics reports that the average monthly handset data traffic per
user almost doubled between 2009 and 2010, and will increase more than nine-fold between
2010 and 2015. Handset Data Traffic (2009-2015), Strategic Analytics (March 2011).
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mobile broadband network has been strained by this exponential growth in data traffic and, as a

result, faces unique impending capacity constraints, which require additional capacity.'”

71.  AT&T’s lack of sufficient network capacity to meet its customers’ increasing

demands for wireless broadband [Begin Confidential Information)

[End Confidential Information].

78.  AT&T’s marketing strategy is focused on offering its customers devices,
products and services that are at the cutting edge of technology. There are several examples of
new products and services that will increase output and sales when this transaction is approved.

The best example of this current limitation is video. Consumers are increasingly demanding new

mobile video applications and features, like video chat. By their very nature, these applications

and features are highly bandwidth intensive. [Begin Confidential Information)

' Declaration of William Hogg, Senior Vice President of Network Planning and Engineering,
AT&T Services Inc., §J 3-9 (April 20, 2011) (“Hogg Decl.”).
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[End Confidential Information].
Another example is connected devices. While AT&T has been a leader in this space,l76 new
connections to the network in many cases require additional bandwidth. [Begin Confidential

Information]

[End Confidential Information].

79.  For the reasons provided in the declarations of my colleagues, Bill Hogg, John
Donovan, and Rick Moore, the additional spectrum and network capacity from the acquisition of
T-Mobile USA will further enable AT&T to innovate and offer consumers the new devices,
products and Services, applications, and features they expect and demand.'”” These offerings, in
turn, will increase sales as customers seek to take advantage of the innovation and resulting new

devices, product and services, and features and applications.

80.  Inshort, the proposed transaction and the resulting network and spectrum benefits
will increase our ability to compete in a fiercely competitive wireless marketplace. The
transaction will enable AT&T to bring to market a broader range of products and services in a
more timely, efficient, and competitive manner. This is the essential element of AT&T’s
marketing strategy and the basis for our ability to attract and retain customers which, in turn,

challenges our competitors to compete on the quality and pricing of their service offerings.

176 AT&T Inc. 2010 Annual Report, at 28 (Feb. 11, 2011), http://www.att.com/
Common/about_us /annual_report/pdfs/ATT2010_Full.pdf.

7 Hogg Decl. 7 10-15; Donovan Decl. §§ 44-49; Declaration of Rick L. Moore, Senior Vice
President of Corporate Development, AT&T Inc., 1 23, 28 (April 20, 2011).
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I declare under penalty of perjury that the foregoing is true and correct. Executed on

April /7 ,2011.
y7/44
Signed: zﬂw

David A. Christopher

Chief Marketing Officer
Mobility and Consumer Markets
AT&T Mobility Services LLC
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Sprint Data Coverage Map®
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T-Mobile Voice Coverage Map’
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MetroPCS Voice Coverage Map’
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Access to this coverage is included in all Rate Plans. texi messaging featurs.
See RATE PLANS for detalls.

? MetroPCS, Coverage Map, http://www.metropcs.com/coverage.
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MetroPCS 4G Data Coverage Maps"
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