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“additional scale” as well as access to T-Mobile’s AWS spectrum in markets where AT&T
claims it would face the following alleged obstacles:

(1) Markets in which AT&T lacks any 700 MHz or AWS spectrum to deploy LTE

(the Applicants assert that [begin confidential information] ||
I (cnd confidential information] people, fall in this category);

(2) Markets in which “AT&T holds an average of 10 MHz of AWS or less and/or
12 MHz of 700 MHz spectrum or less[,]” thus falling short of the 20 MHz of
contiguous spectrum AT&T claims is necessary to deploy LTE (the Applicants

assert that [begin confidential information| ||l

- [end confidential information] people, fall in this category); and

(3) Markets in which AT&T predicts it will face an LTE capacity shortage at a

certain point in the future.**>

The Commission should dismiss these arguments. They are too vague and speculative to
be verifiable. AT&T’s LTE deployment plans are also unrelated to the proposed transaction, as
AT&T will have the capability and incentive to pursue a comparable LTE deployment even in
the absence of the transaction.

A. The Applicants’ Claims Regarding LTE Deployment Are Vague and
Speculative

The Applicants’ claims regarding LTE deployment are unverifiable and should be given
no weight. Their claims about the percentage increase in AT&T’s LTE footprint are misleading
and conflicting. They also completely fail to answer critical questions about AT&T’s LTE
deployment schedule, the nature of the service AT&T would offer, and what AT&T would invest
to reach its deployment target.

Misleading and Conflicting Projections. As an initial matter, the alleged 17 percent

increase in AT&T’s LTE coverage is misleading. As explained below, it is quite likely that,

A Application at 5; Hogg Decl. § 60; Moore Decl. § 14.
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No Information on Nature of Service. The Application also is completely silent about
the nature of the LTE service AT&T would provide in rural areas. The Applicants provide no
information regarding the rates AT&T would charge for its LTE service in these areas or
whether AT&T would impose data caps or other limits on service. If its current practices are any
indication, potential subscribers of AT&T’s expanded LTE service will face high rates and data
caps that either limit use of the service or impose extra charges for data usage above a certain
level.*”’ One observer has estimated that a rural subscriber who sought to use AT&T’s LTE
service as his or her primary Internet connection would pay $180 per month — “not exactly a
great choice for rural America.”™' In areas where it provides wireline service, AT&T will of
course have no incentive to compete with its own wireline broadband offerings; indeed, AT&T’s
LaptopConnect terms of service currently prohibit the use of an AT&T wireless connection as a

402

substitute for wireline data connections.”~ These limitations prompted a recent article to

conclude that AT&T’s purported plan to extend its LTE footprint “may mean a lot less to

Americans than it first appears to.”*"

400 See 14th CMRS Competition Report § 92 (describing Verizon’s and AT&T’s post-paid
service offerings as “the most expensive in the industry”); Letter from Harold Feld, Public
Knowledge, and Sascha Meinrath, New America Foundation, to Sharon Gillet, FCC Wireline
Competition Bureau (May 6, 2011) (raising concerns about AT&T plan to charge wireline
broadband customers additional fees for exceeding data caps), available at: <http://www.public
knowledge.org/letter-to-FCC-on-ATT-Data-Caps>; AT&T Wireless Data Plan “Bytes, "
DEADZONES (Apr. 14, 2011) (describing AT&T data plans), available at: <http://www.deadz
ones.com/2011/04/at-wireless-data-plan-bytes.html>.

*' " Sascha Segan, Will AT&T’s Rural Broadband Be First-Class or Second-Rate?, PC
MAGAZINE (May 16, 2011), available at: <http://www.pcmag.com/article2/0,2817,
2385445,00.asp>

402 Id
403 Id
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Vague and Conflicting Statements About Network Investment. The Application
provides no information on how much AT&T will need to invest to expand its LTE deployment
or what portion of the alleged synergy savings created by the transaction would be spent on this
deplovment. The Application asserts that the transaction would give AT&T the “scale, scope,
[and] resources” to increase its LTE deployment,*®® but it provides no data or analysis to support
this conclusory assertion. To the contrary, AT&T has submitted a declaration stating that it
would gain “synergies” from the proposed transaction resulting from, among other things, the
“reduced need in the near term for expenditures on network infrastructure and spectrum.”**

This statement is consistent with the frank admission by AT&T’s CFO that the “sum” and
“[m]ost important” aspect of the proposed transaction is its potential for returns to shareholders:
“So to sum up, this is a transaction that creates substantial shareholder value. Most important, it
enhances our long-term revenue and margin potential. ... [T]he scale and the combination of
operational assets provide us with a path to industry-leading wireless margins.™ Placing such
a high priority on increasing margins to maximize returns to shareholders would be at odds with
AT&T investing in its network to expand its LTE footprint.

Illusory Claims Do Not Meet the Burden of Proof. The Applicants have the burden of
demonstrating that the purported public interest benefits of the proposed transaction are real and
verifiable. Their nebulous claims fall far short of meeting this burden. Their claim that the
transaction would increase AT&T’s LTE deployment is built on speculation and vague assertions

and should be given no weight by the Commission, particularly in light of AT&T’s poor track

¥4 Application at 55-56.

495 Moore Decl. § 9 (emphasis added).

- Mar. 21, 2011 AT&T Investor Presentation Transcript at 13-14 (statements of Richard G.

Lindner, Senior Executive Vice President and CFO, AT&T Inc.).
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platform, AT&T should have the capability to extend LTE service to 97 percent of the

population without the proposed takeover.*'"’

AT&T’s existing footprint far exceeds T-Mobile’s
national network, which covers 86 percent of the population.*’’ Indeed, T-Mobile must purchase
roaming services from AT&T because of the latter’s more extensive coverage. As the following

map shows, the proposed transaction would give AT&T less than one percent of additional U.S.

population coverage:

Combined network

B ATT anique coverage
B 7 Mobile unique covarage
Oveilapping coverage

U.S. population.”), available at: <http://seekingalpha.con/article/185524-at-amp-t-inc-q4-2009-
carnings-call-transcript>.

o See Stravitz Decl. § 40 (*With coverage already of 97% of the U.S. population today on

its combined 2G and 3G network, AT&T could achieve this level of deployment by overlaying
LTE coverage on its existing network to reach 97% of U.S. population. The process of
overlaying equipment on existing cell sites merely involves installation of new equipment and
saves on the cost and time required to build the physical infrastructure of a new site, not to
mention time required to obtain necessary legal clearances.”).

411 Carlton Decl. q 32.
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AT&T should be able to acquire spectrum easily from licensees to the extent it needs additional
spectrum in these areas. AT&T can also partner with rural carriers to extend its coverage.
Verizon, for example, is actively pursuing plans to collaborate with rural companies to build and
operate an LTE network in rural areas.*”"

Even in the absence of its proposed takeover of T-Mobile, AT&T has many options to
achieve a nationwide LTE footprint and quite likely will pursue these options in order to
compete with carriers who will have nationwide LTE coverage. Verizon has already launched
LTE service in forty markets and has stated that it plans “to deploy LTE in virtually all of our
current 3G network footprint by the end of 2013.”*" As of December 31, 2009, Verizon’s 3G
network covered 285 million Americans, or 92 percent of the U.S. population, and that number
has almost certainly increased since 2009, as Verizon has continued to “build out, expand, and
upgrade our network.”*** Indeed, Verizon’s Chief Technology Officer has stated that once it
completes its initial LTE rollout to 285 million people in 2013, “we expect to aggressively
5 »423

expand this footprint, with a goal of covering all of our 700 MHz licensed territories by 201

Such a deployment would reach virtually every American. Sprint will also be competing to

420 : : ' . . .
Press Release, Verizon, Verizon Wireless LTE in Rural America Program, available at:

<http://aboutus.vzw.com/rural/Overview.html> (last visited May 23, 2011). See, e.g., Press
Release, Convergence Technologies, Convergence Technologies Inc. Announces Rural LTE
Partnership with Verizon Wireless (Apr. 29, 2011), available at: <http://www.cticonnect.com/
arra/verizonrurallte> (last visited May 23, 2011).

4“1 Cellco Partnership, Annual Report (Form 10-K), at 3 (Mar. 12, 2010).
22 Id at 3-4.

3 Dave Burstein, CTO Dick Lynch on Verizon LTE Coverage, DSL PRIME (Apr. 2, 2011),
available at: <http://www.dslprime.com/a-wireless-cloud/61-w/4214-cto-dick-lynch-on-verizon-
Ite-coverage>.
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transaction.*”® According to this analyst, the “net result in improved U.S. LTE coverage”
stemming from the proposed transaction would be “0%-2%, probably closer to 0%.”*?° The
Commission should see through the Applicants’ rhetoric and reject their LTE deployment claims

e 430
as not merger-specific.

CONCLUSION

In denying its approval of the EchoStar-DirecTV merger, the Commission stated that “as
the harms to the public interest become greater and more certain, the degree and certainty of the
public benefits must also increase commensurately in order for us to find that the transaction on
balance serves the public interest.”*’' The Applicants in the instant proceeding have not come
close to showing that the serious harm to consumers, competition, innovation, and the public
interest that would result from their proposed transaction would be outweighed by any public
interest benefits. No conditions or divestitures would change this conclusion. The Commission

should therefore refuse to grant its consent to AT&T’s proposed acquisition of T-Mobile.

“8  See Dave Burstein, AT&T LTE Result on U.S. Coverage: ~0%, DSL PRIME (Mar. 22,
2011), available at: <http://www.dslprime.com/a-wireless-cloud/61-w/4192-atat-Ite-result-on-
us-coverage-0>.

429 Id

— The Applicants argue that the proposed transaction will promote broadband innovation

and enhance public safety. Application at 61-63. The Applicants’ cursory arguments on these
issues, however, boil down to unsupported rhetoric that fails to substantiate any verifiable public
interest benefits or any connection of these claims to the proposed transaction.

wal EchoStar-DirecTV Hearing Designation Order 9 192.
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APPENDIX A
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Wireless Category Media Spend

[begin confidential information|

|end confidential information|
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2010 Local vs. National Advertising Spend

[begin confidential information|

[end confidential information]

Growth In Advertising Spend

[begin confidential information|]

[end confidential information|
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VII. AT&T’S EFFICIENCY BENEFIT CLAIMS

A. AT&T’s Capacity Constraint Claims.........ccceervieiierieeeriiniiesiseesseessssssessessssesssessessesesses

B AT&T s LTE Deploymetit Claimunnmmmnammimimimimasanaianeeaaiis
VIII. CONCLUSIONS s













REDACTED - FOR PUBLIC INSPECTION

3 John R. Woodbury is a Vice President at Charles River Associates.
Dr. Woodbury has served as a senior economist on the Federal Communications Commission’s
(“Commission’s” or “FCC’s™) Network Inquiry Special Staff, Chief of the Economics Division
in the FCC’s Common Carrier Bureau, and Vice President of Research and Policy Analysis at
the National Cable and Telecommunications Association. He has been the lead economist both
on telecommunications and merger-related matters including the FCC’s review of the
Sprint-Nextel transaction, the Commission’s ongoing review of retransmission consent, and the
proposed acquisition of Dollar Thrifty by Hertz. Dr. Woodbury is currently a member of the
editorial board of the Antitrust Source, an online publication spensored by the American Bar
Association, and frequently writes for that publication. He holds a Ph.D. in Economics from

Washington University (St. Louis).

6. Today, the Commission is at a crossroads. The wireless industry currently
consists of four national players that compete in a national market together with a “fringe” of
much smaller regional players. The proposed merger of AT&T and T-Mobile is likely to
significantly reduce competition in wireless services. Whereas Verizon and AT&T currently are
constrained at the national level, mainly by Sprint and T-Mobile, the merger would move the
market irrevocably closer to a duopoly far less constrained by other competitors. That
consolidation is likely to lead to higher prices and reduced innovation. These harms would be
caused by adverse unilateral conduct by AT&T, an increased likelihood of coordination between

AT&T and Verizon, as well as exclusionary effects that increase the costs of Sprint and the






