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Friday, July 15, 2011
9:30 a.m. – 4:30 p.m.

Santa Clara University, Locatelli Center 
500 El Camino Real, Santa Clara, CA, 95053

Agenda
9:30 a.m. – 9:40 a.m.

Opening Remarks 
(Administrative Law Judge Hecht & CPUC Commissioners)

9:40 a.m. – 10:45 a.m. 
Experts Panel: 

Welcome by Eric Goldman, Director, High-Tech Law Institute, Santa Clara University School of Law.
Panelists to discuss telecom and mobile Internet access; innovation on and use of the wireless platform;  

spectrum and network

10:45 a.m. – 10:55 a.m.
BREAK

10:55 a.m. – Noon
Users & Innovation — Application providers and other wireless platform users discuss how they employ the platform to 

reach consumers through mobile data, text, voice, and video, and highlight key issues regarding wireless platforms
(each will have 7 minutes followed by 15 minutes of cross- talk and then Q&A from the audience as well as Commissioners)

Noon – 1 p.m.
LUNCH

1 p.m. – 2 p.m.
The Handset & Innovation — handset related questions implicated by the merger, including the power of network 

handset purchasers (pre- and post-merger) and their effect on innovation; handset portability/exclusivity deals; 
pre-installed software; access to affiliated and non-affiliated applications. 

2 p.m. – 3:30 p.m.
The Network & Innovation — Network configuration, carrier terms and policies, and innovation.  

Issues include: data caps, network configuration, and facilities to increase capacity and signal penetration  
(distributed antenna systems, pico cells, access to cell sites and towers, etc).



3:30 p.m. – 4:30 p.m.
Questions and Comments from the Public

4:30 p.m.
Closing Remarks

(Administrative Law Judge Hecht & CPUC Commissioners)

A partial list of workshop panelists to date include:
Susan Crawford, Cardozo Law School

Glenn Woroch, UC Berkeley Economics Department 
Allen Hammond, Santa Clara University School of Law

Mona Tierney-Lloyd, EnerNoc
Jim Hawley, TechNet

Blair Swedeen, Placecast
Anita Taff-Rice, BoxTop

Fared Adib, Sprint 
Michael Woodward, AT&T

William Hogg, AT&T (DAS, data transfer, broadband)
Steven Stravitz, Sprint (DAS, network capacity)
John Donovan, AT&T (innovation generally)

Stephen Bye, Sprint (innovation generally)

Agenda Continued
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 1             (Opening Remarks, Welcome and Application 
 
 2   Providers and other Wireless Platform Users 
 
 3  Presentations - 9:30 a.m. - 9:40 a.m. Welcome:  Eric 
 
 4  Goldman, Santa Clara University; Panelists:  ALLEN 
 
 5  HAMMOND, IV, Santa Clara University; GLENN WOROCH, UC 
 
 6  Berkeley; SUSAN CRAWFORD, Cardozo School of Law.) 
 
 7            JUDGE HECHT:  We'll be on the record. 
 
 8            The Commission will please come to order. 
 
 9            This is the time and place for the second 
 
10   workshop in Investigation 11-06-009.  Those of you who 
 
11   joined us last week may recall that I am Administrative 
 
12   Law Judge Jessica Hecht. 
 
13            The purpose of this workshop is to discuss the 
 
14   effects the new Cingular Wireless or AT&T Wireless 
 
15   purchase of T-Mobile, and to discuss the effects 
 
16   specifically on innovation issues including, but not 
 
17   limited to, handsets, distributed antenna systems, 
 
18   broadband and data transfer. 
 
19            First, I want to thank you all very much for 
 
20   joining us here today.  I want to thank our panelists in 
 
21   particular for making themselves available. 
 
22            Like last week's workshop, the purpose of 
 
23   today's session is to build a record that will inform 



 
24   the Commission's analysis of the effects of this 
 
25   proposed merger in California. 
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 1            Workshops enable us to gather factual 
 
 2   information from a variety of sources and give us some 
 
 3  flexibility in the structure of our discussions. 
 
 4            Yesterday we released a draft agenda that is 
 
 5  now final and available in the back of the room. We will 
 
 6  be following the printed version of today's agenda 
 
 7  fairly closely. 
 
 8            I will start by going over the workshop 
 
 9   format, and then we'll have some opening remarks from 
 
10   the Commissioners in attendance today, and then we'll 
 
11   proceed with our welcome and our panelists. 
 
12            We are going to begin with some opening 
 
13   remarks from the Commissioners.  These are Commissioner 
 
14   Sandoval, who is the assigned commissioner in this 
 
15   proceeding, and possibly Commissioner Simon, depending 
 
16   on when he joins us today.  Commissioner Simon will be 
 
17   joining us for most of the morning.  And then we'll 
 
18   proceed with a welcome from Eric Goldman, Director of 
 
19   the High-Tech Law Institute here at the Santa Clara 
 
20   University Law School. 
 



21            Then we'll proceed with our first panel made 
 
22   up of independent experts who have graciously agreed to 
 
23   provide us with some background in context today. 
 
24            These speakers are not here to make specific 
 
25   recommendations on how the Commission addresses the 
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 1   proposed merger, but they are here more to discuss 
 
 2   issues or questions that they think will be relevant to 
 
 3  the Commission's evaluation of the proposed merger. 
 
 4            Each will have about ten minutes to speak 
 
 5  followed by a few minutes discussion among the 
 
 6  panelists, and then we'll take questions from parties in 
 
 7  attendance. 
 
 8            Because our time is limited, we will focus on 
 
 9   questions today from people who have already requested 
 
10   and received party status in this proceeding.  If you 
 
11   have not requested party status and you wish to do so 
 
12   today, you may. 
 
13            In addition, in the last hour of the day, we 
 
14   will have public comments from non-parties to the 
 
15   proceeding. 
 
16            Parties will have an opportunity to ask 
 
17   questions of these speakers and the later panelists 
 
18   using paper sheets that I believe are staff has made 
 
19   available today.  You can write on those and give them 



 
20   to Stephanie or other of the commission staff who will 
 
21   make themselves available to collect those. 
 
22            Please remember to fill out the sheet 
 
23   completely.  That means including your name and your 
 
24   party affiliation, if you have one.  I will be reading 
 
25   those questions that I hope will simplify things for our 
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 1   court reporters.  But if I don't have your name, I can't 
 
 2   give it to the court reporter. 
 
 3            We will also attempt to get to all questions 
 
 4  submitted by parties today, but if we have more 
 
 5  questions than time, we'll find a way to put the 
 
 6  additional questions into the record, even without 
 
 7  asking them today. 
 
 8            If a question you suggest is not asked exactly 
 
 9   the way you wrote it, please don't take it personally. 
 
10   It probably means that we were either combining similar 
 
11   questions to avoid duplication, or we just didn't get to 
 
12   it due to time constraints, but we'll find a way to 
 
13   address it later. 
 
14            We'll follow this procedure for the first 
 
15   session speakers and then a similar process for the 
 
16   panelists. 
 
17            Each of the panelists on the later panels will 



 
18   get seven minutes to speak followed by about 15 minutes 
 
19   of discussion among the panelists.  And then an 
 
20   opportunity for parties questions.  At the very end of 
 
21   each session, I will reserve a few minutes for the 
 
22   commissioners to ask their own questions. 
 
23            I want to remind parties once again that this 
 
24   is not an evidentiary hearing.  Questions are 
 
25   appropriate, but this is not the forum for objections 
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 1   like you would make in a formal evidentiary hearing. 
 
 2            Also to ensure that we have a productive day, 
 
 3  I have some ground rules.  I think they are mostly 
 
 4  common sense, but I do like to state them at the outset. 
 
 5            First, a reminder that we have court reporters 
 
 6  and they will take down everything you say so it can 
 
 7  become part of the record of this proceeding and the 
 
 8  Commission can look at it when making a decision. 
 
 9            Because of that, it is important that when you 
 
10   speak, you speak slowly, preferably more slowly than I 
 
11   am speaking now, because I tend to speed up a little 
 
12   when I am reading.  No one will interrupt you, and we 
 
13   will all be careful not to speak over one another. 
 
14            If you are not one of the panelists whose name 
 
15   is not posted in front of you, please state your name 
 
16   and spell it before you begin to talk.  If you speak too 
 



17   quickly, either the court reporter or I may stop you and 
 
18   ask you to slow down or speak more slowly or not to talk 
 
19   over each other in that case. 
 
20            Please keep your statements reasonably brief 
 
21   and to the point so that everybody who wants to speak 
 
22   may do so and avoid repeating what others have already 
 
23   said. 
 
24            Be respectful of others' opinions and 
 
25   viewpoints.  I do expect that there will be 
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 1   disagreements here today.  Personal attacks, though, are 
 
 2   not what we are here for, and I expect us all to 
 
 3  maintain a courteous and professional demeanor.  I think 
 
 4  people in general did a very good job of that at the 
 
 5  workshop last week and I appreciate that and expect the 
 
 6  same today. 
 
 7            Also in this proceeding specifically we are 
 
 8  asking workshop participants when you identify yourself, 
 
 9   you state your relationship, if any, to the parties to 
 
10   the proposed transaction including those filing 
 
11   Petitions to Deny at the FCC level.  And whether the 
 
12   organization you represent has received funding in the 
 
13   last 12 months or has been promised funding from AT&T, 
 
14   T-Mobile, Sprint, or any other wireless or wire-line 
 
15   telephone company or their foundation. 



 
16            This request is specific to this particular 
 
17   investigation and is actually required in the Order 
 
18   instituting investigation that the Commission adopted 
 
19   last month.  This helps us to put our statements in the 
 
20   appropriate context. 
 
21            We have a timekeeper.  Once again, Stephanie, 
 
22   whom I mentioned before.  She will warn all of the 
 
23   panelists when you have a couple minutes left and again 
 
24   when your time is up. 
 
25            You are welcome to end before your time is up, 
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 1   and I will appreciate it if you end by the time your 
 
 2   time is up.  I will cut you off if you continue speaking 
 
 3  much beyond the end of the allotted time just so we can 
 
 4  keep on our agenda today.  So, again, if that happens, 
 
 5  it is nothing personal, I am just trying to keep us on 
 
 6  track. 
 
 7            There will been an opportunity for members of 
 
 8  the public to speak during the last hour of the 
 
 9   workshop.  I am going to remind everyone that parties 
 
10   are not supposed to speak during that last hour.  It is 
 
11   reserved for public speakers only.  Parties have the 
 
12   opportunity to ask questions throughout the workshop and 
 
13   to build the record in other ways. 
 



14            And with that I will ask the Commissioners 
 
15   present to start us off.  We have Commissioner Sandoval 
 
16   volume and also Commissioner Simon.  Welcome. 
 
17            Who would like to go first? 
 
18            COMMISSIONER SIMON:  Good morning.  I 
 
19   apologize for being tardy.  It is very nice to be back 
 
20   on the Santa Clara University campus.  I started my 
 
21   college career as a Bronco and transferred to another 
 
22   Jesuit school up the street, University of San 
 
23   Francisco.  But it is really nice to be back on the 
 
24   campus. 
 
25            This is a very important workshop.  And I want 
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 1   to commend Commissioner Sandoval for bringing the 
 
 2   experts together today to discuss the very critical 
 
 3  issue in broadband and telephony and that being 
 
 4  innovation. 
 
 5            Innovation typically comes from competition. 
 
 6  This transaction, one way or the other, will have an 
 
 7  impact on innovation, so I am anxious to hear from our 
 
 8  experts and I want to thank them for their participation 
 
 9   as well. 
 
10            I actually voted in favor of the Order 
 
11   instituting investigation that lost in this proceeding, 
 
12   and I want to thank Commissioner Sandoval for not 



 
13   requiring me to have any special security checks on the 
 
14   way in or other efforts because of that. 
 
15            We are working very closely together.  And I 
 
16   believe she is bringing up issues that are going to be 
 
17   very important to the people of California as we graple 
 
18   with the issue of broadband and communication and its 
 
19   impact on many communities, particularly those 
 
20   communities who historically have been on the wrong side 
 
21   of the digital divide. 
 
22            It is my belief that it is the mobile 
 
23   technologies that will do the most to improve the 
 
24   conditions of those that need greater access and 
 
25   adoption to broadband. 
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 1            We are 25th in the world, somewhere between 
 
 2   25th and 29th as a nation, and California is seventh in 
 
 3  the United States in terms of broadband access and 
 
 4  speed.  Those are not numbers that I am proud.  I am 
 
 5  looking forward to the information you are going to 
 
 6  provide and how this transaction in your view will 
 
 7  impact innovation in an area where technology is so 
 
 8  critical as we sit here in the midst of the Silicon 
 
 9   Valley. 
 
10            So with that said, I will turn the microphone 
 



11   over to Commissioner Sandoval. 
 
12            COMMISSIONER SANDOVAL:  Well, thank you very 
 
13   much, and thank you to everyone for being here.  And to 
 
14   Commissioner Simon, welcome back to Santa Clara 
 
15   University.  So wonderful to have Bronco alums here.  A 
 
16   special thanks to Santa Clara University and 
 
17   particularly to Eric Goldman of the High-Tech Law 
 
18   Institute.  Thank you so much for hosting us and all 
 
19   your support for this event. 
 
20            When I had the opportunity to speak with 
 
21   Governor Brown, one of the questions that he asked me 
 
22   was, so what are you?  Are you a scholar?  Are you a 
 
23   teacher?  Are you a regulator?  What are you?  I said, 
 
24   Governor, I am all of those things in the spirt of 
 
25   engaged scholarship that Jesuit education is about. 
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 1   That what I hoped to bring to the Commission was the 
 
 2   academic community, the academic resources that would 
 
 3  help to enrich our analyses in our proceeding, and here 
 
 4  they are. 
 
 5            So I want to give special thanks to our 
 
 6  panelists, first and foremost to Eric Goldman who is a 
 
 7  leader in Internet related scholarship, to Professor 
 
 8  Allen Hammond, to Glen Woroch, with the Berkeley 
 
 9   Economics Department, and to Susan Crawford who has 



 
10   flown all the way out from New York to be with us from 
 
11   Cardozo University.  Thank you so very much. 
 
12            Commissioner Simon, I also wanted to thank you 
 
13   for your support.  The Commission did actually initially 
 
14   vote 5/0 to initiate an investigation.  We had a minor 
 
15   debate about the shape of that investigation, but we all 
 
16   agreed that there needed to be more analysis of this 
 
17   proposed merger, thus our convocation today. 
 
18            This analysis is taking place pursuant to our 
 
19   jurisdiction under California Public Utility Code, 
 
20   particularly Sections 851 through 857.  Section 854, as 
 
21   Professor Hammond was reminding us at the last panel, 
 
22   requires this Commission to analyze whether or not this 
 
23   proposed merger between AT&T and T-Mobile is in the 
 
24   public interest.  That's the foundational question that 
 
25   we have to answer. 
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 1            We also have to examine specifically the 
 
 2   effect of this proposed merger on competition, on 
 
 3  service, on the communities in which the companies 
 
 4  operate, on employees, and on California's economy, both 
 
 5  short term and long term. 
 
 6            So the theme of this workshop today is to 
 
 7  discuss the potential effect of this merger on 
 



 8  innovation.  We chose to have this workshop in the 
 
 9   Silicon Valley and are very thankful to Santa Clara for 
 
10   hosting this workshop in the Silicon Valley because 
 
11   really this place embodies innovation, not just in 
 
12   America but throughout the world. 
 
13             So we look forward to hearing both from this 
 
14   experts panel, and the following panel, which will be 
 
15   what we call mobile Internet platform users to hear 
 
16   about what is important to those who use the mobile 
 
17   Internet platform that we should consider in this 
 
18   proceeding. 
 
19             Then we look forward to discussion from the 
 
20   parties about some very particular issues involving 
 
21   handset innovation and network innovation. 
 
22             So we thank you all very much for your 
 
23   participation and thank you very much to the scholars 
 
24   for your support for this proceeding.  I look forward to 
 
25   hearing your remarks. 
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 1             JUDGE HECHT:  Now I am very happy to introduce 
 
 2   Eric Goldman, and he can start us off with a welcome 
 
 3  statement and then I will introduce our first panel. 
 
 4            MR. GOLDMAN:  Thank you. 
 
 5            Can you hear me in the back okay? 
 
 6            Okay, terrific. 



 
 7            Welcome to Santa Clara University.  We are 
 
 8  delighted to host this inquiry with people like 
 
 9   Commissioner Sandoval and Professor Hammond on our 
 
10   faculty.  We have had a long-standing interest in the 
 
11   telecommunications industry.  Specifically and in 
 
12   general the Santa Clara University location here in the 
 
13   Silicon Valley has made us deeply invested in technology 
 
14   innovation generally. 
 
15             I want to applaud the California Public 
 
16   Utilities Commission for Undertaking this inquiry.  The 
 
17   issues that we are dealing with today are critical to 
 
18   the Silicon Valley economy.  They are also critical to 
 
19   us individually as consumers, as I am watching people as 
 
20   I speak working on their wireless devices. 
 
21             What we have seen generally is a broad 
 
22   movement where people are using handheld devices 
 
23   everywhere they go to do the things we used to need an 
 
24   office environment for, used to need a production 
 
25   facility for.  People are reading and publishing content 
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 1   on the go. 
 
 2             But they are also making phone calls from 
 
 3  their handheld devices.  They are broadcasting audio or 
 
 4  video, and generally using the Internet protocols to 
 



 5  engage in a wide variety of things that used to be 
 
 6  technologically limited to other types of devices. 
 
 7            So as we see more action moving towards 
 
 8  wireless networks and away from wireless connections, 
 
 9   the composition of the industry of wireless service 
 
10   providers becomes that much more crucial.  The wireless 
 
11   service providers are the onramps to the network which 
 
12   is a critical infrastructure that we rely upon just like 
 
13   other types of critical infrastructure that are subject 
 
14   to oversight by the Public Utilities Commission. 
 
15             Two small anecdotes to reinforce just how 
 
16   critical this infrastructure is, when I travel, if a 
 
17   hotel were to pose to me the question you can have 
 
18   Internet activity or a bed, which would you choose?  I 
 
19   would clearly choose the Internet connection. 
 
20             There has been a study -- perhaps a pocket 
 
21   full -- that given a choice between Internet activity 
 
22   and sex, people would choose Internet connectivity.  So 
 
23   there is no doubt that the issues we are addressing 
 
24   today are crucial. 
 
25             And with that, I will be happy to step out of 
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 1   the way, and I am happy to hear from the experts. 
 
 2             JUDGE HECHT:  Thank you very much.  Our first 
 
 3  panel consists of Allen Hammond, Glenn Woroch and Susan 



 
 4  Crawford.  Eric Goldman can chime in if he would like, 
 
 5  but we'll have about ten minutes from each of the three 
 
 6  and then about 15 minutes of discussion among the 
 
 7  panelists. 
 
 8            So we can begin with Allen Hammond. 
 
 9             PROFESSOR HAMMOND:  Can everyone hear me? 
 
10   Last time I was very soft-spoken. 
 
11             JUDGE HECHT:  I think these microphones are 
 
12   more powerful also. 
 
13             PROFESSOR HAMMOND:  Thank you for the 
 
14   invitation.  Thank you to Commissioner Sandoval and to 
 
15   Commissioner Simon and to ALJ Hecht for the opportunity 
 
16   to speak this morning. 
 
17             I am going to be talking about the 
 
18   relationship between California's digital divide and the 
 
19   proposed AT&T/T-Mobile merger.  I am going to make four 
 
20   points.  So I will summarize them first. 
 
21             First, the digital divide still exists. 
 
22             Second, the use of cell phones and smartphones 
 
23   is closing the divide, but that's a qualified 
 
24   observation. 
 
25             Third, increased black and Latino cell and 
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 1   smartphone usage and access to the Internet coincides 
 



 2   with slowed wireless market penetration and increased 
 
 3  price and feature competition for wireless consumers at 
 
 4  the low end. 
 
 5            Fourth, the PUC should fully understand the 
 
 6  potential impact of the merger regarding the loss of 
 
 7  T-Mobile as a low-end national price and feature 
 
 8  competitor, especially as it relates to the digital 
 
 9   divide. 
 
10             Now, the divide still exists.  Black and 
 
11   Latino Californians are still significantly less likely 
 
12   to own a computer and less likely to have broadband 
 
13   access than Asian and White Californians.  That is per 
 
14   the California Emerging Technology Fund's study. 
 
15             For instance, CTSF noted in its community 
 
16   assessment study of 2009 of those who responded in 
 
17   English to the survey, 31 percent do not have a computer 
 
18   at home.  Seventy-five percent cited cost as the reason 
 
19   for not having a computer.  Forty-two percent did not 
 
20   have broadband access.  Sixty-four percent cited cost as 
 
21   the main reason for not having broadband access. 
 
22             Of those who responded in Spanish, 56 percent 
 
23   did not have a computer at home.  Fifty-nine percent 
 
24   cited cost as the reason for not having a computer. 
 
25   Seventy-four percent did not have broadband Internet 
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 1   access, and 37 percent cited cost as the main reason for 
 
 2   not having broadband Internet access. 
 
 3            Now, the divide is closing in California due 
 
 4  to increased use of cell phone and smartphones, but 
 
 5  there are caveats to that observation. 
 
 6            First of all, smartphones are not computers. 
 
 7  True, they are projected to compete with computers in a 
 
 8  few years, but they aren't equivalent yet. 
 
 9             Feature phones are not smartphones.  They are 
 
10   less powerful in terms of processors and browsers and 
 
11   slower in terms of download speeds.  And that is in 
 
12   comparison to smartphones which have key pads and 
 
13   boards, web browsers, larger screens and faster speeds. 
 
14   This has an impact on what you can do on the particular 
 
15   platforms and what they can be used for. 
 
16             Use of enhanced cell phones and smartphones -- 
 
17   not feature phones -- is closing the divide per Neilsen 
 
18   and NPD, but the vast majority of phones in use are 
 
19   still feature phones, not smartphones.  That is per the 
 
20   Government Accounting Office. 
 
21             So we can say that increased Black and Latino 
 
22   Internet access appears to coincide with increased 
 
23   wireless phone competition. 
 
24             The PPIC study in 2011 found that Californians 
 
25   were twice as likely to use their cell phones to access 
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 1   the Internet as they were three years ago, that being 
 
 2   2008 if my math is correct. 
 
 3            Yet in 2009, 2010, wireless penetration 
 
 4  reached 91 percent.  As penetration grew, the growth of 
 
 5  new wireless subscribers slowed and carriers were forced 
 
 6  to compete for existing customers. 
 
 7            National and regional and low-end wireless 
 
 8  providers entered into increased price competition. 
 
 9   Among the strategies employed was establishing prepaid 
 
10   plans for smartphones, even as phone manufacturers were 
 
11   adding more smartphone functionality to feature phones. 
 
12             So in 2009, new prepaid cell phone subscribers 
 
13   accounted for nearly two-thirds of the 4.2 million net 
 
14   subscribers added to the U.S. phone carriers.  This 
 
15   suggests that cell phone and service price and 
 
16   functionality have a substantial impact upon Internet 
 
17   access via cell phone. 
 
18             Last point, the PUC should fully understand 
 
19   the potential impact of the merger regarding the loss of 
 
20   T-Mobile as a low-end national price and feature 
 
21   competitor, especially as it relates to California's 
 
22   digital divide. 
 
23             Economics are crucial for how most people 
 
24   purchase and use mobile phones, both initial costs and 
 
25   monthly bills.  It would be extremely helpful to see 
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 1   statistics and trends on the current average cost to own 
 
 2   and use mobile phones, comparing per phone monthly costs 
 
 3  for two-year contracts verses month-to-month verses 
 
 4  prepaid contracts, or prepaid, and overlaying that, I 
 
 5  should say, to compare feature phones and smartphones. 
 
 6            I will close there.  Thank you. 
 
 7            JUDGE HECHT:  Thank you very much. 
 
 8            We will continue with our next panelist, Glenn 
 
 9   Woroch of UC Berkeley. 
 
10             PROFESSOR WOROCH:  Thank you, and good morning 
 
11   ALJ Hecht, Commissioners Sandoval and Simon and my 
 
12   fellow panelist members. 
 
13             My name is Glenn Woroch.  I am the Executive 
 
14   Director for the Center on Research on Telecommunication 
 
15   Policy at a school up the Bay here, UC Berkeley, and 
 
16   also Adjunct Professor at Cal's Economic Department. 
 
17             Commissioner Sandoval asked me to appear today 
 
18   to present what I believe are the economic principles 
 
19   that should guide the Commission as it undertakes its 
 
20   review of this proposed acquisition of T-Mobile by AT&T. 
 
21             So in a sense it is Antitrust Economics 101. 
 
22   For many of you, forgive this refresher course.  As I 
 
23   will be flying at 30,000 feet, most of my remarks, I 
 
24   will try to come down to ground level and talk a little 
 
25   bit about how these principles apply to the transaction 
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 1   and hopefully also say something about innovation. 
 
 2             Let me begin with a rather basic question.  On 
 
 3  what criterion should the Commission evaluate this 
 
 4  merger in terms of economics? 
 
 5            Well, the short answer is on the effect of the 
 
 6  economic well-being of the California consumer.  That is 
 
 7  more limited than what Commissioner Sandoval had laid 
 
 8  out as a list of desiderata in her opening remarks, but 
 
 9   that is how antitrust practice is done in the U.S. and 
 
10   around the world. 
 
11             So my one point to be made out from the 
 
12   beginning is that by focussing on the consumer, it takes 
 
13   the emphasis off of consequences on other actors in this 
 
14   market. 
 
15             In particular, the consequences of the deal 
 
16   for competitors of the merging partners should not be 
 
17   part of the economic calculus. 
 
18             You have probably heard it before, antitrust 
 
19   protects competition, not competitors, and it always 
 
20   deserves repeating.  So in this particular case it says 
 
21   that if the revenue and profits of AT&T and T-Mobile's 
 
22   competitors go down or up as a result of this deal, it 
 
23   should not be a concern of the Commission. 
 



24             The Commission should be concerned where 
 
25   competition is impaired.  As an example, it could be 
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 1   that as a result of the merger, the price of equipment 
 
 2   or backhaul special access could be raised to the 
 
 3  detriment of competitors, downstream competitors, and 
 
 4  that would be a concern.  But if prices fell because the 
 
 5  merger-enabled efficiencies taking marketshare away from 
 
 6  competitors, that should not enter the picture. 
 
 7            Economists focus on consumers because we view 
 
 8  competition as really the servant of consumers 
 
 9   delivering benefits.  And those benefits can be 
 
10   threatened due to the accumulation of market power, and 
 
11   merger is one example where that occurs. 
 
12             So the way currently mergers are evaluated is 
 
13   it is a forecasting exercise, to try to forecast what is 
 
14   the consequences of the merger before it happens. 
 
15             My profession has been particularly terrible 
 
16   in forecasting.  I will lay the blame at 
 
17   macroeconomists.  Mostly their reputation can't fall 
 
18   much further.  And also there has been a lot of 
 
19   accumulated experience in conducting this kind of 
 
20   forecasting. 
 
21             The typical way mergers are evaluated and 
 
22   their effects are forecast fortified in the FTC/DOJ 



 
23   Horizontal Merger Guidelines.  There are several 
 
24   versions.  One recently published last year.  Basically, 
 
25   it is a two-step procedure.  Define the market in which 
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 1   the merging parties participate and then measure the 
 
 2   incremental impact on concentration as a result of the 
 
 3  transaction. 
 
 4            Now, there are other steps, and I am being a 
 
 5  little bit glib, but that is the basic exercise.  And 
 
 6  underpinning that exercise is a belief that there is a 
 
 7  relation between concentration and the prices that 
 
 8  consumers face. 
 
 9             Now, certainly that exercise is going on or 
 
10   has gone on already, at the Department of Justice in 
 
11   particular.  But I want to draw the Commission's 
 
12   attention to the fact that that connection between 
 
13   concentration and consumer prices has really been called 
 
14   into question in a recent -- or not so recent, last ten, 
 
15   20 years of major cases that have taken place in the 
 
16   high-tech industry. 
 
17             You are familiar with many of them.  The USDC 
 
18   cases against Microsoft, the FDC investigation of Intel. 
 
19   Most of those are unilateral conduct cases, but there 
 
20   are some mergers as well.  Oracle's acquisition of 
 



21   PeopleSoft, Google's acquisition of AdMob and so forth. 
 
22             So these have produced a number of insights. 
 
23   One insight is that this relationship between 
 
24   concentration and prices is not automatic. 
 
25             In particular, our traditional scale and scope 
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 1   economies is not the only way to evaluate the effects of 
 
 2   size.  That there is a demand side component, and it is 
 
 3  referred to sometimes as network effects.  And it is 
 
 4  referred to as network effects because the phone network 
 
 5  is probably the best example of where this occurs.  And 
 
 6  that is exactly the kinds of markets that we are talking 
 
 7  about today. 
 
 8            A second insight from these cases is that 
 
 9   dynamics is very important, both dynamic competition and 
 
10   dynamic efficiencies.  It has been apparent that new 
 
11   technologies, new products can restructure an 
 
12   industry -- not overnight, but in a very, very short 
 
13   period of time.  And that is particularly relevant 
 
14   because we are sitting in the middle of really the 
 
15   wellspring of a lot of those innovations here in the 
 
16   Silicon Valley.  The mobile industry is clearly highly 
 
17   dynamic. 
 
18             So it is necessary to -- as the Commission is 
 
19   clearly doing -- to take account of that dynamic aspect. 



 
20   So ask the question, how is the overall merger going to 
 
21   affect the pace of innovation in this sector? 
 
22             Also is how will innovation counteract any 
 
23   kind of accumulation of market power that comes about as 
 
24   a result of this merger looking outside the transacting 
 
25   parties. 
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 1             I would also suggest that the Commission in 
 
 2   part because of this new learning as a result of these 
 
 3  high-tech mergers and antitrust cases take a broader 
 
 4  view of evaluating the mergers besides this 
 
 5  concentration-based approach. 
 
 6            One that has been developed by two of my 
 
 7  colleagues Joe Ferrall and Carl Shapiro, currently chief 
 
 8  economists at the FCC and the DOJ respectively, look at 
 
 9   the upward pricing pressure that would come out as a 
 
10   result of this merger. 
 
11             They suggest that we take a look at two 
 
12   factors.  One called the diversion ratio and then the 
 
13   good old fashion price margin.  And together they can 
 
14   give us an indication of postmerger pressure on prices 
 
15   to go up. 
 
16             The diversion ratio would be if T-Mobile would 
 
17   raise their prices for voice and data services, where 
 



18   would their customers scamper to?  In particular, what 
 
19   portion of their lost customers would go to T-Mobile? 
 
20   Would most of them go to T-Mobile?  Would few of them go 
 
21   to T-Mobile?  How many would be diverted to T-Mobile? 
 
22             Before the merger the profit earned on those 
 
23   customers is lost to AT&T in my a little example.  After 
 
24   merger is recovered by this other division of the 
 
25   combined company.  So to the extent that many are 
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 1   diverted and they are profitable, there is more upward 
 
 2   pricing pressure. 
 
 3            The nice thing about this is you can estimate 
 
 4  this test with current data.  You don't have to reach 
 
 5  back years of data.  You don't have to collect a whole 
 
 6  lot of data.  You need this diversion ratio and the 
 
 7  price cost margin. 
 
 8            JUDGE HECHT:  Your time is about up, if you 
 
 9   can wrap up in a sentence or two.  Thank you. 
 
10             PROFESSOR WOROCH:  So I would suggest that one 
 
11   last thing is that which ever approach the Commission 
 
12   adopts, the more traditional concentration approach or 
 
13   upward pricing pressure, that they look outside the two 
 
14   parties and the data and information that they are going 
 
15   to provide as a part of this proceeding for guidance. 
 
16             And one in particular that I think is helpful 



 
17   are natural experiments.  There have been a number that 
 
18   have occurred in this industry.  In the Order it 
 
19   identified the different acquisitions that have occurred 
 
20   over the last 15 years.  Cell companies buying cell 
 
21   companies, and it is the opportunity to do before and 
 
22   after in terms of price. 
 
23             We have also experienced wireless number 
 
24   portability which allows -- again conducts a natural 
 
25   experiment that can track these kind of diversion ratios 
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 1   of where customers go when one of the parties raise 
 
 2   their prices. 
 
 3            At that point, I think I am out of time. 
 
 4            JUDGE HECHT:  Thank you very much. 
 
 5            We will continue with Susan Crawford now. 
 
 6            PROESSOR CRAWFORD:  Thank you very much for 
 
 7  having me here.  It is an honor to be here.  Who says we 
 
 8  are not fun?  Look at that moon ball.  Anything could 
 
 9   happen. 
 
10             I have submitted written testimony for the 
 
11   record, which is substantially longer than my remarks 
 
12   today and it gives my background. 
 
13             After I left the administration, when I 
 
14   rejoined Cardozo in the Fall of 2010, I was careful not 
 



15   to take on any clients or consulting arrangements.  And 
 
16   the Cardozo and Santa Clara have shared the expense of 
 
17   my travel here. 
 
18             I think there are three key points to keep in 
 
19   mind.  First, that the suggested merger sheds light on 
 
20   the fact that we already have and will likely continue 
 
21   to have, a duopoly in the market for wireless access 
 
22   with a yawning, insurmountable gap between the two large 
 
23   players, Verizon and AT&T on the one hand, and everyone 
 
24   else. 
 
25             Second point, that there are insufficient 
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 1   protections in place for innovation in connection with 
 
 2   these wireless networks. 
 
 3            And if this merger is permitted to proceed, 
 
 4  the resulting unregulated duopoly will have ample 
 
 5  incentive and ability to keep profit margins as high as 
 
 6  possible.  By discriminating against uses and services, 
 
 7  these companies believe are undermining their business 
 
 8  plans.  The mere threat of this discrimination will cast 
 
 9   a cloud over investment in new ideas and new ways of 
 
10   making a living which are so important to all of us 
 
11   Americans and particularly for California's 
 
12   entrepreneurs. 
 
13             And third, that California should take the 



 
14   opportunity of this merger to consider what enforceable 
 
15   concessions AT&T could be required to make as a 
 
16   condition of its privilege to continue providing service 
 
17   to Californians, who are among this nation's most; 
 
18   innovative citizens. 
 
19             Society reaps increasing economic returns, 
 
20   this idea of positive reinforced economic returns from 
 
21   the existence of ubiquitous high-speed communications 
 
22   infrastructure. 
 
23             And it is appropriate to incentivize and 
 
24   support the creation of the infrastructure.  But these 
 
25   social returns come because the benefits of ubiquitous 
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 1   general purpose, nondiscriminatory communications 
 
 2   infrastructure spill over to all of us, not just a few 
 
 3  large companies. 
 
 4            The complete discretion already enjoyed by 
 
 5  AT&T and Verizon to capture economic rents and choose 
 
 6  winners and losers from among the companies that use 
 
 7  their networks to launch business of their own means 
 
 8  their private incentives are already not necessarily 
 
 9   aligned with California's social incentives. 
 
10             And the merger between AT&T and T-Mobile is 
 
11   merely going to further solidify this duopoly and will 
 



12   remove from the field a challenger, as Professor Hammond 
 
13   said, who is providing lower cost services, terrific 
 
14   customer service, and taking on the application of the 
 
15   policy realm in Washington.  And it won't result in 
 
16   greater investment in infrastructure, capacity or 
 
17   innovation.  Indeed, like the Comcast MBCU merger 
 
18   approved earlier this year, it's quite difficult to 
 
19   identify the public interest benefits of the 
 
20   combination. 
 
21             So let me talk about each of these three 
 
22   points briefly in the context for the merger. 
 
23             We have had a high concentrated market in 
 
24   wireless transmission for some time.  If the merger goes 
 
25   through, somewhere between 76 percent, if you look at 
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 1   all retail subscribers, and 82 percent of postpaid 
 
 2   wireless subscribers nationwide would be in the hands of 
 
 3  AT&T and Verizon together.  This increases HHI levels 
 
 4  above what DOJ and FCC considers to be highly 
 
 5  concentrated. 
 
 6            AT&T makes the strong argument that the 
 
 7  relevant market is local.  This is Professor Woroch's 
 
 8  first step, what is the market. 
 
 9             AT&T says there is plenty of competition in 
 
10   local markets because Metro PCS and Leap and U.S. 



 
11   Cellular and the apparently doomed LightSquared are also 
 
12   present. 
 
13             This is like asserting that in my former 
 
14   hometown of Washington, there are several football 
 
15   teams.  We have got the Redskins.  We have got the 
 
16   Georgetown University football team, and we have got the 
 
17   Gonzaga football team.  They may all play football, but 
 
18   it is very strange to say that the last two are 
 
19   substitutable for the first. 
 
20             AT&T and Verizon provide reliable nationwide 
 
21   service without extra roaming charges.  And the prepaid 
 
22   players, as Professor Hammond pointed out, offer 
 
23   unsubsidized handsets that are more primitive than what 
 
24   the big guys are providing, routinely impose roaming 
 
25   charges, have puny data plans and reach a much less 
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 1   affluent segment of Americans. 
 
 2             None the less, even taking AT&T at its word 
 
 3  and ignoring the fact that AT&T actually runs its 
 
 4  business on a nationwide basis, the three large markets 
 
 5  in California are already heavily concentrated.  And 
 
 6  AT&T's spectrum holding already premerger exceeds the 
 
 7  trigger for FCC review, the spectrum screen. 
 
 8            These companies have consolidated for very 
 



 9   good reasons.  Wireless is a very high upfront 
 
10   fixed-cost business.  It costs a great deal to install 
 
11   towers, feed them with wires, update those wires to 
 
12   fiber and buy spectrum. 
 
13             In fact, wireless access service has all the 
 
14   hallmarks of a natural monopoly operation.  High upfront 
 
15   costs, sharply declining costs to add additional 
 
16   subscribers and barriers to entry in the form of 
 
17   spectrum licenses and tower approvals.  Very few 
 
18   companies can achieve the scale necessary to make a go 
 
19   of it.  So they routinely combine rather than can 
 
20   compete.  This isn't evil.  This is just the reality of 
 
21   this business place. 
 
22             Spectrum is key to understanding why this has 
 
23   happened.  When the cellular market first shows up in 
 
24   the 1980s, the FCC handed out licenses in each of 302 
 
25   market areas in the United States for free.  Each for 40 
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 1   megahertz of spectrum to two players in each of those 
 
 2   markets.  One a wired player, one a wireless player. 
 
 3            Confronted with a very small scale of the 
 
 4  markets they were given to operate in, those guys didn't 
 
 5  stand a chance.  It was just too expensive to get 
 
 6  something up and running.  It didn't result in a 
 
 7  nationwide wireless marketplace for all of us. 



 
 8            And that 1980s licensing process lead very 
 
 9   predictably to consolidation in the wireless industry. 
 
10   It is the corporate ancestors of AT&T and Verizon who 
 
11   got those very desirable, low-frequency licenses to 
 
12   spectrum in the 850 megahertz range. 
 
13             This advantage is so significant, it is a 
 
14   significant windfall advantage to AT&T and Verizon that 
 
15   can't be replicated by Sprint or T-Mobile, much less 
 
16   those prepaid providers. 
 
17             So there was this enormous gap which increased 
 
18   following the 2008 700 megahertz auction the FCC ran, 
 
19   where there was no spectrum cap.  T-Mobile didn't even 
 
20   enter because the foreclosure value to Verizon and AT&T 
 
21   of keeping another guy out of the business was higher 
 
22   than any market assessment would have been. 
 
23             So I want to underscore the importance of 
 
24   T-Mobile's inability to get access to beachfront lower 
 
25   frequencies.  Data rates go up with T-Mobile's higher 
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 1   frequency, they are in the PCS 1.9 gig band, and in the 
 
 2   8ws band, but the distance data can travel goes down. 
 
 3            So when you get into those gigahertz bands, 
 
 4  which is where T-Mobile is today, you can indeed carry 
 
 5  lots of information, but you might have to have cell 
 



 6  towers at an impossible every hundred yards in order to 
 
 7  do that. 
 
 8            This explains why high frequence Wi-Fi is 
 
 9   faster than commercial wireless, but only goes about 
 
10   150 yards.  This means that a carrier with this lower 
 
11   frequency better spectrum is at a tremendous advantage 
 
12   and can build fewer base stations, and this creates this 
 
13   yawning gap. 
 
14             Never the less, back in January of 2011, 
 
15   T-Mobile's management was feeling pretty optimistic. 
 
16   They had an annual free cashflow between 2.5 and 3 
 
17   billion a year, strong network architecture, the best 
 
18   value proposition for consumers, great customer service 
 
19   and higher margins on revenue than Sprint. 
 
20             And they also said they were optimistic.  Why 
 
21   were they so optimistic?  Because here is the quote, "We 
 
22   are absolutely positive and optimistic about the 
 
23   commercial option in the 700 megahertz D block."  That 
 
24   is, we think we are going to get access to low frequency 
 
25   spectrum which is going to allow us to drive our margins 
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 1   down even further and make a go of it. 
 
 2             When the administration took the possibility 
 
 3  of a commercial 700 megahertz D block off the table, DT 
 
 4  couldn't see a path forward and decided to merge. 



 
 5            One more point on background.  I also suspect, 
 
 6  given my observation of the cable industry, that Verizon 
 
 7  and AT&T tacitly divide the market in California for 
 
 8  wired services that they provide.  You take Sacramento, 
 
 9   I'll take L.A. 
 
10             For the provision of backhaul middle mile 
 
11   links and other services, I think the Commission should 
 
12   look into this matter.  Ninety-five percent of a 
 
13   wireless network is a wire.  It is beyond question that 
 
14   Verizon and AT&T are in a position to tacitly collude, 
 
15   divide markets, and protect their joint interest in 
 
16   pricing power. 
 
17             So second point, because AT&T and Verizon as 
 
18   phone companies have lost the battle on the wired side 
 
19   for data, because it is so much more expensive to dig up 
 
20   the streets and in install more fiber in exchange for 
 
21   copper than it is to upgrade cable electronics, cable 
 
22   has won the battle on the wired side. 
 
23             A lot cheaper to upgrade, really great 
 
24   broadband services for data.  So 90 percent of new 
 
25   broadband subscribers on the wired side are going over 
 
 
 
 
 
 
 
                                                         35 
 
 
 1   to cable.  This means that Verizon and AT&T have to 
 
 2   focus on the separate world of wireless where they are 
 



 3  still ringing out some profits. 
 
 4            Huge threats on the wireless side.  Margins 
 
 5  for data services are a tenth of what they are for 
 
 6  voice, but Americans love data. 
 
 7            So AT&T and Verizon have every incentive to 
 
 8  ensure that their wireless operations keep data usage as 
 
 9   low as possible for as long as possible by managing 
 
10   scarcity.  Using usage-based billing and avoiding 
 
11   installing fiber to their towers wherever they 
 
12   respectively can.  So this merger makes a lot of sense. 
 
13             AT&T and Verizon are trying to force what is 
 
14   actually a natural monopoly utility style communication, 
 
15   much like water and electricity, with its very high 
 
16   upfront costs, sharply declining cost concerns into a 
 
17   profit-making Wall Street attractive service.  The only 
 
18   way to do that is to continue to scale, tighten ration 
 
19   capacity, price discriminate, keep capital costs down 
 
20   and eliminate competitive ideas like the T-Mobile 
 
21   cheaper service, the open development platforms by the 
 
22   Android that T-Mobile was pushing and policy positions 
 
23   that T-Mobile was pushing in D.C.  All of that would 
 
24   undermine this mindset. 
 
25             Folding in T-Mobile by contrast holds the 
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 1   potential for AT&T to add subscribers without addding to 



 
 2   its employee headcount.  So it might permit it to lower 
 
 3  its ratio of employees to subscribers. 
 
 4            So AT&T may say it needs to merge in order to 
 
 5  increase capacity for the flood of data across its 
 
 6  network.  But even doubling the available spectrum for 
 
 7  wireless would not address the flood of data that 
 
 8  Americans want to access over these networks for more 
 
 9   than, let's say, a year.  It wouldn't fix the problem. 
 
10             JUDGE HECHT:  Your time is about up.  If you 
 
11   can, wrap up in a couple of sentences. 
 
12             PROESSOR CRAWFORD:  Sure.  I'd be happy to do 
 
13   it. 
 
14             Verizon and AT&T are admirers of the cable 
 
15   distribution model.  In order to throw off huge fees for 
 
16   distributors and programmers at the same time, you have 
 
17   got to have gatekeeper control over the distribution 
 
18   part of your stream. 
 
19             That is why Facebook and Microsoft like this 
 
20   merger.  They would like to be able to reap the 
 
21   advantages for themselves of that gatekeeper control. 
 
22   That is a huge risk to innovation because it casts a 
 
23   cloud over investment. 
 
24             I have four suggestions for what California 
 
25   should seek to obtain through this merger should it go 
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 1   through. 
 
 2             First of all, AT&T has recently brought free 
 
 3  wireless access to New York City.  Why not bring it to 
 
 4  all of California's major cities? 
 
 5            Second, the grants program run by the 
 
 6  Department of Commerce is making investments giving open 
 
 7  fiber to a variety of community institutions across 
 
 8  America. 
 
 9             AT&T no doubt has ample fiber within the state 
 
10   and the spillover effects for the communities in 
 
11   California that would be served by these anchors would 
 
12   be dramatic. 
 
13             Third, you should enlist AT&T's aid in 
 
14   building community-owned fiber networks, which would 
 
15   bring benefits to the community in which they are 
 
16   located rather than to distant stockholders. 
 
17             And finally, you should get the aid of 
 
18   organizations like CATA to give regulators accurate 
 
19   information about what is happening on AT&T's networks 
 
20   so that we are not creating policy in the dark and 
 
21   opening up AT&T's books. 
 
22             Thank you very much. 
 
23             JUDGE HECHT:  Thank you very much. 
 
24             Now we are going to have 15 minutes of 
 
25   discussion among the panelists and Eric Goldman can 
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 1   chime in as well. 
 
 2             While we forge our discussion, parties should 
 
 3  feel free to fill out question sheets for any questions 
 
 4  you may have for these speakers and get those to one of 
 
 5  the Commission staff at the front who will get them to 
 
 6  me. 
 
 7            So who on the panel would like to begin? 
 
 8            COMMISSIONER SANDOVAL:  Let me start by noting 
 
 9   that this is a sustainable building.  The concrete is 
 
10   not stained.  So the sound that you are hearing is the 
 
11   building deciding it needs to be cooled.  So it is 
 
12   opening and closing the vents.  So please forgive this 
 
13   whirring sound.  It is the building trying to be 
 
14   sustainable.  So with the ecology in mind, we will put 
 
15   up with the noise. 
 
16             PROFESSOR WOROCH:  Well, I have enjoyed all of 
 
17   the panelists' comments.  I did have one comment about 
 
18   something Susan said about wireless access being a 
 
19   natural monopoly.  That in words sounds pretty natural, 
 
20   pretty good.  That's the meaning behind it in terms of 
 
21   costs, which says that if you provide the service with 
 
22   two or more firms, that the cost is going to be higher. 
 
23             Now, I don't know if it is a natural monopoly 
 
24   or not or a natural duopoly, but it suggests that high 
 
25   concentration realizes efficiencies, both on a 
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 1   production side and on the demand side, one of which I 
 
 2   suggested in terms of network effects. 
 
 3            So my question is that, if it is truly the 
 
 4  case of natural monopoly or natural duopoly, shouldn't 
 
 5  there be a tendency to enable concentration either 
 
 6  through merger or organic growth? 
 
 7            PROESSOR CRAWFORD:  That's a terrific 
 
 8  question.  I am glad I get the chance to respond to it. 
 
 9             Because these services are in the nature of a 
 
10   natural monopoly, the question is who wins through that? 
 
11   It is great for the unrestrained, unregulated monopoly 
 
12   provider, which is what we have got now for Internet 
 
13   access in America.  There are no limits on the deals 
 
14   they can make with preferred providers that they -- of 
 
15   content and programming. 
 
16             Think ESPN.  Facebook is just like ESPN.  So 
 
17   Facebook as a programmer wants to be able to make sure 
 
18   that it can command great channel placement and tiering 
 
19   on your handset through its deal with AT&T and Verizon. 
 
20   So those two actors clearly win in a natural monopoly 
 
21   setting. 
 
22             There is no necessary requirement in that 
 
23   world that cost savings, if they exist, are ever passed 
 
24   on to consumers absent regulatory hand, absent some 
 



25   requirement -- as most other developed nations -- that 
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 1   the carrier not be vertically integrated. 
 
 2             A vertically integrated carrier has every 
 
 3  incentive to favor its own stuff.  So winners are 
 
 4  programmers and distributors.  Losers arguably are 
 
 5  consumers because there is no necessary requirement that 
 
 6  prices are any lower, that these efficiencies ever get 
 
 7  passed to them. 
 
 8            Al Jazeera can topple authoritarian regimes, 
 
 9   but they cannot get carried on Comcast.  That's amazing. 
 
10             If you think of this new world in wireless as 
 
11   just like the cable network, which is exactly what is 
 
12   happening, where the gatekeeper controls choose 
 
13   programming and charge for it.  What if you are a new 
 
14   startup that wants to attract investment, but you don't 
 
15   want to deal with the carriers' terms?  You don't want 
 
16   to play their game.  You just want to launch your thing. 
 
17             That is, by the way, what the Internet gave 
 
18   us, innovation without permission.  Another loser in an 
 
19   unregulated natural monopoly setting is innovation. 
 
20             JUDGE HECHT:  Thank you. 
 
21             Any other comments? 
 
22             PROFESSOR HAMMOND:  I just wanted to respond 
 
23   to Glenn's discussion of upper pricing structure and 



 
24   also to Susan. 
 
25             So the question about whether and how many 
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 1   people would scamper elsewhere if AT&T raised its prices 
 
 2   post merger, I would simply respond that if you look at 
 
 3  the competition for low-end consumers, AT&T and Verizon 
 
 4  didn't enter the Internet market until there was 
 
 5  saturation at the upper end.  It would seem to me that 
 
 6  what they were concerned about in part was the fact that 
 
 7  some of their upper customers were starting to gravitate 
 
 8  towards prepay services where they could also get 
 
 9   smartphones.  So we already have at least examples of 
 
10   how that can occur, and I think the CPUC should look 
 
11   into that. 
 
12             I would agree with Susan that the original 
 
13   spectrum allocation created insurmountable advantages, 
 
14   but we are sort of past that now.  And the question 
 
15   becomes what do we do in this particular case? 
 
16             That brings it back to looking at the upward 
 
17   pricing pressure as something that the Commission ought 
 
18   to be looking at. 
 
19             PROESSOR CRAWFORD:  Just to follow up on that, 
 
20   I think it is worth noting that the cable world is 
 
21   playing out the same way as the wireless world.  That 
 



22   big cable providers are focussing on the richest 
 
23   Americans, the ones who can pay the most and the ones 
 
24   who are happy to see or don't really care if prices go 
 
25   up all the time and is serving this market.  They are 
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 1   unaffected by the competition from the prepaid 
 
 2   competitors. 
 
 3            T-Mobile's management saw this.  There is a 
 
 4  great quote back in January where the CEO says, boy, you 
 
 5  can charge a lot more in America than you can in 
 
 6  Germany.  People seem to be price insensitive.  So he 
 
 7  called it a benign pricing environment. 
 
 8            So that is the context in which Verizon and 
 
 9   AT&T want to reap their private increasing returns from 
 
10   this existing infrastructure and natural monopoly 
 
11   investment they have made. 
 
12             So in our country there is stark information 
 
13   divide.  The rich are getting richer.  The poor are 
 
14   getting poorer.  And that can't be right as a matter of 
 
15   national policy. 
 
16             Back in 1900 the richest Americans thought 
 
17   that electricity was a luxury.  Something that really 
 
18   should only be enjoyed by the rich and not everybody 
 
19   else. 
 
20             Now in Washington the richest Americans and 



 
21   the richest policy makers are suggesting that 
 
22   smartphones in very fast speeds should only be for those 
 
23   who can afford it, and that it is going to be very 
 
24   expensive.  That is a real risk to America's future as a 
 
25   successful democracy to have this in place. 
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 1             These are not luxuries.  They are not now 
 
 2   essentials.  And we are seeing a hollowing out of middle 
 
 3  of the communication marked just as we are seeing a 
 
 4  hollowing out of America at the same time. 
 
 5            PROFESSOR HAMMOND:  I would just add that one 
 
 6  of the things that CETF found out when it conducted its 
 
 7  survey is that there is no illusion of in terms of the 
 
 8  low income individuals in California, that broadband is 
 
 9   important.  They certainly get it.  They understand that 
 
10   it is important.  It is about whether they can get it in 
 
11   terms of being able to afford it and acquire the 
 
12   necessary platform to get on. 
 
13             JUDGE HECHT:  Go ahead, Mr. Woroch. 
 
14             PROFESSOR WOROCH:  I just wanted to make one 
 
15   observation about innovation, and I think I am not going 
 
16   out on a limb here by saying that the biggest innovation 
 
17   in the wireless industry in this country, maybe beyond, 
 
18   in the last five years is the Apple iPhone. 
 



19             Notice that it was a handset maker who had 
 
20   never made a handset who was responsible for that 
 
21   innovation.  The carriers tripped over one another to 
 
22   get rights to it.  Eventually Verizon and AT&T got 
 
23   rights to it. 
 
24             I would suggest -- and here I am getting into 
 
25   forecasting which I already said was a dangerous area, 
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 1   but I would suggest that after the merger, the next 
 
 2   iPhone, whatever that may be, whatever that innovation 
 
 3  may be, they are going to trip over one another to get 
 
 4  it on to their network. 
 
 5            Now, that suggests that there is strong 
 
 6  incentives at the carrier level to innovate.  It also 
 
 7  teaches us that we don't focus specifically at the 
 
 8  carrier level to find innovation.  At least at this 
 
 9   point, it is occurring upstream and in handsets and in 
 
10   application plaforms. 
 
11             PROFESSOR HAMMOND:  It is not just occurring 
 
12   upstream, though.  It is also occurring at the low end. 
 
13   What manufacturers have done is increase the number of 
 
14   features that are available on feature phones.  Moving 
 
15   them into the status of being maybe weaker but still 
 
16   smartphones.  So there is pressure and innovation there. 
 
17   But that pressure goes away if there are fewer 



 
18   competitors on the low end to force the price down at 
 
19   the top. 
 
20             PROESSOR CRAWFORD:  I think we are missing a 
 
21   little part of this discussion, which is it is only by 
 
22   the carriers' permission that anybody gets to introduce 
 
23   a handset into their network. 
 
24             Everybody loves Apple's design, but Apple 
 
25   again is like ESPN, this gigantic player that has the 
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 1   leverage to make the carriers go along with what it 
 
 2   wants. 
 
 3            If you are small -- try being Nokia -- not 
 
 4  small, but somebody who isn't Apple, or you are just 
 
 5  somebody graduating from college today, you cannot 
 
 6  introduce a handset into this ecosystem without AT&T and 
 
 7  Verizon's permission.  Again think Al Jazeera.  You 
 
 8  can't get carriage on this network unless you play by 
 
 9   their terms. 
 
10             So they may in the abstract have the 
 
11   incentives to encourage the adoption of better handsets. 
 
12   But giving to a single or two private actors to choose 
 
13   winners and losers -- handsets that get adopted and 
 
14   don't -- cuts down on the ability of a new actor to 
 
15   attract investment to invent something we can't imagine. 
 



16             JUDGE HECHT:  Are there any further comments 
 
17   before we move on to questions from the party's? 
 
18             (No response.) 
 
19             JUDGE HECHT:  I am going to take the first 
 
20   question.  And this I think is more of a clarification. 
 
21   It comes from Chris Whitteman from the CPUC staff. 
 
22             And his question states, Professor Woroch 
 
23   seems to say that wholesale input, such as backhaul and 
 
24   spectrum, are not primary to analysis of this merger. 
 
25   And he just wants to confirm whether that is an accurate 
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 1   representation of what Glenn Woroch said and wants to 
 
 2   find out what the other panelists think on that issue 
 
 3  specifically. 
 
 4            PROFESSOR WOROCH:  I certainly think that it 
 
 5  should be considered.  My example was that you should be 
 
 6  concerned about competition, not competitors.  And if 
 
 7  there as a result of the merger it was possible to raise 
 
 8  wholesale costs, then that is a competitive threat. 
 
 9             So, no, I certainly am concerned about 
 
10   so-called raising rivals' costs through the input market 
 
11   and that would be one example. 
 
12             PROESSOR CRAWFORD:  This actually has already 
 
13   happened.  Before the merger, Politico reported in late 
 
14   June that backhall business is threatened by alleged 



 
15   reciprocal arrangements between AT&T and Verizon to 
 
16   provide infrastructure to connect each other's wireless 
 
17   data traffic.  So I will carry yours, you carry mine, 
 
18   let's just make sure nobody else gets these contracts. 
 
19             It is a June 21st story, if you want to look 
 
20   it up.  It is called AT&T Verizon Packed Alarms Backhaul 
 
21   Providers. 
 
22             So it is beyond question that AT&T and Verizon 
 
23   have the market power and smarts to work together on the 
 
24   wireless part of this ecosystem as well as the wired 
 
25   parts.  And control over special access and backhaul are 
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 1   crucial elements to this merger that the Commission 
 
 2   should examine. 
 
 3            PROFESSOR HAMMOND:  I was going to say that 
 
 4  backhaul and roaming are issues especially for 
 
 5  competitors who are not facilities-based themselves or 
 
 6  are only regional facilities-based carriers, but who 
 
 7  want to be national.  So I think you do have to look at 
 
 8  those things as well. 
 
 9             JUDGE HECHT:  Thank you very much. 
 
10             Before we get to the other question that I 
 
11   have, if you do have any questions for this panel, for 
 
12   these parties, please get them to the Commission staff 
 



13   at the front of the room.  I believe our staff person, 
 
14   Roland, is available to carry those for you. 
 
15             With that we have a second and possibly last 
 
16   question from April Mulqueen.  This is directed 
 
17   specifically at Professor Crawford, and then we can have 
 
18   any follow-up responses from other panelists. 
 
19             April Mulqueen asks, Comcast might not carry 
 
20   Al Jazeera, but Roku boxes do. 
 
21             And competition has already begun to address 
 
22   cable companies control over programming.  Can you 
 
23   comment on the likelihood of similar competitive forces 
 
24   in the wireless industry? 
 
25             PROESSOR CRAWFORD:  It is a very useful 
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 1   question.  Let me just repeat the idea.  So I was 
 
 2   saying, look, Al Jazeera can't get carriage on the cable 
 
 3  channel part of the world and you should consider 
 
 4  wireless the same. 
 
 5            All we are talking about here are IP traffic 
 
 6  connections.  So cable has a giant pipe and it has 
 
 7  decided to divide -- give a few channels, three of them, 
 
 8  to Internet access, and everything else is its stuff. 
 
 9   And there is no necessity that the three channels stay 
 
10   three channels or stay useful.  And it has ample 
 
11   opportunity, incentive, all kinds of things to play with 



 
12   routing, degrade performance in ways that are very hard 
 
13   for consumers to figure out, all in the name of 
 
14   reasonable network management for services or products 
 
15   if views to be undermining its business plans. 
 
16             So reasonable network management is just 
 
17   another word for discrimination.  And certainly on the 
 
18   wired side that is getting to be more and more 
 
19   technically possible.  On the wireless side, we don't 
 
20   even have a pretense of straightforward routing and 
 
21   treatment of packets. 
 
22             We are already treating wireless carriers like 
 
23   media companies.  There are wild stories of sending some 
 
24   packets to Amsterdam for billing purposes and getting it 
 
25   back to Santa Clara.  So experienced latency, and the 
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 1   consumer says, I don't like that service, I am never 
 
 2   doing that again.  And there is no regulatory constraint 
 
 3  on the ability of a wireless carrier to favor some 
 
 4  transmissions over others right now.  Just none. 
 
 5            So LTE, this new protocol that everybody talks 
 
 6  about, is optimized on billing and choosing and deciding 
 
 7  which stuff comes first.  That's its primary task is to 
 
 8  keep average revenue per user up.  Profit margins up. 
 
 9             So the adoption of LTE is yet another tool in 
 



10   the set tools for wireless carriers who are already not 
 
11   constrained in terms of the discrimination they can 
 
12   carry out on their networks. 
 
13             JUDGE HECHT:  Any comments on this from the 
 
14   other panelists?  Doesn't look like it. 
 
15             Okay, that is the last question that I have 
 
16   from people in the audience, so I am going to turn it 
 
17   over to Commissioners Sandoval and Simon and ask if you 
 
18   have any questions. 
 
19             COMMISSIONER SIMON:  Professor Crawford, as 
 
20   you have referenced it -- I know you are not the only 
 
21   one who has made this statement that we are looking at a 
 
22   duopoly in the wireless market. 
 
23             In this regard, I know you mentioned that the 
 
24   D-block auction that pretty much drove Deutsche Telekom 
 
25   into being a seller here in this country.  As a 
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 1   regulator, though, you have an inevitable transaction. 
 
 2   How do you view this if you were in a regulator's shoes? 
 
 3  This company is for sale, somebody is going to purchase 
 
 4  it. 
 
 5            The question becomes can that purchaser be 
 
 6  AT&T, and if not, why not? 
 
 7            PROESSOR CRAWFORD:  I am not taking the 
 
 8  position on whether or not the Commission should 



 
 9   consider blocking the merger.  I think that is 
 
10   inappropriate for me sitting here today. 
 
11             I do think that we all need to wake up and 
 
12   realize that these services are in the nature of 
 
13   utilities.  So the occasion of the merger should provide 
 
14   the prompt for any regulator to say, okay, given that we 
 
15   have got a commodity service that everybody needs in 
 
16   order to survive, but we seem to have no regulatory 
 
17   purchase on the terms and conditions under which that 
 
18   commodity is provided, what do we do? 
 
19             Too often, telecommunications policy is made 
 
20   in the context of mergers.  Probably shouldn't happen 
 
21   that way, but it sort of focuses the mind for the 
 
22   regulator.  They say, oh, here comes a company buying 
 
23   somebody else up.  What should we do to carry out the 
 
24   social purposes for California or the national 
 
25   government? 
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 1             I think it is a very hard problem for this 
 
 2   State Commission to figure out how to incentivize 
 
 3  investments so that all Californians get vast open 
 
 4  broadband infrastructure.  That should be our goal. 
 
 5  Because those incentives come through competition. 
 
 6            It is hard for one state to figure out how to 
 



 7  drive competition on its own and create a patchwork of 
 
 8  relationships where AT&T's relationships in California 
 
 9   would be different than they would be in the rest of the 
 
10   country. 
 
11             So I guess long story short, I am not sure 
 
12   what you should do in this context as a state regulatory 
 
13   commission.  I don't think you can create competition 
 
14   and create the cross-subsidies and everything else that 
 
15   are necessary to serve all of your citizens in the 
 
16   context of this merger. 
 
17             I am hopeful that the merger raises the 
 
18   profile of this entire issue on both the wireless and 
 
19   the wired side and causes Americans to realize that just 
 
20   as in the banking sector, we have banks that are too big 
 
21   to fail and are hurting Americans.  On the broadband 
 
22   infrastructure side, we have got the same problem. 
 
23             And where the heft and the will and sort of 
 
24   political energy is going to come from to change the 
 
25   situation is hard to see. 
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 1             I sometimes think my generation just blew it 
 
 2   and our students are the ones who are going to figure 
 
 3  out how to take back the reins and ensure like other 
 
 4  developed nations are doing, Australia, Japan, Korea, 
 
 5  the northern European countries is that the role of 



 
 6  government is to ensure this basic level of 
 
 7  communications infrastructure as fast as possible. 
 
 8            Given the political heft of the companies 
 
 9   involved, it is going to be extremely difficult. 
 
10             COMMISSIONER SIMON:  Did anyone else on the 
 
11   panel want to respond? 
 
12             PROFESSOR HAMMOND:  I go back to something I 
 
13   said last week.  Just because it is hard doesn't mean we 
 
14   shouldn't do it, but realistically the Commission at the 
 
15   very least needs to be asking questions and figuring out 
 
16   precisely what is going on.  That is the only way you 
 
17   are going to be able to advise the national government 
 
18   of what you think they ought to do.  And that is the 
 
19   best protection that the state will have for its own 
 
20   policy and its own citizens. 
 
21             PROFESSOR WOROCH:  I would like to add a 
 
22   little historical perspective.  And really say how 
 
23   amazing this industry is.  Think about it, 25 years ago 
 
24   there were no cell phones.  Today there are over 
 
25   300 million cell phones and a good percentage of those 
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 1   are smartphones.  Why?  A lot of reasons. 
 
 2   Microelectronics and other technical development, but a 
 
 3  major one is lack of regulation. 
 



 4            I would feel for you if you would add to your 
 
 5  plate managing this very dynamic, ever-changing industry 
 
 6  in addition to your regular duties. 
 
 7            PROESSOR CRAWFORD:  Just to add very briefly 
 
 8  to that.  The Internet would not have happened absent 
 
 9   government intervention.  Just wouldn't have happened. 
 
10             Unless telephone operators had been required 
 
11   not to discriminate against communications crossing 
 
12   their lines, and hadn't been required to allow Internet 
 
13   service providers to be reached through their networks 
 
14   and to share their networks, we would not have a 
 
15   commercial Internet and the explosive growth that has 
 
16   occurred as a result. 
 
17             Government intervention ensures that 
 
18   technology can take off.  It doesn't arise by magic. 
 
19   There are always gatekeepers and incumbents who want to 
 
20   make sure that the spillovers, the externalities go into 
 
21   their pockets.  That they take a chunk of the revenue 
 
22   that is generated.  We have always had the idea that we 
 
23   should have general purpose networks for communications. 
 
24   We did it with telephone.  We did it with telegraph, 
 
25   because these increasing social returns only happen with 
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 1   a level playing field, and that level playing field 
 
 2   requires government intervention.  There is no bad 



 
 3  intent here.  These are profit-making companies who need 
 
 4  too maximize their margins in the face of a very 
 
 5  difficult economic context. 
 
 6            JUDGE HECHT:  We have about five minutes left 
 
 7  for this panel. 
 
 8            COMMISSIONER SIMON:  I will turn it over to 
 
 9   Commissioner Sandoval. 
 
10             COMMISSIONER SANDOVAL:  Thank you very much, 
 
11   Commissioner Simon, and thank you panelists. 
 
12             One question I have for Professor Woroch is 
 
13   with regard to the classic price test, if the price of 
 
14   one service were to rise by five percent, would people 
 
15   switch? 
 
16             So it raises interesting questions when you 
 
17   are comparing AT&T and T-Mobile.  AT&T does have some 
 
18   extremely low-priced services.  We learned last week 
 
19   that AT&T has some 9.95 services.  It has few of those. 
 
20             I know I pay over $100 a month, but it may be 
 
21   the nature of my plan.  But in many instances, AT&T's 
 
22   prices are significantly higher than T-Mobile.  So if 
 
23   the price of an AT&T service were to increase by 
 
24   five percent, would that AT&T subscriber switch to 
 
25   T-Mobile? 
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 1             The difference is already are such a big apple 
 
 2   and orange, it raises the question of whether or not 
 
 3  there is, in fact, a differentiated product market of 
 
 4  low-priced services verses high-priced services. 
 
 5            Similarly for T-Mobile customers, again, if 
 
 6  the price of T-Mobile were to increase by five percent, 
 
 7  would they switch to AT&T? 
 
 8            AT&T's prices on the whole -- please correct 
 
 9   me if I am wrong -- are way over five percent higher 
 
10   than T-Mobile's prices. 
 
11             The last question I would like to add into 
 
12   that before you answer that is, one of the ideas about 
 
13   using data to determine if T-Mobile's prices would rise, 
 
14   would the customer switch to AT&T? 
 
15             I would like to suggest that the prepaid 
 
16   market adds complications to be able to use number 
 
17   portability to track that.  Because there are rules 
 
18   under the North American Numbering plan that if you let 
 
19   your plan go fallow for too long, beyond 60 days, that 
 
20   you will lose your number. 
 
21             So people don't always keep their same number. 
 
22   And I know that especially for low-income and immigrant 
 
23   communities some of the research that has been done 
 
24   through the Social Sciences Research Council has 
 
25   frequent number switching because people can't afford to 
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 1   keep it up month to month. 
 
 2             So I want to suggest that also number 
 
 3  portability may be an imperfect way to measure 
 
 4  substitution.  So in light of that, what other data 
 
 5  would you suggest to look at substitution as well as 
 
 6  market definition? 
 
 7            PROFESSOR WOROCH:  That is an issue that you 
 
 8  have raised that has been confronted in many mergers. 
 
 9   High tech, low tech, of all kinds, and that is that the 
 
10   products of the parties are differentiated in small and 
 
11   big ways.  And it is certainly the case here. 
 
12             Typically what is done is, you look at 
 
13   historical data and look at what individuals subscribe 
 
14   to in the prices that they face for all the different 
 
15   carriers and infer from that the willingness to 
 
16   substitute between the two. 
 
17             In other words, an average family facing those 
 
18   two different plans, high cost, high service or high 
 
19   quality AT&T plan, and a more bare bones, low-priced 
 
20   T-Mobile plan, if they choose one over the other, they 
 
21   are voting with their feet, and that will show up in the 
 
22   historical data. 
 
23             Now, it would be correlated with the family 
 
24   income, their age, number of children in the household, 
 
25   other demographics.  But you could learn the ability 
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 1   which the average consumer is willing to trade off 
 
 2   conditional on their demographic characteristics. 
 
 3            Now, that is a very heavily data-intensive 
 
 4  exercise, because there are a lot of services.  It goes 
 
 5  back in time.  One of the reasons why the upward pricing 
 
 6  pressure methodology was developed is to deal with the 
 
 7  differentiated products. 
 
 8            So rather than trying to get the fine details 
 
 9   of trading off bundles of minutes or buckets of minutes 
 
10   verses data rates verses all different tradeoffs, simply 
 
11   say, if they raise their price, follow those consumers. 
 
12             Some of the implementations of this actually 
 
13   approach customers.  I believe it was in the Whole 
 
14   Foods/Wild Oats merger where they interviewed customers 
 
15   at the grocery stores, well, if you didn't shop here at 
 
16   Whole Foods, where would you have gone?  Would you have 
 
17   gone to Wild Oats?  Would you have gone to Safeway?  So 
 
18   they actually are collecting the data on the diversion 
 
19   ratio.  It is a much less data-intensive.  I don't know 
 
20   if you want to conduct a survey, but it may be already 
 
21   available. 
 
22             I think your point about wireless number 
 
23   portability not being terribly helpful is a good one.  I 
 
24   haven't given thought to the alternatives. 
 
25             JUDGE HECHT:  All right.  Any further comments 
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 1   on this question from either Allen Hammond or Susan 
 
 2   Crawford? 
 
 3            And I will preface that by saying we are about 
 
 4  out of time for this panel, but please go ahead if you 
 
 5  have something. 
 
 6            (No response.) 
 
 7            JUDGE HECHT:  Having discouraged our speakers, 
 
 8  I will have us take our morning break.  It is just after 
 
 9   11:00 a.m.  We are about 15 minutes behind.  I would 
 
10   like to pick back up at 11:10, about a seven- or 
 
11   eight-minute break. 
 
12             (Luncheon recess.) 
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 1           (Panel discussing Users and Innovation from  
 
 2  11:14 a.m. to 12:11 p.m. 
 
 3           Panelists:  MONA TIERNEY-LLOYD, EnerNOC, Inc.;  
 
 4  JIM HAWLEY, TechNet; BLAIR SWEDEEN, Placecast; ANITA  
 
 5  TAFF-RICE, Box Top Solutions.) 
 
 6           JUDGE HECHT:  We'll be back on the record.   
 
 7           It is time for our second panel made up of  
 
 8  application providers and other wireless platform users  
 
 9  who will discuss how they employ the platform to reach  
 
10  consumers through mobile, data, text, voice, video and  
 
11  anything else that they would like to discuss. 
 
12           Our panel members are Mona Tierney-Lloyd, Jim  
 
13  Hawley, Blair Swedeen, and Anita Taff-Rice.  They will  
 
14  introduce themselves, and they will each have seven  
 
15  minutes to speak.  I will again emphasize that's up to  
 
16  seven minutes.  Less is fine. 
 
17           Please begin by introducing yourselves and  
 
18  providing your job title and relationship, if any, to  
 
19  the parties in this proceeding just like on our other  
 
20  panels, and we will begin with Ms. Tierney-Lloyd. 
 
21           MS. TIERNEY-LLOYD:  Thank you very much, ALJ  
 
22  Hecht, Commissioner Sandoval and Commissioner Simon and  
 
23  to Santa Clara University for hosting.  This is my first  
 
24  time here.  Very nice campus. 
 



25           My name is Mona Tierney-Lloyd.  I'm the  
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 1  director of Internet affairs for EnerNOC, Incorporated.   
 
 2  EnerNOC provides energy management solutions for  
 
 3  commercial, industrial, agricultural and industrial  
 
 4  customers.  These energy solutions include demand  
 
 5  response, energy efficiency, and for the folks in the  
 
 6  audience who may not be familiar with the energy side,  
 
 7  demand response is the reduction in demand in response  
 
 8  to market signals or incentives. 
 
 9           We provide payments to customers to reduce  
 
10  their demand, and we aggregate those individual  
 
11  customers into a portfolio that is provided to utilities  
 
12  and to system operators for maintaining the reliability  
 
13  of the system. 
 
14           We also provide data-driven energy efficiency  
 
15  services that provide detailed usage information to  
 
16  individual customers to improve the efficient use of  
 
17  electricity at their locations. 
 
18           Energy efficiency and demand response are  
 
19  preferred resources in the State of California because  
 
20  they together reduce the need to build new power plants,  
 
21  and can displace less efficient more polluting or more  
 
22  costly generation, and, for example, ten percent of  
 
23  utility investments in infrastructure are built to meet  
 
24  peak demand, which represents about three percent of the  
 



25  hours in the year. 
 
 
 
 
                                                                     61 
 
 1           By reducing demand, you reduce the need to  
 
 2  build to meet those peak demands. 
 
 3           EnerNoc's services also are part of the clean  
 
 4  energy and clean technology services that reduce  
 
 5  aggressive -- that meet the aggressive greenhouse gas  
 
 6  reduction goals, and across EnerNoc's footprint we've  
 
 7  reduced CO2 emissions by 110,000 tons. 
 
 8           We have about 200 megawatts of capacity in  
 
 9  California including with PG&E, and 6300 megawatts of  
 
10  capacity under management in the United States, Canada  
 
11  and Great Britain.   
 
12           And to put that in perspective, an average  
 
13  power plant is about 3500 to a thousand megawatts.  So  
 
14  this represents between 5 to 10 very large power plants. 
 
15           We also, as I said, pay our customers to  
 
16  participate so we provide about 358 million dollars in  
 
17  payments to our customers.   
 
18           So EnerNOC stands for Energy Network Operating  
 
19  Center.  Our network operating center is available 365  
 
20  days a year, 24 hours a day so that we can dispatch  
 
21  demand response upon notification. 
 
22           We provide -- in order for us to be successful,  
 
23  we need to receive dispatch instructions from either the  
 
24  utilities or system operators, and we need to reliably  
 
25  deliver those instructions to our customers in our  
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 1  portfolio. 
 
 2           So in order to do that, we're dependent upon  
 
 3  mobile and text platforms.  We need access to real time  
 
 4  usage information from our customers with their consent  
 
 5  so that we can monitor their real time usage of  
 
 6  electricity and also to monitor their performance in  
 
 7  response to demand response events. 
 
 8           It's absolutely critical foreigner knock to  
 
 9  have and maintain near real time data access of its  
 
10  customers' performance in order to meet its performance  
 
11  commitments.  Otherwise system reliability can be  
 
12  threatened, and it also impairs EnerNoc's ability to  
 
13  earn revenues and to pay customers. 
 
14           In order to do this, EnerNOC installs something  
 
15  that's called our EnerNOC site server at each customer  
 
16  location.  This includes access to a power source, a  
 
17  backup battery and a communication source, either  
 
18  wireless or hard wired.  At present the majority of our  
 
19  EnerNOC site servers use mobile networks to communicate  
 
20  customer information to our network operating center.   
 
21  That's about 758 to 80 percent of our customers' sites  
 
22  use wireless, and that represents about 15,000 devices. 
 
23           EnerNOC uses various means to communicate with  
 
24  its customers to provide notification of aspect demand  
 
25  response event.  That includes e-mail, voice mail and  
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 1  text D we can initiate our demand response events in  
 
 2  some instances through text messaging. 
 
 3           In the future EnerNOC expects to use the text  
 
 4  platform to an even larger extent. 
 
 5           So obviously a reliable, mobile and text  
 
 6  network is critical for EnerNOC to provide its services  
 
 7  in a reliable manner.  Reliable reliability to EnerNOC  
 
 8  means that we have continuous visibility into our  
 
 9  customer locations and can reliably communicate with  
 
10  those customers when demand response events are called,  
 
11  and also to provide a reliable communication to utility  
 
12  and system operators. 
 
13           Therefore, the quality of a mobile and text  
 
14  service provider is very important to EnerNOC.  We're  
 
15  rapidly expanding throughout the country, and in certain  
 
16  international locations.  So the importance of having a  
 
17  ubiquitous access to wireless and text technologies is  
 
18  also very important to us, and then lastly, having  
 
19  competitive rates for wireless and text services is also  
 
20  very important. 
 
21           That pretty much concludes my comments.  I'll  
 
22  just also mention that we are serving customers on I'll  
 
23  say both sides of the issue of this merger.  EnerNOC is  
 
24  not taking a position on the merger, and thank you very  
 
25  much. 
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 1           COMMISSIONER SANDOVAL:  Thank you. 
 
 2           JUDGE HECHT:  Thank you very much.  Now we'll  
 
 3  continue with Jim Hawley. 
 
 4           MR. HAWLEY:  ALJ Hecht and Commissioner  
 
 5  Sandoval, Commissioner Simon, thank you. 
 
 6           I'm Jim Hawley.  I'm senior vice president of  
 
 7  TechNet.  That is the bi-partisan network of CEOs  
 
 8  committed to policies to strengthen our nation's  
 
 9  innovation-driven global competitiveness.  Our     
 
10  members -- and I would say both parties are members of  
 
11  ours.  But our members represent the nation's leading  
 
12  technology companies, large and small, in sectors as  
 
13  diverse as hardware, software, Internet commerce,  
 
14  biotechnology, clean energy, networking and venture  
 
15  capital.   
 
16           TechNet appreciates the commission's very  
 
17  careful consideration of the issues related to this  
 
18  merger.  We are pleased to have the opportunity to  
 
19  comment on some of the technology-related issues of  
 
20  interest to the commission. 
 
21           TechNet has long advocated on behalf of  
 
22  policies to strengthen broadband.  Simply put, a strong  
 
23  broadband network is a critical driver of California's  
 
24  technology center as it represents a platform upon which  
 
25  many sectors build their businesses, and that's from  
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 1  hardware to software to more recently app, mobile  
 
 2  applications, social networking, sectors like that.   
 
 3           And as you may recall and as reported in the  
 
 4  Wall Street Journal recently, California's technology  
 
 5  center with some of these sectors has been one of the  
 
 6  key drivers in driving employment growth in this state  
 
 7  earlier in the first half of this year. 
 
 8           COMMISSIONER SANDOVAL:  Can you bring the  
 
 9  microphone a little closer, please? 
 
10           MR. HAWLEY:  I'm sorry. 
 
11           All this growth depends on a robust high-speed  
 
12  network, and that's why TechNet has consistently  
 
13  supported strong national and California broadband  
 
14  deployment and adoption policies, including innovations  
 
15  pioneered by this commission, particularly the  
 
16  California advanced services fund. 
 
17           With respect to this transaction, TechNet sees  
 
18  opportunities for job-creating investments in the  
 
19  combined network, as well as an opportunity to ease  
 
20  constraints on the utilization of increasingly scarce  
 
21  spectrum. 
 
22           Notwithstanding the global economic challenges,  
 
23  Internet use continues to rise very rapidly.  We are  
 
24  experiencing high growth and potential in many  
 
25  bandwidth-intensive sectors:  streaming video, mobile  
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 1  computing, video conferencing, cloud computing, and an  
 
 2  explosion in mobile applications. 
 
 3           In 2004 world monthly Internet traffic for the  
 
 4  first time passed the milestone of 1 billion gigabytes,  
 
 5  one exabyte. 
 
 6           Last year monthly Internet traffic topped 20  
 
 7  exabytes, and according to the Cisco Visual Networking  
 
 8  Index, the leading authority on worldwide Internet  
 
 9  traffic, by 2015, just four years from now, that figure  
 
10  will be more than 80 exabytes per month.  Most of this  
 
11  growth will occur outside of North America and Europe. 
 
12           Wireless traffic, mobile broadband is growing  
 
13  even faster, literally exploding.   
 
14           While IP traffic from fixed Internet is  
 
15  expected to increase in an annual growth rate of about  
 
16  32 percent over the next four years, mobile data traffic  
 
17  is increasing exponentially faster at about 92 percent  
 
18  annually. 
 
19           Several key data points to keep in mind.   
 
20           First, we are experiencing a dramatic rapid  
 
21  proliferation of devices.   
 
22           In 2010 we had one device per capita  
 
23  worldwide.  We will have two by 2015.  That's basically  
 
24  a doubling in five years. 
 
25           Two, a growing amount of Internet traffic is  
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 1  originating with non-PC devices.  So the traffic balance  
 
 2  is shifting from traditional PCs and towards more  
 
 3  portable products like phones and tablets. 
 
 4           In 2010 only three percent of the Internet  
 
 5  traffic originated from non-PC devices. 
 
 6           By 2015 it will be 15 percent. 
 
 7           Put another way, while PC originated traffic  
 
 8  will grow at a compound annual growth rate of about 32  
 
 9  percent, 33 percent, traffic on smartphones is growing  
 
10  annually at 144 percent.  The growth in tablets is 216  
 
11  percent. 
 
12           Three, traffic from wireless devices will  
 
13  exceed traffic from wired devices by 2015. 
 
14           In 2010 traffic from wired devices accounted  
 
15  for about two-thirds of IP traffic.   
 
16           By 2015 wired devices will account for less  
 
17  than half of the traffic, while wi-fi and mobile devices  
 
18  will account for more than half. 
 
19           Globally mobile data traffic will increase 26  
 
20  times between 2010 and 2015.  That is from less than one  
 
21  quarter of one exabyte per month in 2010 to 6.3 exabytes  
 
22  per month by 2015. 
 
23           While these are all projections, they all at  
 
24  this point are a huge opportunity, one that California  
 
25  with its wealth of human talent and creativity is well  
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 1  positioned to exploit.   
 
 2           California is on the cutting edge of many of  
 
 3  the most exciting sectors, including social networking,  
 
 4  cloud, mobile applications, online games and telehealth,  
 
 5  to name just a few sectors. 
 
 6           This phenomenal growth will continue to depend  
 
 7  on a robust broadband network, including one with  
 
 8  dramatically improved wireless capability.  For this  
 
 9  reason the availability of spectrum is of vital interest  
 
10  to TechNet and our members, and increasing the  
 
11  availability of spectrum has been a top priority for us  
 
12  in our work with the FCC, particularly.   
 
13           Increased broadband spectrum will allow our  
 
14  members to grow their businesses in their technology,  
 
15  services, and software and equipment that will make  
 
16  possible new applications, social networking, mobile  
 
17  banking and payments, digital learning, telehealth,  
 
18  clean energy, as Mona just pointed out, and countless  
 
19  other activities.   
 
20           And while spectrum is in finite supply, we can  
 
21  effectively increase it by maximizing opportunities to  
 
22  use it more efficiently. 
 
23           As the commission considers this merger, we  
 
24  urge you to carefully consider the important opportunity  
 
25  to achieve efficiencies in the use of Spectrum.   
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 1           Both the companies subject to the merger use  



 
 2  GSM technologies.  They also possess complementary  
 
 3  spectrum assets that when combined promise efficiency in  
 
 4  the use of spectrum, that effectively increase the  
 
 5  overall supply. 
 
 6           Important efficiencies can be gained, including  
 
 7  a much more rapid rollout of a national 4G network.   
 
 8           We think this is consistent with the goal laid  
 
 9  out in the national broadband plan to increase the  
 
10  availability of spectrum.  The plan points to the  
 
11  rapidly growing demand for spectrum in America and  
 
12  spectrum's role as, quote, the great enabler for social  
 
13  and economic development.   
 
14           Achieving greater efficiencies in spectrum use,  
 
15  denser cell tower layouts, freeing up spectrum that is  
 
16  now used for control channels, increasing utilization  
 
17  efficiencies can allow us to make better use of our  
 
18  existing spectrum, strengthen our broadband and  
 
19  infrastructure and make it more widely available, and  
 
20  sharpen our competitiveness and job creation potential. 
 
21           Commissioner Sandoval, Commissioner Simon, ALJ  
 
22  Hecht, thank you very much.  We're happy to answer any  
 
23  questions you have. 
 
24           JUDGE HECHT:  Thank you very much.   
 
25           And now we will continue with Blair Swedeen. 
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 1           MR. SWEDEEN:  Thank you, Administrative Law  
 



 2  Judge Hecht.   
 
 3           Can everyone hear me okay? 
 
 4           JUDGE HECHT:  Speak a little more into the  
 
 5  microphone. 
 
 6           MR. SWEDEEN:  This is as close as I can get. 
 
 7           So thank you, Administrative Law Judge Hecht,  
 
 8  Commissioner Sandoval and Commissioner Simon. 
 
 9           First, I just wanted to state that we're coming  
 
10  from a slightly different perspective, and wanted to  
 
11  lend our perspective to the discussion.   
 
12           I run business development for a venture-backed  
 
13  startup called Placecast.  We work in partnership with  
 
14  multiple carriers here in the U.S., including T-Mobile  
 
15  and AT&T to deliver a mobile marketing service  
 
16  leveraging network assets, which is fairly unique  
 
17  relative to the smartphone centric ecosystem that much  
 
18  of the discussion will center on.  We're actually  
 
19  leveraging different network assets.  So that's what  
 
20  I'll be focusing on. 
 
21           As a company we are six years old.  Very much  
 
22  focused on building a scalable business on the back of  
 
23  network infrastructure that is connecting marketers with  
 
24  consumers, leveraging their real-time location on an  
 
25  opt-in basis.   
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 1           So this allows consumers on any phone, feature  
 
 2  phones and smartphones to be able to receive coupons,  



 
 3  discounts, promotions, whatever it might be based on the  
 
 4  real-time location, which what is unique about that  
 
 5  relative to many of the perspectives you will hear is  
 
 6  that we do not leverage the data channel.  We leverage  
 
 7  SMS.  We leverage network location assets.  So the  
 
 8  network location assets that were invested in originally  
 
 9  for ENM1 purposes. 
 
10           We leverage them for a commercial service.  We  
 
11  also do power a service under the brand of AT&T. 
 
12           The brands with whom and where the revenue is  
 
13  coming from for our business and why this is important  
 
14  to us are the major bricks-and-mortar retailers and  
 
15  brands.  So the North Face or Sonic or American Eagle  
 
16  Outfitters are some examples. 
 
17           The two technologies that we're primarily  
 
18  concerned about are SMS and network location.   
 
19           Network location leverages cell towers to be  
 
20  able to locate your device at a roughly neighborhood  
 
21  level of accuracy to be able to deliver marketing  
 
22  programs, and also to, as I mentioned, to deliver -- to  
 
23  be able to locate a user if they are dialing 911 for  
 
24  emergency purposes. 
 
25           What is important for us, our consumers and our  
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 1  customers is primarily openness, meaning open access to  
 
 2  those assets because we have built a business on top of  
 



 3  that infrastructure, reliability, reliability both from  
 
 4  the consumer's perspective.  There is an expectation  
 
 5  that we are going to deliver on behalf of our brands.   
 
 6  These are major national brands who have high  
 
 7  expectations from their consumers for the service that  
 
 8  they're receiving. 
 
 9           In addition, the customers upon which we rely  
 
10  for revenue for the service.  It's a very competitive  
 
11  industry.  The mobile advertising and online advertising  
 
12  world is very competitive.  Reliability is of the utmost  
 
13  importance. 
 
14           Scalability.  This is another thing that I  
 
15  think echoes some of the other comments I've heard  
 
16  today, but the ability to continue to scale the number  
 
17  of users that are on top of that infrastructure.  Be  
 
18  able to continue to scale the service.   
 
19           We have made the business decision to build a  
 
20  service that is dependent on those network resources.   
 
21  Obviously scalability is of the utmost importance. 
 
22           In terms of the merger, we are not taking a  
 
23  position one way or the other on the merger.  We partner  
 
24  with both AT&T and T-Mobile, and have good relationships  
 
25  there, in terms of the items that I mentioned.   
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 1           The concern would be obviously if after the  
 
 2  merger there were some change to either the openness,  
 
 3  reliability or scalability of those systems as a result  



 
 4  of cost savings or some other reasons. 
 
 5           Upon that I wanted to keep my comment short and  
 
 6  look forward to participating in the discussion and  
 
 7  being able to provide our perspective, which is  
 
 8  hopefully a little bit diverse from the other  
 
 9  perspectives you'll hear today.  I look forward to the  
 
10  discussion and am happy to take any questions during the  
 
11  question-and-answer session.  Thank you. 
 
12           JUDGE HECHT:  Great.  Thank you very much. 
 
13           We will continue now with Anita Taff-Rice, and  
 
14  you may begin. 
 
15           MS. TAFF-RICE:  Thank you very much, and thank  
 
16  you for the opportunity to appear today.   
 
17           I am representing a company called Box Top  
 
18  Solutions, and I guess to be fair about the disclosure,  
 
19  I'm the un-Netflix portion of the program today.  And by  
 
20  that I mean that there has been a lot of focus both I  
 
21  think at the regulatory level and certainly in the press  
 
22  about what's happening at the upper end of bandwidth  
 
23  usage.  For example, Netflix users who are streaming  
 
24  movies.  It's said they're using an enormous amount of  
 
25  bandwidth in the evening hours every day, and there's  
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 1  been a lot of focus on trying to decide what's an  
 
 2  appropriate solution to that.  Is it okay to cap?  Is it  
 
 3  okay to degrade service?  You know, what are we going to  
 



 4  do about these people who are using very large blocks of  
 
 5  bandwidth?   
 
 6           But the people that Box Top is interested in  
 
 7  serving are actually people at the other end of that  
 
 8  spectrum, and those are people who are either elderly or  
 
 9  low income or people who just can't get on to the  
 
10  network in the first place because they largely can't  
 
11  afford it.   
 
12           And the reason they can't afford it is two  
 
13  things.  One is they often struggle to be able to buy a  
 
14  computer, and if you can't buy a computer, getting on  
 
15  the Internet does you no good at all.   
 
16           And they also have difficulty being able to  
 
17  purchase the bandwidth.  Oftentimes they may get an  
 
18  introductory offer for getting Internet access, and then  
 
19  once that expires, there is a high rate of drop from  
 
20  this group of people.   
 
21           So Box Top was really formed to try to figure  
 
22  out is there a solution to help people actually be able  
 
23  to get on the Internet and stay on the Internet with a  
 
24  reasonable level of service that doesn't require  
 
25  taxpayer dollars; doesn't require government subsidies,  
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 1  because I think it's pretty clear we aren't going to see  
 
 2  a lot of those dollars around. 
 
 3           So Box Top started looking into it, and  
 
 4  realized that, you know, to date the way that at least  



 
 5  landline broadband services have been sold is a bulk  
 
 6  block very much like when you go and buy a package of  
 
 7  light bulbs and you only need one, but there's four of  
 
 8  them in there, and you have to buy all four.  And that's  
 
 9  fine if you can afford all four, but it's probably not  
 
10  so good if you can really only afford one. 
 
11           So Box Top began to try to think about is there  
 
12  a way that you can actually use applications, and in our  
 
13  instance we're using Android-based applications to  
 
14  enable people to actually be able to buy just a sliver  
 
15  of bandwidth so they don't have to pay, say, $50 a month  
 
16  for unlimited, or $30 a month for ten megs or whatever  
 
17  the price structure might be.  That's just simply too  
 
18  high for some people out there. 
 
19           Our research indicates that there is a large  
 
20  group of consumers in California that might have  
 
21  expendable income of $10, and based on our research they  
 
22  say I would spend that $10 to help my child be able to  
 
23  do his or her homework, but I can't get on for $10  
 
24  because I don't have a computer, and $10 doesn't get me  
 
25  anywhere.   
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 1           Even if it did get me somewhere, oftentimes I  
 
 2  have to sign a contract that's a long-term contract, and  
 
 3  I don't know that I'm going to have that $10 every  
 
 4  single month for the next year. 



 
 5           So what Box Top started to do is to try to  
 
 6  figure out whether there was a way to leverage the  
 
 7  existing technology that would be in low-income people's  
 
 8  houses to try to defray the cost of the computer, and  
 
 9  what we've discovered is that in a very large percentage  
 
10  of instances, the low-income households will have a  
 
11  television set, and in many instances it's a digital  
 
12  television set.   
 
13           So we thought, well, that could be used as a  
 
14  monitor.  And then the next thing is what do we do for,  
 
15  you know, basically the guts of the computer?   
 
16           And so we've developed a box that's a set-top  
 
17  box that has Android applications that sit on it, and  
 
18  these Android applications actually will allow you to do  
 
19  most of the things you would do with a regular laptop.   
 
20  You can do word processing.  You can do calendaring, et  
 
21  cetera, et cetera.  And you can also do e-mail, and you  
 
22  can do communications. 
 
23           And the notion was then okay, so we've got a  
 
24  box that will substitute as a computer.  You can use  
 
25  either a wireless keyboard with it, or it is actually  
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 1  possible to use your cell phone keypad as an input  
 
 2  device.  So that kind of got the hardware part out of  
 
 3  the way.   
 
 4           And then we said okay, now how do we afford the  
 



 5  bandwidth?  How do we help people do that?  And they did  
 
 6  some research, and they came up with the notion that,  
 
 7  you know, it was right in front of us, that this model  
 
 8  has actually been around for about 30 years or so, and  
 
 9  it's the 1-800 voice model.  If you want to purchase  
 
10  something from L.L. Bean, for example, and you have a  
 
11  catalog, you may well dial a 1-800 number and talk to  
 
12  L.L. Bean.   
 
13           It's sort of interesting I think as consumers  
 
14  that we still do that.  I certainly do that, because  
 
15  many of us have unlimited calling plans even on our  
 
16  landlines so there is really no reason to use that 1-800  
 
17  number.  You have unlimited long distance, so it doesn't  
 
18  matter where L.L. Bean is located and yet it is a very  
 
19  sound consumer model that's been around a long time and  
 
20  been proven very well 
 
21           So we decided maybe there is a way that we can  
 
22  do something like that for Internet access. 
 
23           So the quick version of this is that these  
 
24  Android applications will sit on a set-top box.  They  
 
25  can also actually go on a mobile handset if that's the  
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 1  preferred method for someone to get on to the Internet.   
 
 2           The applications are actually micrometering  
 
 3  devices.  So they can monitor the bandwidth that's being  
 
 4  used by a consumer, keep track of it on a dynamic basis,  
 
 5  you know, second to second, and tally it up, and at the  



 
 6  end of the month the box will be able to tell that this  
 
 7  person used either so many minutes or so much bandwidth  
 
 8  to reach this, this and this locations.   
 
 9           And the notion is that these locations would  
 
10  then be able to reimburse the customer for the portion  
 
11  of the bandwidth that they used to reach their site.   
 
12           And the theory is that we will be able to get  
 
13  enough government agencies, commercial vendors, you name  
 
14  it, anybody who really wants to have an audience of  
 
15  people who are right now not their customers by  
 
16  definition because they can't get on to the Internet,  
 
17  they would pay a nominal amount of money for these  
 
18  people to be able to afford the bandwidth that would pay  
 
19  for the landline.  It would pay for the DSL service for  
 
20  that month.   
 
21           And then beyond that the hope is that the  
 
22  customer, if they don't want to go to one of those  
 
23  particular sites, they will have the ability to go  
 
24  outside of that group of providers and be able to go on  
 
25  to the Internet and shop as they want to, go to any site  
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 1  that they care to reach, and that would be either on a  
 
 2  pay-as-you-go basis, or we're hopeful that eventually  
 
 3  there will be vendors who as premiums, much like your  
 
 4  coupons, would say if you buy my product, I will pay for  
 
 5  ten megabits of bandwidth for you for this month.   
 



 6           And this micrometering device will be able to  
 
 7  keep track of all of those various transactions, and at  
 
 8  the end of the month a settlement is done. 
 
 9           Now, you might ask yourself if this is such a  
 
10  great idea, why aren't the carriers doing this?  I mean,  
 
11  it seems to make sense.  They invented 1-800 numbers.   
 
12  Why aren't they doing this with Internet access?   
 
13           And I will submit to you, without meaning in  
 
14  any way being disrespectful to the carriers, that it's  
 
15  partly because their billing systems are just really not  
 
16  set up to do this kind of highly dynamic, highly  
 
17  flexible billing.   
 
18           They have very large carrier systems which are  
 
19  great at keeping track of, you know, millions, hundreds  
 
20  of millions of minutes per month per consumer, but they  
 
21  really can't do it on a granular enough basis, and it's  
 
22  not flexible enough to say okay, this person is just  
 
23  going to pay for five minutes of use this month or one  
 
24  hour of use this month.   
 
25           You can do that in a hotel, but ironically you  
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 1  actually can't do that in your own home.   
 
 2           So we believe that the answer is really not  
 
 3  just for Internet access, but for many, many things that  
 
 4  are going to be offered electronically is to do the  
 
 5  metering and monitoring at the edge of the network.  In  
 
 6  this case it would be at the customer location, rather  



 
 7  than centralized to the carrier network where it's much  
 
 8  harder to be able to build in the flexibility.   
 
 9           It takes a long time, and it can be quite  
 
10  expensive to make modifications to these very large  
 
11  robust carrier billing system.   
 
12           So in short, we really do believe that  
 
13  applications are the wave of the future.  There  
 
14  certainly has been a lot of press about that, that  
 
15  rather than using Web browsers, for example,  
 
16  applications seem to be what's coming, and this is the  
 
17  way that people are going to get the functionality that  
 
18  they want, and we've developed an application that will  
 
19  actually enable people we think to be able just to buy  
 
20  those slivers of bandwidth that they need so they get up  
 
21  over that initial threshold that's keeping them off of  
 
22  the Internet right now, and that's both the cost of the  
 
23  hardware and the cost of the bandwidth on a continuing  
 
24  basis. 
 
25           JUDGE HECHT:  And we're at time now so we're  
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 1  going to move on to the discussion among the panelists.   
 
 2  And I will ask that if any parties in the audience have  
 
 3  questions for these panelists, to please fill out the  
 
 4  question sheets like before.  Remember to put your name  
 
 5  on it, and we'll have some panel discussion now. 
 
 6           Any responses to one another or questions for  



 
 7  each other or comments? 
 
 8           It doesn't look like we have a lot of comments. 
 
 9           Then while we have people in the audience  
 
10  prepare their questions, I'll ask if Commissioners Simon  
 
11  and Sandoval have any questions. 
 
12           COMMISSIONER SIMON:  Thank you.  I enjoyed your  
 
13  presentations.  Let me just say for your purposes and  
 
14  the audience that unfortunately I will not be able to  
 
15  attend the afternoon session.  I have a prehearing  
 
16  conference in San Francisco at the commission so I will  
 
17  be leaving shortly.   
 
18           But I guess the question I would ask is what is  
 
19  your concern?  What are the risks that you're seeing to  
 
20  your business models by way of the transaction that is  
 
21  the topic of this workshop, starting with  
 
22  Ms. Tierney-Lloyd?   
 
23           MS. TIERNEY-LLOYD:  Thank you, Commissioner  
 
24  Simon.   
 
25           I think what we -- what I tried to identify, as  
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 1  far as EnerNOC is concerned, is that having the  
 
 2  continuous reliable access to data is of vital  
 
 3  importance to our company in order to provide our  
 
 4  services.  So that would be our number one concern is  
 
 5  just that the existing level of reliable service that is  
 
 6  we currently experience is not changed in any way so as  
 



 7  to reduce that level of reliability. 
 
 8           The other items that I mentioned in my comments  
 
 9  were the ability to have the ubiquitous access.  So the  
 
10  wider the coverage, the better for us because as I  
 
11  mentioned, we're an expanding company.  And we have  
 
12  customers that are located in very urban centers, as  
 
13  well as customers that are located in very rural areas. 
 
14           The one item that I did not mention previously  
 
15  is that it's very important for our EnerNOC site servers  
 
16  and our equipment to be able to communicate with the  
 
17  network without having to make modifications each time  
 
18  if we're in different states or different locations that  
 
19  basically are the communication and with our devices  
 
20  doesn't need to be modified. 
 
21           That is a cost and an expense to us and our  
 
22  company if we have to constantly be changing our devices  
 
23  in order to communicate with the network. 
 
24           And then lastly, obviously, the rates.  You  
 
25  know, if there is a change so as to increase rates  
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 1  relative to where we are today, we would be concerned  
 
 2  about that because obviously that increases our expenses  
 
 3  and decreases what we have available to provide to our  
 
 4  customers. 
 
 5           COMMISSIONER SIMON:  Thank you. 
 
 6           And, Mr. Hawley, I know you're in a trade  
 
 7  association more so, but your concerns?  



 
 8           MR. HAWLEY:  Yes.  Well, we would have -- we  
 
 9  have always had the concern about broadband, and we  
 
10  really want a strong, robust broadband network on which  
 
11  companies here can build applications and businesses,  
 
12  and we've been pretty successful at that in California,  
 
13  and again, I want a hats off to this commission for its  
 
14  work on broadband, but what I tried to call out was the  
 
15  growth in mobile particularly.  That's where a lot of  
 
16  energy is going.   
 
17           We're sort of, as we mentioned, seeing a  
 
18  migration from the -- I wouldn't say a migration from  
 
19  the PC because PC is growing significantly, but really  
 
20  an explosion in some of these other areas in the network  
 
21  devices.   
 
22           So having access to spectrum has been really  
 
23  the issue that unites all of our members, in terms of  
 
24  regardless of their sector, whether in the apps side or  
 
25  the social networking side or the hardware side,  
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 1  everybody is concerned about spectrum and really the  
 
 2  need to most efficiently, effectively use that spectrum  
 
 3  so that we can continue to develop the applications that  
 
 4  really I think have put California at the forefront. 
 
 5           Does that answer your question? 
 
 6           COMMISSIONER SIMON:  Yes, it does, thank you.   
 
 7  To the extent I didn't pick that up in your respective  
 



 8  presentations, my apologies. 
 
 9           Mr. Swedeen? 
 
10           MR. SWEDEEN:  Yes, to come back to the points  
 
11  that are most important for us relative to the merger,  
 
12  openness, reliability and scalability.   
 
13           Reliability and scalability, we actually if you  
 
14  look at the fixed-cost investment of what is required  
 
15  for the network elements, the capital expenditures that  
 
16  are required for the network elements that we're using,  
 
17  the merger is probably a net positive impact for us, in  
 
18  terms of being able to better spread that cost across a  
 
19  larger base.   
 
20           The concern would, of course, be around  
 
21  openness or the associated economics that translate into  
 
22  a lack of openness, either way. 
 
23           We don't see any concern with that today, but  
 
24  obviously the combination of those two subscriber bases  
 
25  means that there is a significantly large subscriber  
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 1  base with one supplier, essentially for us, so that  
 
 2  would certainly be a concern to us.   
 
 3           But in terms of the -- what's unique is that  
 
 4  consumers do not pay for our service.  It is free to  
 
 5  them.  It is a value add to them. 
 
 6           The brands and the retailers are paying for  
 
 7  that service.  The consumer it is free.  So from our  
 
 8  perspective it's much more about being able to support  



 
 9  that business with the economics and then the core  
 
10  components that we rely upon. 
 
11           So it's really the only concerns would  
 
12  obviously be around economics and pricing, and if there  
 
13  were any change in policy around openness and being able  
 
14  to access those network elements. 
 
15           COMMISSIONER SIMON:  Yes, Ms. Rice? 
 
16           MS. TAFF-RICE:  Thank you, Commissioner Simon. 
 
17           I guess I would echo that openness is also an  
 
18  issue for us.  Unfortunately we have found a fair amount  
 
19  of receptiveness from carriers in other countries.  We  
 
20  have a technology trial in the UK right now, and we are  
 
21  talking to someone in South Africa about a technology  
 
22  trial.   
 
23           We found less receptivity here in the United  
 
24  States, and I think part of it is quite honestly that  
 
25  the carriers have really not put their focus on the  
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 1  low-end consumer.  I think they're much more worried  
 
 2  about figuring out how to make revenue off of these  
 
 3  high-end people who stream off of Netflix.   
 
 4           Even though we believe we have a model that  
 
 5  will enable them to make back their cost, their loop  
 
 6  cost will be paid for, there still has been a real  
 
 7  reticence to even put a toe in the water and do a trial  
 
 8  with us, to see if we can prove that this model actually  
 



 9  works.  
 
10           And I think the other one is an issue of  
 
11  control.  I mean I understand that for a hundred years  
 
12  we have relied on the telephone network, the landline  
 
13  network as being incredibly robust, incredibly reliable,  
 
14  and I think the carriers have developed an attitude that  
 
15  the only way to do that is if I control everything  
 
16  that's on this network.  Don't forget there was a time  
 
17  when you couldn't buy a phone at Radio Shack and plug it  
 
18  into the network on the basis that it might break the  
 
19  network.   
 
20           Well, now we're getting to a point where I want  
 
21  to put my application in a box and tie it into the  
 
22  network, and I'm not getting a carrier stepping forward  
 
23  and being willing to do that.   
 
24           So again, I would emphasize that openness and  
 
25  willingness to let people put application layers, you  
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 1  know, above the bottom three in the OSI stack, that's  
 
 2  really got to happen in order to have any kind of  
 
 3  innovation that small entrepreneurs will be able to use  
 
 4  those facilities. 
 
 5           COMMISSIONER SIMON:  In the case of Box Top,  
 
 6  you're talking about an application that has an impact  
 
 7  on the digital divide in that you're bringing consumers  
 
 8  into this transactional marketplace?   
 
 9           MS. TAFF-RICE:  Exactly.  In fact, we think  



 
10  that there will probably be government entities that  
 
11  would be very interested in being able to reach their  
 
12  constituents electronically, rather than having to  
 
13  maintain a very expensive office building.   
 
14           We certainly have seen that in California where  
 
15  the government has considered selling off government  
 
16  buildings.   
 
17           So if we can provide services via the Internet,  
 
18  rather than having them get in a car and drive, which  
 
19  pollutes, or even getting on a bus, which pollutes more  
 
20  or less depending on your viewpoint, this is a way to be  
 
21  able to reach out and save money.  I think the  
 
22  government would actually at the end of the day save  
 
23  money, but we've got to be able to rely on the carrier  
 
24  infrastructure.   
 
25           And I will say that we can do the set-top box  
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 1  can be either DSL or it can do wireless.  So either way  
 
 2  we could set that up, but again, we have to have the  
 
 3  cooperation of the carriers, and we just really haven't  
 
 4  seen that so far in the United States. 
 
 5           COMMISSIONER SIMON:  Well, thank you, and I  
 
 6  will say since I may have to leave around the end, that  
 
 7  all of your information will be very helpful to my  
 
 8  office in working with Commissioner Sandoval, and the  
 
 9  comments going forward, and my telecommunications  
 



10  advisor will remain, and that's Loren Tseng that's now  
 
11  in the room here.  Thank you. I'll now turn it over to  
 
12  Judge Hecht, I believe.  
 
13           JUDGE HECHT:  We have two questions from our  
 
14  parties in the audience, and it looks like I'm about to  
 
15  get a third and possibly fourth.   
 
16           I will start with a question from Chris  
 
17  Witteman that is directed primarily at Mr. Swedeen, but  
 
18  other panelists will also have an opportunity to  
 
19  comment. 
 
20           Chris Witteman would like a little bit more  
 
21  explanation of what you mean by openness.  And with a  
 
22  followup do wireless carriers now ask for part of your  
 
23  revenue stream as consideration for carriage of your  
 
24  location-based advertising? 
 
25           MR. SWEDEEN:  Sure.   
 
 
 
 
                                                                     89 
 
 1           So when I speak of openness, what I'm talking  
 
 2  about specifically is there's been a trend with  
 
 3  operators around the world to open up their networks as  
 
 4  smartphones have proliferated and apps stores and the  
 
 5  smartphone ecosystem is really independent.   
 
 6           It's obviously riding on top of the data layer,  
 
 7  but other than that -- the data transport layer, but  
 
 8  other than that it's fairly independent from the  
 
 9  network. 
 
10           What we are doing is actually leveraging  



 
11  exposed network infrastructure assets.  So they make  
 
12  available their location infrastructure to be able to  
 
13  locate the device at some precision periodically for a  
 
14  user who has opted in to receive the service, much in  
 
15  the same way that SMS was exposed to third parties when  
 
16  it was originally meant as a purely internal network  
 
17  communication protocol.   
 
18           It's been a hugely profitable business for  
 
19  them.  The operators are now replicating that model with  
 
20  other network assets, and this is happening all over the  
 
21  world today as the operators are struggling with cap X  
 
22  required to keep up with the explosion in data traffic.   
 
23           So they're looking for alternative revenue  
 
24  sources.  So we do indeed work with the operators.  They  
 
25  have different pricing models, but much in the way that  
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 1  SMS is also made available to third-party companies. 
 
 2           They also make available other network  
 
 3  services, location, billing is another one that is made  
 
 4  available, and that is either a transaction model or  
 
 5  some sort of an alternative arrangement, but primarily  
 
 6  transaction models, and we do work and share revenue  
 
 7  with the carriers, even if they're very much at an arm's  
 
 8  length, much like the SMS marketing market with  
 
 9  aggregators, and with brands running programs, but they  
 
10  are receiving remuneration on either a per-message basis  
 



11  or a per-transaction basis if it's a different service. 
 
12           JUDGE HECHT:  Thank you. 
 
13           Do any of the other panelists have a brief  
 
14  comment on those questions? 
 
15           All right.  Then I'm going to move on to our  
 
16  last three questions.   
 
17           The first is, "What network standards do the  
 
18  panelists' services use?"  This is from Paul Goodman of  
 
19  the Greenlining Institute, and examples of network  
 
20  standards that they're giving are GSM, CDMA, and we can  
 
21  start with Ms. Tierney-Lloyd, if the question is  
 
22  relevant to you. 
 
23           MS. TIERNEY-LLOYD:  Yeah, I'm actually going to  
 
24  pass. 
 
25           JUDGE HECHT:  Fair enough. 
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 1           MR. HAWLEY:  Could you repeat the question?   
 
 2  I'm sorry, I didn't hear. 
 
 3           JUDGE HECHT:  Yes, "What network standards do  
 
 4  the panelists' services use?"  And this might be more  
 
 5  relevant to the latter panelists. 
 
 6           MR. HAWLEY:  Yes, I think our folks are on  
 
 7  different carriers, different standards.  CDMA -- you  
 
 8  mean GSM, CDMA? 
 
 9           JUDGE HECHT:  Yes. 
 
10           MR. HAWLEY:  Well, yes, each carrier has their  
 
11  own thing, and I don't know specifically which of the  



 
12  carriers have which. 
 
13           JUDGE HECHT:  That's fine.  Thank you.   
 
14           And Mr. Swedeen?   
 
15           MR. SWEDEEN:  Yes, we work across any network  
 
16  protocol.  So it's not applicable to us.  We work with  
 
17  Verizon and Sprint, who are CDMA carriers, of course,  
 
18  and AT&T and T-Mobile, who are GSM carriers. 
 
19           JUDGE HECHT:  And Ms. Taff-Rice?   
 
20           MS. TAFF-RICE:  And I think the answer would be  
 
21  the same for us.  If our applications are put on to a  
 
22  handset, it just has to be a handset that can support  
 
23  the Android operating system.  So it wouldn't matter who  
 
24  the carrier was.   
 
25           And in terms of the landline, we would use  
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 1  standard DSL chip sets, and in the box, we can put  
 
 2  anybody's radio chip sets.  So it really wouldn't matter  
 
 3  who the carrier was.  The applications would be  
 
 4  interoperable with that. 
 
 5           JUDGE HECHT:  Thank you very much.   
 
 6           We have two more questions.  The first is from  
 
 7  Sarah De Young of CalTel.  And this questions is  
 
 8  specifically directed at Jim Hawley of TechNet.   
 
 9           "Does TechNet also have alternative backhaul  
 
10  providers as members and if so, what is your view of the  
 
11  impact of the merger on this tech sector, if you have  
 



12  one?"   
 
13           MR. HAWLEY:  We do not. 
 
14           JUDGE HECHT:  You do not.  Okay.   
 
15           Do any other panelists have any comments?  I  
 
16  wouldn't think so, but all right. 
 
17           Then our last question is from Steven Stravitz  
 
18  with Spectrum Management Consulting, and he is going to  
 
19  be a witness this afternoon on behalf of Sprint, and  
 
20  this question is also for Mr. Hawley.   
 
21           "Please explain how this merger creates  
 
22  additional spectrum." 
 
23           MR. HAWLEY:  Well, you don't create additional  
 
24  spectrum.  I think we were trying to say it creates  
 
25  efficiencies in the use of spectrum.   
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 1           There will be spectrum that will come back  
 
 2  through the incentive auctions.  We support those, but I  
 
 3  think we look at it from the various efficiencies that  
 
 4  you can gain in terms of using it, the fact that a  
 
 5  merger, you know, each carrier tends to have control  
 
 6  channels that they use to basically manage their  
 
 7  networks.  When you have consolidation, you free up some  
 
 8  of that capacity.   
 
 9           I guess you could look at just operational  
 
10  efficiencies.  If you have more lanes on your highway,  
 
11  people are going to be able to go faster.  You're going  
 
12  to be able to use the space that you have more  



 
13  efficiently.   
 
14           So we look at this from the perspective that  
 
15  there will be lots of different ways to do, you know,  
 
16  mobile.   
 
17           And I guess one other thing I would say is you  
 
18  look at the cell towers that the entities, if you have a  
 
19  denser network of cell towers, you're going to be able  
 
20  to cover, you will typically cover a smaller population  
 
21  with each cell tower.  So you would be able to serve  
 
22  that population with more throughput, more speed, and  
 
23  that sort of thing. 
 
24           So we would look at a number of those kinds of  
 
25  operational efficiencies.  Then that's what we mean in  
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 1  terms of what we've submitted to the FCC and what I've  
 
 2  referenced today. 
 
 3           JUDGE HECHT:  Great.   
 
 4           Then we have about five more minutes left for  
 
 5  this panel, and we should take questions from  
 
 6  Commissioners Simon and Sandoval. 
 
 7           COMMISSIONER SIMON:  Commissioner Sandoval. 
 
 8           COMMISSIONER SANDOVAL:  Thank you very much.   
 
 9           Well, thank you to this panel. 
 
10           I think you exemplify what the Silicon Valley  
 
11  is all about, and I want to thank you and applaud you  
 
12  for your initiative and for your innovation.  This is  
 



13  part of why I've always found it very exciting to teach  
 
14  at this university, the Santa Clara University, and I  
 
15  think the California Public Utilities Commission has a  
 
16  special opportunity to promote innovation.   
 
17           So we really wanted to hear from you who ride  
 
18  on the network, and you're in a unique position because  
 
19  you're not subscribers, but you do depend on the  
 
20  network, and you also don't operate the network. 
 
21           So a couple of questions.  So one for EnerNOC.   
 
22           You mentioned that competitive rates are  
 
23  important.  I just wanted to clarify whose rates you're  
 
24  talking about.  Are you talking about the rates of the  
 
25  subscribers who you are trying to reach?  Or are you  
 
 
 
 
                                                                     95 
 
 1  talking about rates that EnerNOC is paying to reach  
 
 2  those subscribers?  So if you could just be more  
 
 3  specific. 
 
 4           MS. TIERNEY-LLOYD:  Sure, the latter.  So it  
 
 5  would be the rates that EnerNOC would pay to charge  
 
 6  subscribers. 
 
 7           COMMISSIONER SANDOVAL:  So you have a large  
 
 8  number of cell phones and other communications servers  
 
 9  that you're using to reach the consumers?   
 
10           MS. TIERNEY-LLOYD:  Yes. 
 
11           COMMISSIONER SANDOVAL:  So there is a concern  
 
12  about your rates? 
 
13           MS. TIERNEY-LLOYD:  Right, and we also pay for  



 
14  the communications to our customers' locations.  So in  
 
15  order to reach our customers, we're paying the rate for  
 
16  that contact as well. 
 
17           COMMISSIONER SANDOVAL:  Great.  That's very  
 
18  helpful.   
 
19           And then several of you mentioned the  
 
20  importance of reliability.  I know I had an interesting  
 
21  issue with reliability with my service.   
 
22           One night my husband asked me if I had received  
 
23  his text and I said "No," and he thought I meant I  
 
24  didn't read his text.  And I meant, "No, I did not  
 
25  receive your text."   
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 1           Then the next day we figured out he asked me  
 
 2  again, "Did you receive my text?"  And I said "No."   
 
 3           So of course we're sitting there at the dining  
 
 4  room table texting each other, and once again, I did not  
 
 5  receive his text, and so then we realized I had a  
 
 6  problem.   
 
 7           So I went to the store, and they said that 25  
 
 8  other people had been in in the last two days who hadn't  
 
 9  received texts.   
 
10           Now, of course, people substantially younger  
 
11  than I was ran in within one day of not receiving a  
 
12  text.  It took me a little while to realize that I had  
 
13  this problem.   
 



14           And so they said they had been on the phone  
 
15  with the network operator for a couple of hours trying  
 
16  to figure it out because the store supervisor also  
 
17  wasn't receiving texts, and they did replace my sim  
 
18  card, which fixed the problem.   
 
19           They said they didn't know why it was fixing  
 
20  the problem sometimes, but it did fix the problem.   
 
21           So I am happily receiving texts again.  But,  
 
22  you know, I tell you this, my little apocryphal story,  
 
23  although apparently it wasn't me, it was at least 25  
 
24  other people who were there at the store the day I was  
 
25  there.  It's just a story about reliability. 
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 1           So I think it would be useful to hear more  
 
 2  about reliability, and also on that, one of the issues  
 
 3  is having reliability standards, you know, whether pre-  
 
 4  or post-merger that we need to pay attention to quality  
 
 5  of service, and so would you suggest, you know, merger  
 
 6  or not, attention to quality of service? 
 
 7           MS. TIERNEY-LLOYD:  Yes.  I think quality of  
 
 8  service is really very important.  You know, as I  
 
 9  mentioned in my remarks earlier, we depend upon having  
 
10  visibility into our customer locations because the  
 
11  customer is the resource for the demand response.   
 
12           We've developed some tools to notify ourselves  
 
13  whenever we have lost communication with one of the  
 
14  sites so that we can identify a problem right off the  



 
15  bat and get on to troubleshooting the issue. 
 
16           But, you know, obviously if we have a lot of  
 
17  circumstances where we're losing that communication  
 
18  link, it really impairs our ability to do what we are  
 
19  trying to do, which is to provide a reliable capacity  
 
20  resource to the system.  So the reliability is really  
 
21  critical for us. 
 
22           JUDGE HECHT:  Anything from the other panelists  
 
23  on this? 
 
24           MR. SWEDEEN:  I guess I can.  Just one point  
 
25  would be that I wouldn't say today for what we're using,  
 
 
 
 
                                                                     98 
 
 1  which as I mentioned earlier, we are not dependent on  
 
 2  the data layer.  We certainly can provide a different  
 
 3  experience leveraging the data layer.   
 
 4           But for SMS and for location, which are the two  
 
 5  network assets and resources that we're dependent on,  
 
 6  both of those are -- it's interesting.  We deal with  
 
 7  carriers all over the world, and actually we have far  
 
 8  fewer problems here in the U.S. than we have anywhere  
 
 9  else around reliability.   
 
10           Because of ENM1 that location infrastructure is  
 
11  fairly reliable and well scaled because it's already  
 
12  being regulated.  And SMS is very well scaled because of  
 
13  the consumer growth in SMS services.   
 
14           So from our perspective probably not necessary  
 



15  or wouldn't have much impact, I would guess, but that's  
 
16  also just due to the nature of the resources we're  
 
17  leveraging in our service.   
 
18           COMMISSIONER SANDOVAL:  And on that just can  
 
19  you help us to clarify the record on a technical  
 
20  question about SMS.  I know that there is SMS text, and  
 
21  there is also MMS messaging.  
 
22           MR. SWEDEEN:  Correct. 
 
23           COMMISSIONER SANDOVAL:  So can you clarify when  
 
24  you say that you use SMS and not data channels?  For  
 
25  those who don't speak telecom, can you clarify what that  
 
 
 
 
                                                                     99 
 
 1  means?  So my understanding is that I as a consumer use  
 
 2  SMS text.  So if I was having problems receiving, though  
 
 3  I was paying my bills, wouldn't that also interfere with  
 
 4  problems in receiving what you're doing?  I don't know  
 
 5  if it was an SMS channel problem or just what the deal  
 
 6  was. 
 
 7           MR. SWEDEEN:  So just to answer the first part  
 
 8  of the question, what is unique about the service not  
 
 9  using data is that smartphones, depending on who you  
 
10  believe, represent roughly 35 percent of all mobile  
 
11  devices today with data access and a data plan. 
 
12           We're able to communicate with all, the entire  
 
13  subscriber base by not targeting just smartphones who  
 
14  have data connectivity.   
 
15           So that's why a very broad appeal and reach is  



 
16  really what our marketers care about, which is allowing  
 
17  their customers to receive messages from them,  
 
18  promotions, new items, whatever it might be, across any  
 
19  device.   
 
20           And as a result of that difference in how we  
 
21  designed the service, our demographic doesn't look like  
 
22  your typical early adopter smartphone/iPhone user.  It  
 
23  tends to be a lot of moms, for example, who are doing a  
 
24  lot of the purchasing in the household.  They want to  
 
25  know about those specials and offers. 
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 1           So that's the difference between using data and  
 
 2  leveraging SMS and location.   
 
 3           MMS versus SMS, we do not use MMS, which is  
 
 4  multimedia, I think it stands for.  But we do not use  
 
 5  the kind of picture messaging in the U.S.  We do use it  
 
 6  outside the U.S.   
 
 7           That also does not require a data plan or a  
 
 8  data connectivity.  However, many operators and carriers  
 
 9  do have plans where you are charged for receiving that.   
 
10  It really just depends on the consumer. 
 
11           And the last part of your question around would  
 
12  those service interruptions impact our service?  It  
 
13  would.  However, the way that we're able to interact  
 
14  with the network, we know when that fails.  So what we  
 
15  can do, we've actually taken care of that if there are  
 



16  all these failure rates that we see, and it is the  
 
17  marketer delivering an SMS from the consumer's  
 
18  perspective.   
 
19           So if you as a consumer have opted into a  
 
20  program from a marketer, from a retailer, the message  
 
21  would come to you from that retailer.  If you didn't  
 
22  receive it, we'll look in three hours.  We have that all  
 
23  set up within our technology platform to be able to  
 
24  handle those errors.  We also work with the carriers  
 
25  when you have those problems and even help them  
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 1  troubleshoot.   
 
 2           JUDGE HECHT:  Thank you.  And final question --  
 
 3  I'm sorry.  
 
 4           MR. HAWLEY:  I would just say I think you  
 
 5  raised an excellent point on reliability.  I think  
 
 6  reliable service is always very important.  We see it as  
 
 7  a critical part of a good, strong broadband network and  
 
 8  that sort of thing.  My only thing is if -- you know, we  
 
 9  tend to think about the world from the perspective of  
 
10  maybe a young company in the Valley that's trying to  
 
11  come up with a better mouse trap, as it were.   
 
12           And so if there were standards, we would be  
 
13  very interested in working with you all to figure out  
 
14  are there ways to do that so the standards don't become  
 
15  a barrier to entry or something like that.  That tends  
 
16  to be our perspective on these things.   



 
17           We're very interested in an ecosystem that  
 
18  allows new innovations to continue to be made and to  
 
19  come into the marketplace.  So that would be kind of our  
 
20  approach to it.  But generally we would obviously agree  
 
21  that a reliable network is very important. 
 
22           JUDGE HECHT:  Thank you.   
 
23           Commissioner Sandoval, do you have a last  
 
24  question?   
 
25           COMMISSIONER SANDOVAL:  Yes, thank you. 
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 1           So for Ms. Taff-Rice, very exciting to hear  
 
 2  about what Box Top is doing in terms of services for  
 
 3  your customers at the more value-conscious end of the  
 
 4  market. 
 
 5           I remember more than a decade ago when I worked  
 
 6  for the FCC, and the Internet was first becoming public,  
 
 7  giving a speech where I talked about capitalizing on  
 
 8  what 98 percent of all U.S. households have, which is  
 
 9  the television set.   
 
10           So some other companies have tried to do this  
 
11  before, and I'm glad you're still working on it and  
 
12  taking advantage of that infrastructure.   
 
13           So you mentioned that Box Top offers services  
 
14  in part through DSL or through wireless.   
 
15           Do you also offer services through cable?   
 
16           MS. TAFF-RICE:  Well, it's an interesting  
 



17  question. 
 
18           We would be happy to do so.  Thus far we have  
 
19  not gotten a lot of interest from cable companies who I  
 
20  think frankly view us as a competitor.  And so they  
 
21  haven't I think seen a way to perhaps have the  
 
22  cooperation that would have all of us be able to, you  
 
23  know, succeed.   
 
24           We certainly could work with the cable system.   
 
25  It would be the same sort of experience that there would  
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 1  be an application.  It would just come up through your  
 
 2  cable coax instead of DSL, and then the end user would  
 
 3  be able to click on an icon.  It would be able to reach  
 
 4  a particular website or government service, and that  
 
 5  would be subsidized or paid for entirely by the  
 
 6  recipient of that transaction. 
 
 7           JUDGE HECHT:  Thank you all very much. 
 
 8           Thank you all very much. 
 
 9           We are going to take our lunch break now.   
 
10  We'll come back at I think 1:05.  That will give us most  
 
11  of the hour for lunch, and when we come back, we will  
 
12  have our third panel made up of party representatives  
 
13  discussing handsets and innovation. 
 
14           So with that, we'll be off the record. 
 
15           (Lunch recess taken at 12:11 p.m.) 
 
16                          --oOo-- 
 
17                               



18 
 
19 
 
20 
 
21 
 
22 
 
23 
 
24 
 
25 
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 1             (The Handset & Innovation Presentations - 1:00 
 
 2   - 2:00 p.m. Panelists:  FARED ADIB, Sprint Nextel; 
 
 3   MICHAEL WOODWARD, AT&T; COLE BRODMAN, T-Mobile; DALE 
 
 4   PIIRU, Division of Rate Care Advocates.) 
 
 5             JUDGE HECHT:  All right, we'll be back on the 
 
 6   record.  We are back from our lunch break at our second 
 
 7   workshop, and we are beginning our third panel of the 
 
 8   day. 
 
 9             We have four panelists with us today.  We have 
 
10   Fared Adib and Michael Woodward and Cole Brodman and 
 
11   Dale Piiru. 
 
12             I am going to quickly remind everybody to 
 
13   speak slowly and clearly and to not interrupt one 
 
14   another or speak over one another. 
 
15             I am also going to note for the purpose of the 
 
16   audience that if you are interested in speaking during 
 
17   the 3:30 to 4:30 time, when we will be taking public 



 
18   speakers -- and these will be non-parties -- there is a 
 
19   sign-up sheet in the back. 
 
20             In the meantime, this panel will have the same 
 
21   format as we had on the previous panels. 
 
22             And we'll begin with Mr. Adib.  Please 
 
23   remember to introduce yourself and disclose your 
 
24   relationship to the parties and so forth. 
 
25             MR. ADIB:  My name is Fared Adib.  I am the 
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 1   Chief Product Officer for Sprint Nextel.  My areas of 
 
 2   responsibility include product strategy, planning, 
 
 3   portfolio development, vendor management, including all 
 
 4   of our handset vendors and all of our tablets and M10 
 
 5   business.  I serve all parts of Sprint Nextel's business 
 
 6   with my team.  We are responsible for the prepay, 
 
 7   postpaid and wholesale business. 
 
 8             As handsets have evolved, they have become an 
 
 9   increasingly important driver of competition in customer 
 
10   band in the wireless industry. 
 
11             Today many customers choose a wireless carrier 
 
12   based on a smartphone or a handset selection.  That is 
 
13   clear by listening to customers excitedly talk about 
 
14   their handsets, tracking sales and by reviewing how 
 
15   national carriers advertise in the market. 
 
16             I will explain in my remarks how the proposed 



 
17   takeover of T-Mobile by AT&T undoubtedly harms consumers 
 
18   as the massive scale and scope advantages of the 
 
19   combined AT&T and T-Mobile, and Verizon, will give the 
 
20   top two greater ability to obtain exclusive handset 
 
21   deals, will allow for reduced development costs and 
 
22   increased timely market advantages. 
 
23             Next, innovation in handsets will undoubtedly 
 
24   suffer.  As AT&T and Verizon will only support 
 
25   established handset players and are much less likely, as 
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 1   the evidence shows today, to allow open platforms that 
 
 2   attract innovation throughout the value chain. 
 
 3             So let's talk for a second about scale and 
 
 4   scope of AT&T and Verizon post takeover.  Developing new 
 
 5   handsets requires integration of carrier and OEM 
 
 6   technology, including hardware, operating systems, user 
 
 7   interfaces, applications and wireless networks. 
 
 8             Sprint typically begins working with the 
 
 9   prospective handset makers one year in advance of 
 
10   bringing a handset to market. 
 
11             The development of new handset also requires 
 
12   front-end investments and OEMs commonly require volume 
 
13   commitments from carriers. 
 
14             Given the volume commitments, carriers with 
 
15   smaller subscriber bases are at a significant 



 
16   disadvantage to develop new devices or new technology on 
 
17   their networks. 
 
18             Although Sprint has the third largest in the 
 
19   country, it faces difficulties in attracting developers 
 
20   of the best handsets. 
 
21             For example, due likely to the smaller 
 
22   relative size to AT&T and Verizon, Sprint has been 
 
23   unable to secure the Apple iPhone. 
 
24             If AT&T acquires T-Mobile, Sprint and the 
 
25   remaining carriers will become even less attractive to 
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 1   handset manufactures because they would be even smaller 
 
 2   relative to AT&T and Verizon. 
 
 3             Their vast subscriber bases of 100 million and 
 
 4   more customers would allow AT&T and Verizon to make 
 
 5   large volume commitments to OEMs to simply lock up 
 
 6   exclusive devices and keep them out of the hands of 
 
 7   competing carriers.  And don't think that the other 
 
 8   small carriers will be able to obtain exclusive deals if 
 
 9   this acquisition is approved. 
 
10             To date, driven by four national carriers, 
 
11   AT&T, Verizon, Sprint and T-Mobile, no smaller carriers 
 
12   have exclusively launched any significant handset. 
 
13             Devices offered by regional carriers are 



 
14   typically lower-tier brands, older or lower quality 
 
15   models or later versions of device technology previously 
 
16   brought to market by those four carriers we previously 
 
17   mentioned. 
 
18             The acquisition of T-Mobile will increase the 
 
19   disparity between the two big carriers and make it even 
 
20   less likely for the use of the handsets to be used by 
 
21   any other carrier than AT&T and Verizon. 
 
22             Now let me talk about time to market and cost 
 
23   advantages.  The size and scale provided by the 
 
24   acquisition of T-Mobile also cements the cost and time 
 
25   to market advantages of AT&T and Verizon over Sprint and 
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 1   other small carriers. 
 
 2             Different spectrum bands require different 
 
 3   device configurations and hardware to function properly. 
 
 4             Component manufacturers often prioritize 
 
 5   production.  First manufacturing components configured 
 
 6   to the spectrum frequency standards that apply to the 
 
 7   most widely used bands and then later making components 
 
 8   for bands used by smaller carriers. 
 
 9             Handset ecosystems support including the 
 
10   provisioning of parts, testing equipment and 
 
11   applications is developed and offered more rapidly by 
 
12   wireless standards used by carriers with the greatest 



 
13   volume potential. 
 
14             Finally, the largest carriers benefit from 
 
15   low-cost structures throughout the supply chain due to 
 
16   their scale and ability to drive greater volume.  This 
 
17   means that AT&T and Verizon have the greatest scale and 
 
18   enjoy greater time-to-market advantages than other 
 
19   carriers.  The proposed takeover would enhance these 
 
20   advantages to AT&T. 
 
21             Now let me talk about T-Mobile and Sprint as 
 
22   drivers of handset innovation.  In addition to increased 
 
23   access to exclusives and time-to-market advantages, the 
 
24   loss of T-Mobile as an independent national carrier 
 
25   would harm handset innovation because they were one of 
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 1   the only national carriers alongside Sprint that truly 
 
 2   supported open ecosystems and operating systems.  And 
 
 3   there will only be one national alternative for new 
 
 4   handset innovations by OEMs that are established vendors 
 
 5   other than those two that serve today, AT&T and Verizon. 
 
 6             Sprint and T-Mobile, along with Google, HTC 
 
 7   and others were founding members of the OHA -- or Open 
 
 8   Handset Alliance -- the consortium responsible for the 
 
 9   development of the Android Operating System. 
 
10             T-Mobile, working closely with Google and HTC, 
 
11   introduced the first Android phone in 2008, the G1. 



 
12   Sprint followed shortly thereafter with the release of 
 
13   the Android phone the Hero from HTC in 2009. 
 
14             Since then, Android platform has become the 
 
15   leading smartphone operating system now running over 
 
16   34 percent of the smartphones in the United States. 
 
17   T-Mobile and Sprint are the only U.S. wireless carriers 
 
18   that were members of this alliance when it first 
 
19   started. 
 
20             Sprint is bringing other innovations to the 
 
21   market, as has T-Mobile, like Google Voice, Google 
 
22   Wallet, Sprint I.D. and other initiatives, to its 
 
23   smartphones to give consumers the right and the choice 
 
24   to interact with partners that can innovate on open 
 
25   platforms. 
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 1             At&T and Verizon take the opposite approach in 
 
 2   many instances by walling off applications and platforms 
 
 3   and by driving particular vendors and particular 
 
 4   platforms by their choice of being a gatekeeper. 
 
 5             Innovation flourishes when competition 
 
 6   flourishes with the competitors to try out new suppliers 
 
 7   and platforms and business approaches. 
 
 8             If T-Mobile is eliminated, other than Sprint, 



 
 9   there will only be one national carrier willing to be 
 
10   the disruptor open to innovation and open platforms. 
 
11             In addition to Sprint and T-Mobile, we have 
 
12   also been the impetus for the growth for other OEMs like 
 
13   HTC, Kyocera and Samsung.  Historically, a lot of these 
 
14   companies got their start with both of our companies. 
 
15             While they were not household names in the 
 
16   past, the willingness of Sprint and T-Mobile to partner 
 
17   with these companies greatly increased innovation in 
 
18   handsets and then transformed and enforced established 
 
19   manufacturers to produce innovative handsets. 
 
20             JUDGE HECHT:  Your time is about up.  If you 
 
21   could, wrap up in one or two sentences. 
 
22             MR. ADIB:  I will do that. 
 
23             The removal of T-Mobile as a national 
 
24   competitor harms the ability of new OEMs to innovate, as 
 
25   there is one less willing carrier to partner. 
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 1             In conclusion, while AT&T claims the handset 
 
 2   innovation will be increased as a result of the 
 
 3   takeover, as a person responsible for developing 
 
 4   handsets at Sprint, I see it quite differently.  I see 
 
 5   Sprint and other smaller carriers having an increasingly 
 
 6   difficult time in obtaining these types of handsets and 
 
 7   the bulk of the these devices will go to the twin bells. 
 



 8             JUDGE HECHT:  Thank you. 
 
 9             And we will continue with Michael Woodward. 
 
10             Remember, you have seven minutes. 
 
11             MR. WOODWARD:  Good afternoon.  I am Mike 
 
12   Woodward.  I am the Vice President for Mobile Devices at 
 
13   AT&T. 
 
14             As our CEO will later explain this afternoon, 
 
15   we stand on the cusp of a significant leap forward in 
 
16   mobile devices and mobile technology in general and 
 
17   mobile networks. 
 
18             This is going to happen at an ever-increasing 
 
19   pace as we look to increase mobile devices and the 
 
20   services that they embody will demand more and more from 
 
21   the devices themselves. 
 
22             With that as a backdrop, I would like to frame 
 
23   a couple of key points.  First, AT&T has long been an 
 
24   innovator in the development and introduction of mobile 
 
25   devices and operating systems. 
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 1             We have been an innovator and a leader not 
 
 2   because of our size or our unique market position, but 
 
 3   through sound strategic planning and risk-taking. 
 
 4             Second, we'll continue to press the envelope 
 
 5   with innovation after our merger with T-Mobile.  This 
 
 6   isn't through altruism or scientific curiosity, but 



 
 7   because the competitive marketplace demands it. 
 
 8             All of our competitors from the largest down 
 
 9   to the smallest and across multiple different business 
 
10   models are moving aggressively to have the most potent 
 
11   and powerful handset and desirable handset portfolio as 
 
12   possible.  And they are all meeting with significant 
 
13   success. 
 
14             Third, we can look forward to this new 
 
15   technological Renaissance, but it is by no means a 
 
16   foregone conclusion.  It is going to rely heavily on a 
 
17   standard network capacity and the promise of things like 
 
18   LTE can bring to support the consumptive needs of our 
 
19   customers that are being adopted at a breakneck pace. 
 
20   Things like computing devices, mobile computing devices 
 
21   and media devices. 
 
22             Our transaction will allow us to drive 
 
23   innovation for our customers and it will force a 
 
24   response from our competitors as innovators as well. 
 
25             JUDGE HECHT:  I am going to remind the 
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 1   speakers to slow down a little bit so our court reporter 
 
 2   can keep up. 
 
 3             MR. WOODWARD:  Then will I get longer than 
 



 4   seven minutes? 
 
 5             AT&T, as I said, has a long history of 
 
 6   innovations, but let's let the facts speak for 
 
 7   themselves.  AT&T was the first to launch the popular 
 
 8   BlackBerry service across the world.  AT&T was the first 
 
 9   to launch a mobile Palm-based operating system which 
 
10   eventually became webOS. 
 
11             AT&T was the first to launch Windows own 
 
12   smartphone operating system which gave rise to a new 
 
13   business model where a platform provider created an 
 
14   operating system that was then licensed by handset 
 
15   manufacturers, which increased the number of smartphone 
 
16   manufacturers around the world. 
 
17             AT&T was also the first company to launch the 
 
18   modern tablet computer that gave rise to an entire new 
 
19   device category. 
 
20             We were the first to deploy and proliferate 
 
21   the latest substantiation of the global standard of GSM 
 
22   technologies called HSPA and UPA across our portfolio, 
 
23   which gave our customers several benefits. 
 
24             First off, it allowed them access. 
 
25             Second, it also gave them access to global 
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 1   roaming capability, which had been a common irritant 
 
 2   before then. 
 



 3             And, finally, it gave them access to 
 
 4   simultaneous voicing data. 
 
 5             If I look at this on the basis of our GSM 
 
 6   technologies, it is essential to build-out a compelling 
 
 7   device portfolio. 
 
 8             This was a strategic decision made over a 
 
 9   decade ago.  The reason it is important is because it 
 
10   gives us access to a global marketplace for handset and 
 
11   devices, a global marketplace where over 40 
 
12   manufacturers compete, which lowers prices and increases 
 
13   innovations, all of which is good for consumers. 
 
14             Of course, AT&T was the first to launch the 
 
15   smartphone from Apple, the iPhone, and it's resulting 
 
16   OS, iOS. 
 
17             The result is that of all these innovations is 
 
18   that AT&T has been the leading carrier for smartphones 
 
19   and their disruptive services and innovations since 
 
20   2007. 
 
21             AT&T's leadership in this area has been more 
 
22   than just technological innovations.  It has also given 
 
23   rise to entirely new business models. 
 
24             The applications economy was something that 
 
25   was virtually nonexistent in 2008, but by 2015 the Wall 
 
 
 
 
 
 
 
                                                        115 
 
 
 1   Street Journal estimates we will worth $34 billion. 



 
 2             AT&T not only helped spawn this economy with 
 
 3   its leadership in smartphones, it also continues to 
 
 4   support a robust developer program which has more than 
 
 5   30,000 registered developers and has been recognized as 
 
 6   the best in the country for the last five years running. 
 
 7             For California -- especially here in this part 
 
 8   of California -- our direct support of the applications 
 
 9   economy has produced an engine for job growth and global 
 
10   technological leadership. 
 
11             Now looking back on these innovations, it is 
 
12   easy to say, hey, those are all obvious.  Everybody 
 
13   could see that BlackBerry was going to be a success, 
 
14   that Windows Mobile or Palm or whatever would be a big 
 
15   deal.  But nothing could be further from the truth. 
 
16             Five to six years ago -- if you think back 
 
17   five to six years, I would wager that most of the people 
 
18   in this audience, if you had a cell phone, you had a 
 
19   cell phone that was capable of making voice calls. 
 
20   Maybe text messaging.  And if you were really 
 
21   sophisticated, maybe you had a custom ringtone. 
 
22             So in that period of time when the market 
 
23   looked like that, to make the enormous investments that 
 
24   we made to build out the networks and capabilities to 
 
25   bring out the most diverse palet of smartphones was an 
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 1   enormous risk. 
 
 2             These risks don't always work out.  While we 
 
 3   did get success with iPhone through introducing a number 
 
 4   of innovations there, it is a deep collaboration that 
 
 5   can be measured in years, not months. 
 
 6             We also teamed with Apple prior to that to 
 
 7   launch a different device.  Success has many followers 
 
 8   and failure is an orphan, as they say. 
 
 9             JUDGE HECHT:  Would you slow down a little bit 
 
10   for our court reporter. 
 
11             COMMISSIONER SANDOVAL:  This means slow. 
 
12             MR. WOODWARD:  It was a partnership between 
 
13   Motorola, Apple and AT&T.  It took advantage of the 
 
14   popular iPod services at the time and allowed import of 
 
15   iTunes on a cell phone.  And as much as we spent on the 
 
16   development of the software and as much as we spent on 
 
17   the marketing, it was a failure in the marketplace.  It 
 
18   was a risk that didn't pan out. 
 
19             But we'll continue to take these risks and 
 
20   we'll continue to do so because we are well-motivated to 
 
21   do so.  If I look at our competitors and their handset 
 
22   lineup, they are incredibly innovative. 
 
23             I would acknowledge the strong success of my 
 
24   colleagues here from Sprint who launched the first 4G 
 
25   smartphone in the U.S., which is the Evo 4G.  And they 
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 1   recently updated it with a 3D screen. 
 
 2             Not only that, they recently launched a 
 
 3   dual-screen smartphone.  The first of its kind in the 
 
 4   U.S. 
 
 5             Some of the smaller carriers have crossed 
 
 6   different business models.  Metro PCS was the first 
 
 7   carrier in the United States to launch an LTE 3G phone. 
 
 8   They were then the first carrier in the United States 
 
 9   and quickly followed that by quickly launching the first 
 
10   LTE smartphone, ahead of Verizon. 
 
11             If I look at the lines across Metro PCS, Leap 
 
12   and U.S. Cellular, I see multiple exclusive devices and 
 
13   smartphone across all different operating systems.  In 
 
14   fact, I see 18 exclusive devices. 
 
15             So in this era, when our full range of 
 
16   competitors have access to the best and cutting edge 
 
17   devices, we can't stand still.  And that is as true for 
 
18   us as it is for any carrier. 
 
19             But it is not going to be enough for us to 
 
20   take risks and do our best in developing a good and 
 
21   compelling handset portfolio.  We have to ensure that 
 
22   the networks have the speed and sophistication to enable 
 
23   to power these devices and the promise of LTE.  Things 
 
24   like mobile video and other innovations that we can't 
 
25   possibly think of right now. 
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 1             This will also help close the Digital Divide 
 
 2   that was referenced this morning by extending LTE 
 
 3   coverage to more than 97 percent of Americans. 
 
 4             But to do that, we have to address the severe 
 
 5   spectrum crunch both in terms of capacity and coverage. 
 
 6   And the proposed combination of these company's 
 
 7   complimentary spectrums and networks allows us to 
 
 8   address these capacity issues. 
 
 9             But most important for consumers, it removes 
 
10   the barriers to limitless innovations that can change 
 
11   their lives. 
 
12             Thank you. 
 
13             JUDGE HECHT:  Thank you. 
 
14             Now we will proceed with Cole Brodman. 
 
15             And I am going to give a word of advice, which 
 
16   is to pause between sentences and take a breath.  That 
 
17   is the best advice I ever got for public speaking. 
 
18             So if we can continue with Mr. Brodman. 
 
19             MR. BRODMAN:  I have a hard time with that, 
 
20   but I will do my best. 
 
21             Good afternoon.  My name is Cole Brodman.  I 
 
22   am the Executive Vice President and Chief Marketing 
 
23   Officer at T-Mobile. 
 
24             In this role, I have been responsible for 
 



25   handsets and product management for many years.  And I 
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 1   have been at T-Mobile USA and predecessor company for 
 
 2   approximately 16 years. 
 
 3             I first want to thank the Commission for 
 
 4   giving me the opportunity to appear today and speak 
 
 5   about how the combination of T-Mobile USA and AT&T will 
 
 6   open greater market innovation to the benefit of 
 
 7   consumers. 
 
 8             My statement includes a discussion of three 
 
 9   key points.  First, that the handset market is robustly 
 
10   competitive and is driven by a large global device 
 
11   ecosystem of manufacturers. 
 
12             Second, that consumer application innovators 
 
13   are demanding more bandwidth-intensive devices and 
 
14   applications that require more spectrum and capacity 
 
15   while carriers are focussing increasingly on developing 
 
16   capable broadband networks to meet this need. 
 
17             Finally, that the combination of AT&T and 
 
18   T-Mobile USA will spur further innovation because it 
 
19   will remove spectrum and capacity constraints for both 
 
20   companies allowing for enhanced network, such as a 
 
21   robust LTE platform. 
 
22             So let's go to the first point.  The handset 
 
23   market today is very competitive and post transaction 



 
24   will improve this ecosystem. 
 
25             In 2010 there were more than 1.3 billion 
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 1   handsets shipped on a global basis, of which 
 
 2   approximately 180 billion were shipped in the United 
 
 3   States. 
 
 4             Global handset competition is thriving today 
 
 5   as part of this dynamic and innovative broadband 
 
 6   ecosystem.  By having robust mobile networks, wireless 
 
 7   providers have developed a platform that allows the 
 
 8   market consumers an expanding array of handset options. 
 
 9             Today, wireless providers and U.S. consumers 
 
10   can choose from hundreds of handsets by an 
 
11   ever-expanding number of handset manufacturers. 
 
12             These devices do amazing things at consumers' 
 
13   desire, such as the ability to video chat instantly with 
 
14   a friend, upload photos to Facebook, or offer instant 
 
15   localized access to information. 
 
16             And importantly, one of the carriers' primary 
 
17   innovations in this development has been in the field of 
 
18   the network that these smart devices applications run on 
 
19             The competition is strong, and will remain so, 
 
20   with all firms constantly innovating to keep ahead of 
 
21   their competitors and deliver the most compelling 
 
22   products to consumers. 



 
23             Secondly, today there are hundreds and 
 
24   thousands of applications in the smartphone application 
 
25   markets in the Android and iPhone alone. 
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 1             Along with robust access to the Internet, 
 
 2   these applications are driving consumers to use more and 
 
 3   more data, and it is a certainty that smarter networks 
 
 4   with more spectrum capacity are needed to keep up with 
 
 5   the seepage that is exploding in our networks. 
 
 6             For T-Mobile USA, the proposed acquisition by 
 
 7   AT&T enables us to move ahead to address these spectrum 
 
 8   challenges and deploy superior LTE technology. 
 
 9             This is significant for our customers and for 
 
10   those of AT&T because LTE will enable smarter, more 
 
11   reliable and faster combined and will foster innovation 
 
12   in the application and handset market. 
 
13             Without this acquisition, T-Mobile has no 
 
14   clear path to LTE and, therefore, it is uncertain if we 
 
15   can participate in the LTE ecosystem, as clearly the 
 
16   future lies in the competition of innovation. 
 
17             The acquisition is going to enable us in the 
 
18   combined company to deploy LTE to 97 percent of the U.S. 
 
19   population and thereby promote a new round of LTE 
 
20   innovation. 
 



21             For Californians, it will mean that their 
 
22   coverage will only get better and more widespread than 
 
23   ever before. 
 
24             LTE state of the art broadband performance 
 
25   will create a virtual cycle of new investment in handset 
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 1   development, applications and new innovations.  LTE 
 
 2   services will enable a vast array of wireless services 
 
 3   that will transform how Americans live, work and play. 
 
 4             So in conclusion, a combined AT&T and T-Mobile 
 
 5   USA will enable continued device innovation by creating 
 
 6   advancement in broadband network for the United States. 
 
 7   This acquisition will spur innovation by alleviating 
 
 8   AT&T and T-Mobile's capacitance rates and by expanding 
 
 9   the capability of mobile broadband in the U.S. 
 
10             By accelerating the availability of LTE to 
 
11   Americans, the U.S. will continue to lead in the 
 
12   development and uses of advanced mobile Internet 
 
13   services guaranteeing our customers a better and more 
 
14   innovative product in the future. 
 
15             Thank you. 
 
16             JUDGE HECHT:  With that we'll turn to our last 
 
17   panelist, Dale Piiru. 
 
18             MR. PIIRU:  Hello.  My name is Dale Piiru.  I 
 
19   work for the Division of Rate Care Advocates. 



 
20             In our view wireless consumers face 
 
21   substantial obstacles when choosing wireless service or 
 
22   trying to switch providers. 
 
23             They are frequently left with no options if 
 
24   their prices go up or service quality deteriorates. 
 
25             In an effectively competitive market, 
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 1   consumers should have minimal barriers to switching to a 
 
 2   different carrier who offers better service quality or 
 
 3   lower prices. 
 
 4             While innovation in the wireless market is 
 
 5   already limited due to insufficient competition, the 
 
 6   elimination of T-Mobile would both remove a firm that 
 
 7   has a track record for innovation, and it would reduce 
 
 8   AT&T's incentive to innovate. 
 
 9             Locked handsets, the problem.  The exclusive 
 
10   agreements wireless carriers make with handset 
 
11   manufacturers and proprietary software installed in 
 
12   locked handsets reduces customer choice, reduces 
 
13   competition and stifles handset innovation. 
 
14             This reduces customers' ability to change 
 
15   providers since their phones are either locked or 
 
16   technologically incompatibility. 
 
17             AT&T's domination of the market and their 



 
18   tying service contracts with locked handsets reduces the 
 
19   market for other handset providers leaving customers 
 
20   with fewer choices. 
 
21             The action that we feel is needed -- even 
 
22   without this merger -- we would like to see handsets 
 
23   unlocked.  But if this merger goes through, as a 
 
24   mitigating condition, we would want carriers to provide 
 
25   the software required for unlocked phones to access the 
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 1   features of their service. 
 
 2             Secondly -- and then, if the Commission were 
 
 3   to decide that the they do not want to unlock handsets, 
 
 4   then we would recommend that you inform consumers at the 
 
 5   point of sale of their rights -- that they have a locked 
 
 6   handset but then at the end of the contract, their 
 
 7   handset should be unlocked so that they can go to other 
 
 8   providers. 
 
 9             Finally, the other recommendation for 
 
10   consumers would be that at the beginning of a contract, 
 
11   is that you give the consumer the option to just buy the 
 
12   handset with no contract.  And this handset would be an 
 
13   unlocked handset that the consumer could use to go to 
 
14   another provider. 
 
15             Closely related to this handset issue to us 
 



16   are the early termination fees.  We feel that this is 
 
17   another thing that hurts customer mobility and customer 
 
18   choice.  Requiring lengthy contracts cripples the 
 
19   customer's ability to switch to another carrier before 
 
20   the term of the contract expires. 
 
21             Customers need the ability to switch providers 
 
22   if their service is poor.  Long-term contracts 
 
23   inappropriately keep customers from voting with their 
 
24   feet. 
 
25             The last point I want to talk about is the 
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 1   bundling of the handsets and the service by the 
 
 2   incumbents creates a huge advantage for AT&T. 
 
 3             They have a huge customer base in California 
 
 4   already.  They can market to all of these people, even 
 
 5   if you are on the Do Not Call list, they can call you 
 
 6   and market their cell phone plans or whatever they want 
 
 7   to, but other companies don't have this kind of 
 
 8   advantage. 
 
 9             As a previous panelist discussed, it is 
 
10   prohibitive for new companies to enter into the market 
 
11   because of the high fixed cost of doing something like 
 
12   that. 
 
13             So if we are going to have this duopoly, we 
 
14   need some strong mitigating measures to make it so that 



 
15   customers have better choices. 
 
16             Thank you. 
 
17             JUDGE HECHT:  Thank you very much. 
 
18             Now we are going to take ten minutes for the 
 
19   panelists to have a discussion amongst themselves for 
 
20   the benefit of our audience. 
 
21             And in the meantime, people in the audience 
 
22   may fill out some of the question sheets and get them to 
 
23   the Commission staff people, particularly Roland, who is 
 
24   walking around the room. 
 
25             So would anybody like to go first in 
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 1   responding to each others' statements? 
 
 2             MR. ADIB:  I will go first. 
 
 3             The one thing I would like to comment on -- 
 
 4   although there have been claims of innovation by all the 
 
 5   carriers that have sat up here in front of this 
 
 6   Commission, I think that what we are talking about is 
 
 7   the future of innovation and how it impacts the people 
 
 8   of California as well as the rest of the United States. 
 
 9             I think as it has been stated before, we all 
 
10   kind of keep each other in check today by what we do. 
 
11   We all push each other. 
 
12             It is kind of the way -- I equate it, it is a 
 



13   bunch of runners in a race.  The lead runner is always 
 
14   challenged by an incumbent runner who is coming out from 
 
15   behind and trying to keep up the pace and keep the 
 
16   person in the lead at their best time. 
 
17             I think the less runners you have in a race, 
 
18   the less likely you are going to have the fact that the 
 
19   lead runner is going to want to keep the best pace that 
 
20   they can. 
 
21             I think in this instance when we talk about 
 
22   innovation, we are not saying there is a lack of 
 
23   innovation today, but what we are saying is there is a 
 
24   point in time where a runner becomes so good, it is hard 
 
25   for the next best runner to keep up. 
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 1             I think in this instance, the economies that 
 
 2   drive our core businesses around wireless are very 
 
 3   difficult to manage when the scale becomes too large. 
 
 4             Competitors who have lesser scale tend to have 
 
 5   more cost.  They have larger commitments that they have 
 
 6   to commit to with the different manufacturers in the 
 
 7   ecosystem. 
 
 8             Also, it is more preferential to the larger 
 
 9   established handset providers to do business with larger 
 
10   economies.  It is just good business practice. 
 



11             What that will do to the consumer is lock the 
 
12   consumer in to a particular carrier, even if they don't 
 
13   want to be with that carrier, per se. 
 
14             So, for example, customers make choices around 
 
15   three core elements today:  The network, the price plan 
 
16   and the device. 
 
17             If they are forced to go to a particular 
 
18   carrier for a device they want, they are forced to also 
 
19   abdicate to the price plan that carrier offers.  And if 
 
20   those prices start to go up, they will have to pay those 
 
21   prices if they want to stay with that carrier for those 
 
22   devices. 
 
23             What it will do for lesser carriers, because 
 
24   the devices are less preferential, that decision point 
 
25   will not be available for them. 
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 1             So one of the points we wanted to make on this 
 
 2   is the fact that the economies will degrade for smaller 
 
 3   carriers and we'll be so far behind in the race, it will 
 
 4   be very hard for us to keep up the competition. 
 
 5             MR. WOODWARD:  I would say the facts belie 
 
 6   that a little bit.  We have seen a number of new 
 
 7   entrants into the wireless market.  Wal-Mart has gotten 
 
 8   into the wireless market, as has Best Buy.  Cable 
 
 9   providers.  We see the all-you-can-eat carriers with 



 
10   Metro and Leap leading in marketshare in some markets. 
 
11             We also see rural carriers like Cellular South 
 
12   actually leading in marketshare in some of the markets 
 
13   where they operate. 
 
14             So a second point is as we talk about the 
 
15   availability of handsets, that has basically exploded 
 
16   over the last couple of years for a couple of big 
 
17   reasons. 
 
18             First off, the manufacturers -- we call them 
 
19   OEMs -- are operating on a global stage.  They are 
 
20   selling to as many carriers around the world as they 
 
21   possibly can. 
 
22             So we have seen manufacturers increase to 
 
23   about 40 selling here in the United States.  That allows 
 
24   us to have an unprecedented choice among handsets.  It 
 
25   is very difficult to lock up these meaningful exclusives 
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 1   or lock up every single desirable device that could come 
 
 2   along. 
 
 3             So many devices come along and they launch 
 
 4   with such frequency, in order to make all these 
 
 5   substantial commitments that are apparently required 
 
 6   would be cost prohibitive even for a large scale 
 
 7   provider like AT&T. 
 



 8             At any given point, we are really only 
 
 9   marketing one or two handsets.  Those are the ones that 
 
10   we are really promoting. 
 
11             This provides an incentive to manufacturers to 
 
12   look elsewhere, to go to some of these other providers. 
 
13             Further, they don't want to stop at just the 
 
14   national carriers.  They want to sell their handsets to 
 
15   the lower providers, the all-you-can-eat carriers. 
 
16             These represent millions and millions of 
 
17   subscribers to them, and that is why we see some of 
 
18   these providers with the handset portfolios that we do. 
 
19             MR. BRODMAN:  I think to carry that theme 
 
20   forward, the carriers play only one part of a very 
 
21   diverse, large ecosystem that makes handsets available 
 
22   to consumers. 
 
23             Increasingly, this is a global marketplace, 
 
24   and the U.S. market is benefiting from the innovation 
 
25   that is occurring in other parts of the world. 
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 1             I would say that the manufacturers and the 
 
 2   application providers are the key points of innovation 
 
 3   in this chain today.  While the carriers' role is 
 
 4   certainly to provide a distribution outlet and a 
 
 5   marketing engine for many of those devices, I see far 
 
 6   more devices -- as I know the folks in this panel and 
 



 7   other carriers that aren't up here -- I see far more 
 
 8   prices in any given week or month than I can market at 
 
 9   any point in time in the year. 
 
10             So my point of view is the marketplace is 
 
11   robust, and there are far more choices than I have the 
 
12   capability of marketing today, and I think other 
 
13   carriers are the beneficiaries of that. 
 
14             I look at my port data, where my customers are 
 
15   going to every week, and increasingly, they are going to 
 
16   carriers other than what we referred to as the "Big 
 
17   Four."  They are going to people who are competing quite 
 
18   actively at a local level and a regional level with 
 
19   quite comprehensive product portfolios and aggressive 
 
20   pricing. 
 
21             I know in my case -- a portion in any case -- 
 
22   my customers are choosing to go some place else. 
 
23             JUDGE HECHT:  Any other comments before we 
 
24   move on to our questions? 
 
25             MR. ADIB:  I would just like to make an ending 
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 1   comment to that.  I think it is a little unrealistic 
 
 2   that carriers have stated these lesser competitors as 
 
 3   true threats to their business.  I believe that the true 
 
 4   threats in the business are those that have scale.  And 
 
 5   when that scale is diminished, it is very hard to make a 
 



 6   case where you really see true business threats. 
 
 7             If AT&T and T-Mobile really believe that U.S. 
 
 8   Cellar and some of the rural carriers and some the 
 
 9   prepaid carriers are true threats, I don't see them 
 
10   acquiring those entities right now. 
 
11             I think what they have done is they have 
 
12   really pointed out that the way to get to the next stage 
 
13   of growth is to acquire one of the largest competitors 
 
14   and take them out of the market. 
 
15             Our belief is that, yes, we were the first 
 
16   with 4G in the market and it quickly accelerated all the 
 
17   other carriers to accelerate their 4G plans. 
 
18             If we wouldn't have done that, there would 
 
19   have been no real true compelling reason for AT&T and 
 
20   Verizon to really jump into the 4G market right away. 
 
21             If you notice, the 4G deployments that AT&T 
 
22   talks about in the case for this, they are actually 
 
23   quite late to the game in many areas.  I would say that 
 
24   a lot of that is because previously when they had the 
 
25   iPhone, they had very little reason to innovate because 
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 1   they had locked up so many customers with that device 
 
 2   and had so much growth. 
 
 3             If you looked at their portfolio at that time, 
 
 4   there are very few devices that they introduced beyond 
 



 5   that device in the marketplace. 
 
 6             And the only reason I think the recent growth 
 
 7   has taken place is because open ecosystems like Android 
 
 8   and the members of that alliance early on drove that 
 
 9   growth. 
 
10             MR. WOODWARD:  I suppose you could also say 
 
11   that our success with iPhone, which was innovated as a 
 
12   3G product, also drove a competitive response with 
 
13   Android.  And we also came and launched a number of 
 
14   Android products. 
 
15             You were out earlier with 4G, another 
 
16   competitive response. 
 
17             It did force us to respond and we have 
 
18   launched a number of 4G products already. 
 
19             JUDGE HECHT:  Any other last comments before 
 
20   we take questions from our audience? 
 
21             (No response.) 
 
22             JUDGE HECHT:  The first question is from April 
 
23   Mulqueen on the CPUC staff, and this question is 
 
24   directed to Mr. Adib. 
 
25             And the question from April is, what 
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 1   non-iPhone smartphones does Sprint offer? 
 
 2             And lacking the iPhone, is Sprint able to 



 
 3   compete on other bases? 
 
 4             MR. ADIB:  We have quite a few smartphones in 
 
 5   our portfolio, around 30 to 40 devices.  It is a little 
 
 6   bit smaller than both of the competitors that are here 
 
 7   on stage. 
 
 8             Without the iPhone, we have a number of 
 
 9   products that we had to go to early on to try to find a 
 
10   competitive response. 
 
11             We were driven to go and have to innovate with 
 
12   quote, "partners" that brought innovation to the table, 
 
13   and one of those was Google. 
 
14             We made a huge investment early on in Android. 
 
15   As I stated, T-Mobile was a charter member carrier 
 
16   founder of the Open Handset Alliance.  And a lot of the 
 
17   innovation that took place early on that took place 
 
18   around Android took place from both of our companies. 
 
19   And that had some good relative success.  Not to the 
 
20   level of the iPhone, because it is quite a dominant 
 
21   platform in the space, and it is an enviable position 
 
22   for us for AT&T. 
 
23             But if you look at things like the HTC Evo, we 
 
24   really helped grow that company because we allowed them 
 
25   to enter the market with us.  And previously HTC was a 
 
 
 
 
 
 
                                                        134 
 
 
 1   very unknown brand that did business with a lot of 



 
 2   carriers. 
 
 3             If you look at them today, their market cap is 
 
 4   actually bigger than RIM and Nokia.  So in a very short 
 
 5   period of time, a small company, maybe one one-hundredth 
 
 6   the size of a Nokia, a RIM and a Samsung, has quickly 
 
 7   become a dominant player in that space, and that was 
 
 8   only done because we gave them an opportunity. 
 
 9             I really fear what will happen for lesser 
 
10   handset manufacturers or those people that we referred 
 
11   to -- somebody on this campus who wants to create their 
 
12   own smartphone, they really have high barriers to entry 
 
13   because the capital costs are so high. 
 
14             The carrier is really the one that sets the 
 
15   portfolio.  We would all love to have unlocked phones, 
 
16   but we have all relatively tried that.  The American 
 
17   public hasn't quite taken off to the fact of paying full 
 
18   cost for a product.  We deal with a model where we are 
 
19   all hooked on subsidies, and the carriers do offset a 
 
20   lot of the costs of these very expensive devices with 
 
21   those subsidies. 
 
22             JUDGE HECHT:  Any brief response on that 
 
23   before we go to our next question? 
 
24             (No response.) 
 
25             JUDGE HECHT:  Okay.  The second question I 
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 1   have is from Chris Whitteman, also of the CPUC staff. 
 
 2   And this relates to AT&T's discussion on innovation. 
 
 3             The first question is, can AT&T estimate the 
 
 4   number of devices on its network that were not sold to 
 
 5   customers by AT&T or its distributors? 
 
 6             The second question is, would AT&T commit to 
 
 7   allow innovative non-affiliated devices to connect to 
 
 8   its network post merger? 
 
 9             MR. WOODWARD:  I believe the first question 
 
10   was to estimate the number of devices currently on our 
 
11   network that were not acquired through AT&T as a 
 
12   distribution outlet and can we estimate that number. 
 
13             I can't estimate that number off the top of my 
 
14   head.  It is possible that we could get -- it is 
 
15   possible that we could get data like that.  But it is 
 
16   very difficult to know where a device originated from. 
 
17             And this relates to the answer to the second 
 
18   part of the question, which is we already have a policy 
 
19   that allows you to bring your own device on to our 
 
20   network.  That device does have to be compatible with 
 
21   our network.  In order to work technologically, it has 
 
22   to be able to support the correct frequencies, but that 
 
23   exists today. 
 
24             JUDGE HECHT:  All right then.  Any other brief 
 
25   responses to that before we move on to the next 
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 1   question? 
 
 2             Seeing none, the next question is for 
 
 3   Mr. Piiru.  And this question is also from April 
 
 4   Mulqueen of the CPUC staff. 
 
 5             And April states that T-Mobile lost more than 
 
 6   400,000 contract customers in the first quarter of 2011. 
 
 7   Is it still your contention that wireless customers 
 
 8   cannot vote with their feet? 
 
 9             MR. PIIRU:  Let me put it this way: 
 
10   Smartphone customers are locked into the two major 
 
11   carriers.  When I say you can't vote with your feet, I 
 
12   should say it is very inconvenient to vote with your 
 
13   feet. 
 
14             First, you have to payoff your early 
 
15   termination fee, and then you have to pay for a new 
 
16   device with a new carrier.  So that makes it very 
 
17   difficult to vote with your feet. 
 
18             JUDGE HECHT:  Thank you. 
 
19             Any brief responses or comments from the other 
 
20   panelists? 
 
21             (No response.) 
 
22             JUDGE HECHT:  All right.  Then I will move on 
 
23   to a question from Paul Goodman of the Greenlining 
 
24   Institute.  This question also has two parts, or two sub 
 
25   questions. 
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 1             The first is, if T-Mobile customers do not 
 
 2   want AT&T as a provider post merger, will that customer 
 
 3   be required to pay an early termination fee? 
 
 4             And the second question is, will T-Mobile 
 
 5   customers be able to use their exiting apps on AT&T's 
 
 6   network? 
 
 7             And does AT&T provide any assurances that AT&T 
 
 8   will not block those apps? 
 
 9             MR. WOODWARD:  I think those are very good and 
 
10   valid questions.  I am not prepared to answer either of 
 
11   them here because I cannot speculate on what a 
 
12   postmerger strategy would look like.  It is one of the 
 
13   things that we would have to go into post transaction. 
 
14             The guiding principle across all of this would 
 
15   be to provide as much innovative, new services as we 
 
16   could, as possible, and provide the best customer 
 
17   experience we could, as possible, to serve those two. 
 
18             JUDGE HECHT:  Do we have any other comments 
 
19   from other panelists on that? 
 
20             MR. ADIB:  We have seen a lot of reports, and 
 
21   you can see it just from forum and talk groups and 
 
22   things of that nature, where a lot of T-Mobile customers 
 
23   are not happy with the proposition of this merger 
 
24   between AT&T and T-Mobile. 
 



25             T-Mobile stands as a certain brand.  It has 
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 1   created a certain image in the marketplace, and there 
 
 2   are a lot of happy customers with T-Mobile, even though 
 
 3   they have had some recent losses.  We have seen some of 
 
 4   that take place in the marketplace where they actually 
 
 5   fear for some of these things that may not come to be if 
 
 6   this merger goes through. 
 
 7             JUDGE HECHT:  Yes, Mr. Brodman. 
 
 8             MR. BRODMAN:  I just want to answer the 
 
 9   question slightly differently.  I think public record 
 
10   statements so far from the AT&T executive team -- even 
 
11   though I am at T-Mobile -- has been to reassure T-Mobile 
 
12   customers that they will be able to take their price 
 
13   plans going forward, post transaction, as well as their 
 
14   devices. 
 
15             So I think the main things that consumers care 
 
16   about is can I keep my rate plan value, can I keep my 
 
17   devices.  AT&T has come on the record and said, yes, you 
 
18   can.  So those are the two most relevant points to make 
 
19   on the question. 
 
20             JUDGE HECHT:  All right. We only have a few 
 
21   more minutes left.  And then we'll have an opportunity 
 
22   for questions by Commissioner Sandoval. 
 
23             So the first question is from Tracy Rosenberg 



 
24   of Media Alliance.  This is directed specifically at Mr. 
 
25   Brodman, but I think that it also applies equally to 
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 1   Mr. Woodward.  And that is, that AT&T last week 
 
 2   clarified that LTE coverage would be about 80 percent of 
 
 3   the population, not 97 percent, and is that still the 
 
 4   case, or are you changing that to 97 percent LTE. 
 
 5             MR. BRODMAN:  I think it is a question that 
 
 6   can be answered by the next panel. 
 
 7             Our understanding is still 97 percent of all 
 
 8   Americans will be covered with the postmerger network 
 
 9   has been what we AT&T has committed to. 
 
10             MR. WOODWARD:  I would agree.  I would suggest 
 
11   moving that one to the next panel. 
 
12             JUDGE HECHT:  I will keep that around for the 
 
13   next panel. 
 
14             Our last questions are from Regina Costa of 
 
15   TURN. 
 
16             The first is, if innovation occurs from 
 
17   handset and app manufacturers and they rely on carriers 
 
18   for distribution, would the merger reduce their national 
 
19   distribution options from four to three? 
 
20             And the second part is, Sprint introduced 
 
21   webOS, not AT&T.  What does that say about AT&T's 
 



22   innovation? 
 
23             We can start with the first question about the 
 
24   national distribution options. 
 
25             MR. WOODWARD:  I think national distribution 
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 1   companies, like Best Buy and Wal-Mart, have a number of 
 
 2   options available to them today.  They distribute to all 
 
 3   the carriers, including some of the smaller ones.  And 
 
 4   they have also gotten into their own brands.  And there 
 
 5   are other off-brands that they continue to support.  So 
 
 6   I reject the premise that it is only limited to four. 
 
 7   It is actually much broader than that. 
 
 8             The second question, I'm sorry, could you 
 
 9   repeat? 
 
10             JUDGE HECHT:  Sprint introduced webOS, not 
 
11   AT&T.  What, if anything, does that say about AT&T 
 
12   innovation? 
 
13             MR. WOODWARD:  I complimented Sprint on 
 
14   introducing webOS.  And I think it is an example of the 
 
15   virtuous cycle of innovation that we were speaking of 
 
16   earlier. 
 
17             And it was introduced, by the way, as an 
 
18   exclusive, so we weren't able to launch a webOS at the 
 
19   same time because my colleague was doing the job well. 
 
20             Once that became available, we did launch 



 
21   webOS and we do carry one web0S device today and 
 
22   continue to have plans to do so in the future. 
 
23             JUDGE HECHT:  Mr. Adib? 
 
24             MR. ADIB:  I thank Mike for his compliments 
 
25   and for being so gracious.  I mean that in all 
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 1   seriousness. 
 
 2             I do think, though, that webOS build, it did 
 
 3   get introduced first.  It was our competitive reaction 
 
 4   to a much more dominant iPhone. 
 
 5             The company that we worked with, Palm at the 
 
 6   time, introduced that product.  And it didn't do very 
 
 7   well because of the dominance that Apple and AT&T had in 
 
 8   the market. 
 
 9             Even today, though, webOS is a part of HP, it 
 
10   is still not doing very well.  It is still a fraction of 
 
11   the market, below 2 percent of the total smartphone 
 
12   market. 
 
13             So although it was a good competitive response 
 
14   and our wanting to try to take a smaller partner like a 
 
15   Palm, who is very innovative here in the Valley, and 
 
16   trying to prop them up and get the word out on a great 
 
17   product we thought they had innovated, it could not 
 
18   compete with many of the platforms today. 
 



19             I do want to correct.  It wasn't necessarily 
 
20   an exclusive.  It was a timely market advantage we had 
 
21   with that device.  The exclusivity periods were less 
 
22   than six months before other carriers started to carry 
 
23   that product. 
 
24             MR. WOODWARD:  But this does underscore the 
 
25   point we were making earlier.  As carriers focus on a 
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 1   particular market strategy at a particular time, it 
 
 2   opens up opportunities with the other carriers. 
 
 3             The Palm group didn't have a strong incentive 
 
 4   to take on AT&T at the time because they could see the 
 
 5   iPhone was winning in the marketplace.  And that was a 
 
 6   dominating focus, our chance with our customers.  So 
 
 7   they looked for other partners.  And that is exactly how 
 
 8   innovation has unfolded and forced a competitive 
 
 9   response across this industry.  And sometimes they win 
 
10   and sometimes they lose. 
 
11             JUDGE HECHT:  With that, I am going to turn to 
 
12   Commissioner Sandoval and ask what questions you have. 
 
13             COMMISSIONER SANDOVAL:  Thank you very much. 
 
14   I have a few brief questions. 
 
15             A couple of you on this panel have mentioned 
 
16   that the merger would free up channel capacity through 
 
17   the merger of AT&T and T-Mobile.  Exactly how much 



 
18   channel capacity would be freed up? 
 
19             MR. BRODMAN:  I think that should be deferred 
 
20   to the next panel.  It is probably best to handle it 
 
21   from the network side.  Sorry, Bill. 
 
22             COMMISSIONER SANDOVAL:  So to Mr. Brodman, is 
 
23   it, from T-Mobile?  You mentioned that T-Mobile 
 
24   customers increasingly are going to carriers other than 
 
25   the Big Four.  What is the data that you have that shows 
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 1   this, and how exactly do you track that? 
 
 2             MR. BRODMAN:  We look at internal data, two 
 
 3   sources.  The first is internal data that we get reports 
 
 4   on people that is called a port-out.  Essentially, a 
 
 5   port-out is a request from a customer to have their 
 
 6   phone number taken to another carrier, and we have to 
 
 7   start that process of moving that number into the other 
 
 8   carrier systems.  So we see those port-out requests. 
 
 9   That is the first source. 
 
10             The second source is from a company called 
 
11   Neilsen, which I'm sure the audience knows well. 
 
12   Neilsen tracks data on switches.  So customers who are 
 
13   coming from what carrier and are going to what carrier. 
 
14             COMMISSIONER SANDOVAL:  Do you think the 
 
15   reason that they are switching to carriers other than 
 



16   the Big Four is because of pricing options? 
 
17             MR. BRODMAN:  I think they are switching to 
 
18   carriers other than the Big Four primarily because the 
 
19   services that other carriers now offer are quite robust 
 
20   relative to what others in the audience think of as 
 
21   prepaid. I don't think the services essentially are 
 
22   prepaid anymore.  You may pay in advance.  But if you 
 
23   look at what those consumers believe they are buying, 
 
24   they believe they are buying services that are 
 
25   equivalent to the services that other carriers offer. 
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 1             They have access to Internet.  They have 
 
 2   access to 4G networks in some cases.  They have access 
 
 3   to smartphones.  To them it is just another alternative 
 
 4   to buy wireless service and increasing those services. 
 
 5   But many of those customers have higher customer 
 
 6   satisfaction, higher network promoter score than they do 
 
 7   for customers within our own network.  They believe they 
 
 8   are getting -- and; they are getting -- wireless service 
 
 9   that is quite competitive. 
 
10             JUDGE HECHT:  I believe we have follow-up from 
 
11   Mr. Adib. 
 
12             MR. ADIB:  Yes. 
 
13             I would say that although we talked quite a 
 
14   bit about the prepaid market, let's focus in on that for 



 
15   a second. 
 
16             At Sprint, we offered three prepaid brands. 
 
17   One is Virgin, one is Boost, and another low-cost brand 
 
18   called Assurance for low-income folks who can't afford 
 
19   to get into a phone.  It is government assisted. 
 
20             One of the things I would say is although 
 
21   there has been a downturn in the economy, there has been 
 
22   a lot of traditional post-pay customers looking at 
 
23   prepaid.  I would say the amount of excessive losses 
 
24   that we are all talking about are not necessarily 
 
25   existent. 
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 1             I would say that although you see a transition 
 
 2   of customers going to that space, predominantly the ones 
 
 3   most carriers look at to be the most valuable, the 
 
 4   customer lifetime value, are those within the postpaid 
 
 5   space. 
 
 6             Smaller carriers are going to continue to be 
 
 7   disadvantaged in this area.  The handset economics are 
 
 8   really just not there.  And although there are 
 
 9   competitors like Metro who have launched the first LTE 
 
10   product in the United States, I argue that I have not 
 
11   seen a huge amount of port-outs from any of our 
 
12   companies to that competitor. 
 



13             So innovation alone is lacking if you don't 
 
14   have scale and size. 
 
15             Also the marketing budgets it requires to talk 
 
16   about these things.  AT&T spends over a billion dollars 
 
17   a year in marketing and talking about their product that 
 
18   generates awareness, drives demand.  If that Behemoth 
 
19   powerhouse of marketing becomes even larger, all of 
 
20   these smaller competitors get drowned out.  They just 
 
21   don't have the ability to compete in that space. 
 
22             It goes back to what I think Susan said this 
 
23   morning.  It is the high school football team competing 
 
24   against the professional NFL team.  It is just not 
 
25   possible.  It is just disingenuous if we are really 
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 1   saying these competitors are threats to us. 
 
 2             I believe we have had the economists say that 
 
 3   the barriers of entry into this space are just so large, 
 
 4   it is really hard for a lot of these carriers in the 
 
 5   long run to stay viable for the reasons that you have to 
 
 6   grow your network.  You need resources for spectrum and 
 
 7   you need a lot of capital.  And it is just impossible to 
 
 8   try to grow to the same size as to what the carriers 
 
 9   here have grown in the future. 
 
10             JUDGE HECHT:  Mr. Brodman can respond briefly, 
 
11   and then we'll continue with Commissioner Sandoval's 



 
12   questions. 
 
13             MR. BRODMAN:  I will just add that while I 
 
14   respect his point of you, it is essentially true that 
 
15   recently a prime number of our customers our leaving our 
 
16   business to go to carriers that we consider to be 
 
17   prepaid carriers in the past but today offer very viable 
 
18   opportunities to post-pay service. 
 
19             On the marketing scales, the need to market 
 
20   nationally is a burden.  You have to appear in every 
 
21   market.  You have to appear in multiple distribution and 
 
22   media outlets. 
 
23             Metro PCS, or a prepaid, can take marketing 
 
24   dollars and target cheaply and tactically local markets 
 
25   and appear to be quite prevalent, and in some cases, 
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 1   larger than we are because they are able to focus on 
 
 2   regional and local advertising markets without the 
 
 3   burden of having to advertise nationally, even though 
 
 4   their plans aren't national plans.  But they have the 
 
 5   appearance of a national carrier, offering national 
 
 6   services to customers, but they can market quite locally 
 
 7   and regionally. 
 
 8             JUDGE HECHT:  Commissioner Sandoval. 
 
 9             COMMISSIONER SANDOVAL:  I have a couple of 
 



10   additional follow-up questions. 
 
11             This is also to Mr. Brodman.  I wanted to ask 
 
12   for a clarification.  You were saying that T-Mobile 
 
13   customers will be able to continue with their price 
 
14   plans.  So two questions. 
 
15             What about customers who are the prepaid 
 
16   customers who are not on a price plan, would comparable 
 
17   pricing terms be available post the merger to those 
 
18   prepaid customers who haven't locked in any price? 
 
19             And for the ones who are postpaid, who are on 
 
20   contracts, what happens after their contract expires? 
 
21   Is there any commitment to offer similar low-price 
 
22   options? 
 
23             MR. BRODMAN:  One clarification.  Prepaid 
 
24   customers are on price plan.  They are paying for 
 
25   service on a month-to-month basis.  I think that is a 
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 1   question probably more appropriate for AT&T.  I will 
 
 2   just repeat the statement that the AT&T management has 
 
 3   made, that price plans and devices will work post 
 
 4   merger. 
 
 5             MR. WOODWARD:  I will second that.  But I 
 
 6   can't go beyond what we have already stated publicly. 
 
 7             JUDGE HECHT:  Mr. Adib. 
 
 8             MR. ADIB:  I would just ask that -- although 



 
 9   that may happen, I would ask, is that through the first 
 
10   upgrade?  Is it through an indeterminate period of time? 
 
11             I think the questions that really need to be 
 
12   posed to the companies are how long will those price 
 
13   plans last.  Because, typically, when any of the 
 
14   carriers do price plan changes, although the customers 
 
15   get to keep their legacy plans, they are only as good as 
 
16   long as they don't upgrade to a new device and re-up 
 
17   their contract that they have to go into new price 
 
18   plans.  That's typically the way the industry works 
 
19   today. 
 
20             I am very curious to understand if that would 
 
21   be the way it would be for T-Mobile moving forward. 
 
22             MR. WOODWARD:  We have already talked about 
 
23   the strong growth that we are seeing in prepaid 
 
24   providers.  That is where the industry is seeing the 
 
25   most growth right now. 
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 1             AT&T post merger has a very strong incentive 
 
 2   to hold on to as many T-Mobile customers. 
 
 3             COMMISSIONER SANDOVAL:  So I can tell you that 
 
 4   I know that many members of the Commission will be 
 
 5   interested in finding out more information about the 
 
 6   combined company post merger merger to look at what 
 



 7   low-priced options would be available post merger and 
 
 8   how long those will last.  Because even if you are 
 
 9   talking about people who have two-year contracts, those 
 
10   contracts when they start expiring as we speak, and once 
 
11   the merger closes, they would expire. 
 
12             So the question is what would the merger's 
 
13   effect be on the price competition?  What options are 
 
14   going to be available for those people? 
 
15             And then my final question will be, so due to 
 
16   the wonders of wireless service, while we were here, I 
 
17   was looking up the Open Handset Alliance.  So I got that 
 
18   Sprint and T-Mobile are members of Open Handset Alliance 
 
19   and that AT&T is not.  At least, what is listed on their 
 
20   website. 
 
21             So does the merged entity plan to be a member 
 
22   of the Open Handset Alliance or to adhere to the 
 
23   principles of the Open Handset Lines? 
 
24             MR. WOODWARD:  I don't know if I would comment 
 
25   on what exactly we would do post merger.  But I would 
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 1   say with respect to the Open Handset Alliance, it is out 
 
 2   of date.  It was originally put together to help Google 
 
 3   come up with a business model for Android and for OEMs 
 
 4   around the world. 
 
 5             Well, since then, Android is now the leading 



 
 6   operating system.  IDC projects that it is going to be 
 
 7   the leading operating system through 2015, far outpacing 
 
 8   Apple, which ends up being third, by the way. 
 
 9             So AT&T has launched many devices and will 
 
10   continue to do so.  So I don't necessarily know that we 
 
11   see a compelling need to join.  But if we do, we 
 
12   certainly will. 
 
13             And we have been a founding member of a number 
 
14   of other consortia like the Wholesale Applications 
 
15   Community, which strives to make applications 
 
16   development much broader and wider to go beyond app 
 
17   stores and really open this up and bring applications up 
 
18   to where they really are browser-based.  And we were a 
 
19   founding member of that, and we have been on many other 
 
20   consortia, so I would leave it there. 
 
21             JUDGE HECHT:  I believe we have a follow-up 
 
22   from Mr. Adib. 
 
23             MR. ADIB:  Sure.  I believe the openness of 
 
24   the marketplace is very important for consumers.  We are 
 
25   starting to find more and more that customers want 
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 1   choice. 
 
 2             These open application market systems where 
 
 3   the carrier is not the gatekeeper for the 
 



 4   decision-making that the consumer and the business wants 
 
 5   to make on the front end is very important. 
 
 6             We have reoriented our whole business about 
 
 7   trying to be more open.  There are definitely degrees of 
 
 8   open.  I believe many of our carriers not present here 
 
 9   have claimed openness, but you really have to back it up 
 
10   with your actions. 
 
11             I believe that when you look at the 
 
12   presentation of our portfolio right now, over 70 percent 
 
13   of the devices we have today are Android.  Part of it is 
 
14   because we believe it is a great open operating system. 
 
15             If you probably checked the news today, they 
 
16   have just reached about 550,000 activations per day 
 
17   worldwide, and it is because customers appreciate the 
 
18   choice. 
 
19             One of the things that could happen in the new 
 
20   world when this all takes place is, AT&T could choose to 
 
21   continue to have products that have the Android 
 
22   Operating System, but they could also dictate to the 
 
23   OEMs what they should do with those devices. 
 
24             They could choose that they don't want to put 
 
25   Android marketplace on there and they want to put their 
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 1   own.  They can choose that they don't want to use Google 
 
 2   Search and they can dictate what search engine they have 



 
 3   in place of that. 
 
 4             There really is no reason for them to open 
 
 5   that up.  There is even more reason for them to lock it 
 
 6   down, because they will be a predominant duopoly in this 
 
 7   space and they will be able to dictate the direction of 
 
 8   those products and services. 
 
 9             So I would contend that the openness is very 
 
10   important and part of the reason we originally joined 
 
11   OAH. 
 
12             MR. WOODWARD:  And if I may, we would 
 
13   create -- openness is very important and also why we 
 
14   give consumers the choices that we do, not only across 
 
15   the operating systems, but across the different 
 
16   applications stores that are available. 
 
17             We don't restrict any applications stores from 
 
18   customers.  They get the application stores that come 
 
19   from the operating system, from the platform. 
 
20             They are also free to go get application 
 
21   stores that are on the open marketplace.  You can go and 
 
22   get the Amazon application store.  You can get the 
 
23   Handango application store, you can get the Handmark 
 
24   application store.  You can go wherever you want. 
 
25             As we said earlier, we are a leader in 
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 1   universal applications which stands to democratize 
 
 2   applications going forward with the development of HTML 
 
 3   5 standards. 
 
 4             So I really don't think there is any basis in 
 
 5   our past behavior -- nor would we have any incentive in 
 
 6   our future behavior to keep customers from getting at 
 
 7   these applications.  And this is from the company that 
 
 8   helped spawn the applications economy.  So I don't think 
 
 9   it is realistic, with all due respect. 
 
10             JUDGE HECHT:  Do we have any last questions? 
 
11             (No response.) 
 
12             JUDGE HECHT:  Then we have finished our third 
 
13   panel today, and we are going to take the briefest of 
 
14   breaks just to change panelist and then we'll come back. 
 
15             We'll be off the record. 
 
16             (Recess.) 
 
17 
 
18 
 
19 
 
20 
 
21 
 
22 
 
23 
 
24 
 
25 
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 1           (Panel discussing The Network and Innovation      
 
 2  1:26 p.m. to 4:01 p.m.)   
 
 3           Panelists:   WILLIAM HOGG, AT&T; STEVEN    
 
 4  STRAVITZ, Spectrum Management Consulting/Sprint; JOHN  
 
 5  DONOVAN, AT&T; STEPHEN BYE, Sprint.) 
 
 6           JUDGE HECHT:  We'll be back on the record. 
 
 7           This is our fourth panel of the day, and our  
 
 8  final panel is made up of representatives of some of the  
 
 9  parties.   
 
10           We have with us William Hogg representing  
 
11  AT&T.  Steven Stravitz representing Sprint.  John  
 
12  Donovan representing AT&T.  And Stephen Bye representing  
 
13  Sprint, unless I'm mistaken about any of those  
 
14  affiliations. 
 
15           As a reminder before we go forward, I'd like to  
 
16  reiterate that if anybody wants to comment during the  
 
17  public comment portion of our afternoon, which will  
 
18  begin at or a little after 3:30, depending on how this  
 
19  session goes, please sign up in the back.   
 
20           This is for nonparties only, but we would be  
 
21  delighted to hear from any public speakers that may want  
 
22  to, to have a couple of minutes to speak. 
 
23           With that our structure for the panel is the  
 
24  same as the last several.  Each speaker will have seven  
 
25  minutes, and then we'll do a little bit of discussion  
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 1  amongst the speakers followed by questions.   
 
 2           And I will begin with Mr. Hogg. 
 
 3           MR. HOGG:  Thank you.  Good afternoon,  
 
 4  Commissioner, Your Honor.   
 
 5           I'm Bill Hogg.  I'm the senior vice president  
 
 6  of network planning and engineering for AT&T services.   
 
 7           At the last workshop I explained the  
 
 8  network-related benefits of the proposed transaction  
 
 9  between T-Mobile USA and AT&T, and in the next few  
 
10  minutes, I will discuss how the merger will enable AT&T  
 
11  to deliver faster, more efficient broadband services  
 
12  throughout California and the country to meet the  
 
13  explosive demand for broadband. 
 
14           I will also discuss ways in which AT&T seeks to  
 
15  increase network capacity and promote innovation and  
 
16  support new broadband services, devices and  
 
17  applications. 
 
18           We currently offer digital cellular service  
 
19  calls GSM and a mobile broadband service called UMTS,  
 
20  with enhanced high-speed packet access.   
 
21           These services operate on our 850 and 1900  
 
22  spectrum, and as I discussed last week, we are also  
 
23  aggressively deploying further advanced mobile broadband  
 
24  in the form of LTE, or long-term evolution, using our  
 
25  AWS and 700 spectrum. 
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 1           We'll begin offering commercial services this  
 
 2  summer in five markets, in Dallas, Houston, Chicago,  
 
 3  Atlanta and San Antonio and plan to expand to ten other  
 
 4  cities by the end of the year covering 70 million  
 
 5  Americans with LTE service. 
 
 6           By 2013 we expect that we will reach 80 percent  
 
 7  of Americans with LTE, and already are selling UMTS and  
 
 8  LTE capable handsets. 
 
 9           As you may know, LTE is a new service.  Verizon  
 
10  began selling this service with compatible data cards  
 
11  for laptops and the like at the end of 2010, and began  
 
12  selling its first smartphones in just over three months  
 
13  ago. 
 
14           So as a result of them being first, they've had  
 
15  their fair share of challenges in making the technology  
 
16  work, and that's part of the maturing process as we go  
 
17  through new technology deployment.   
 
18           To be clear though, LTE will be a great benefit  
 
19  to customers both here in California and across the  
 
20  United States.   
 
21           As a technology LTE is faster, has more latency  
 
22  and is more efficient than current mobile technologies.   
 
23  It supports more innovative devices, services and  
 
24  applications, and because of the efficiencies I  
 
25  described last week, it will be available to more  
 
 
 
 
                                                                     157 



 
 1  people, including T-Mobile USA customers in California  
 
 2  and other places.   
 
 3           The increased scale, spectrum and other  
 
 4  resources the merger brings will allow AT&T to deploy  
 
 5  LTE to more than 97 percent of the U.S. population,  
 
 6  including smaller communities and rural areas.   
 
 7           This will bring new capabilities to the  
 
 8  broadband ecosystem, device manufacturers, application  
 
 9  developers, and platform operators, and they'll have  
 
10  greater incentives to innovate when those innovations  
 
11  can be offered on a broader, deeper and more robust LTE  
 
12  network.   
 
13           In addition, a robust LTE network will permit  
 
14  more services such as remote education, telemedicine and  
 
15  more efficient business-related applications, and  
 
16  customers in rural and smaller communities will  
 
17  especially benefit from these capabilities. 
 
18           Further, once the LTE network is deployed, we  
 
19  will continue to support our customers on GSM and on  
 
20  UMTS.   
 
21           Many GSM customers have a personal preference  
 
22  to keep their GSM service.  They're comfortable with the  
 
23  phones they have, and the GSM serves the need for voice  
 
24  and text.   
 
25           It is important for many demographics inside of  
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 1  our customer base, and as I explained last week, we  
 
 2  already migrate our customers from GSM to more  
 
 3  spectrally efficient technologies, but many GSM  
 
 4  customers are happy with their service.   
 
 5           We've offered incentives for our customers to  
 
 6  migrate from GSM to more spectrally efficient UMTS  
 
 7  service, and in fact, we provide a UMTS phone free in  
 
 8  our stores when customers sign up for service. 
 
 9           So AT&T subscribers will migrate over time to  
 
10  more spectrally efficient UMTS and/or LTE services and  
 
11  will continue to provide sufficient GSM capacity to  
 
12  ensure that GSM customers receive quality service.   
 
13           And as I said last week, the integration of  
 
14  these two companies' networks will create  
 
15  capacity-expanding network efficiencies that will give  
 
16  AT&T the turnaround space it requires to transition  
 
17  customers to the faster and more efficient UMTS and LTE  
 
18  broadband technologies without degrading service for  
 
19  customers on earlier technologies. 
 
20           Our efforts to increase capacity in our network  
 
21  have by no means been limited to migrating subscribers  
 
22  from GSM to UMTS.   
 
23           We have also been an industry leader in  
 
24  deploying alternate network solutions in the form of  
 
25  distributed antenna systems, or DAS, that are designed  
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 1  to offload traffic and reduce demands on the  



 
 2  macronetwork.   
 
 3           Distributed antenna systems are collections of  
 
 4  small antennas that are deployed over small geographic  
 
 5  areas and then connected back to the central location  
 
 6  through fiber.   
 
 7           They can be used to fill in gaps in coverage,  
 
 8  and to increase capacity within geographically-limited  
 
 9  areas.  We have deployed hundreds of public DASs in the  
 
10  California area, and even more are planned for  
 
11  completion by the end of 2011. 
 
12           In addition to DAS, we have deployed 24,000  
 
13  wi-fi hot spots nationwide, thousands of which are in  
 
14  California.   
 
15           We've launched wi-fi hot zones, essentially  
 
16  outdoor wi-fi networks that cover larger areas than just  
 
17  a hot spot to complement our macronetwork in California  
 
18  and throughout the country, and we plan to continue to  
 
19  do this wi-fi expansion in the future. 
 
20           DAS and wi-fi, however, are not limited -- are  
 
21  limited-purpose solutions.  They're not intended to  
 
22  offload traffic in a macronetwork.  They're targeted in  
 
23  small, individual areas, and do not provide coverage and  
 
24  capacity similar to the macrosite.   
 
25           It's very expensive to deploy these DAS  
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 1  equipment relative to a macrosite, and it provides  
 



 2  meaningful offload only in localized high-density  
 
 3  locations, such as sports arenas, airports as examples. 
 
 4           There are DAS and wi-fi -- therefore, DAS and  
 
 5  wi-fi are not designed to, nor are they sufficient to  
 
 6  address AT&T's widespread capacity constraints in the  
 
 7  way that the integration of AT&T and T-Mobile's networks  
 
 8  can.   
 
 9           Even after the merger we will continue to  
 
10  deploy DAS, wi-fi and pursue other alternative  
 
11  strategies that will help us address capacity concerns. 
 
12           In summary, the merger will improve service,  
 
13  provide wider deployment of mobile broadband in  
 
14  California, all the while using more efficient LTE  
 
15  technology that will promote innovation.   
 
16           These network efficiencies resulting from the  
 
17  merger will give AT&T the turnaround time to transition  
 
18  customers to more efficient technologies.   
 
19           While DAS and wi-fi cannot substitute for these  
 
20  capacity-generating efficiencies, they'll continue to be  
 
21  tools in our tool kit to allow us to add capacity to our  
 
22  networks and solve the capacity crisis that we have.   
 
23           Commissioner Sandoval, thank you for the time  
 
24  and the opportunity to address how our LTE deployments  
 
25  and our network integration will further innovation.   
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 1  Thank you. 
 
 2           COMMISSIONER SANDOVAL:  Thank you. 



 
 3           JUDGE HECHT:  Thank you. 
 
 4           Now we're going to continue, and before we  
 
 5  continue, I'm going to just provide a reminder that each  
 
 6  person should begin by introducing themselves and  
 
 7  providing your job title and relationship to the parties  
 
 8  in this proceeding, and that includes whether you're an  
 
 9  employee or a consultant and other information.   
 
10           Also, I would like to remind everybody to speak  
 
11  slowly and clearly, which I think we're doing a good job  
 
12  of this time around, and we'll see how this goes. 
 
13           Mr. Stravitz. 
 
14           MR. STRAVITZ:  Good afternoon.  My name is  
 
15  Steven Stravitz.  I am a CEO of a company called  
 
16  Spectrum Management Consulting, which is separate from  
 
17  Sprint, but hired for Sprint, I guess around a month  
 
18  before the -- after the merger occurred and sometime in  
 
19  the May time frame.   
 
20           And so far to date I have filed two  
 
21  declarations on Sprint's behalf to respond to the FCC,  
 
22  and one of those I think was also submitted to the  
 
23  commission.  So I thank the commission for the  
 
24  opportunity to talk here today. 
 
25           What I'd actually like to do is spend a little  
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 1  bit of time.  I actually differ in thinking about what's  
 
 2  been said so far today.  I'd like to take my seven  
 



 3  minutes in terms of describing exactly why they differ. 
 
 4           I'm going to start with basically capacity, and  
 
 5  then I'm going to talk about coverage, and then I'm  
 
 6  going to hopefully have a little bit of time to talk  
 
 7  about uniqueness of T-Mobile as a stand-alone entity,  
 
 8  since I think those are three topics that so far today  
 
 9  have been kind of talked around, and there have been  
 
10  questions raised on them. 
 
11           So with regards to AT&T and the capacity  
 
12  concerns that exist, I think the first thing to kind of  
 
13  mention out here is that AT&T's basically capacity  
 
14  claims are not unique to the industry, and actually even  
 
15  though AT&T's demands are increasing, if anything,  
 
16  actually at this point the demand on their network is  
 
17  actually smaller than Verizon's. 
 
18           This statistic is actually cited by J.P. Morgan  
 
19  in a report that they generated where actually in the  
 
20  first quarter of 2000 -- of this year they're actually  
 
21  about seven percent more traffic on the network going up  
 
22  by the fourth quarter to 31 percent actually more  
 
23  traffic is the projection that J.P. Morgan mentioned. 
 
24           The two reasons, the twofold reasons why that's  
 
25  actually occurring is one is that they expect a  
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 1  subscriber growth going towards the higher bandwidth  
 
 2  intensive applications is greater now that, for  
 
 3  instance, Verizon has the iPhone on their network as  



 
 4  well as the launch of their LTE network as well as the  
 
 5  fact that on a per-user basis the amount of usage per  
 
 6  subscriber is actually higher.   
 
 7           Nielsen once again actually monitors these  
 
 8  things, and they sampled in the first quarter of this  
 
 9  year, 65,000 subscribers, and they found that for iPhone  
 
10  users, which is a large predominance of AT&T's network,  
 
11  it's 492 megabits per month versus basically 582  
 
12  megabits for an Android device. 
 
13           So that's kind of I guess the first point that  
 
14  I just want to kind of wrap up here is that the demand  
 
15  that is put upon this network is not actually unique to  
 
16  AT&T.  Everybody in the industry, all major carriers are  
 
17  actually dealing with it and working through it.   
 
18           And I'll talk a little bit later, but also in  
 
19  terms of third market -- of third party projections, in  
 
20  terms of statistics of monitoring the health of it, such  
 
21  as blocked calls, dropped calls, call successes and  
 
22  these other things, AT&T is not once again unique in any  
 
23  way, shape or form with the performance that they are  
 
24  seeing on their network compared to others. 
 
25           Now with regards to the other side, now that  
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 1  we've discussed a little bit on the demand side, let's  
 
 2  talk a little bit about supply. 
 
 3           Acquiring basically T-Mobile to solve  
 



 4  supposedly the capacity constraint problem is actually  
 
 5  in my estimation is not the only solution.  It is  
 
 6  actually not even the preferred solution.   
 
 7           And the reason for this is that largely what  
 
 8  has been publicly stated in filings by AT&T and other  
 
 9  presentations is that what you're doing here is you're  
 
10  trying to merge together two homogenous networks,  
 
11  meaning two networks that have the same architecture,  
 
12  macro networks.   
 
13           And it has been stated in different  
 
14  presentations that only about 35 percent of that network  
 
15  on T-Mobile, if the acquisition was allowed, would  
 
16  actually remain.  So you're by definition destroying 65  
 
17  percent of a perfectly good network in terms of the  
 
18  consolidation. 
 
19           Now, in my filings in the past we've  
 
20  actually -- what I've done is I've kind of mentioned a  
 
21  three-lever model.   
 
22           And the three levers are simply use the  
 
23  spectrum you actually have.  Some people call it  
 
24  warehousing and other type of terms, but use what you  
 
25  have.   
 
 
 
 
                                                                     165 
 
 1           Second is basically evolve to more  
 
 2  spectrally-efficient technologies, which AT&T is doing,  
 
 3  but probably in a more aggressive way.   
 
 4           As well as basically stop doing certain  



 
 5  activities, which I'll talk about more in a second here,  
 
 6  in terms of gaining more efficiency for the spectrum you  
 
 7  have deployed.   
 
 8           And then the third is basically whether you  
 
 9  want to call it moving towards heterogenous networks,  
 
10  meaning architectures where you have macro and smaller  
 
11  cells involved in the same network, as well as offloads,  
 
12  which they're presently doing at some scale.   
 
13           But once again I would probably say that 24,000  
 
14  wi-fi points is rather small compared to the complete  
 
15  United States, in terms of a percentage of coverage and  
 
16  going at things.   
 
17           But moving to heterogenous, which is actually  
 
18  how we are going to solve this problem in terms of order  
 
19  of magnitude for the spectrum constraint where we're  
 
20  going to build more dense networks.  That's basically  
 
21  how this problem is going to get solved by everybody in  
 
22  the industry. 
 
23           So kind of just going one layer down here and  
 
24  talking about the unused spectrum, in the filing we've  
 
25  actually used the L.A. as an example, and it turns out  
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 1  that if you look at L.A., and I actually round down and  
 
 2  I don't have the exact numbers.   
 
 3           What I mean when I round down is if, for  
 
 4  instance, AT&T has 700 megahertz spectrum and it's a 6  
 



 5  and a 6 pairing, in reality because of what I do with it  
 
 6  later on, they're only going to implement a  
 
 7  five-megahertz channel because that's actually the  
 
 8  channel bandwidth of what LTE, for instance, would be.   
 
 9  So I scaled down from the number.   
 
10           They have 125 megahertz, we'll say, of  
 
11  channelized spectrum that they can use, and presently  
 
12  today 60 of the 125 megahertz is not used.   
 
13           How many people are a little bit surprised on  
 
14  that?  I mean so today AT&T only actually has used the  
 
15  cellular and the PCS bands of spectrum of which have  
 
16  been out there since the 1990s.   
 
17           So all the spectrum basically since then in  
 
18  terms of AWS and 700, you're about to get to, but so far  
 
19  today we have not actually deployed that spectrum. 
 
20           So largely speaking, once again that we're  
 
21  using -- we're unusing, in essence, 60 of 125 megahertz,  
 
22  of spectrum we're utilizing 65. 
 
23           JUDGE HECHT:  All right.  You're about at your  
 
24  time.  If you could wrap up in a sentence or so. 
 
25           MR. STRAVITZ:  All right.  So let me just  
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 1  briefly talk about, and I'll summarize on this, and  
 
 2  hopefully will get a chance to talk about densification  
 
 3  in the Q and A. 
 
 4           So one of the things that actually a little bit  
 
 5  bothers me is how people utilize their spectrum, and  



 
 6  there's been consistent claims on the inability to move  
 
 7  GSM users off of the spectrum and move to more higher  
 
 8  efficient uses on the spectrum itself. 
 
 9           I actually bought this phone yesterday in Palo  
 
10  Alto.  It is a GSM-only phone, and I paid $40 for it,  
 
11  and I actually signed up and I got a post-paid package  
 
12  for it.  I signed up for the 450 one.   
 
13           I purchased these two other ones.  This one  
 
14  actually uses Edge, and I have an unlimited Edge with  
 
15  texting plan with this one, and I bought this was  
 
16  purchased in the D.C. area and the same here.   
 
17           All three of these were purchased this week. 
 
18           When we get into the question that you asked,  
 
19  for instance, on channel pooling, you'll see that the  
 
20  efficiencies there are minuscule, and it's actually to  
 
21  some degree discussing basically efficiencies on GSM is  
 
22  a little bit missing the point considering that when you  
 
23  look at the efficiencies differences between something  
 
24  like GSM compared to UMTS on a five-megahertz channel on  
 
25  a GSM, you get maybe around 33 Erlangs, 35 Erlangs.  It  
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 1  depends on how exactly you implement it.   
 
 2           Compared to five megahertz implemented on UMTS,  
 
 3  you get closer to 90.  So you're talking about 300  
 
 4  percent.   
 
 5           With that I'll stop there for my time limit. 
 



 6           JUDGE HECHT:  Yes.  Thank you.   
 
 7           MR. STRAVITZ:  Thank you. 
 
 8           JUDGE HECHT:  We will move on to Mr. Donovan,  
 
 9  and I will remind the speakers that we have Stefanie  
 
10  keeping time in the audience, and she will put up  
 
11  something that says you have two minutes and then one  
 
12  minute, and I think I said that at the beginning of the  
 
13  day, but I think it's good to have a reminder. 
 
14           Go ahead, Mr. Donovan. 
 
15           MR. DONOVAN:  Good afternoon, Your Honor, and  
 
16  Commissioner Sandoval. 
 
17           I'm John Donovan, chief technology officer at  
 
18  AT&T where I'm responsible for the company's innovation  
 
19  and global technology operations, including research and  
 
20  development, product development, network engineering,  
 
21  security and intellectual property.   
 
22           I also serve as the chairman of the Alliance  
 
23  for Telecommunications Industry Solutions referred to as  
 
24  ATIS, a group of global infrastructures and device  
 
25  manufacturers, carriers and others committed to rapid  
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 1  development and promotion of open technical and network  
 
 2  standards.   
 
 3           And I chair the strategy group of the Wholesale  
 
 4  Applications Community, a global organization that's  
 
 5  creating an open platform to allow mobile software  
 
 6  developers to write applications that are usable across  



 
 7  a variety of devices operating systems and networks. 
 
 8           I'd like to share my view of the trends that  
 
 9  are transforming the U.S. wireless industry and that led  
 
10  AT&T to enter into the proposed transaction with  
 
11  T-Mobile USA. 
 
12           I'll also address AT&T's programs to drive  
 
13  innovation and the positive impact the transaction will  
 
14  have on innovation industrywide.  These trends are  
 
15  especially important in California in light of the key  
 
16  role that Silicon Valley plays in driving innovation in  
 
17  the entire mobility space. 
 
18           As transformative as the evolution from  
 
19  traditional mobile phones to mobile broadband devices  
 
20  has been to date, we're merely on the cusp of much more  
 
21  profound advances that will weave wireless  
 
22  communications even more tightly into the fabric of our  
 
23  economy and our daily lives. 
 
24           The mobilization of everything will deliver  
 
25  huge benefits to consumers and businesses transforming  
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 1  daily lives and supporting economic growth in California  
 
 2  and nationwide.  That transformation is being driven by  
 
 3  a dynamic wireless broadband ecosystem that has seen  
 
 4  extraordinary risk taking, investment, and innovation,  
 
 5  even as the economy has experienced a historic downturn. 
 
 6           That ecosystem is the product of a complex  
 



 7  interdependent cycle in which network providers, and  
 
 8  AT&T in particular, play a substantial and essential  
 
 9  role. 
 
10           Network advances and investment spur others at  
 
11  every level of the wireless ecosystem to increase their  
 
12  own innovation and investment leading to innovations in  
 
13  devices, services, applications that take advantage of  
 
14  improved network capabilities. 
 
15           To be clear, these innovations cannot continue  
 
16  without a robust and capable network infrastructure.   
 
17           When you upgrade your smartphone to take  
 
18  advantage of all the new features that are available,  
 
19  you're receiving the benefit of innovation and  
 
20  advancement in every single aspect of that wireless  
 
21  ecosystem. 
 
22           Throughout its history, AT&T has been at the  
 
23  forefront of innovation in the entire telecommunications  
 
24  industry, and the transaction will allow AT&T to  
 
25  continue to maximize our contribution, that contribution  
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 1  that it makes to the pace of that innovation. 
 
 2           As an example, AT&T Labs is a world class  
 
 3  research institution with six labs in five states,  
 
 4  including California, employing 1300 of the world's best  
 
 5  scientists and engineers. 
 
 6           AT&T earned more than 1,000 patents in 2010  
 
 7  alone and ranked third on the patent board's top 50  



 
 8  scorecard of technology leaders in telecommunications  
 
 9  industry, and we're the only service provider in the top  
 
10  ten. 
 
11           We have an organization that's dedicated to  
 
12  helping companies design machine to machine, and other  
 
13  innovative wireless devices and bring them to market.   
 
14           That organization has been immensely  
 
15  successful, and we have certified more than 995 devices  
 
16  for use in our network. 
 
17           Our developer program is the highest ranked  
 
18  among U.S. wireless carriers for five straight years,  
 
19  providing extensive resources and support for more than  
 
20  30,000 registered developers.   
 
21           This program allows developers to test  
 
22  applications, receive customer feedback through what we  
 
23  call an AT&T apps beta program. 
 
24           Through our speed dating program we evaluate  
 
25  this year targeted 400 projects in fast-pitched sessions  
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 1  with startup companies, many of those here in Silicon  
 
 2  Valley.   
 
 3           These developers and products and capabilities  
 
 4  operate throughout the wireless ecosystem, and we assist  
 
 5  in making them commercially viable.   
 
 6           And in the past year we've opened AT&T foundry  
 
 7  innovation centers in California, Texas and Israel. 
 
 8           At these centers we collaborate with startups  



 
 9  and coders to speed the development of products from  
 
10  idea to market up to three times faster than traditional  
 
11  development cycles. 
 
12           In California we have AT&T foundries in company  
 
13  buildings in San Francisco and South of Market, in Palo  
 
14  Alto, and then we're adding yet another stand-alone  
 
15  Silicon Valley center later this year. 
 
16           We're ramping up these programs to engage in  
 
17  even more collaborative innovation projects as we enter  
 
18  what I believe will be the most active cycle of wireless  
 
19  innovation that we've ever seen. 
 
20           The deployment of AT&T's next-generation LTE  
 
21  network beginning this summer will be a key driver of  
 
22  wireless innovation.  It will support a broad range of  
 
23  new devices, applications and services and is key to  
 
24  establishing the ubiquitous wireless broadband  
 
25  connectivity that forms the foundation for this -- the  
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 1  mobile access to the cloud. 
 
 2           Cloud services support the delivery of  
 
 3  transformative technology solutions to businesses and  
 
 4  consumers through a shift to shared infrastructure. 
 
 5           Increasingly, processing power will be  
 
 6  delivered over the network.  Apps will reside in the  
 
 7  network.  Access on demand and security will be managed  
 
 8  over that network.   
 
 9           Customers will have seamless access to  



 
10  everything they have in their desktops, at home or in  
 
11  the office through those mobile devices. 
 
12           Of course all of this requires a robust  
 
13  network.   
 
14           AT&T needs the proposed T-Mobile transaction to  
 
15  help create ubiquitous wireless broadband connectivity  
 
16  to that cloud.  Without the T-Mobile assets, our ability  
 
17  to harness the full power of the new network  
 
18  technologies would be threatened by capacity constraints  
 
19  that already exist in certain markets, and that would  
 
20  emerge in growing numbers over other areas in the  
 
21  country in the next several years. 
 
22           The network and spectrum synergies from the  
 
23  transaction would enable us to greatly increase network  
 
24  capacity to support the shift to the cloud, and deliver  
 
25  the faster speeds, improved security, lower latency that  
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 1  will enable us to provide exciting new services. 
 
 2           The combination of AT&T's and T-Mobile USA's  
 
 3  network and spectrum will enable AT&T to expand  
 
 4  substantially the geographic area in which LTE services  
 
 5  will be offered.   
 
 6           With this transaction AT&T is committed to  
 
 7  extending LTE coverage to 97 percent of the nation's  
 
 8  population, far more than was planned or possible  
 
 9  without the transaction. 
 



10           JUDGE HECHT:  And it's about time to wrap up in  
 
11  a sentence or two. 
 
12           MR. DONOVAN:  Great.   
 
13           Expanding AT&T's LTE coverage will bring the  
 
14  full benefits of LTE competition and innovation to more  
 
15  rural areas that in many respect stand to benefit most  
 
16  from these real-time expanded services that might not  
 
17  otherwise get there.   
 
18           And by significantly expanding the addressable  
 
19  base of customers with LTE access, the transaction can  
 
20  spur and accelerate additional innovation by others in  
 
21  that mobile ecosystem.   
 
22           Thank you very much for the opportunity. 
 
23           JUDGE HECHT:  Thank you.   
 
24           And now we will turn to Stephen Bye. 
 
25           MR. BYE:  Good afternoon.  I get the privilege  
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 1  of speaking last I guess on a Friday afternoon.  Thank  
 
 2  you for the opportunity, Commissioner, and Your Honor to  
 
 3  present to this panel. 
 
 4           COMMISSIONER SANDOVAL:  Could you bring your  
 
 5  microphone closer to you? 
 
 6           MR. BYE:  I have this problem as well.  Okay.   
 
 7  Is that better? 
 
 8           So thank you for the opportunity to present.   
 
 9  I'm the chief technology officer of Sprint.  I have  
 
10  responsibility for the innovation program of Sprint, the  
 



11  technology and platform strategy as well as the labs. 
 
12           I'm here and would like to talk about our  
 
13  perspective on sort of the network competition and  
 
14  innovation. 
 
15           Competition and innovation are particularly  
 
16  interesting when you look at sort of the dynamic that  
 
17  exists.   
 
18           I think AT&T has made a very strong case for  
 
19  the fact that innovation has existed with four carriers,  
 
20  four national providers, and if you look at that, it  
 
21  sort of contradicts or actually counters an argument  
 
22  that Trumpeter made back in the 1940s where he looked at  
 
23  sort of making an argument that you needed a  
 
24  monopolistic entity in order to spur and fund and  
 
25  develop innovation in R&D because the cost of that R&D  
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 1  and that innovation was so great that you needed the  
 
 2  monopoly returns in order to justify that investment  
 
 3  that was made from that innovation.   
 
 4           So I think they made a very good case that this  
 
 5  is a very competitive market.  That market is obviously  
 
 6  made up of the four national providers.   
 
 7           There's a lot of discussion about smaller  
 
 8  regional players, and I think my colleague Fared Adib  
 
 9  made the point earlier that a lot of those providers  
 
10  really don't provide the level of competition to us as  
 
11  well as T-Mobile. 
 



12           I think when you look at sort of the state of  
 
13  the industry, we look at innovation is necessary for  
 
14  differentiation.   
 
15           As you end up with a number of competitors in  
 
16  the market, we have to differentiate.  We have to look  
 
17  to innovation to differentiate our position and our  
 
18  products in order to compete successfully.  That spurs  
 
19  us.   
 
20           We look to identify opportunities that  
 
21  differentiate us so that we can get some temporal  
 
22  advantage around our products and our services in order  
 
23  to get a return on that.   
 
24           And I think that we believe is at risk if you  
 
25  eliminate a very innovative competitor in T-Mobile.   
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 1           T-Mobile like Sprint is very innovative.  And  
 
 2  when we look at that, we look at the innovation across  
 
 3  different parts of the value chain.   
 
 4           It's not just innovation about products and  
 
 5  services.  It's innovation around business models.  It's  
 
 6  innovation around customer service.  It's innovation in  
 
 7  the network, in addition to the applications and the  
 
 8  products.   
 
 9           And so we believe that along that value chain  
 
10  there is an impact of this transaction on the level of  
 
11  that innovation with the investment. 
 
12           If we look at Sprint, a lot of people talk  
 



13  about first Sprint was actually one of the first  
 
14  providers and actually the first to do a national or  
 
15  digital fiber network across the country.   
 
16           We're the first with an all-digital PCS  
 
17  network.   
 
18           We're, in fact, the first to launch a 3G data  
 
19  network across the country nationally.   
 
20           And we're also the first to offer 4G.  In fact,  
 
21  we've been in the market and selling 4G services now for  
 
22  some time.  In fact, have introduced more than 20  
 
23  handsets.  So we've had a lot of experience with data.   
 
24           And as Steve pointed out earlier, the  
 
25  experience that AT&T is having with data capacity and  
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 1  demand is not unique.   
 
 2           We are experiencing, as is T-Mobile, as is  
 
 3  Verizon.  It's not unique to any one of us.   
 
 4           And so we really look to innovation around  
 
 5  technology and networking to look at how do we carry  
 
 6  that capacity?  How do we carry that demand?   
 
 7           Simply buying another competitor, and  
 
 8  specifically an innovative competitor in T-Mobile and  
 
 9  eliminating that competitor in the market to get access  
 
10  to the spectrum is almost like the easy way out.   
 
11           We as engineers and innovators really ought to  
 
12  be looking at what we have today, what are the assets.   
 
13  Spectrum is scarce.  So let's look at how we take  
 



14  advantage of that scarce resource.  Let's look at what  
 
15  we have in terms of our capability.  And let's put our  
 
16  inventive minds and innovations to work to create  
 
17  solutions.   
 
18           And as we've touched on earlier, het nets,  
 
19  small cell architectures, building dense grids is a way  
 
20  to compensate for the lack of spectrum in order to be  
 
21  able to get that capacity.   
 
22           But spectrum is not a shortage for AT&T.  They  
 
23  actually have excess spectrum that isn't being put to  
 
24  work today, and what we would encourage them to do is to  
 
25  put that spectrum to work as a priority, and then, like  
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 1  us and other carriers in the marketplace, look for  
 
 2  innovative architecture and technology solutions to  
 
 3  deliver the capacity that the customers are demanding  
 
 4  and what we're seeing in terms of the utilization of our  
 
 5  networks.   
 
 6           So we encourage them to do what others are  
 
 7  doing, to innovate, to focus on that to solve the  
 
 8  problem as opposed to taking a competitor out of the  
 
 9  market. 
 
10           We think it's particularly interesting when you  
 
11  look at T-Mobile as an innovator.  They're innovative on  
 
12  customer service.  In fact, their service out ranks AT&T  
 
13  and has done for quite some time, and I'll be curious to  
 
14  see how AT&T can improve that service from their service  
 



15  up to T-Mobile, or are they going to take the T-Mobile  
 
16  service down to the AT&T standard.   
 
17           If you look at sort of, and we touched on it  
 
18  earlier, T-Mobile was the first to introduce an Android  
 
19  device.  And together with Sprint we are founding  
 
20  members and charter members of the Open mobile Handset  
 
21  Alliance.  We worked on that, we put that together, and  
 
22  we were able to bring a competitive product.  Arguably  
 
23  not quite at the same level as Apple, but we were able  
 
24  to bring a product to the market.   
 
25           To bring those products to market requires  
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 1  competitors, and when you eliminate one of those  
 
 2  competitors, the opportunity for a new entrant or a new  
 
 3  handset developer to come in and grow into that business  
 
 4  is somewhat stymied, and so a lot of those players will  
 
 5  be looking to Sprint as the partner to bring those  
 
 6  competitive products against AT&T and Verizon. 
 
 7           The other interesting thing was T-Mobile is  
 
 8  actually a pioneer with voice-over wi-fi.  They actually  
 
 9  were one of the first providers to look at doing a  
 
10  technology called UMA where they actually allowed voice  
 
11  calling over wi-fi in the home.  And they launched it on  
 
12  a couple of limited handsets.   
 
13           But that raises an interesting point in that it  
 
14  was very tough, and I think for the industry, even when  
 
15  we started looking at wi-fi in the early days of getting  
 



16  wi-fi into terminals, it required a level of scale and a  
 
17  commitment to the handset vendors in order to get that  
 
18  put into the devices.  But T-Mobile was an innovator in  
 
19  that space as well. 
 
20           The other interesting thing is T-Mobile was  
 
21  also an innovator on business models, and an interesting  
 
22  argument that I've been curious about, is I think AT&T  
 
23  has made a case that they can't do spectrum sharing or a  
 
24  network sharing deal in order to access spectrum that  
 
25  may be out there in order to jointly utilize that  
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 1  spectrum.   
 
 2           When, in fact, and as part of the public record  
 
 3  a predecessor of AT&T, Cingular, actually did a network  
 
 4  sharing deal here in California with T-Mobile in order  
 
 5  to share spectrum here and also did a network-sharing  
 
 6  arrangement I believe in New York, in order to share  
 
 7  spectrum to jointly take advantage of the combined  
 
 8  spectrum and network assets of the two companies, but  
 
 9  still remain separate, but were able to take advantage  
 
10  of those assets in that spectrum, and perhaps achieve  
 
11  some of the spectrum synergies and some of the points  
 
12  that both my colleagues Bill and John have talked about. 
 
13           I think it's also particularly interesting that  
 
14  when spectrum is such a scarce resource and there is  
 
15  such an argument for wanting more spectrum and being  
 
16  able to have that spectrum to deliver the capacity, that  
 



17  a condition, as it's reported publicly, in terms of the  
 
18  breakup fee with T-Mobile was to contribute two billion  
 
19  dollars of spectrum back to T-Mobile.   
 
20           So it seems odd to me that that would be even  
 
21  contemplated as part of a breakup fee if, in fact,  
 
22  spectrum is so scarce and AT&T relies on that in order  
 
23  to support its business going forward.   
 
24           And so that seems a little contradictory to  
 
25  what we've heard today. 
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 1           JUDGE HECHT:  And your time is about up.  If  
 
 2  you can wrap up in a sentence or two. 
 
 3           MR. BYE:  So I think we talked about data.   
 
 4  It's not unique.  We talked about the data demand and  
 
 5  the capacity.  I would contend as an innovator, and as  
 
 6  someone who is focused on innovation and a company  
 
 7  that's focused on innovation, we are at an Apollo 13  
 
 8  moment.   
 
 9           It's sort of when you look at fitting the  
 
10  square peg into the round hole.  It's easy to go out and  
 
11  buy another company.  It's easy to go get that spectrum  
 
12  and use that as a solution.   
 
13           What we would contend is let's take -- harness  
 
14  the engineering inventive nature that we have both in  
 
15  our companies as well as externally to solve that  
 
16  problem, and let's work together as an industry to do  
 
17  that. 
 



18           So with that ... 
 
19           JUDGE HECHT:  Thank you. 
 
20           Now we will have some discussion among the  
 
21  panel.  And if anybody wants to start that off with a  
 
22  response or a comment, please go ahead. 
 
23           MR. HOGG:  I'll start. 
 
24           JUDGE HECHT:  Mr. Hogg.   
 
25           MR. HOGG:  Thank you. 
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 1           I just want to make a couple of comments  
 
 2  regarding the steps that AT&T is taking to address its  
 
 3  capacity concerns.   
 
 4           I think that we're being very aggressive in  
 
 5  addressing our capacity concerns.  We're very  
 
 6  aggressively splitting cell sites.  We're very  
 
 7  aggressively deploying DAS.   
 
 8           Those DAS locations are very difficult to get  
 
 9  deployed.  I have a team of over 400 people that every  
 
10  day they come in to work worried about trying to get  
 
11  more DAS into the network and adding capacity into our  
 
12  network.   
 
13           So I would submit to you that we're doing more  
 
14  than most in the industry when it comes to those types  
 
15  of alternative solutions.   
 
16           Although 24,000 wi-fi hot spots doesn't sound  
 
17  like a lot, it's the nation's largest, and we continue  
 
18  to grow another 10,000 hot spots this year.   
 



19           And so what I would say to you that no other  
 
20  carrier in the U.S. Is deploying that kind of  
 
21  infrastructure to address its capacity concerns and  
 
22  offload.   
 
23           And on the third piece with regard to het nets,  
 
24  I'm a full supporter of different heterogenous networks,  
 
25  but I mean the reality of it is that standards and their  
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 1  ability to interoperate aren't coming until 2013, 2014.   
 
 2  And so the reality is they're not going to be there to  
 
 3  solve our near-term spectrum concerns and our capacity  
 
 4  exhaust.   
 
 5           So I'm a big fan of that.  We support it in the  
 
 6  standards.  We're pushing our vendors to go deliver  
 
 7  these kinds of capabilities, but they're not going to be  
 
 8  here and now to solve our most urgent capacity concerns  
 
 9  that both networks are facing right now.   
 
10           And this transaction is exactly that:  The  
 
11  fastest, most efficient means for us to solve capacity  
 
12  constraints and put spectrum to its best use. 
 
13           JUDGE HECHT:  Mr. Stravitz? 
 
14           MR. STRAVITZ:  That's not true. 
 
15           You know, the obvious question is how long  
 
16  would it take to integrate together the two networks.   
 
17           In the modeling that we've done in terms of the  
 
18  three levers, we also actually do not actually take any  
 
19  benefits of heterogenous networks actually into account  
 



20  until 2015 to be clear.   
 
21           So we believe and actually have modeled out in  
 
22  New York and in L.A. that there is enough capacity, and  
 
23  there is enough basically benefit of evolving  
 
24  technologies, and if they would just stop selling in  
 
25  essence highly inefficient technologies and start  
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 1  selling more efficient ones, as well as basically  
 
 2  seeding the market and pushing out more efficient  
 
 3  handsets, that they would be able to and they will be  
 
 4  able to actually solve the problem.   
 
 5           It's less ingenuous.  As a matter of fact,  
 
 6  unfortunately we're underneath redacted information with  
 
 7  regards to the actual build that AT&T did last year, but  
 
 8  the number of sites that AT&T built last year is  
 
 9  extremely small.  Extremely small compared to the  
 
10  overall amount in the network.   
 
11           So you know, it's actually just the way the  
 
12  last two months have been going, in terms of people  
 
13  making statements on the most part that in essence are  
 
14  not really backed up by the factual information behind  
 
15  the scenes.   
 
16           Thank you. 
 
17           JUDGE HECHT:  Any other comments or responses? 
 
18           MR. DONOVAN:  Well, I would say that I could  
 
19  model a rhinoceros to fit in an SUV, but I can't make  
 
20  that happen while both are moving.   
 



21           And so without that data, I don't know how you  
 
22  can really look at the situations on a market-by-market  
 
23  basis, and unfortunately, the combination of the  
 
24  spectrum in an individual market, the infrastructure  
 
25  that you're able to deploy in that market, the time  
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 1  frames that are necessary to get zoning, and not just  
 
 2  for new sites, even to climb up on rooftops and touch  
 
 3  your own sites and redirect and tilt antennas, those are  
 
 4  unique.   
 
 5           They're very different in West Virginia and  
 
 6  Texas and North Carolina and San Francisco, and those  
 
 7  things can only be modeled on a market-by-market basis  
 
 8  with the individual information, and I want to support  
 
 9  my colleagues, both Bill Hogg in his testimony, of our  
 
10  chairman that said if we were to force a disruption on  
 
11  every one of our customers, we'd probably be at a  
 
12  different kind of hearing.   
 
13           So people adopt technology at the level that  
 
14  they're comfortable.  We can provide tremendous  
 
15  incentives, as Bill Hogg had mentioned, and we certainly  
 
16  have done all that. 
 
17           JUDGE HECHT:  Any other comments before we move  
 
18  to parties' questions?  
 
19           All right.  Then with that we're going to move  
 
20  to the questions from the parties in the audience.   
 
21           I'm going to start with some questions from  
 



22  Michael Scott of the Utility Consumers Action Network or  
 
23  UCAN, and there are three questions here.  I will start  
 
24  with the first one, and I'll pause for a response before  
 
25  we proceed because I think it will be too much to  
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 1  remember otherwise. 
 
 2           The first question is "What percentage of  
 
 3  California's population will have access to AT&T LTE  
 
 4  post merger one year out and five years out?"   
 
 5           MR. HOGG:  I don't have the exact timing in  
 
 6  front of me, but at the end of six years post close  
 
 7  we'll have over 97 percent of Californians will have LTE  
 
 8  available. 
 
 9           I don't know the interim steps in terms of  
 
10  percentage, but we can provide those. 
 
11           JUDGE HECHT:  "Do any carriers provide wireless  
 
12  services to the three percent of the population who will  
 
13  not be covered by AT&T LTE?"  And that's Mr. Scott's  
 
14  question. 
 
15           MR. STRAVITZ:  Should we also respond to the  
 
16  first question?   
 
17           JUDGE HECHT:  I think that we will respond to  
 
18  the questions after we've done all three.  I just was  
 
19  afraid that if I asked them all at once, that we  
 
20  wouldn't be able to get a clear response. 
 
21           MR. HOGG:  So yes, there are other providers  
 
22  that provide coverage to the remaining three percent.   
 



23  There are a number of partnerships that we have or  
 
24  roaming agreements that we have in areas where we  
 
25  currently either don't have licenses or don't have  
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 1  coverage today that we roam or have agreements with to  
 
 2  provide additional coverage to our customers. 
 
 3           JUDGE HECHT:  And the third part of Michael  
 
 4  Scott's question is, "What percent of U.S. geographic  
 
 5  area, not population, but the actual geographic area  
 
 6  will the AT&T LTE network cover?" 
 
 7           MR. HOGG:  I don't have that percentage off the  
 
 8  top of my head, but I believe it's 55 percent of the  
 
 9  land mass. 
 
10           JUDGE HECHT:  Now I'm going to open it up for  
 
11  comments from the other panelists on the percentage of  
 
12  the population, the percentage of the U.S. geographic  
 
13  area, and who serves those other three percent of the  
 
14  population that will not be covered by AT&T LTE. 
 
15           MR. STRAVITZ:  I actually did some statistics  
 
16  just for California itself, and AT&T, and what carriers  
 
17  care about is the size of the channel, especially with  
 
18  an LTE that they can put in.   
 
19           And with regards to California, the ability of  
 
20  using in essence the unused spectrum today of AWS and  
 
21  700, a 10-by-10 carrier can be put into 92 percent of  
 
22  the California population will be covered.  The  
 
23  remaining amount, the eight percent balance can be done  
 



24  with a five-by-five channel.   
 
25           So AT&T actually has the capabilities to cover  
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 1  a hundred percent in essence with LTE if it chooses to  
 
 2  do so.   
 
 3           I also just want to kind of bring into the  
 
 4  record that I did not understand the comment by the  
 
 5  T-Mobile representative because they also actually have  
 
 6  40 to 50 megahertz of spectrum in general in California  
 
 7  that they as well could actually implement, and it would  
 
 8  probably be cheaper for them to implement LTE carriers  
 
 9  on their existing gear, and therefore, they do not need  
 
10  the merger to implement LTE. 
 
11           Thank you.   
 
12           JUDGE HECHT:  Thank you.  Any other comments on  
 
13  those sets of questions?   
 
14           MR. BYE:  Yes.  Let me just say a comment about  
 
15  LTE.  Because I believe there was a comment earlier in  
 
16  the opening remarks about LTE.  I think there was a  
 
17  comment made earlier in the opening remarks about LTE  
 
18  and the necessity of having scale to move the LTE  
 
19  ecosystem, whereas Metro PCS that's often cited as a  
 
20  competitor was actually the first small carrier to  
 
21  actually launch with an LTE handset.   
 
22           So I think, you know, AT&T doesn't need the  
 
23  combined scale of AT&T and T-Mobile in order to move  
 
24  their ecosystem to do the network deployment. 
 



25           MR. HOGG:  I don't agree because Metro PCS  
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 1  covers Metro.  And the remaining 17 percent are anything  
 
 2  but Metro.  And the costs to cover those last 17 percent  
 
 3  of the population is quite costly, and Metro, you can't  
 
 4  compare the economics of Metro PCS in downtown San  
 
 5  Francisco to covering Boise, Idaho. 
 
 6           JUDGE HECHT:  Yes, Mr. Stravitz. 
 
 7           MR. STRAVITZ:  AT&T actually on a national  
 
 8  basis, I believe 97 percent per their commercials and  
 
 9  also per third-party information.  So what we're talking  
 
10  about here is AT&T taking their beachfront property 700  
 
11  megahertz, which they paid dearly for, and actually just  
 
12  doing an overlay of these on their existing system.   
 
13           So it's not even like they have to build a  
 
14  complete system.  So this is not actually, you know,  
 
15  once again driven by the merger, per se.  It's just I  
 
16  actually don't totally understand it myself exactly what  
 
17  the point is.  I guess it's that somehow by deriving  
 
18  higher profits by merging together, which of course,  
 
19  would be an outcome for AT&T, that they would then I  
 
20  guess use those proceeds to build out more of the  
 
21  network, but they will match in my mind Verizon's  
 
22  footprint to be commercially viable.  And therefore will  
 
23  come up with those coverage rates without basically the  
 
24  merger would be my prediction. 
 
25           JUDGE HECHT:  Any other comments before I move  
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 1  to the next question? 
 
 2           All right.  With that I have a question from a  
 
 3  Chris Witteman of the CPUC staff, and this is following  
 
 4  up to something that Mr. Stravitz said earlier about  
 
 5  AT&T potentially dismantling 65 percent of the T-Mobile  
 
 6  network, and the question is first whether that is  
 
 7  correct, and that Mr. Hogg had said last week that about  
 
 8  95 percent of those assets would be sold, and would they  
 
 9  be sold to competitors or what would happen to them?   
 
10           MR. HOGG:  Well, let me start because all of  
 
11  the panel members here have commented on the fact a more  
 
12  dense network is something necessary for capacity.   
 
13           And when you combine the T-Mobile network and  
 
14  the AT&T network, both companies result in an integrated  
 
15  network being more dense than their two stand-alone  
 
16  networks, to the tune of 30 to 40 percent more dense in  
 
17  the integrated network compared to the two stand-alone  
 
18  networks. 
 
19           So certainly as we integrate those networks,  
 
20  both customer bases will benefit from a more dense,  
 
21  integrated network that all the panelists have commented  
 
22  on as something that's necessary to increase capacity.   
 
23           And the second question about the sold assets? 
 
24           JUDGE HECHT:  Yes.  Who would those assets be  
 
25  sold to, and basically what would happen to those  
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 1  assets?   
 
 2           MR. HOGG:  There are a certain subset of the  
 
 3  assets that are actually owned by T-Mobile.  The large  
 
 4  majority are actually owned by third parties that are  
 
 5  leased by T-Mobile, but those that are owned, if they  
 
 6  were to be among those that are to be decommissioned, we  
 
 7  typically would sell to carriers, power companies, other  
 
 8  third parties that seek to add to their portfolio or  
 
 9  create a portfolio of towers in their network. 
 
10           MR. STRAVITZ:  Once again, there is a  
 
11  difference here of basically statements and then  
 
12  actually when you run the analysis.   
 
13           Using the criteria that's once again  
 
14  unfortunately confidential that AT&T has suggested they  
 
15  use for determining which sites they will keep and which  
 
16  they will not, the analysis that we ran included two  
 
17  markets that we had information provided came out that  
 
18  based upon their criteria, that the sites are basically  
 
19  zero percent for one of the markets and five percent for  
 
20  the other.   
 
21           So it was kind of an interesting analysis  
 
22  because it didn't even match with the public statements,  
 
23  the 35 percent. 
 
24           With regards to the actual -- 
 
25           COMMISSIONER SANDOVAL:  I'm sorry. 
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 1           MR. STRAVITZ:  Please.   
 
 2           COMMISSIONER SANDOVAL:  Can you clarify what  
 
 3  you mean by zero percent for one market and five percent  
 
 4  for the other?   
 
 5           MR. STRAVITZ:  Sure.  So they had a criteria in  
 
 6  terms of what they deemed as a site that they would keep  
 
 7  versus one they would not, and this is where the 35  
 
 8  percent, I guess, comes from.   
 
 9           And when we ran the analysis with the  
 
10  information that was provided underneath the  
 
11  confidentiality, we basically used their criteria, and  
 
12  we came up basically for these two markets with zero  
 
13  percent for one that fulfilled the requirements and five  
 
14  percent for the other.    
 
15           The other thing about cell splitting in general  
 
16  and networks in general is AT&T's network is what,  
 
17  25-plus years old.  I mean they have had plenty of time  
 
18  to basically find the facility, intensify the network as  
 
19  they deem.   
 
20           I mentioned briefly before that in order to  
 
21  gain capacity, really what you need to cell split is for  
 
22  them to be in the proper locations, and this is really  
 
23  what we're talking about here.   
 
24           Having actually two macro networks and trying  
 
25  to merge them together moving forward is plainly  
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 1  actually not the most efficient way to do this, which is  
 



 2  why as an industry we're moving towards heterogenous  
 
 3  networks, this will give operators the benefit to place  
 
 4  the cell sites closer to where the traffic is being  
 
 5  generated and thereby increase the capacity.   
 
 6           The capacity increases that we're talking about  
 
 7  here per, for instance, the Qualcomm study, is that on a  
 
 8  macro basis if you put, let's say, four smaller  
 
 9  picocells into it, it would actually increase the  
 
10  capacity by 2 to 2.5 times that amount. 
 
11           JUDGE HECHT:  All right.  Yes. 
 
12           MR. HOGG:  Just one final comment.   
 
13           JUDGE HECHT:  Just briefly, Mr. Hogg.   
 
14           MR. HOGG:  I'd love to be able to do that, but  
 
15  you yourself said they're not going to be available  
 
16  until 2015 so that's not an option for us today. 
 
17           JUDGE HECHT:  Moving to the next question.   
 
18           This question is from Bill Johnston, also of  
 
19  the CPUC staff, and the question is, "If AT&T is right  
 
20  about its need for T-Mobile, isn't it wrong about its  
 
21  competitors' ability to compete without acquiring a  
 
22  T-Mobile of their own," and whether you have any  
 
23  comments on that. 
 
24           MR. HOGG:  Could you ask the question again?   
 
25  I'm sorry. 
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 1           JUDGE HECHT:  I can ask it again.   
 
 2           "If AT&T is right about its need to acquire  
 



 3  T-Mobile, it has to be wrong about its competitors'  
 
 4  ability to compete without acquiring a T-Mobile of their  
 
 5  own."   
 
 6           Can you comment on that? 
 
 7           MR. HOGG:  Well, I mean, I think each  
 
 8  competitor has a different starting point.   
 
 9           If you look, for example, at Sprint as an  
 
10  example, the FCC just recently released their report on  
 
11  competitive marketplace, and they did a comparison  
 
12  inside of that in terms of the spectrum density for  
 
13  Sprint versus a combined AT&T, if you were to look at  
 
14  that.  Well, for each carrier they did an analysis.   
 
15           If you look at the Sprint number, it's 55  
 
16  billion megahertz pops of spectrum.   
 
17           If you include both Clearwire and Sprint and  
 
18  the combined T-Mobile would be something like 33 billion  
 
19  megahertz pops. 
 
20           So if you look at the spectrum depth and the  
 
21  population that it covers, many of the competitors,  
 
22  Sprint in particular with Clearwire, has more spectrum  
 
23  than AT&T. 
 
24           MR. BYE:  Yeah, I think just to add to that  
 
25  perhaps a point of clarification, and I think somebody  
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 1  pointed this out earlier in the day, is the quality of  
 
 2  spectrum depends on the frequency range.   
 
 3           So simply lumping a number together and  
 



 4  comparing it is not necessarily apples to apples.   
 
 5           I mean look at the depth of low frequency  
 
 6  spectrum that AT&T clearly has with the 700 as well as  
 
 7  the 850, which was really given away and which they  
 
 8  acquired, they're actually in a much better position  
 
 9  because it's over index when you look at Clearwire's  
 
10  holdings, they are 2.5 which by its nature requires us  
 
11  to build a much tighter grid in order to carry capacity  
 
12  and support the bandwidth as necessary in the --  
 
13           MR. HOGG:  But you provide service on that. 
 
14           JUDGE HECHT:  And one person will talk at a  
 
15  time, and everyone will speak into their microphone. 
 
16           MR. BYE:  Just for point of record, Clearwire  
 
17  is a separate, independent entity.  While we have the  
 
18  majority of equity in the company, we don't control the  
 
19  company, and we don't have voting control over that  
 
20  company.  They are a separate entity for us. 
 
21           MR. DONOVAN:  Can I make a statement here? 
 
22           JUDGE HECHT:  Mr. Stravitz, and then  
 
23  Mr. Donovan and then Mr. Hogg. 
 
24           MR. STRAVITZ:  So I pointed out that once again  
 
25  in my opening remarks that they are not unique, that  
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 1  actually, you know, it's now I guess coming up on third  
 
 2  quarter.  So, you know, per the J.P. Morgan you're  
 
 3  actually heading towards, you know, seven percent in the  
 
 4  first quarter, going to 33 percent or 31 percent.   
 



 5           So the person who asked the question is rather  
 
 6  astute that competitors seem to be able to deal with the  
 
 7  growth, and actually they're second in the market it  
 
 8  seems in terms of the data growth going on. 
 
 9           In actuality the amount of spectrum that's  
 
10  actually being used by each carrier, it turns out that  
 
11  to a large degree the CDMA guys are more spectral  
 
12  efficient in the fact that maybe they haven't actually  
 
13  deployed all of their spectrum in the bands that they  
 
14  are actually presently doing, compared to what you find  
 
15  for GSM and the UMTS side, which are just generally less  
 
16  spectral efficient. 
 
17           So the issue here is one of mix and technology  
 
18  selection, and you know, even with that being said, they  
 
19  should be able to -- and once again, the statistics in  
 
20  terms of the third-party verification of how one looks  
 
21  at things like blocked calls, dropped calls and  
 
22  performance of these networks does not draw out  
 
23  basically doom and gloom, an explosion that's going to  
 
24  end tomorrow in terms of doomsday, which seems to be  
 
25  going on here. 
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 1           JUDGE HECHT:  Mr. Donovan and then Mr. Hogg,  
 
 2  and then we'll move on to the next question. 
 
 3           MR. DONOVAN:  I think that in a lot of the  
 
 4  characterizations here today, there have been  
 
 5  oversimplifications on theoretical models to drive  
 



 6  points, and what I want to highlight is that some things  
 
 7  you can't really simplify because they are unique.  They  
 
 8  are unique to every carrier, and I mentioned some of  
 
 9  them, but the assets that it requires to deliver a  
 
10  network include spectrum, towers, the backhaul, the  
 
11  electronics, the long-haul network, and all of those get  
 
12  to be unique.   
 
13           And so when we try to generalize into a simple  
 
14  solution and say let's go do this, we've lost sight a  
 
15  little bit today of some of the customer impacts and the  
 
16  disruptions of thicker handsets, heavier handsets,  
 
17  things that drain battery faster, that have multiple  
 
18  chip sets that are more expensive, and we stand by the  
 
19  facts that we have put into our public comments around  
 
20  the mathematics of what we have, and we've tried to lay  
 
21  that out as clearly as possible.   
 
22           And I think to take a simplification of  
 
23  capacity doesn't really take into account some really  
 
24  critical considerations like customer disruptions.   
 
25  Customers are not soil that you turn over in this  
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 1  process.   
 
 2           And those things need to be carefully  
 
 3  considered when you have a long-term strategy and you're  
 
 4  providing capacity against an explosive and innovative  
 
 5  ecosystem like we're seeing right now in mobile  
 
 6  broadband. 
 



 7           JUDGE HECHT:  And Mr. Hogg? 
 
 8           MR. HOGG:  I'm fine, thanks. 
 
 9           JUDGE HECHT:  All right.  Then we will move on  
 
10  to our last two questions.   
 
11           The first of those is from Chris Witteman of  
 
12  the CPUC staff, and this is just for a clarification  
 
13  about Sprint's comments alluding to smaller wireless  
 
14  carriers in California using the GSM standard, and the  
 
15  question is, "Are there any smaller GSM carriers in  
 
16  California?  And if so, what are they?"   
 
17           MR. STRAVITZ:  The question was posed to? 
 
18           JUDGE HECHT:  It does not specify who it is  
 
19  directed towards, but I believe that it is picking up on  
 
20  something that you had said in your opening remarks.   
 
21           MR. BYE:  There are smaller carriers.  I think  
 
22  AT&T is probably in a better position than I how many of  
 
23  them actually have GSM. 
 
24           MR. HOGG:  There are none in California other  
 
25  than T-Mobile. 
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 1           MR. STRAVITZ:  Okay. 
 
 2           JUDGE HECHT:  All right.   
 
 3           Then our last question is the question that was  
 
 4  asked in the last session, and we've gotten I think  
 
 5  largely at the answer already, but that is, from Tracy  
 
 6  Rosenberg of Media Alliance, "AT&T last week clarified  
 
 7  that post-merger LTE coverage would be about 80 percent  
 



 8  of the population; not 97 percent." 
 
 9           "Is it 97 percent LTE or 80 percent or?" 
 
10           MR. HOGG:  Post merger it's 97 percent. 
 
11           JUDGE HECHT:  All right.  Thank you. 
 
12           MR. HOGG:  Thank you. 
 
13           JUDGE HECHT:  And with that we will have some  
 
14  questions from Commissioner Sandoval. 
 
15           COMMISSIONER SANDOVAL:  Great.  Thank you. 
 
16           So I note that the FCC CMRS competition report  
 
17  also emphasized the need to look at the quality of the  
 
18  spectrum, and in fact, the report paragraph 68 notes  
 
19  that Clearwire offers no interconnected mobile voice. 
 
20           So this brings us back to the question of the  
 
21  relevant market. 
 
22           Is there one relevant market?  Are there  
 
23  multiple relevant markets?  So I just wanted to get some  
 
24  comments on that.  It kind of goes back to the question  
 
25  of is it really appropriate to include spectrum above  
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 1  one gigahertz in this market, and how do we define the  
 
 2  relevant product market?   
 
 3           MR. HOGG:  I'm not an economist so I'm not  
 
 4  going to comment on how to define relevant markets, but  
 
 5  I can suggest to you that all the spectrum we are  
 
 6  acquiring as part of the T-Mobile transaction is above  
 
 7  one gigahertz.   
 
 8           So it doesn't change the holdings of the AT&T  
 



 9  in terms of low-band spectrum as a result of this  
 
10  transaction. 
 
11           JUDGE HECHT:  And I believe Mr. Stravitz was  
 
12  next.   
 
13           MR. STRAVITZ:  Yes.  I mean, generally the  
 
14  grouping should be done by the characteristics of the  
 
15  spectrum.   
 
16           So I would answer it in a below one gigahertz  
 
17  spectrum 7- and 800 megahertz presently today have about  
 
18  the same characteristics, and that's one bucket.   
 
19           Another is I would probably say the L band  
 
20  spectrum, the PCS and the AWS, that's probably a second  
 
21  bucket.   
 
22           And then the third is the higher frequency  
 
23  above we'll say 2.3, 2.2 gigahertz, and I would probably  
 
24  put the WCS spectrum and BRS/EBS spectrum into that, in  
 
25  terms of how I would do it. 
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 1           COMMISSIONER SANDOVAL:  So I was told that  
 
 2  you're the panel who can answer the question about  
 
 3  there's been an argument that the merger would create  
 
 4  efficiencies in terms of freeing up channel capacity.   
 
 5           Precisely how much channel capacity would be  
 
 6  freed, and in which spectrum? 
 
 7           MR. HOGG:  Well, I think there are two or three  
 
 8  areas that create channel capacity, if you will, or  
 
 9  increased output. 
 



10           First is the reallocation of redundant control  
 
11  channels on GSM.  That certainly can free up in  
 
12  California somewhere between 7 and 10 megahertz a  
 
13  spectrum.   
 
14           So if you think about in some markets being  
 
15  able to free up a single UMTS carrier as a single  
 
16  channel that would be available for 3G. 
 
17           Some of the pooling efficiencies that come from  
 
18  GSM are in the kind of 10 to 15 percent range, depending  
 
19  on the size of the channel pools that you're bringing  
 
20  together, and certainly utilization efficiencies are  
 
21  more I think about reallocating spectrum from 2G to 3G  
 
22  than they are at creating channel efficiencies in that  
 
23  regard. 
 
24           COMMISSIONER SANDOVAL:  Can pooling  
 
25  efficiencies be measured in megahertz?  You said the  
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 1  "pooling efficiencies." 
 
 2           MR. HOGG:  I think they can be translated into  
 
 3  megahertz. 
 
 4           COMMISSIONER SANDOVAL:  Can you do that? 
 
 5           MR. HOGG:  Not at the moment I can't. 
 
 6           COMMISSIONER SANDOVAL:  Will you please follow  
 
 7  up with that?   
 
 8           MR. HOGG:  Sure, I'm happy to. 
 
 9           JUDGE HECHT:  And do any of the other panelists  
 
10  have comments on the last couple of statements? 
 



11           MR. STRAVITZ:  Yes, one of my favorite topics. 
 
12           With regards to the control channel capacity,  
 
13  once again, this has to do with basically the reuse  
 
14  schemes that people implement, and it is not actually  
 
15  merger unique, meaning that basically the control  
 
16  channel capacity improvements that were just mentioned  
 
17  actually can be gained by T-Mobile independent of the  
 
18  merger, is what I'm saying. 
 
19           With regards to the pooling, the keyword that  
 
20  actually, you know, once again in that 10 to 15 percent  
 
21  range that was mentioned was depending upon the number  
 
22  of channels that you're allocating.   
 
23           And this is actually extremely interesting to  
 
24  me because there was a complete white paper on the  
 
25  response comments by a professor.  I'm forgetting  
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 1  actually his name right now. 
 
 2           MR. HOGG:  Reed. 
 
 3           MR. STRAVITZ:  Professor Reed that explained  
 
 4  this, and what became actually apparent there is that  
 
 5  when we're talking about the number in the pools, if you  
 
 6  use a very low number, you gain a very high efficiency.   
 
 7           So from an academic perspective you get the  
 
 8  answer of 10 to 15 percent, and that means that  
 
 9  basically in that range you're talking about 1 to 4  
 
10  basically transceivers.   
 
11           In reality both of these entities have so many  
 



12  channels actually deployed for GSM presently today, more  
 
13  in the 8 to 10, that the actual efficiency that you  
 
14  actually gain on this is 4 to 6 percent.   
 
15           And so when you're describing, you know, once  
 
16  again the utilization and the efficiencies to be gained  
 
17  on a GSM, and when we're describing basically a 4 to 6  
 
18  percent improvement, when you can actually just  
 
19  transition people off of this technology and gain a 300  
 
20  percent, it seems, you know, once again that the -- it  
 
21  started, as a matter of fact the first time I read it,  
 
22  that these efficiencies seemed to be applied to  
 
23  everything overall, where in reality we're talking  
 
24  predominantly about GSM and predominantly about voice  
 
25  communications, which is actually not where the growth  
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 1  is even occurring in terms of the market today. 
 
 2           JUDGE HECHT:  And do we have a response for  
 
 3  Mr. Hogg before Commissioner Sandoval's next question?   
 
 4           MR. HOGG:  Please, I had three comments.   
 
 5           First of all, that elimination of a redundant  
 
 6  control channel is definitely a merger-specific result.   
 
 7  T-Mobile might be able to improve its frequency plan and  
 
 8  save some spectrum, but they can't operate a GSM network  
 
 9  without a control channel. 
 
10           MR. STRAVITZ:  Agreed. 
 
11           MR. HOGG:  So eliminating a redundant control  
 
12  channel is clearly a merger-specific benefit. 
 



13           The second piece I would suggest to you is I've  
 
14  had the benefit of looking at the data, and I understand  
 
15  what the average channel pool sizes are when I came up  
 
16  with the estimate.  So I have the benefit of knowing  
 
17  what the numbers look like. 
 
18           COMMISSIONER SANDOVAL:  And for that freed up 7  
 
19  to 10 megahertz, would that be in the PCS band or the  
 
20  AWS band?   
 
21           MR. HOGG:  It would be in the PCS band. 
 
22           JUDGE HECHT:  Mr. Stravitz? 
 
23           MR. STRAVITZ:  Because we were not actually  
 
24  given the benefit of having the merger-specific  
 
25  information, we went out and actually drove and measured  
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 1  and scanned the bands.  So we too actually know how many  
 
 2  channels are allocated, at least in two of the markets  
 
 3  that we chose for representation and actually over a  
 
 4  crazy weekend between regulatory filings in D.C. and in  
 
 5  New York City. 
 
 6           So, you know, I stand by in essence the  
 
 7  transceivers in terms of the measurement, that the data  
 
 8  that we were able to derive empirically because we  
 
 9  weren't given it from them. 
 
10           JUDGE HECHT:  Commissioner? 
 
11           COMMISSIONER SANDOVAL:  Just a couple of  
 
12  additional questions. 
 
13           So going back to the contention that after the  
 



14  merger only 35 percent of the T-Mobile network would  
 
15  remain after the merger, could you please clarify if  
 
16  that number is correct, and if you're talking about what  
 
17  sort of categories would be eliminated? 
 
18           MR. HOGG:  So I think that's an average  
 
19  number.  It's going to vary market by market.  In some  
 
20  markets it will be half of the T-Mobile network.  In  
 
21  some markets it will be 13 percent of the T-Mobile  
 
22  network.   
 
23           Each one of these are going to be a function of  
 
24  a detailed analysis on how complementary the networks  
 
25  are, and the value that each cell site adds to the  
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 1  performance of the network. 
 
 2           So today we're talking about proxies or rough  
 
 3  estimates.  As we get in and do the detailed  
 
 4  engineering, we may keep more sites because they add  
 
 5  value to the network and they add capacity to the  
 
 6  network.   
 
 7           So I think it's one of those elements that you  
 
 8  have to go in market by market and do the analysis on. 
 
 9           COMMISSIONER SANDOVAL:  So what types of assets  
 
10  are we talking about?  Are you talking about sites on  
 
11  powers?  Powers?  What -- give me buckets that we're  
 
12  talking about. 
 
13           MR. HOGG:  Yeah, mainly the benefits are in  
 
14  cell site locations for the most part, and antenna  
 



15  locations, you know, equipment on the ground that is  
 
16  used for GSM and the corresponding infrastructure that  
 
17  goes with that.  So backhaul would be something that  
 
18  would be reused.   
 
19           Some of the switching and control functions  
 
20  that happened in the core network would be reused and  
 
21  kept.   
 
22           So there are a number of elements through the  
 
23  chain of the delivery of service that would be kept as a  
 
24  result of the integration. 
 
25           MR. STRAVITZ:  Just I mean once again, network  
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 1  amalgamations have been done, and AT&T is kind of an  
 
 2  expert in amalgamating networks at this point. 
 
 3           You lose basically, I mean what California will  
 
 4  lose, is basically the lease, for instance, about $2,000  
 
 5  a month that T-Mobile is presently paying on each one of  
 
 6  those sites.   
 
 7           In California I mean you're probably talking  
 
 8  about both networks, and the irony here is probably  
 
 9  because of the spectrum characteristics of the above one  
 
10  gigahertz, that I would imagine that T-Mobile probably  
 
11  has more sites than AT&T here.  And I don't know which  
 
12  sites are going to come down and which are not.  I'm  
 
13  sure they'll figure that out afterwards.   
 
14           But, you know, the other thing to keep in mind  
 
15  is that the way that this works in terms of employment,  
 



16  for instance, is that for network operations there is a  
 
17  ratio let's say of one person per 35 sites, and  
 
18  therefore, as you reduce the number of sites, I imagine  
 
19  that to derive the savings that AT&T has promised its  
 
20  shareholders, that, you know, you'll reduce, for  
 
21  instance, employees and other people that are  
 
22  maintaining this network presently today. 
 
23           MR. HOGG:  Yeah, I would only add though at the  
 
24  same time we're increasing the number of technologies  
 
25  that we're deploying at those locations as well. 
 
 
 
                                                                     209 
 
 1           COMMISSIONER SANDOVAL:  All right.  So another  
 
 2  question, which is about DAS.   
 
 3           So I understand that in the DAS marketplace  
 
 4  there are a number of independent DAS providers who are  
 
 5  not affiliated with the carriers.  Could any of you  
 
 6  comment about that aspect of the DAS marketplace?  Are  
 
 7  you getting most of your DAS from independents or from  
 
 8  your own owned DAS? 
 
 9           MR. HOGG:  I'll let you go first this time. 
 
10           MR. BYE:  We actually do a combination at  
 
11  Sprint.  We actually do a combination of sourcing.  We  
 
12  source from others, but we also deploy our own, and in  
 
13  fact, most of the DAS deployments that we do are  
 
14  actually in building campus solutions and the like to be  
 
15  able to capture that high density traffic in a more  
 
16  efficient way.  So we actually use a combination. 
 



17           MR. STRAVITZ:  The two companies that I think  
 
18  are market leaders are NextG and basically Extranet, I  
 
19  believe in the marketplace.  There are others including,  
 
20  I'm sure, some of the tower guys.  This largely is  
 
21  around right of ways. 
 
22           I would say that, you know, I just want to make  
 
23  sure I understand the question because in the future  
 
24  actually DAS is something very specific.  It means  
 
25  you're taking a base station and you're putting it  
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 1  typically over a fiber, and you're distributing it over  
 
 2  in essence leaky cable and antennas.   
 
 3           I think where we're moving as an industry and  
 
 4  it will be more cost effective is towards more of a  
 
 5  smaller cell architecture where you're putting in just  
 
 6  smarter sites themselves in a more distributed way,  
 
 7  which is the heterogeneous discussion.   
 
 8           COMMISSIONER SANDOVAL:  And by DAS, I mean to  
 
 9  include both DAS and O-DAS, O dash DAS as well. 
 
10           MR. STRAVITZ:  Outside DAS.   
 
11           MR. HOGG:  Outdoor DAS. 
 
12           MR. DONOVAN:  And het net, what's been  
 
13  described here I think all of us on the panel would  
 
14  describe a range of solutions from microcells to  
 
15  picocells to femtocells to distributed antenna systems  
 
16  to wi-fi in combination with those.   
 
17           But again, I don't want to oversimplify the  
 



18  fact that if one were to look at het net and look at the  
 
19  maturity of adding all these boundaries into a network  
 
20  and making sure that you don't start to add dropped  
 
21  calls because you used to go from point A to point B and  
 
22  get handed off once, and now you go from point A to  
 
23  point B and get handed off seven times, it's really  
 
24  important that the standards come along, and that the  
 
25  maturity of the infrastructure be there.   
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 1           Or again, it's theoretically great.  Adds the  
 
 2  capacity on paper, but the dropped calls go up, and that  
 
 3  customer implication is central to how engineering and  
 
 4  planning and innovation needs to occur. 
 
 5           So I want to emphasize that point again.  The  
 
 6  reason that I spent so much of my time out here in the  
 
 7  Valley is it's the ecosystem, and the ecosystem and the  
 
 8  innovation needs to come up together.   
 
 9           So a good network and a bad device is no better  
 
10  off than a great app on a bad network.  They have to  
 
11  move together for this thing to provide the customer  
 
12  benefit.   
 
13           MR. BYE:  I could not agree more with my  
 
14  colleague John, but that's not the basis for acquiring  
 
15  T-Mobile.  We can do all of those things without the  
 
16  need to acquire another company. 
 
17           COMMISSIONER SANDOVAL:  So part of the reason  
 
18  why I'm asking about independent DAS, what I understand  
 



19  is that for some of the independent DAS and O-DAS  
 
20  systems, that some of them support more than one  
 
21  carrier.  And so this might be a question for all of  
 
22  you. 
 
23           With your proprietary DAS systems, are you  
 
24  doing proprietary DAS that basically supports your own  
 
25  traffic, or when your company owns the DAS or O-DAS, are  
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 1  you doing an independent basis where it's also open to  
 
 2  others? 
 
 3           MR. HOGG:  For AT&T the ones that we deploy, I  
 
 4  would say that the majority of them are neutral host  
 
 5  systems, which are available for other carriers to  
 
 6  co-locate on. 
 
 7           MR. BYE:  That's similar. 
 
 8           COMMISSIONER SANDOVAL:  Is T-Mobile employing,  
 
 9  you called them neutral host O-DAS that are open to  
 
10  others?  Does T-Mobile currently employ neutral hosts,  
 
11  DAS or O-DAS?   
 
12           MR. HOGG:  I don't know. 
 
13           JUDGE HECHT:  We do not have a T-Mobile  
 
14  panelist on this panel so that question may go  
 
15  unanswered for today. 
 
16           COMMISSIONER SANDOVAL:  So a followup question  
 
17  to T-Mobile would be I'm interested in finding out if  
 
18  T-Mobile provides neutral host DAS or O-DAS, and if it  
 
19  does, then the followup question to the combined entity  
 



20  if the merger is approved, is would that infrastructure  
 
21  continue to provide neutral host services? 
 
22           MR. HOGG:  I would give you a general response  
 
23  that typically there are contracts that are five year in  
 
24  term with five-year renewals, and so I would expect that  
 
25  those would be governed by the contract terms that are  
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 1  already in place. 
 
 2           JUDGE HECHT:  Any more questions?  We have five  
 
 3  public speakers to take.  So we can go a little bit  
 
 4  longer here or we can move on. 
 
 5           COMMISSIONER SANDOVAL:  I'm done. 
 
 6           JUDGE HECHT:  All right.  Then with that, I'm  
 
 7  going to take a five-minute break and it really will not  
 
 8  exceed five minutes.  We don't need to get a new panel  
 
 9  this time.  We just need our panelists to step down and  
 
10  to prepare to take the public speakers.  And that's what  
 
11  we'll do.  We'll be off the record. 
 
12           (Recess taken.) 
 
13           JUDGE HECHT:  We will go back on the record. 
 
14           Now we're going to begin the public comment  
 
15  portion of our discussion.  We have five public speakers  
 
16  with us today.  I don't think we have to time people  
 
17  exactly given that there are only five.  We have some  
 
18  time left, but do try to keep things concise, and we  
 
19  will begin with Nayeem Islam.   
 
20           Please first state your name and spell it for  
 



21  our court reporter.  And what organization you work with  
 
22  and whether you have an affiliation with one of the  
 
23  entities involved in the proceeding. 
 
24           NAYEEM ISLAM:  Nayeem Islam, N-a-y-e-e-m,  
 
25  I-s-l-a-m. 
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 1           I'm the vice president of corporate research  
 
 2  and development in Silicon Valley for Qualcomm, Inc.   
 
 3  And we have solid relationships with most U.S.  
 
 4  operators.   
 
 5           Wireless data usage is increasing exponentially  
 
 6  in the U.S. and elsewhere around the world.  Consumers  
 
 7  are embracing smartphones, tablets, USB dongles and  
 
 8  associated mobile applications at unprecedented rates. 
 
 9           There is no question that much more additional  
 
10  mobile bandwidth spectrum is needed to satisfy this  
 
11  demand.   
 
12           AT&T is a major U.S. carrier.  We'll need more  
 
13  spectrum to meet this demand and support the merger for  
 
14  that reason. 
 
15           America's expert communication agency, the FCC,  
 
16  has studied this issue and has determined that existing  
 
17  spectrum allocations will not be sufficient to satisfy  
 
18  the surging demand.   
 
19           In finding that carriers will need additional  
 
20  spectrum, the FCC accounted for spectrum efficiencies  
 
21  and network topology and enhancements that have been  
 



22  discussed today. 
 
23           Qualcomm is the world's number one supplier of  
 
24  wireless chip sets.  We have a solid relationship with  
 
25  all U.S. operators, and we support measures to increase  
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 1  the availability of licensed spectrum for all operators  
 
 2  so that they too will be able to meet their customers'  
 
 3  demands and needs.   
 
 4           Thank you. 
 
 5           JUDGE HECHT:  Thank you very much. 
 
 6           Our next speaker will be Patrick Riley. 
 
 7           PATRICK RILEY:  High, it's Patrick Riley.   
 
 8  That's Patrick, and then R-i-l-e-y. 
 
 9           I'm CEO of Ark.com.  That's A-r-k, dot com. 
 
10           So good afternoon, Your Honor, and Commissioner  
 
11  Sandoval. 
 
12           I first wanted to suggest what perspective I'm  
 
13  bringing.  It's that of an entrepreneur.  So Ark.com is  
 
14  a company that we have started recently, but I'd like to  
 
15  actually walk back to when I was a graduate student at  
 
16  UC Berkeley at the school of information studying  
 
17  economics and computer science. 
 
18           And I've seen firsthand how innovation can be  
 
19  stifled due to limited mobile broadband.   
 
20           Almost ten years ago my colleagues at Stanford  
 
21  and Berkeley had built infrastructure and mobile code  
 
22  that is almost identical to a number of technologies  
 



23  that are popular now.  FourSquare, Instagram, Yelp  
 
24  Mobile, a lot of these companies that are out now had  
 
25  actually already been created, but we lacked the  
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 1  necessary mobile network so that we couldn't actually  
 
 2  offer any consumer value or user traction at the time. 
 
 3           And the company that I founded back then was  
 
 4  called mReplay.  It was an award winning platform on  
 
 5  streaming video and T.V. and a software DVR on the  
 
 6  mobile phone, but it was again stalled back then mostly  
 
 7  because of the speed and inconsistency of the mobile  
 
 8  network at that time. 
 
 9           4G and LTE are entirely different.  What you  
 
10  see right now on smartphones as well is just the  
 
11  beginning of I think what we'll see in the future. 
 
12           Having also done my Fulbright fellowship  
 
13  studying wireless communications in Europe, in Germany  
 
14  where T-Mobile was actually originally from, I can tell  
 
15  you that we are -- California itself has a reputation  
 
16  for innovative companies, for creating innovative  
 
17  companies.  Not the United States.  California.  And I  
 
18  feel we should keep it that way.  I think this is an  
 
19  important part of keeping it that way. 
 
20           This merger would undoubtedly accelerate the  
 
21  velocity of IT and communication innovation.  Again, 4G  
 
22  and LTE technology is an essential platform for doing a  
 
23  lot of the things that we want to do, that entrepreneurs  
 



24  can be free to create their grand vision. 
 
25           With this merger also enterprise companies can  
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 1  gain increased confidence and value in their own mobile  
 
 2  usage, and create additional value to society as a  
 
 3  whole.   
 
 4           But I think perhaps most importantly with this  
 
 5  merger customers will enjoy new forms of communication,  
 
 6  expression, and mobile productivity as mobile technology  
 
 7  innovation accelerates in California and throughout the  
 
 8  world.   
 
 9           Thank you very much for your time and your  
 
10  attention today. 
 
11           JUDGE HECHT:  Thank you very much. 
 
12           Our next speaker is Brett Barley. 
 
13           BRETT BARLEY:  Hi, thank you very much.  That's  
 
14  Brett, B-r-e-t-t, Barley, B-a-r-l-e-y.  And I'm here  
 
15  representing the Silicon Valley Leadership Group today.   
 
16  So thank you for the opportunity to comment this  
 
17  afternoon.   
 
18           The Silicon Valley Leadership Group submitted a  
 
19  letter to the FCC stating our support for the proposed  
 
20  merger between AT&T and T-Mobile, which I'd like to  
 
21  place on the record today.   
 
22           I'm here to urge the California Public  
 
23  Utilities Commission to support the innovation academy  
 
24  by supporting this merger.  The Silicon Valley  
 



25  Leadership Group was established in 1978 by David  
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 1  Packard and represents more than 345 of Silicon Valley's  
 
 2  most respected innovators on issues that affect economic  
 
 3  health and the quality of life within Silicon Valley.   
 
 4  Our members collectively provide one in nearly every  
 
 5  three public sector jobs in Silicon Valley.   
 
 6           Many in the technology community have voiced  
 
 7  their support for this merger, and leading venture  
 
 8  capitalists across the Valley have also voiced their  
 
 9  support.   
 
10           We believe this merger will help create an  
 
11  environment where innovation can thrive.  The real  
 
12  threat to innovation is if our wireless networks don't  
 
13  keep up with the innovators.   
 
14           This merger is a logical, viable solution to  
 
15  looming spectrum shortages.   
 
16           Equally important, the merger will accelerate  
 
17  the development of the fastest mobile technology  
 
18  available. 
 
19           We all understand the limitations of the  
 
20  wireless spectrum and can appreciate the ways in which  
 
21  mobile broadband is helping to bridge the digital  
 
22  divide.  The merger of AT&T and T-Mobile offers the best  
 
23  options to expand networks nationwide.   
 
24           The Silicon Valley Leadership Group is  
 
25  dedicated to helping to lead the country out of economic  
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 1  recession and building the industries of the future.   
 
 2           AT&T has committed to expand the two expanding  
 
 3  4G and LTE coverage to 55 million additional Americans  
 
 4  nationwide, which offers tremendous growth potential for  
 
 5  Silicon Valley companies.   
 
 6           In turn this means investment and jobs and an  
 
 7  expansion of the innovation economy.   
 
 8           Thank you again for the opportunity to address  
 
 9  you all today. 
 
10           JUDGE HECHT:  Thank you very much. 
 
11           Our fourth public speaker is Ahmed Siddiqui,  
 
12  and please go ahead. 
 
13           AHMED SIDDIQUI:  Hello.  My name is Ahmed  
 
14  Siddiqui.  It's spelled A-h-m-e-d, then the last name is  
 
15  S as in Sam, i-d, as in dog, did as in dog, i-q-u-i, and  
 
16  I'm representing mobile game developers.   
 
17           I am a children's educational game developer.   
 
18  My first game that I released a few months ago is called  
 
19  GoGo Mongo!, and I'm trying to teach kids how to eat  
 
20  better by using the mobile devices, and what I'm  
 
21  learning is that mobile is such a great way for kids to  
 
22  learn.   
 
23           In fact, I was able to get a two-year-old to  
 
24  ask their parent to eat cauliflower for dinner just by  
 
25  playing my game.  So I think there's something there,  
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 1  right? 
 
 2           The challenge that I'm running into right now  
 
 3  is that there is a cap of 20 megabytes to download a  
 
 4  game.  And that's largely due to the fact that there is  
 
 5  not enough bandwidth.  So we don't want people to be  
 
 6  downloading apps that are larger than 20 megabytes.   
 
 7           It's becoming a big problem for me because as  
 
 8  the mobile devices get better and better, the screen  
 
 9  resolution gets higher and higher, and therefore I'm  
 
10  having to put bigger files.  Obviously for kids you need  
 
11  to make colorful, cute animations.   
 
12           And so as I'm running into that 20 megabyte  
 
13  cap, I'm losing a lot of customers.  And so that's why I  
 
14  think the merger is going to be very good because it  
 
15  will let us expand the network, hopefully increase the  
 
16  speeds and hopefully remove that 20 megabyte cap because  
 
17  it's getting very, very difficult to create interesting  
 
18  new content that's below 20 megabytes.   
 
19           So thanks again for having me.  I really  
 
20  appreciate you guys putting all this together.  Thanks. 
 
21           JUDGE HECHT:  Thank you very much. 
 
22           Our last public speaker is Michelle Lew. 
 
23           MICHELE LEW:  Hi, my name is Michelle,  
 
24  M-i-c-h-e-l-e, Lew, L-e-w, and I'm the president and CEO  
 
25  of a nonprofit called Asian-Americans for Community  
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 1  Involvement, AACI.   
 
 2           We're the largest community-based organization  
 
 3  focused on the health and well being of Asian-Americans  
 
 4  in Santa Clara County, a county that's over 30 percent  
 
 5  Asian, and I wanted to speak in support of the merger of  
 
 6  AT&T and T-Mobile today. 
 
 7           Before my time our organization has had a  
 
 8  longstanding partnership with AT&T and its various  
 
 9  predecessors going back to the 1990s.  We certainly do  
 
10  not always agree with AT&T on positions, but we do have  
 
11  a relationship that's been built over the decades where  
 
12  if we have concerns, we have people we can go to to  
 
13  voice the concerns of not only our staff, but the  
 
14  clients we serve most of whom are low-income Asian  
 
15  immigrants. 
 
16           As we enter this new decade, we see that our  
 
17  clients as well as our staff who are counselors,  
 
18  doctors, case workers, are increasingly reliant on  
 
19  mobile technologies, and we're supporting the merger  
 
20  because we are excited about the opportunity to expand  
 
21  the wireless network for Asian communities throughout  
 
22  the state.   
 
23           Thanks again for coming today.  Have a good  
 
24  day. 
 
25           JUDGE HECHT:  Thank you very much. 
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 1           In addition to those public comments, I want to  
 



 2  acknowledge that earlier I got something sort of between  
 
 3  a comment and a question on one of the question sheets  
 
 4  from a Lisa McDonald, and though we did not get to ask  
 
 5  that earlier, I'm going to have it included in the  
 
 6  Commission's file in this case just so that you know  
 
 7  that that's not disappearing.   
 
 8           And with that, I want to thank you all for  
 
 9  being here, and let Commissioner Sandoval give some  
 
10  closing remarks. 
 
11           COMMISSIONER SANDOVAL:  Well, I just wanted to  
 
12  thank everyone so much for participation.  This has been  
 
13  extremely informative.  And to also thank Santa Clara  
 
14  University for hosting us here.   
 
15           We chose to have this workshop here in the  
 
16  Silicon Valley in the home of innovation, and I applaud  
 
17  the innovation that people on all sides of the platform  
 
18  are engaging in, and I think part of what this has  
 
19  helped us to focus on is a need to think about network  
 
20  innovation, innovation for those who are riding on the  
 
21  network, and ensuring that there will be innovation and  
 
22  competition for the subscribers, for the consumers.   
 
23           What we've heard is that this is something  
 
24  that's important to California's entity to global  
 
25  economic growth.   
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 1           So we thank you for your participation, and  
 
 2  this has been very informative and helpful, and I wanted  
 



 3  to really thank all the CPUC staff who have put so much  
 
 4  work into this; the work of all of the offices who have  
 
 5  supported this, including all of the commissioners'  
 
 6  offices, Commissioner Simon for being here earlier  
 
 7  today.   
 
 8           We have representatives here from Commissioner  
 
 9  Ferron's office, Commissioner Peevey's office has been  
 
10  very supportive of this, Commissioner Florio's office.   
 
11  To the Administrative Law Judge Hecht who continues to  
 
12  provide both gentle and thorough guidance, which is a  
 
13  great combination to have, and to the many staff members  
 
14  of the CPUC from the communications division, the legal  
 
15  division, the public relations division, the executive  
 
16  division, the court reporter division, and everyone.   
 
17           It's been a great partnership, and Santa Clara  
 
18  again, I can't thank them enough.  The high tech law  
 
19  center tweeted, blogged, did all the modern things that  
 
20  they could to provide us with support, and so we really  
 
21  thank them. 
 
22           Thank you all very much. 
 
23           JUDGE HECHT:  And before we go, I just want to  
 
24  reiterate the thanks that Commissioner Sandoval just  
 
25  expressed, and I want to particularly thank all of the  
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 1  panelists who took the time to be here today, and all of  
 
 2  the public speakers because that's a very important part  
 
 3  of our process, and I appreciate that people came out,  
 



 4  and took the opportunity to speak and contribute to our  
 
 5  record in this proceeding.  With that, I'm also thanking  
 
 6  the staff.   
 
 7           And I want to announce that we have another  
 
 8  workshop in Los Angeles a week from today from 9:30 to  
 
 9  4:30.  We also have public participation hearings taking  
 
10  place next Thursday at 4:00 p.m. in Los Angeles.  The  
 
11  following Monday, Monday the 25th in San Diego, and  
 
12  Wednesday the 27th in Fresno. 
 
13           So if anybody is interested in those, those are  
 
14  our upcoming events related to this proceeding, and you  
 
15  can find that information on the commission's Web site. 
 
16           With that, I think we will adjourn.  We'll be  
 
17  off the record.   
 
18           (This hearing was adjourned at 4:01 p.m.) 
 
19                          --oOo-- 
 
20 
 
21 
 
22 
 
23 
 
24 
 
25 
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 1           I, DYNELE SIMONOV, a Certified Shorthand  
 
 2  Reporter of the State of California, duly authorized to  
 
 3  administer oaths, do hereby certify: 
 
 4           That I am a disinterested person herein; that  
 



 5  the foregoing proceedings, pages 1 through 58 and pages  
 
 6  104 through 154, were reported in shorthand by me,  
 
 7  DYNELE SIMONOV, a Certified Shorthand Reporter of the  
 
 8  State of California, and thereafter transcribed into   
 
 9  typewriting.  
 
10            
 
11                       DATED _______________________ 
 
12                       _____________________________ 
 
13                       DYNELE SIMONOV, CSR #11211     
 
14       
 
15            
 
16                          --oOo-- 
 
17            
 
18            
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 1           I, DIANE S. MARTIN, a Certified Shorthand  
 
 2  Reporter of the State of California, duly authorized to  
 
 3  administer oaths, do hereby certify: 
 
 4           That I am a disinterested person herein; that  
 
 5  the foregoing proceedings, pages 59 through 103 and  
 



 6  pages 154 through 226, were reported in shorthand by me,  
 
 7  DIANE S. MARTIN, a Certified Shorthand Reporter of the  
 
 8  State of California, and thereafter transcribed into   
 
 9  typewriting.  
 
10            
 
11                       DATED _______________________ 
 
12                       _____________________________ 
 
13                       DIANE S. MARTIN, CSR #6464 
 
14            
 
15                          --oOo-- 
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