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MANAGEMENT DISCUSSION SECTION 

Analyst, Goldman Sachs 

Okay, we’re about ready to start the 11 o’ clock session. We’re really pleased to have Comcast 
joining us today, it’s Michael Angelakis, who is the Chief Financial Officer of Comcast. He joined 
Comcast in 2007. Before that most recently he was a Managing Director at Providence Equity 
Partners from 1999 to 2007. So, Michael welcome to Communacopia. 
 

Michael J. Angelakis, Chief Financial Officer 

Thank you. 
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QUESTION AND ANSWER SECTION 

<Q>: Maybe, we’ll startup with how we’ve been setting a lot of these discussions up, which is just 
wrapping some macro context around, what pattern through the cycle and then we’ll get into 
potentially what happens coming out of the cycle, but if you can sort of set us up with what you 
think sort of broadly the impact has been on sub-growth in ARPU? 
 
<A – Michael Angelakis>: Yeah, if you actually go back and you think about the economy right 
now, and actually I think there is optimism. Clearly, unemployment is challenged, housing is 
challenged, local advertising continues to have some issues, although, we’re cautiously optimistic. 
 
But I think if you go back to the early part of 2007 and you look at our company and if you look at 
some of the metrics and actually if you painted a scenario, that said, we were going to go into one 
of the deepest recession since the great depression. We were going to have two large competitors 
overbuild us to roughly 30%. How would we have performed, and since that time, we’ve lost about 
a million video customers. We really don’t like it, but that’s been an impact related to clearly the 
economy and certainly additional competition. 
 
It actually put on though, about eight million voice and data customers, so net-net we’re up about 
seven million customers since the beginning of 2007. We’ve also grown revenue, cash flow, free 
cash flow considerably, EPS, we’ve also had an impact on advertising, which has been negative. 
So I feel pretty good that we have navigated this cycle in a pretty positive way and if that scenario 
has played out, I look at execution and say execution has been pretty good during a really difficult 
cycle. 
 
<Q>: And if you think about the ARPU component through this cycle, obviously there is sort of 
dueling headwinds here, competitive and cyclical, how would you sort of disaggregate the two? 
 
<A – Michael Angelakis>: Well, I think the way one out of four of our customers take off three 
products. You have to think about it that way. And we really look at total ARPU and we’ve grown 
ARPU considerably, we’ve grown it 7% year-to-date. If you take out advertising, which is not done 
as well as we had hoped, we’ve grown about 9%, I think is the number. So we are super-focused 
on ARPU. It’s a really important element and there is a natural balance between what our financial 
results and what our customer growth and that balance we are obviously trying to manage very, 
very – in a granular way. 
 
<Q>: As we start to think about the other side, I mean certainly at this conference, the media side 
at least has been bullish and started to talk about inflections and trends, wondering as you start to 
think about the cyclical uptick, it’s – maybe if we can sort of attack both segments on the volume 
side and the pricing side, what do you think, what sort of pickup should we expect? 
 
<A – Michael Angelakis>: Well, I think in the rebound, part of a big correlation for us is housing 
growth. So if housing formation comes back, we undertake ample share of that. Secondly, if the 
consumer gets healthy, I think we’re going to see growth in ARPU related to more services and 
also I think that our advertising will do better. We have lost roughly one to two percentage points of 
cash flow related just to advertising. So I think we are positioned, both internally with regards to 
how we’ve taken cost out of the business, but also externally with our products that when the 
market comes back, whether it’s housing growth or consumer confidence or advertising, I think 
we’re pretty well positioned. 
 
<Q>: I think the latest data points out of the company, you certainly said this on the second quarter 
call and then sort of reiterated more recently, the – talking about sort of trend rates exiting the 
second quarter positioning people for 3Q and sort of giving a message that 3Q looks more like 1Q, 
in particular I think on the broadband side. I’m wondering, I guess couple of questions attached to 
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that a) is that still the view, but b) I think more importantly, is it far enough into the quarter to sort of 
make that claim, I think Time Warner Cable actually was saying that September is the big month 
within the quarter, so that’s where the inflections really occur, it’s too early to call. Maybe just some 
comments on that and then I’ll be sort of have a couple follow ups? 
 
<A – Michael Angelakis>: Yeah. First of all, I think quarter-to-quarter is a terrible measurement 
period. I think we look at the company and manage the enterprise on an annual basis and certainly 
longer than that in terms of how we create value. In the second quarter, I think we had an 
aberration with particularly high-speed data. I think we of course corrected that and I think we feel 
very good about how our net adds are performing with regards to the third quarter. 
 
So I just go back to the comment I made earlier, we are in a very granular fashion managing unit 
growth and financial metrics and I think they sometimes will swing quarter-to-quarter depending on 
we’re in the back-to-school season now, depending on seasonality, depending on a whole number 
of factors. But I think that the third quarter from the unit perspective is shaping up just fine. 
 
<Q>: And those comments have been mostly attached to the HSD numbers, I’m wondering are we 
to assume that there is sort of pull through attached to that voice and video? 
 
<A – Michael Angelakis>: I don’t want to say too much, but I feel pretty comfortable. I mean we 
are in almost the middle of September that our performance on the unit side, we’re pretty pleased 
with so far. We’ve got two or three more release left. 
 
<Q>: Yeah, great. Obviously, another big topic recently given the news flows ownership limitation, 
wondering if you can step us through the recent removal of the ownership caps, and whether it 
really has a meaningful impact to your outlook for consolidation. 
 
<A – Michael Angelakis>: I really don’t think it has any meaningful impact. It is a really nice win. 
We thought the law was from a regulatory perspective inappropriate and unfair. We’re delighted 
we’ve won. We really don’t see a major impact. And that clearly begs a question with regards to 
further consolidation in the cable industry. From our standpoint, we believe we have a lot of scale. 
So any kind of cable acquisition is going to be far more analytical from a financial perspective in 
terms it has to be compelling financially, so I don’t see the rule change having much of an impact at 
all. 
 
<Q>: And in terms of making a compelling financially, IRR is it – what type of synergies they are 
attached and when you look at sort of the cost elements with a lot of people focusing on 
programming, how would you think about programming relative to incremental scale, are there 
really big benefits there? 
 
<A – Michael Angelakis>: Well you mean in terms of more cable? 
 
<Q>: Yeah. 
 
<A – Michael Angelakis>: Yeah, I don’t particularly think so. I think that we are the low cost 
provider on the programming side. I think when the company did the AT&T broadband deal, they 
were very meaningful benefits of scale. I think we’ve benefited from that and I really don’t see us 
going from 24 million to 27 million really having material benefits of further scale. What is a good 
transaction for us would be we’re going to generate a terrific risk-adjusted return on any type of 
cable or other acquisitions and I think we are pretty disciplined about that. 
 
<Q>: Great. As we think about the M&A path from here. I think part of it ties into what the corporate 
mentality actually is right now. As I talk to investors we launched a coverage last weekend. What I 
consistently hear is you’re somewhere between growth value there’s not – there is an income 
component that potentially could be bigger, and so people think about placement of this company 
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and a lot of it obviously would tie into the M&A trajectory. It seems like cable deals would be about 
cost cutting IRRs and sort of driving the value component versus those other things you could 
actually do on the growth side, whether it’s augmenting, the SME business and sort of the franchise 
there, or augmenting I have to say on the content side, how should we think through this in sort of a 
corporate mentality and corporate approach here? 
 
<A – Michael Angelakis>: We are in eight lines of business. We have eight revenue streams in 
the company. And I think our goal is to reinforce our competitive advantages in every one of those 
revenue streams, whether we do it through organic investment or whether we do it from acquisition, 
really the goal and how – we talked about this last week or Steve did, we get up every morning 
thinking about how do we reinforce that competitive advantage and we have many. 
 
Each of those eight businesses, by the way, are in different levels of maturity of growth, have 
different opportunity sets and we explore every single one in a great level of that. We are pretty 
financially disciplined whatever we do, whether it’s an organic investment or an acquisition, to me, 
have to go through both the strategic filter and the financial filter. We’ve talked about this before. 
And our goal is to generate great strategic and financial returns as we move and grow those eight 
businesses. 
 
So you brought up SME. SME, we think is a terrific opportunity. We have line of sight on revenues. 
it proves growing 51%, the market that we’re attacking today, 51% year-over-year. The market 
we’re attacking today is approximately $15 billion. We’re now only roughly a $1 billion of that, and 
we have real momentum in that business and we’ve focused on that business. 
 
By the way, we’ve done a 100% of that growth all organic. And even when our team and Bill 
Stanford come to us for capital for that which we’ve invested in, we put it through the same filter 
whether we bought a company or investing organically. When we think about business services 
and cell backhaul, which is another area, which we size at roughly $1 billion that’s a same financial 
analysis, because we think that’s a real opportunity for us to extend our network. 
 
There’s clearly another opportunity in terms of moving up to scale in terms of the enterprise market. 
Right now, the market we’re focused on is really companies with 20 or less employees. That’s a 
relatively small marketplace in terms of $15 billion, but there are lot of companies probably double 
that size that are in that sort of second tier of market. And we are preparing thinking and I want to 
say too much about going into that business pretty aggressively. 
 
<Q>: Great. Maybe we can switch to article favorite topic, return of cash to shareholders, I’m sure 
you’ve left about a lot. Can you step us through, I guess, the current balance sheet framework and 
maybe layering under that, you’re on a deleveraging path right now, but you’ve eliminated most of 
the near-term maturities, you guys have done a great job of sort of taking the tower risks off the 
table in the coming years, it seems like we’re close to a level where you probably should feel very, 
very comfortable about the business, when do we sort of slowdown the deleveraging path and think 
about other avenues? 
 
<A – Michael Angelakis>: Okay. Let’s just go back a couple of years and this is a metric that 
doesn’t get talked about a lot. But at the end of 2007, our debt to free cash flow was about 13.5 
times. Okay, that’s a number that doesn’t necessarily get a lot of attention, but certainly a number 
that when you say your free cash flow is really the amount of dollars you’re going to have to service 
that debt and it’s at 13.5 times, strong company, but not as strong as we’d like it to be. 
 
 
I think we will end this year 2009, where we have retired roughly $3.3 billion of debt this year and 
we’ll be roughly 6.5 times maybe a notch or two lower than that. I feel pretty comfortable with the 
progress we’ve made over the last two years of doing two things, one is growing free cash flow, 
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and two is modestly deleveraging from roughly a $32 billion balance sheet to around a $29 billion 
debt level. So I feel pretty good about that. 
 
With regards to return of capital and we do look at a dollar of debt repayment, a dollar buyback and 
a dollar dividend that’s all returning capital and accretive to equity. And if you think this year, we’ll 
probably retire roughly 3.3 billion. We have an $800 million dividend. We’ve already bought back 
200 plus billion of stock and we’ll continue that. We are at $4.1 billion of return of capital, actually, 
$4.3 billion of return of capital through roughly the first six months in the year. And I think that we 
have a real focus on how do we return capital in a smart intelligent way. 
 
<Q>: And just, I guess, a followup there is, if you think about the dividend payout ratio sitting – 
hovering right around 20% depending on the quarter, is that the right ratio over time to sort of 
preserve the opportunities that you see whether it’s on the M&A front or deleveraging front, or do 
you think you could move that ratio up meaningfully and still preserve the type of flexibility you want 
in the company? 
 
<A – Michael Angelakis>: There’s a real balance between those three elements of a dividend, a 
buyback and debt repayment. I think we’re pretty comfortable that we’ve done a solid job of de-
risking some of the balance sheet, adding more liquidity, and bringing our cost of capital down a bit, 
particularly given the macro economic environment, we’ve lived through over the last 12 or 18 or 24 
months. When we think about a 20% payout ratio, we don’t want to be pigeonholed in that. If you 
look at net income it’s slightly higher than that, the payout ratio in the sort of 23, 25%. If you look at 
free cash flow, it’s hovering around that number. So I think the key for us is what’s the right balance 
between buybacks and debt repayment and dividend and our hope is that as the company 
progresses, we’ll continue to increase the dividends. 
 
<Q>: Great, maybe we’ll switch over to wireless, real quickly. One logistical reminder, if you do 
have questions remember there’s people that will walk up and down and get your questions. We’d 
love to have this to be sort of 25 minutes of my questions, 15 minutes of yours, so definitely don’t 
hesitate. On wireless, out of the range of options right now what – can you sort of address why 
Clearwire remains the right partnering strategy -- 
 
<A – Michael Angelakis>: There has been a lot of discussion about this, but let’s – again it’s kind 
of funny we’re going back, let’s look at a couple of years ago. A couple of years ago, when we 
started to look at wireless as how do we extend our three products, our core three products for our 
customer base. To us it’s not necessarily about a quad play in terms of handset and bundles. It’s 
much more of we have a robust data business, which is a terrific premium business. We have a 
very good phone business, which is growing nicely. And we have a terrific video business. 
 
How do we take those three products and add mobility to them to enhance the product set? We 
started looking at it in great depth and you come to sort of three options. We are a holder of some 
AWS spectrum, so we could actually build a network. The conclusion was we have 20 megahertz of 
spectrum, clearly not enough to do what we really want to do. We don’t want to be the seventh 
competitor in a market that we think is mature from the voice side. And it’s a huge economic 
investment, which we’re uncomfortable there’s a real return for. 
 
So you take that option you say analyzed it, looked at it, pushed it off to the side. The other option 
is do you want to purchase a company. And I don’t think we have any desire to purchase a wireless 
company. And then, you look at, can you partner and where is the best partnership that you can 
actually have. And if you go back to what our goal and objective was of adding mobility to our three 
core products, you need a hell of a lot of spectrum, and you need a hell of a lot of nationwide 
spectrum. And Clearwire with the merger with Sprint is uniquely positioned to have a lot of 
spectrum across the country and clearly in our core markets. 
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And it was a real opportunity for us to invest. We’re part owner of the network. We also have a 
founder’s preference on wholesale access to that network and to-date, we’ve been pretty satisfied 
with how that’s gone. We’ve launched in two markets. We’re launching in a number of markets, 
about – important in itself for which was our first launch, about 30 to 35% of the customers that are 
taking the Clearwire products are brand new customers to Comcast. That in itself is pretty 
compelling. So we like the partnership and we think it was when you look at what the options are it 
was I think the right choice. 
 
<Q>: Can you help us think through funding for Clearwire, from your perspective, it’s an entity, 
which probably will need additional capital infusions at some point. You had obviously two paths, 
get diluted or contribute, keep the existing stake or potentially even bump it up. How would you 
approach that? 
 
<A – Michael Angelakis>: Well, we don’t have any obligations to fund any further dollars into 
Clearwire. We’re about a little bit more than an 8% shareholder. The question really lies I think and 
I’m not ducking the question relies with Sprint who is a 51% shareholder as well as with Clearwire. I 
think that they will be funding. I think the company will build out its network like it’s doing now and 
from our perspective, we will evaluate whatever financing it does we have preemptive rights, but 
again we’re only an 8.5% shareholder. We didn’t have a Board too. 
 
<Q>: As we think about the strategy in wireless data you had a couple market launches that seem 
to be going incredibly well. How do we think about where you sit in terms of the product stack over 
time in wireless? As the carriers would think about it, if they think about wireless as sort of 
disaggregating the products, you have text messaging which is credibly high margin subsidizing the 
ratio of voice which sort of sits in the middle and then you have data which is at the bottom at this 
point quite frankly laptop card data that probably put us at very bottom in terms of the margin 
opportunity. So why is that sort of the right products that’s solely to be attaching yourself to in the 
wireless market at this point? 
 
<A – Michael Angelakis>: Well I think two things. Clearwire isn’t a telco. It has all virgin spectrum. 
So I think when you look at that product stack, it is – it can be quite profitable just on the data side 
with the differentiated product. I think the telcos have different constraints including their own issues 
around spectrum management. 
 
I think from our side why we are leading with broadband is we think that our broadband product is 
absolutely a terrific product. We have more headroom to grow that business. It’s a high margin 
product. We’ve put a lot of money into increasing speed and things like DOCSIS 3.0. So we thought 
it was a natural extension to bundle our in-home product which has say 20 megabits in the home 
within out of the home product, which will be between three, four, five megabits. 
 
So we looked at it as a natural extension. As you know, we are launching – we’re testing today a 
service called On Demand Online, I can envision at some point in the future, that having a wireless 
component. And there’s been lots of discussion about voice clients at some point and I don’t want 
to say much more than that, but I think that data is really an important product for us to lead in the 
wireless side. 
 
<Q>: Maybe if we could switch gears to video, you guys are obviously in the process of 
transitioning through to All-Digital, what are the key things as we come out near the size that allows 
you to deal with the company. 
 
<A – Michael Angelakis>: A really good snapshot, and that one, this is a huge initiative for us. We 
are spending between four and $500 million this year and next year on both the All-Digital and 
DOCSIS 3.0 effort. A snapshot of what it looks like on the other end is probably Portland, Oregon 
where that was our first market, which is now complete. We have launched over a 100 high-
definition channels. We have launched many ethnic channels, so I think we’re probably now the 
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leader in that market with regards to ethnic channels. We have DOCSIS 3.0, so we have really 
high-speed. 
 
In addition, we are working on Project Infinity, which is our VOD platform. So I think the product 
leapfrog some of our competitors in that particular market and we’ve seen great reception with the 
product, particularly in the markets that have been completed. So, this is very important to us and 
we think that the results in terms of when a market is complete from a whole number of areas in 
terms of product positioning, customer satisfaction, and operations to the real improvement. 
 
<Q>: A lot of your investors seem to focusing on video ARPU, we touched to some extent video 
coming out of the cycle, but I wonder if you could just isolate ARPU, are you optimistic that we can 
sort of get back to historical trend growth rate, or is the competitive environment sort of changed 
that? 
 
<A – Michael Angelakis>: I think the economic environment has changed, and clearly the 
competitive environment has changed. We’re not completely focused on video ARPU, we’re more 
focused on gross ARPU, given that one out of four customers takes all three services. I do think the 
days of implementing five, six, 7% rate increases are not – on the video side, certainly won’t be 
there for us this year and next year. And I think that’s a result of really just the economy – the 
economy and to some degree competition. But I think we’ll continue to grow total ARPU and you 
just look at, we are laser focused on ARPU and if you look at through the year, if you take out 
advertising, we’re sort of 9% year-on-year up, which I think is pretty good performance. 
 
<Q>: If we take the – as of the cost side of the equation, I would say everybody sort of focused on 
programming costs. Over the last couple of days we’ve got a number of channel operators, media 
companies in here, sort of taking the other side of this and saying what we’ve seen over the last 
couple of years with our data programming cost is the new norm and if anything goes up from here. 
What’s your view in terms of ‘09, which looks like a relatively elevated year? Is this the new norm or 
do we sort of move that down from here? 
 
<A – Michael Angelakis>: Well, first I think the radar continues. Secondly, I think we are the low 
cost provider. So if you look at our competitors, you look at even our peers, we are the low cost 
provider on programming. I think we are seeing a period this year where it’s a bit higher than it has 
been historically. Our goal is to bring that number down next year, but it is an issue and I think that 
we are fighting in the trenches everyday related to that issue. And I think it has an impact. I think 
what you’re going to do will have an impact on video margins, it does. But we are taking cost out of 
the business as well and I think we’ve been able to keep margins steady to even a little bit up over 
the last five years. I think the benefits we have in terms of cost savings and product mix with high-
speed data to less new business services and as advertising comes back, I think we have a good 
shot at having our margins continue to be stable and maybe increase a little bit, not a lot. 
 
<Q>: So do you think even beyond the very near term that you’re just playing out, is that kind of a 
medium term view where we should expect maybe gross margin declines but operating margins yet 
still relatively flat given the cost that you are taking out? 
 
<A – Michael Angelakis>: Again you’re isolating on the video business. I think when you look at 
the other two businesses, I think you see margins obviously increase. We’ve taken a tremendous 
amount of cost out of our voice and out of our data business, and I think SME is generating 
absolutely terrific margins as well. And we are focused on getting into more higher margin business 
and as I mentioned advertising which is a high-margin business, one that has high operating 
leverage, we’ve actually took a hit from because of what’s happened in the economy and we’re 
hoping that’s going to come back some time next year. 
 
Now, on advertising third quarter, fourth quarter, we have tough comps, but I think that next year 
we’re hopeful that that business returns well. 
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<Q>: If we could talk about data that seems to be potentially the other side where you actually do 
have pricing leverage now clearly you’ve got an infrastructure already build out, All-Digital will help 
that, DOCSIS 3.0 will help that. I guess that the both cases there is pricing leverage and we can 
see ARPU increases in data. I’m wondering what we’ve seen in the industry recently even you guys 
doubled speed without a price hike attached to it. So how does this sort of all fit into the potential for 
ARPU increases? 
 
<A – Michael Angelakis>: Well, I think there is a press release today that we have taken some 
rate adjustments on high-speed data, in the High-Speed Data business. So we do think we have 
some pricing power there. We have done a terrific job of increasing speeds and increasing 
customer satisfaction. We think we are clearly the leader in that business and we’ve also seen our 
competitors actually take price increases with regard to that data business. 
 
So we love the business. I think we will see a bit of an increase in that business, a bit of an 
increase in the video business as well, but we’re being very careful and conscious with the tough 
economy we’re dealing with. 
 
<Q>: If we think about the potential for future ARPU increases, is it more driven by the step up of 
the cost of different tiers or is it migration within the tiers where people are moving from lower tiers 
to mid or upper? 
 
<A – Michael Angelakis>: I don’t know the answer to that. I think that we have – we are seeing 
tiers, we have a Blast service. We’ve actually been selling that higher price, higher speed service, 
roughly three to one to the lower price service. So I think indeed for speed and as video becomes 
more relevant with regards to people looking at sports clips in the morning, I know my kids every 
morning get up early and go online, and look at sports clips, and our service is geared to providing 
a great experience for that. 
 
<Q>: We’ve got a couple of questions sort of following up on SME, which you touched on earlier. 
$15 billion opportunity, obviously a huge opportunity and Neilson’s covering the telcos that’s 
obviously a big margin opportunity as well, I think you reference that... 
 
<A – Michael Angelakis>: Provided you actually given your – such a long telco history. I’m 
actually delighted that you recommended us. We have more education to do. We really have a lot 
more education to do. But all I can say is I take my hat, great job. 
 
<Q>: All right, thanks for the thoughts. How do you think about the pricing strategy versus an 
RBOC maybe just sort of there is two path here, there is a big margin opportunity in that, yeah, 
there is probably ample penetration opportunity. You’ve got most of the telco versus an opportunity 
that really drives share gains versus an incumbent that aids pseudo-monopoly market in many 
areas, at least has the chance right now. How do you sort of balance the two? 
 
<A – Michael Angelakis>: We have grown the SME business year-over-year 51%. Now, it’s still 
roughly a $1 billion of run rate revenue. So I think you’re going to continue to see us push that 
business. We’re going to expand that business in other areas. We think we have terrific 
momentum. We think there is a real balance between market share and making sure our growth is 
profitable and that’s a really important point. I think that we should talk about is we are very 
focused. We want to grow the business. We want to grow it really profitably. 
 
We don’t necessarily believe in market share that forfeits profitability. Our view is we think we can 
balance both appropriately and both the consumer as well as in the business side. And I think you’ll 
see us continue to grow the SME in other areas of commercial services as aggressively as we can. 
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<Q>: As we think about the capabilities you can and will offer over time, clearly there is an 
enormous opportunity in the sub 20 markets. What point does it make sense to the extent – to 
extend the capabilities, to try to tackle something bigger and what exactly are the capabilities that 
you need to move upstream? 
 
<A – Michael Angelakis>: I mean we just launched yesterday or the other day in Minneapolis a 
100 megabits commercial service. So I think you will see us increase our sophistication level in 
terms of going after those customers. I think when we think about Metro Ethernet and we think 
about other areas of growth, those are areas we are clearly pursuing. It took us time to build the 
infrastructure, the sale force for the SME business and I think we’ve done that well and we have 
momentum in that business and – but we don’t want to distract that momentum. But I think we will 
layer on top of it other areas of growth that we think are real opportunities for us and I can tell you 
that we are heavily looking at that right now. 
 
<Q>: We’ll switch to some audience questions. There is one, sort of going back to capital 
allocation, but it ties into existing assets and you obviously mentioned that AWS spectrum you have 
SpectrumCo. How does shareholders get comfortable that over time these are productive assets 
working for them? 
 
<A – Michael Angelakis>: The AW – I would say the AWS spectrum actually increased in value 
pretty considerably over time and I think that there’s a real goal to make sure that the Clearwire 
partnership is successful and works well for us and meets the goal objectives we have. I think I’ve 
said this before, when Clearwire has met the objectives and it’s hard to say exactly what that is. I 
think we will evaluate what to do with that AWS spectrum. But right now we – I think it’s an 
appreciating asset and from our standpoint, we will continue to hold it and make sure Clearwire is 
successful. 
 
<Q>: Another question on, if you think about the structure of the video market and look at some of 
the leading edge at least offerings out there whether it’s whole home DVR that you’ve seen or the 
DTV sports package, sports offerings, how are you competing against that higher-end segment of 
the market? 
 
<A – Michael Angelakis>: I think on the multi-room DVR, we have launched a number of services. 
We just launched iPhone App for different service. So there is a – there is certainly product 
development where we’ll leapfrog one, somebody will leapfrog us there, they don’t move. But I think 
that we’re competing pretty effectively. We have a meaningful product development team that is 
always looking at, how do we improve and enhance meaningfully, not just a press release, a 
product or a feature for our customers. 
 
So, on the NFL which I think that is SUNDAY TICKET, that is a level of frustration for us, but it is 
what it is and I think we are doing a good job. We just launched RedZone and we’re marketing 
RedZone which is we’re trying to find a way to provide more sports to our customers. That one 
does sort of [inaudible] little bit. 
 
<Q>: I think the capital spending for the company there is identified on one-year term? 
 
<A – Michael Angelakis>: Your question or somebody else’s question? 
 
<Q>: This is back to my question-- 
 
<A – Michael Angelakis>: Okay. 
 
<Q>: Certainly open and honest here, but once we get through All-Digital, DOCSIS 3.0, two pretty 
big projects and I realize one heck a lot more expense than the other, but the – as we get through 
these near-term projects, are there any other things from the horizon you could think that would 
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keep CapEx sort of where it is now or should we expect level the CapEx to continue trending down 
over time? 
 
<A – Michael Angelakis>: I think the goal for us is to be really smart about how we invest CapEx. I 
think the outcome of that is that intensity will continue to decline. I think the projects related to All-
Digital and DOCSIS 3.0 are finite. I think we are investing in interactive advertising. I think we’re 
investing in Wi-Fi. I think we’re investing in Business Services, we just spent some time talking 
about adding investment to Business Services. We’re trying to be very focused on how we allocate 
CapEx. But I think the outcome is that the intensity will continue to come down. And that we will 
continue to fund those projects, which we think has attractive profitable growth characteristics. 
 
<Q>: As we think about longer-term capital intensity, I had to pin you down, I think but just how 
would you think – do you think in CapEx to rev turns, is that how you like to get investors thinking 
about it? 
 
<A – Michael Angelakis>: I’m in different. I look at it as a whole number. I think that if you look at 
2007, it was roughly six billion plus dollars, it was, 5.7. I think we’ll come in at – I’m not going to give 
you guidance, but I think we’ll bring it down. And I think next year, we have a chance of bringing it 
down in absolute dollars as well. 
 
<Q>: Okay. Another one of my questions, cost cuts, how should we think about opportunities for 
additional cost-cutting in the business? 
 
<A – Michael Angelakis>: I think we are laser focused on cost cuts. I mean the business – this is 
no secret, the business has slowed down, both in terms of economic issues as well to advertising 
or housing growth, it’s slowed down. And as it slows down we will take more cost out of the 
business. So I think we have more continued opportunity this year, next year to take more cost out 
of the business. We took cost out of the business last year. We’re not the type of company that 
issues a press release and says we are laying off x number of people. We did do that, but we did 
not do a press release last year, but we did on one of our calls, articulate exactly what our plans 
were. I think you’ll see us take more cost out of the business this year and next year. 
 
<Q>: So we’ll end with a couple audience questions. We’ve had a number of focus on maybe more 
a function of geography, and where you are, but a number focused on FiOS and how you compete 
against FiOS. How do we get confident that this is sort of a – can be a constructive situation as 
opposed to aggressive situation. I think there has been some pricing action recently, which speaks 
to that wonder if you could walk us through that. 
 
<A – Michael Angelakis>: I don’t want to – they’re a fine company. They can speak for 
themselves. I think we’re competing effectively with FiOS. I think they have a good product. I think 
we have a good if not better product. By the way, they’re overlapped to us as roughly 15% today. 
So the other 85% is not FiOS over built, but I think we’re starting to even see some win backs from 
them, where they’ve come into a market, people want to try the service, it’s not as great as it’s 
advertised or a bit more expensive and we’re getting some customers back, but – and they’ve done 
rate increases recently that I think are pretty aggressive. So I think that we’re competing well 
against them. 
 
<Q>: Do you do win-back surveys to determine when you actually get some back from FiOS which 
I realize it’s very early on, but I’m wondering if you can pinpoint why exactly they’re coming back, 
what are they frustrated with? 
 
<A – Michael Angelakis>: Well, I think it’s all of the above. I think that unfortunately we do sub or 
two every once in a while and if we miss an appointment or VOD product didn’t come through, that 
could be a trigger to move to somewhere else. By the way, no one is perfect and that happens to 
them as well. I think that their ARPUs are higher than ours. So I think that there are some pricing 
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aspects there. Actually they are – I’m not going to go into too much, but I think we’re competing well 
against them. We are very focused on win backs not just on FiOS by the way, but on U-Verse and 
DIRECTV and Dish and there’s a real goal for us to try to keep our video customers, whether we’re 
retaining them or taking them from our competitors. 
 
<Q>: Okay. Last question which is an audience question that actually overlap with one of mine so 
balance here but online video and just how to think about relationships you have with the 
programmers and the opportunity versus the risk over time? 
 
<A – Michael Angelakis>: In a very short time, by the way, we created Fancast. We’ve also help 
to create TV Everywhere with our friends at Time Warner. TV Everywhere is a service that we think 
is complementary to our core service. People are watching more TV today than they ever have. 
Also in order to watch TV Everywhere or Fancast, we think you need a really high-speed modem or 
a high-speed access, which again I think we are terrific at. So we just don’t see the threat as 
significant in terms of online. We think it as relatively complementary. And frankly, we’re leading the 
charge with regards to developing products whether it be Fancast or On Demand Online and we 
think the cable programming group, in particular I think is endorsing On Demand Online and 
[inaudible] a very good utilization for people who want to watch TV on a PC or a laptop. 
 
<Q>: Great, we’re about out of time. Michael, thanks so much for joining us today. 
 

Michael J. Angelakis, Chief Financial Officer 

Pleasure. 
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PARTICIPANTS 

Corporate Participants 

Michael J. Angelakis  – Chief Financial Officer & Executive Vice President 
 
 
 
MANAGEMENT DISCUSSION SECTION 

Analyst, Goldman Sachs 

Great, thanks. I think we’re ready to go. And again, everybody, thanks for joining us. We’re really 
excited about the lineup we have this year. I think we have the opportunity to get off to a particularly 
strong start this afternoon with Michael Angelakis, the Chief Financial Officer of Comcast. 
Welcome. 
 

Michael J. Angelakis, Chief Financial Officer & Exe cutive Vice President 

Thank you. Glad to be here. 
 

Analyst, Goldman Sachs 

Lots of things to discuss obviously. I think with the industry backdrop, there are certainly lots of 
debates around ARPU trajectory and cord cutting. I think one thing is clear though as we look at the 
second quarter trend rates, the first quarter trend rates, what we sort of know about the data is on 
the cable side, there have been some very positive inflections that we’re seeing at Comcast that we 
aren’t necessarily seeing in the rest of the industry. If you look at PSU adds, up in 2Q versus 2Q 
last year; nobody else in the industry did that. If you look at basic video losses, a decline in the loss 
rate in 2Q; nobody else did that. Would love to help you think us through what’s going on at 
Comcast that is different than what we’re seeing in terms of the rest of the industry? What can you 
attribute the success to? 
 

Michael J. Angelakis, Chief Financial Officer & Exe cutive Vice President 

Well, I think it’s a combination of factors. Good morning or good afternoon, everyone. I think we 
have been very focused on really leading the innovation cycle with regards to our products. If you 
look at what we’ve done over the last couple years, where we basically developed the all-digital 
platform in terms of DTAs, that’s basically complete, roughly 90% of our footprint, and that allows 
for really a much better enhanced video product. 
 
We’ve also launched DOCSIS 3.0 several years ago. That’s basically complete within 90% of our 
footprint. And we’ve continually increased speeds with regards to our high-speed broadband. 
We’ve also innovated in a variety of different ways, whether it’s through iPad and Xfinity.com, 
whether it’s with how we do with navigation and how we do with user interfaces. And I think the 
entire experience for our customer in terms of the product has increased substantially over the last 
three or four years. And I think we are somewhat unique in leading some of that development and 
really focusing on how do we develop a better product for our customers, particularly video, high-
speed data and voice. 
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Second thing I think we’ve done is really focused on customer service. We have continued to 
increase our customer service scores over the last year or so. We are very focused on retention. 
We’re very focused on making sure we do things right the first time. There’s been a renewed 
granular focus with regards to how we’re competing and how we serve the customer, and that I 
think is paying off in spades. 
 
I also think that overall we’re competing better. Combined with customer service and combined with 
better products, I think how we’re competing with our customers, with the folks that we’ve been 
competing, telcos, satellite and so forth. We’re just doing a much better job in terms of executing. 
 
I think we also have developed, and I’m not sure how many folks in our service area here, but 
additional branding with things like Xfinity.com and Xfinity Television Service. The Xfinity brand, 
which is now in almost 90% of our footprint, has really high customer awareness. And the brand is 
actually doing very well with non-customers who feel better about Comcast, and our existing 
customers feel better with that brand with regards to having a good value for money or 
technologically advance. 
 
So I give our operations team really high marks of really just focusing on execution, blocking and 
tackling. But it’s been a couple years in the making. And we’ve actually had three consecutive 
quarters of year-over-year improvement, not just one in terms of second quarter. Some of the 
metrics you’ve mentioned for the last three quarters we’ve actually outperformed last year. So 
there’s a – we are feeling pretty good about our product, which we’re continuing to innovate, and 
we’ll spend more and more time on providing more value to the customer and we’re getting better 
at customer service. There’s more work to do there. And our brand will continue to drive. All that’s 
wrapped up with financial results in ARPU and retention management, and again, I think we’re 
doing a terrific job there. So a real credit to our operations team who is just very focused on 
executing the plan we have. 
 

Analyst, Goldman Sachs 

That’s lots of food for thought. So we’ll get into a lot of those sort of topics in the discussion. I guess 
maybe just to frame for the audience, there’s a lot of moving parts in the revenue trajectory at 
Comcast at this point. We’ve got commercial, which obviously very exciting opportunity, the ability 
to steal a lot of share from the telcos. Broadband; that continues to be a share game. I think a lot of 
investors are excited about it as an incremental ARPU opportunity as well. Residential video where 
you’ve been holding your own, but there are secular concerns. This is generally translated at least 
in the cable side to sort of mid-single-digit revenue trajectories. We sort of think through all these 
different components. Is that sort of right framework going forward? 
 

Michael J. Angelakis, Chief Financial Officer & Exe cutive Vice President 

Yes. I mean, we really look at product by product or service by service and really go deep in terms 
of analyzing each of those services. The video product, it’s a terrific product, it’s a much better 
product than it was four years ago and I suspect tomorrow it’ll be a better product than it is today. 
That revenue is low single-digit; we’re selling more services to the high end. There is – and you 
mentioned this in your opening remarks – a bit of a bifurcation. But it is a terrific business, really 
free cash flow generative, and it’s a mature business. We all have to recognize that. But I think we 
have a lot of confidence that we can continue to grow that business. 
 
You look at the broadband business, terrific business, double-digit revenue growth. We have 34% 
penetration of our market. I think you have to believe that broadband is going to be an 85%, 90% 
penetrated market. I think people several years ago would have brought that number way down, 
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but I think today it’s probably 85%, 90%, and we have 34% of the market. I think we have clear 
product superiority there. And we’re doing lots of things with regards to increasing speeds of those 
services, and obviously as we make more investments in that product with DOCSIS 3.0 and other 
services we’re increasing ARPU. 
 
People forget voice a little bit; I wouldn’t really want to forget voice. Voice is a 6% or 7% growth 
business, very high margins. We only have 17% of the market penetrated there, so if you think 
about even with wireless substitution, there’s a lot of room for growth in the voice business. And 
we’re bundling it within our service categories, and I think people dismiss it, but it’s a terrific 
business for us and we’re continuing to grow that business nicely. 
 
You mentioned business services. Business services is growing 40% plus. We have pretty small 
market share today. We have a $1.7 billion run rate business on a market that you could define as 
$25 billion or $30 billion. And right now we’re in the execution phase of the small end of the market. 
We’re still in the building block stage of the middle part of that, but we’re very excited about the 
opportunities there and we think we have again a better product and some real competitive 
advantages and some real pricing capabilities. 
 
You mentioned advertising. Advertising is up for us on our core business about 7.5% this year. 
Political has some – that’s not including political. And our advertising business is just under $2 
billion and that’s growing nicely, and we think there’s opportunities within that business particularly 
around interactivity and some of the things we’re working on. 
 
So we have a combination of products, and we’re continuing to plant seeds for new products, 
whether it’s home security or cell backhaul or other areas where we are really looking out over two, 
three, four five years and how do we invest and leverage our network in a way we can continue to 
grow the business. So all those categories are in different stages of their development, but there’s a 
level of optimism that we can execute that. 
 

Analyst, Goldman Sachs 

I guess – yes, I wanted to ask a couple questions about sort of the economic overlay, as I said, I 
mentioned in opening remarks, this sort of high-end, low-end bifurcation. I guess as we track the 
commentary that you guys made and particularly in relation to the second quarter, it was sluggish 
connect activity initially and then we made some tweaks to get volumes back and we saw progress. 
I think many investors, when they hear we made some tweaks, it’s sort of associated with 
promotional activity, discounting, and that’s what gets the volumes back. I don’t think that was the 
case for you guys, but can you step us through what you did and what works in this environment? 
 

Michael J. Angelakis, Chief Financial Officer & Exe cutive Vice President 

Yes. I want to make sure we’re clear: that’s not how we’re focused. People ask me pretty 
consistently where do we really focus, and if there’s two words, we’re very focused on profitable 
growth. So we really pushed that mantra throughout our entire organization; we’re very focused on 
customer lifetime values. So we know how our sort of bundle of service look like from a customer 
lifetime value standpoint. 
 
With regards to B1, which I think is what you were talking about, we have lost more customers in 
the B1 category than others. We are really focused on customer lifetime value, so those can be 
very profitable customers, because don’t forget about 70% of our customer base takes more than 
one product, actually takes two products, and 35% of our customer base takes all three products. 
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So we are super focused on making sure that customers that come on to our service represent 
positive customer lifetime value, and whether they are high-end customers or lower-end customers, 
we’re trying to bundle them. We’re using a variety of channels. We’re using online channels, which 
have been very good for us this year. We’ve revamped how we’re putting on customers with 
Connect Online, a whole variety of other channels, but I don’t think it’s as promotional as some 
people might think. 
 

Analyst, Goodman Sachs 

There’s also the seasonal overlay that we sort of have to think about as it relates to 2Q and 3Q. 
Steve was asked this question last week about volumes, and I think his response was, historically 
when I was involved in this business, I used to get freaked out in July and August, but then 
September I’d calm down and volumes came back, and he said he was optimistic. I’m wondering if 
you can put sort of a finer point on it. Are you seeing volumes come back the way you’d expect in 
September? 
 

Michael J. Angelakis, Chief Financial Officer & Exe cutive Vice President 

Yes, there is some seasonality in the second quarter; there’s some seasonality because you have 
snowbirds and you have college folks sort of leave and that impacts our connects and has always 
impacted our connects. So I can tell you Steve would have anxiety in the second quarter related to 
what that really looks like. And then in the third quarter, you do tend to get some of that back with 
regards to September in back-to-school and those kinds of areas. We are very focused on back-to-
school. I don’t want to give guidance, but I hope you hear from my tone, we have a level of 
confidence in our business. We think we’re continuing to execute well across all categories, and 
we’ll see where the third quarter plays out, but we feel pretty good about how the business is 
performing. 
 

Analyst, Goldman Sachs 

Great. One of the other things that comes up, and it could be a longer-term discussion – love your 
perspective on it, but this sort of concept of added territory video. And this is, it’s more a theoretical 
debate at this point than anything, but you I think, recently, the second quarter call, your comment 
was, we haven’t found a model that actually makes sense. And I guess I wanted to probe that a 
little bit more because this to me would seem to come down to success being driven by the scale 
operator with programming. And you guys would seem to be [ph] in that seat (12:36), so I’m 
wondering if you can give us a little bit more detail or color around why it wouldn’t make sense [ph] 
with the amount of footprint. (12:41) 
 

Michael J. Angelakis, Chief Financial Officer & Exe cutive Vice President 

We may be uniquely positioned with a lot of ingredients, but if you really look at our business, our 
key asset is the network we have. And if you look at our penetrations, where we have – our network 
path is a little bit more than 50 million homes. And we have 23 million video customers. We have 
34% high-speed data penetration. We have 17% voice penetration. We have low teens, 12% or so, 
on small business services. That’s the small part and really embryonic on the medium side. 
 
The best return that we can do is to increase connection to that network, whether they be voice, 
video, data or they be on the business services side. We want to leverage that network; we want to 
leverage the relationship we have with our customers. We want to be able to control the experience 
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and service that customer. So when we look at the opportunities we have and we think over the 
next 5 or 6 or 10 years where we think we can show the most profitable growth that is sustainable, 
we think it’s being able to leverage our network. We don’t necessarily believe today doing an outer 
network service on somebody else’s network and negotiating with programmers and very low 
barrier to entry is a great business proposition for us. 
 

Analyst, Goodman Sachs 

And is that decision a silo approach of we do this and no one else does and what are the sort of silo 
economics? Or is that sort of – is there additional consideration there: if we do this then everyone 
else is potentially going to do it to us and this is industry Armageddon and that’s what ruins the 
economics? 
 

Michael J. Angelakis, Chief Financial Officer & Exe cutive Vice President 

No, no. I don’t think it’s that. I think it’s we’re – you want to – a large company with a lot of folks and 
you want to point your organization to focus on where you can drive the highest ROI that has real 
sustainability to it. And I think we’ve concluded that leveraging our network where we think we have 
a lot of growth left within our territory is the highest ROI that is sustainable. So I’m not sure the 
sustainability of out of network with regards to programming costs and you really don’t differentiate 
and we’ve looked at this a number of times and continue to come back to we have terrific 
opportunities in the communities that we serve, which is over 50 million homes. 
 

Analyst, Goodman Sachs 

Maybe we can switch to broadband; that’s obviously a big opportunity. You’ve talked about it more 
in sort of penetration gains, which makes a ton of sense. I think investors are also excited about the 
ARPU opportunity. And when we look at your share versus telco, which obviously continue to take 
just dominant share, would suggest... 
 

Michael J. Angelakis, Chief Financial Officer & Exe cutive Vice President 

I wouldn’t use that word, but that’s okay. 
 

Analyst, Goodman Sachs 

Very high share. It would suggest – you’ve got room for greater pricing differential than you have 
right now. And so the question I get from investors is why not monetize that differential. 
 

Michael J. Angelakis, Chief Financial Officer & Exe cutive Vice President 

Well, I think we are monetizing it, and I think we are being very careful about the balance between 
market share and ARPU growth. We’ve invested a lot in our broadband products. With DOCSIS 
3.0, we’re putting WiFi modems in; we call them [ph] Dorys (16:11). We are increasing speeds of 
our service, and we also are increasing pricing. This year through the second half, I belief 75% of 
our high-speed database has experienced a rate adjustment with regards to their broadband 
service. But what I think is probably more important is we are taking share. Over the last eight 
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quarters, if you add up the net adds by the two large telcos, Comcast alone has outperformed the 
large two telcos in terms of share shift pretty dramatically over the last eight quarters. And we feel 
really good about that product. 
 
So we feel good that we’re able to take share from a competitive standpoint. We feel good that we 
think the market is expanding somewhat, and if you’re a believer in broadband you’ve got to believe 
it’s going to 85%, 90%. And then we’ve also over the last several years have done rate adjustments 
that commensurate with our investment in the broadband service. So we’re increasing ARPUs. 
 
So it’s a terrific business for us and there’s a real balance between the ARPU and share. And I 
think we’re growing both really nicely. I think second quarter revenues were up over 10%, and 
that’s a pretty good number on a business that is as large as that is. 
 

Analyst, Goodman Sachs 

And so with the investments you’ve made, the tiers you created and hopefully migrating customers 
up the tiers, is the expectation from here that ARPU growth improves in broadband? 
 

Michael J. Angelakis, Chief Financial Officer & Exe cutive Vice President 

Yes. About 24% of our base takes a higher-tier service, which means more speed. I think there’s a 
real hunger for more speed and we’re taking speed up again. So people who have our flagship 
service, their speeds are going up. People who have our Blast! service, their speeds are going up, 
and over time we’re continuing to monetize that I think that if you really look at our broadband 
business, we have absolutely monetized that business and we will continue to do so. 
 
It’s a really terrific business, and importantly we think we are creating a wider moat from our 
competitors by increasing speeds and doing a variety of different things that we think competitively 
we have a much stronger product. And the numbers speak for themselves in terms of share shift, 
while we’re also increasing ARPU. It’s pretty hard to do where you can increase ARPU I think as 
dramatically as we have and increase the number of customers as dramatically as we have. 
 

Analyst, Goodman Sachs 

Maybe switching gears to business services, there’s always sort of very large numbers thrown out 
about what the actual opportunity – [ph] and footprint (18:51) opportunity is. As investors look to cut 
the current capability set, and where the capabilities extend, and we’ve obviously seen a range of 
[ph] SELAC (19:05) and cloud computing deals that both you and a number of your peers are 
engaged in. Where is the current capability set? Is there sort of a certain employee size that you 
can help us think about and maybe sort of cut this down? 
 

Michael J. Angelakis, Chief Financial Officer & Exe cutive Vice President 

So this is another pretty exciting area for us. We have to recognize it’s a relatively new area for us. 
And we divide the market pretty much in three categories. We divide the market in a small 
business, and that is businesses that have less than 20 employees. These are restaurants; 
lawyers’ offices, small ones; doctors’ offices; and that business really got going about three years 
ago and has really got momentum. We’ve invested capital in that business, put in an entire new 
sales force. How we service that customer is different, and these are really important high ARPU 
customers for us. 
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The margins are accretive now, so we’re at about a $1.7 billion run rate in that segment. We look at 
that segment and say that’s between a $12 billion and $15 billion marketplace in our footprint, and 
that business top line is growing roughly 40%, 45%. And we are in what I would call the execution 
phase of that business; it’s literally feet on the street, salespeople, provisioning, and we have a 
terrific leadership that’s focused on that business, and again that’s a small side. 
 
The medium side is a bigger business that has more than 20 employees, but probably less than 
500, maybe more like less than 250, and there it’s a more complicated sales process, but we have 
hired literally 700 people in that business this year. We have invested in that business, where we 
now have facilities for Metro Ethernet in 90% of our markets. We have PRI and trunking in all of our 
markets, and we’re just starting in that business with the sales cycle, and we look at that market, 
which is our revenues are pretty darn small right now, but we look at that market as probably a $10 
billion to $15 billion marketplace in our territory as well. And we are in the beginning of the first 
inning, top of the first inning, in trying to develop that business. But the building blocks are starting 
to be in place, and we’re going to be monetizing that business more so next year, and we have a 
five-year plan for how we look at that business. 
 
Cell backhaul is probably a smaller business. It’s about a $1 billion opportunity in our market. We 
increased the number of towers we have by 60% this year. So we are deploying fibers to certain 
towers and that’s a very nice business for us. All three of these businesses have really great ROIs; 
I mean we focus very much on the ROI of these businesses. If we’re going to build fiber into an 
office park for either the small or metro there is a lot of calculations that go in what we think we can 
penetrate; we even try to pre-sell certain customers. And this is just a terrific growth opportunity for 
us that has accretive margins and the small side is free cash flow positive as well. 
 
So we really like this business and we’re going to continue to spend a lot more time pushing on that 
business. 
 

Analyst, Goldman Sachs 

So if we just aggregate those businesses, the growth in business services had pretty consistently 
been in and around 50%; it decelerated a little bit last quarter to 42%. Is this, the law of large 
numbers is finally starting to catch up with the business? Is it macro? 
 

Michael J. Angelakis, Chief Financial Officer & Exe cutive Vice President 

No. Actually, what’s interesting is we actually acquired two small companies, one called Cimco and 
one called NGT. When you look at the 50%, that includes the revenues from those two entities. 
When you look at the 42%, that’s more apples to apples, year over year, because those 
transactions closed in the first quarter of 2010. So I don’t know if we can continue 42%, 45%, 50% 
for a long period of time. But we’re going to continue to grow this business very profitably and we 
have really high expectations for where that business will go. 
 

Analyst, Goldman Sachs 

I wanted to ask just briefly on wireless. I think you and a number of your peers have talked about 
the desire to maintain optionality long-term in wireless through some sort of strategic stake. And as 
we look at where Clearwire is right now, obviously the equity has been significantly diminished. A 
this point there’s a few more questions about it. And I’m just wondering, is the long-term framework 
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still we want a strategic stake in wireless, and if so, is it time to maybe move that stake up into 
Sprint and think about your spectrum differently? 
 

Michael J. Angelakis, Chief Financial Officer & Exe cutive Vice President 

No. I think that our strategy hasn’t changed at all, and it really boils down to what we’re trying to do 
from a business perspective. The business perspective is we think we have superior products in the 
house, video, data, voice somewhat integrated, as well as now in some of these in businesses. And 
we want to be able to offer our customers mobility; we want to be – have the customers be able to 
access those services and access them anywhere, anywhere, whether it’s through a wireless 
network or whether it’s through things like WiFi. 
 
So the real goal for us has been how do we provide that mobility, and I think today we have really 
sort of a three-part strategy. We have one, we’re doing a lot with apps where we’re utilizing 
someone’s network and we are using tablets and Android and iPhones where people can access 
certain parts of their services all remotely, all through an application-type effort. 
 
We also are deploying WiFi, and in some markets we deployed WiFi in 4,000 points, in 
Philadelphia, and we’ll be doing some more of that, relatively low-cost, and we’re seeing how 
people are utilizing that service and WiFi is both inside the home as well as outside the home in 
areas that have high traffic. 
 
And then we still do have a relationship with Clearwire and with Sprint on the 4G and 3G side, and I 
think we’re always evaluating that. We have no desire to own a wireless network, we have no 
desire to write large checks, but we would like to find a way where we can offer that kind of mobility 
for our products in a strategic way that makes sense and that we can enhance value of those 
products for our customers and obviously try to get a positive ROI. So we’re always evaluating that, 
but the key strategy really hasn’t changed over the last few years. 
 

Analyst, Goodman Sachs 

I want to switch gears to margins. I’ve got a couple questions here and then we’ll open it up to 
audience questions. We’ll do that in a minute. On margins, obviously lots of moving parts here. I 
think the opportunities you have with ARPU, you’re talking about, the business services 
opportunities and those generally being accretive. It seems like a lot of this is a formula. I know you 
don’t especially manage the business for margin, but it’s been incredibly stable for the while, but it 
seems like..... 
 

Michael J. Angelakis, Chief Financial Officer & Exe cutive Vice President 

It’s been going up just a little bit. 
 

Analyst, Goodman Sachs 

But it seems like the formula here would lead to further accretion. Is that the outlook? 
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Michael J. Angelakis, Chief Financial Officer & Exe cutive Vice President 

I wouldn’t predict that, maybe just because I’m conservative and don’t want to give anybody input 
into models. You’re right, there’s a lot of factors that go into that margin, and we are more ROI 
focused than we are about the first 10 basis points of margin. We are much more focused on, is 
this a really good decision to allocate those resources and are we going to get a real positive ROI 
than what’s the impact in this quarter’s 10 basis points. That’s really how I think we’re trying to 
make sound business decisions. 
 
But when you look at the margins, there’s positives and negatives. The positives are we have better 
mix, with high-speed data we talked about, voice we’ve talked about. If you go back and look at our 
trending schedules several years ago, our voice margins were just okay; today they are terrific. If 
you talk about the small part of business services, we have accretive margins. If you talk about 
advertising, we have accretive margins. So there’s a number of positives. Efficiencies, we’re 
continuing to take out of the organization, is clearly helping with margins as well. So there’s a 
number of positives. The negatives, and I wouldn’t say they’re all negative, is one is programming 
costs are accelerating and that is clearly a negative to the video side and putting some pressure on 
video gross margins. 
 
We are spending some more on marketing to build our brand better, and we have more products 
and services, and the products tend to be more complicated now with multiplatform services. So  
how we market and brand those is important. And then we also are investing in areas that clearly 
have an impact on your margin. As I just mentioned, hiring 700 people for the medium-size 
business services and putting a lot of OpEx into that business clearly has – without commensurate 
revenue – clearly has an impact, but we are looking at that five-year business plan. 
 
So net-net there’s positives, there’s negatives, but I think that we’ll continue to have a relatively 
stable operating cash flow margin. 
 

Analyst, Goldman Sachs 

And I guess one of the things you mentioned on programming costs, retrans is one of those things 
that sits at the heart of this. I think it still surprises people to hear what we heard last week, which is 
a Comcast representative talking so favorably about retrans opportunities. You would obviously 
have a little bit more of a balanced view. Is it more of a risk or an opportunity at this point? 
 

Michael J. Angelakis, Chief Financial Officer & Exe cutive Vice President 

Listen, I think it’s the reality. I think that Steve is absolutely right that the reality of the situation, and 
we’ve known this for a number of years, is that retransmission consent compensation is going to 
flow from distributors to the networks. We’ve known that for years. And I think NBCUniversal 
ultimately will be a beneficiary of that. And Comcast on the cable side has been managing through 
that. We’ve had, as you saw last year, renewals with CBS. We have a number of things that are 
already done, but I think Steve was just voicing the reality of the situation: it clearly is a positive for 
NBC in terms of the network. 
 
On the cable side, obviously we talk about programming expenses overall; they’re a challenge. But 
I think going to back to the discussion we’ve just had, we’ve been able to manage through those 
programming agreements in a way where we’re in the mid to high single-digit rates. And our overall 
operating cash flow margins because of those positives and negatives have been relatively stable. 
So it’s clearly a challenge. Retransmission consent is an opportunity for NBC, no doubt about it. 
And we’re happy about that. 
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Analyst, Goodman Sachs 

I wanted to focus quickly on capital allocation before we open it up, and I can certainly come back. 
I’ve got a few other questions, and I wanted to make sure we hit this topic. I know it’s your favorite 
topic. These decisions obviously are annual decisions that go on sort of at the board level, but I 
wanted to talk maybe about the factors that influence the decision. Maybe first, there’s a lot of 
discussion about ratios and leverage targets, 2 to 2.5. I guess what hasn’t been part of the 
discussion, but I’m wondering if it should be, is sometimes you see companies get to a certain size 
where just the absolute level of debt becomes a little bit of a limitation, and you guys have crossed 
over the $40 billion mark. How do people think about this? 
 

Michael J. Angelakis, Chief Financial Officer & Exe cutive Vice President 

We do have $40 billion of debt. We are laser focused on how we manage our balance sheet. I think 
we’ve done a terrific job of managing the balance sheet. We are in regular contact with rating 
agencies, who I think feel very good about our capital structure. They like the idea that we have a 
target range of between 2 and 2.5 times; we think that solidifies our strong investment grade 
ratings, which is important when you have a balance sheet as large as we have. 
 
I think it’s really important that you look at how we utilize free cash flow; that may be even more 
important when we talk about return to capital. And I think what we’ve articulated is that every year 
we will have a financial strategy that we will take into effect what our yields are, whole variety of 
different metrics, including how the market is overall. And if you look at how the balance sheet is 
really managed, it managed with two pools of free cash flow. So you have the NBCUniversal pool, 
and you have the Comcast pool, which primarily the cable operations and corporate. We’re 
dedicating 100% of the NBCUniversal pool to really build capacity for equity redemption. And we 
look at that as that is the plan that is really what we are focused on is generating that free cash flow 
to ultimately buy shares from General Electric and increase our ultimate ownership within 
NBCUniversal. So that’s pretty dedicated to what that strategy is. 
 
The Comcast cable strategy has been to provide the majority of that free cash flow back to 
shareholders in the form of both dividends and buybacks. And that was our 2011 strategy and we 
will complete our share authorization by the end of this year. And we’re already starting to have 
some preliminary discussions with our board about what 2012 looks like, but how we want to look 
at a buyback for 2012 and importantly how we want to look at the dividend. 
 
So we feel really good that both entities or both balance sheets, number one, are strong balance 
sheets and managing very well in a low interest environment. We’ve been able to I think refinance 
appropriately on both sides and take advantage of some of the rates. And at the same time we’re 
generating free cash flow of which the majority is going back to shareholders in one form or 
another, whether it’s on the NBCU side ultimately or directly from the Comcast and cable side. 
 

Analyst, Goodman Sachs 

And can you talk to the level of commitment to really keeping these pools of capital separate? I 
guess one of the things that came up in particular around June was with the parks deal, which 
involved borrowing from the corp at least on a short-term basis. 
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Michael J. Angelakis, Chief Financial Officer & Exe cutive Vice President 

Right. 
 

Analyst, Goodman Sachs 

A lot of people say, well, the NBCU pool, we’re confident that stays over there, but the risk is that 
the cable pool gets somewhat distributed. But to me that seemed like a one-off situation. 
 

Michael J. Angelakis, Chief Financial Officer & Exe cutive Vice President 

Yes, I mean, there’s cleanup going on at NBCUniversal. We looked at and we can talk about theme 
parks; we thought the theme park deal was a fantastic transaction for us. And if you look at how it 
was financed, $750 million of $1 billion was financed by NBCUniversal, primarily on its own – all on 
its own balance sheet. A lot of it was some of the cash at parks as well as some of the cash at 
NBCU because parks was a separate entity. 
 
Comcast did lend $250 million over to NBCUniversal; we expect to get that back in literally a six-
month period with a market interest rate. So for us it was a short-term thing to literally make a very 
strong investment, and now we’re consolidating all the parks, which have been a terrific business 
for NBCUniversal. 
 
So going back to, I think, the core of your question is your commitment to making sure that the 
NBCU cash flow is used for buying back the equity and the Comcast cash flow or the majority of it 
is used for return on capital, I don’t see that changing and I don’t see any desire to move cash flow 
over to NBC. I don’t think we need to do that, and I think that the real goal is for us to ultimately buy 
the equity from GE, which will be in about three years. 
 

Analyst, Goodman Sachs 

Great. Do we have any questions from the audience? If you have a question just raise your hand; 
there’s a mic in front of you which you’ll need to turn on. Okay. Can you – the mic, turn it on. 
Thanks. 
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QUESTION AND ANSWER SECTION 

<Q>: You have a potential buyer of content just freed up $300 million, $400 million of their budget... 
 
<A – Michael Angelakis – Comcast Corp.>: I’m sorry; I can’t hear what you’re saying. 
 
<Q>: Netflix just freed up $300 million or $400 million of purchasing power in their budget. Would 
you guys look to take advantage of that? Or do you view sort of the Universal content or the 
television library content at NBC as something that’s a competitive advantage as you compete with 
them through your extended new product? 
 
<A – Michael Angelakis – Comcast Corp.>: If the question, I’m just not sure, if the question is are 
we doing business with Netflix, we have actually in the second quarter announced a transaction 
with Netflix. It is primarily deep library. The way the transaction works with Netflix, a significant 
amount of the revenue is actually realized in 2011, but the cash comes over the length of the 
contract. 
 
I think that we’re in – we’ll see the value of that deep library increase not just for us but for other 
folks. When we looked at it, we sort of said this is a nice transaction for NBCUniversal, and we 
should proceed with that transaction with Netflix. On the VOD side that we have at Comcast cable, 
it actually is somewhat of a different strategy, where we have much more current TV shows and 
more current movies. So we also have library, some of it from NBCU and some of it from other 
folks, but the majority of the views that we’re getting on our VOD is we have the most recent TV 
episodes and the most recent movies, and that’s where the vast amount of the views are. 
 
So it’s a little bit of an apples and orange, and we were happy to have a transaction with Netflix that 
we think makes a lot of sense for the catalog or library that NBC has on the television side and 
Universal has on the movie side. 
 
<Q>: But you don’t see an opportunity to monetize more current profit? 
 
<A – Michael Angelakis – Comcast Corp.>: I think that we are in – I think Drew said it nicely 
when he started out the conference: you have to be really careful about what the value of that 
current content is from a syndication prospective, from a cable channel prospective, from a 
broadcast prospective. So I think we are much more comfortable monetizing the more catalog 
deeper library than we’re with more current at this point. 
 
<Q>: We’ve got time for maybe two more questions. Anybody else? Maybe I’ll just wrap up with 
NBCU. Obviously this was talked about, I think, extensively last week, but I guess one of the things 
from my perspective that I’d love to get a feel for is just as investors look at the turnaround in 
particular in broadcast, what are the key metrics we should be focused on to gauge success? 
 
<A – Michael Angelakis – Comcast Corp.>: You’ve got to look at NBCUniversal, I think, in four 
different segments. It’s a complicated large business. The cable channels are clearly the heart and 
soul of that business from a financial point of view. The cable channels represent the vast majority 
of the operating cash flow, and we think it’s a terrific business and doing very well. And what people 
miss sometimes is, don’t forget, we contributed into NBCUniversal Comcast Cable Channels, E! 
Entertainment, Style, Versus, Golf and all the regional sports networks. And they’ve spent a lot of 
time integrating those channels into NBC Sports Group as well as into the Entertainment Group. 
And I think we’re seeing a lot of positive aspects of that integration just seven months into the deal. 
 
So the cable channels, you really got to look at revenue growth and ratings and advertising growth 
and the ability to monetize on distribution fees; that is a relatively straightforward analysis in terms 
of the metrics. The next one I would say is the actual network itself, which is clearly more 
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complicated and I think is a multiyear turnaround, where I think we are a growing cable networks, 
great free cash flow. The network is a bit of a turnaround; it’s going to take time. And I think that we 
are eager to move it from fourth place to third place, which we think we can do over time, and that 
represents a real financial opportunity in terms of CPMs and advertising. And then we just talked 
about retransmission consent, which we think materializes in the next few years, that will obviously 
help the network I think grow the business nicely. 
 
Theme parks we talked a little bit about, terrific business, metrics there are the number of people 
who are going to the park and the per capitas and we are very focused on those metrics and the 
management team of the parks is doing a terrific job. Orlando obviously with Harry Porter has done 
very well. I think in the second quarter results I announced that in the last 12 months, Orlando 
generated over $550 million of operating cash flow. And Hollywood is doing well too with King Kong 
and Transformer attractions coming up there shortly. So we’re pretty bullish on parks. 
 
And film is a hit-driven business. We’ve had some good ones and some bad ones, but that 
business had some issues with DVDs and we’re very focused on how we can deal with that 
business, both from a domestic, foreign box DVD side. 
 
So there’s a lot of metrics obviously, but I think Steve has assembled a terrific new management 
team. I think he said last week that he’s replaced a number of people and I think that team is gelling 
really nicely, but all this will boil down to in how are the financial results of the business over the 
next few years, and we feel pretty good about the progress that NBC’s making in seven months of 
ownership. 
 
<Q>: Great. We will leave it there, Michael. Thanks. 
 
<A – Michael Angelakis – Comcast Corp.>: Okay. Thank you. Good to see you. 
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P R E S E N T A T I O N

James Ratcliffe - Barclays Capital - Analyst

Okay, I think we will get started. Morning, everyone. I am James Ratcliffe. I am the cable, satellite, and telecom services analyst
here at Barclays Capital. Wanted to welcome you all to our, as Tim said, 11th annual Global Communications, Media and
Technology Conference.

This morning we are pleased to have with us Mike Angelakis, CFO of Comcast. Mike has been CFO of Comcast since 2007 now.
Seems like just yesterday.

Mike Angelakis - Comcast Corporation - CFO

It does. In other ways it doesn't.

James Ratcliffe - Barclays Capital - Analyst

Prior to that, he was a managing director and a member of the management committee at Providence Equity Partners. And
prior to that he had positions at State Cable TV Corporation and Aurora Telecomm, and way back when as the vice president
at Manufacturers Hanover.

Mike Angelakis - Comcast Corporation - CFO

A long time ago.

James Ratcliffe - Barclays Capital - Analyst

So, welcome.

Mike Angelakis - Comcast Corporation - CFO

Thank you. Glad to be here.

James Ratcliffe - Barclays Capital - Analyst

So, start off. I understand you have a modest sized transaction going on, so I thought we might start with that at the moment.
I know you haven't given numbers about what is the degree of revenue synergies you could see from the Comcast-NBCU
transaction.
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But can you talk to us about what sort of types of synergies, types of revenue benefits you might see?

Mike Angelakis - Comcast Corporation - CFO

Sure. If you look at NBC, when we signed the deal and obviously did our diligence way before that, it was important to us to
structure a transaction that made sense for the Company in terms of all the priorities we had. In addition, it was really important
for us to structure what we considered an attractive return on investment or IRR for the transaction, without incorporating really
any revenue synergies. We looked at that as that was upside to the transaction for our shareholders versus part of our core
thesis.

Obviously, when we were working through the transaction we were very optimistic that there were, lack of a better word,
synergies, strategic benefits, from the transaction. But I think it's important to know that we really didn't build that in as part of
our case that we wanted to explain to our shareholders. That we wanted to explain that without those synergies it was a really
attractive transaction for the Company.

Now, we signed that deal in December, and we have been spending an awful lot of time on primarily transition and planning
and integration with the Company. We have been here in New York pretty frequently and also in Los Angeles, just sort of drilling
down a bit more.

We are all, I think, quite excited about the opportunities that NBC presents in terms of the combined Comcast-NBCU. If you look
at the verticals, this company is in -- in terms of the female audience, sports audience, entertainment audience, the lifestyle
audience -- to layer on our cable channels, which is a really important element. We have a number of cable channels, whether
they are in sports with the Golf Channel or VERSUS or with our regional sports networks.

Or you layer on entertainment with E! and Style, which also is kind of a female brand into the assets of NBCU, which in the female
side have things like Auction and Bravo and other entertainment assets or female-oriented assets. We look at this and say there
are very meaningful advertising opportunities. There are very meaningful cross-platform opportunities.

We think there is really meaningful sports opportunities with NBC sports and Olympics and those kinds of areas to really grow
our content business that we are contributing, to add a lot more of, I would think, interactive-type advertising, which we know
advertisers are really seeking. And certainly to help our distribution business by differentiating it with more cross-platform
opportunities.

So we think there is a lot of what I would call singles and doubles in the transaction. There is no real Eureka moment that says
this is going to be the one thing we are going to focus on. And I think actually we are happy that is not the case.

We are happy that there's lots of things. And some we'll execute really well, and it will be easy, and they will be certainly accretive.
And others I think are going to be -- take a little bit more time and be challenging. But the opportunities are still there.

So overall we are five or six months into this process. We hope to close the transaction by the end of the year, and I think we
are as excited as we are from the first day we signed it.

James Ratcliffe - Barclays Capital - Analyst

The track record of content distribution transactions in the US is uneven at best. Why is this one different?
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Mike Angelakis - Comcast Corporation - CFO

You know, I think every company has its own culture, number one. Number two, I think there is a lot of things about focus and
planning and execution.

I am one that focuses a lot on execution, as are my colleagues. And I think that we have been in the content business with
distribution.

People forget we do own cable channels. We own a pretty large group of RSNs. We own a pretty large group of cable channels
that I think have worked in a very complementary fashion with the distribution business, where we have been able to (technical
difficulty) create a lot of value. And that value is actually currently being recognized as we contribute those assets into NBCU.

So I think we have a history of executing pretty well in transactions. And there is a huge amount of focus right now on the
planning and how we execute once we close the transaction. So I am very optimistic that this will be successful for us.

James Ratcliffe - Barclays Capital - Analyst

Great. Move on to talk about some operational issues and the actual -- on the cable side of the business, in particular. In the last
couple quarters, you have clearly been gaining share in broadband net adds. It seems to be driven primarily by your current
broadband products.

So while you have and you are currently deploying DOCSIS 3, the adds seem to be with people with more traditional cable
modem products. Is it just speed that is driving that performance? Or is there more going on there?

Mike Angelakis - Comcast Corporation - CFO

I think there is more going on. I think you have hit on a very important point, that we have really taken share. Over the last three
quarters I think we have added about just over 1 million high-speed data customers. If you look at the largest telcos, particularly
Verizon and AT&T, we have added more than the two of them combined for the last three quarters. I think they are somewhere
under 800,000.

I think that is just a testament that we have a better product. I think we have better speed. I think we have better reliability. I
think we have better bandwidth.

And people really want to have more speed and more access, and they are willing to pay for it as well. Our ARPU is certainly a
bit higher than them, and we have been able to keep a very steady ARPU with regards to our broadband.

So I think people are willing to pay for quality. Quality is things like reliability and speed. And we also have other services like
security in the mix.

I think our customers have voted appropriately, and we're taking pretty good share from our competitors in that business.

James Ratcliffe - Barclays Capital - Analyst

Do you have thoughts on usage-based pricing? Seemed a big issue last year; less attention this year?
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Mike Angelakis - Comcast Corporation - CFO

We are relatively happy with the model we have right now. It is a terrific business. We have a very large cap that we have put
in, in terms of usage. Very few people -- less than 1% of the base -- is actually hitting that cap.

Our customer satisfaction on the broadband service is I think very high. So right now the model works for us.

We will see, and we will monitor. We may experiment here or there. I don't think there is anything in our plan to change our
pricing model to usage-based billing in the short term.

I know some companies had experimented with that. And our view is right now we're pretty satisfied with what the model is.

We are differentiating our product to sort of an economy performance and sort of higher-priced premium service. And more
people are taking the premium service than the economy one, which in this economy is surprising, that you have 2.5 to 1 people
taking the premium side.

So I think it is something to always think about and explore, but I don't see it on our roadmap in the near future.

James Ratcliffe - Barclays Capital - Analyst

You are in the process of rolling out All-Digital across your footprint, market by market. Once that is done you should have a
tremendous amount of unused spectrum on your system. I know Cablevision has commented that half of their spectrum is
unused.

Do you have plans for what you are going to make use of that spectrum, or is that still TBD?

Mike Angelakis - Comcast Corporation - CFO

No, no, we have actually used -- we are actually about 43% complete with our footprint going All-Digital, and about 70% of our
systems are what I would say in motion. Because it is kind of a node-by-node conversion, and we have 145,000 nodes. So it
clearly is a process that takes time to get through.

But once you're on the other side of it -- and we do have markets that have fully completed going All-Digital -- a whole bunch
of things happen that are really positive. We launch more digital services.

Obviously customers now have digital-quality picture versus an analog picture, which I would bet this audience does not see
many analog pictures anymore. Most of this audience probably has digital pictures in their home.

If you were to go back and look at an analog signal, I think you would go, wow. And then you go to a digital and you go, wow,
that is even better. And then you go to high-def and that is even better. So the quality of the service actually improves with
more digital channels, All-Digital.

We provide one primary converter box into a person's home so they get access to VOD, they get access to electronic program
guide. And then we add a lot more high-def channels to the mix. We add a lot more foreign-language channels to the mix. And
it really does reposition our video product.

At the same time, that we are going All-Digital in these markets we are also deploying DOCSIS 3.0, which is a higher broadband
we call wideband, which is a higher-speed service. We are about 80% of the way through that project.

4

THOMSON REUTERS STREETEVENTS | www.streetevents.com | Contact Us

©2010 Thomson Reuters. All rights reserved. Republication or redistribution of Thomson Reuters content, including by
framing or similar means, is prohibited without the prior written consent of Thomson Reuters. 'Thomson Reuters' and the
Thomson Reuters logo are registered trademarks of Thomson Reuters and its affiliated companies.

F I N A L  T R A N S C R I P T

May. 26. 2010 / 12:30PM, CMCSA - Comcast Corporation at Barclays Capital Communications, Media and Technology Conference

http://www.streetevents.com
http://www010.streetevents.com/contact.asp


So those two projects alone -- also we have added when we go All-Digital a lot more VOD. If anybody lives in our markets, I
think we have a real differentiated VOD service called Project Infinity which we started about two and a half years ago. We have
about 25,000 titles of which 6,000 are high-def.

So we have really transformed, I think, the video product when we go All-Digital, and right next to it is a transformed higher-speed
broadband product.

James Ratcliffe - Barclays Capital - Analyst

Are you seeing cost savings? [This was obviously] mentioned on the last call. Can you talk a little more about that?

Mike Angelakis - Comcast Corporation - CFO

Yes, I mean cost savings related to All-Digital really fall into a couple buckets. One is we are able to do what we call soft connects
or disconnects. You don't necessarily need to roll a truck every single time to do a disconnect or a connect because you can
now actually do it remotely electronically. That saves a meaningful number of truck rolls, which obviously has implications for
our cost base.

In addition, it is able to diagnose service a little better. When you have a set-top box in the home, we can remotely access those
set-top boxes and actually diagnose things a little bit better.

So we are seeing costs come down a little bit when we will be encrypting. We have started to encrypt. That helps on theft of
service, which is not really an expense element but a revenue element.

So we look at the ROI of the All-Digital project as a pretty good investment for us. Put aside all the strategic or product benefits
that I talked about, just a pure P&L impact is pretty positive for the Company. And at the end result you get a very good
differentiated product.

James Ratcliffe - Barclays Capital - Analyst

On the video side, programming costs have clearly been a key concern, although growth does seem to be slowing done a little
in those. How do we think about content costs going forward for video for you versus ARPU growth, and those trends?

Mike Angelakis - Comcast Corporation - CFO

You know, I am pausing because programming costs are a challenge. Last year they went up about 9%.

Sports is a meaningful element of that. We have invested in sports for both defensive and offensive purposes in terms of the
regional sports networks.

But it is absolutely a challenge, and I think it does put some compression on our video margins. We are working really hard this
year. Our first-quarter programming costs went up about 5%.

That is not going to be the number for the whole year; it will be higher than that. It will be lower than last year, but higher than
the first quarter.

I think we are working really hard with programmers, trying to moderate those costs. But it is a constant battle.
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The second part of your question with regards to ARPU, we really do look at ARPU on a total basis because about 1 out of 3 --
about 30% of our customer base takes all three products. So you really have to look at ARPU on a blended basis, and that has
been pretty healthy.

We are growing on broadband. We are growing on voice product. And obviously, we're trying to stem some losses due to
competition on our video side. I think we are getting better at that.

But, I am the first one to raise my hand in saying programming costs are a challenge and we are trying awfully hard to moderate
that.

James Ratcliffe - Barclays Capital - Analyst

Talk a little bit about online video in particular. Can you talk about where you are with the Fancast now moving over to the
XFINITY brand name on that? Is there something you consider more defensive or more of an offensive tool?

Mike Angelakis - Comcast Corporation - CFO

I think that when we think about -- we started with NBCU. We talked about All-Digital and wideband. This is all about, how do
we provide a better service to our customers? How do we provide better choice, better options, however they want to utilize
our services?

I think XFINITY online is a really good example of someone who wishes, who is a subscriber of Comcast and wishes to utilize
their PC to watch video programming, they should have that option. We are paying the programmers for customers to utilize
and watch that service. If somebody has a choice that they would rather watch it on a PC for some reason than on the TV, we
want to make sure that we are extending that capability.

So I look at our ability to launch this service, which has about 20,000 titles and growing -- it's still early. It is only I think five
months old in terms of its launch.

People are utilizing it. We're dealing with some things around authentication and security to make easier for people to use.

But we really look at it as an extension of our video product and, by the way, an extension of our broadband product. If you
want to watch a certain TV show in high-def on your laptop or on your PC, I think it is really good that you have a wideband
product from Comcast.

James Ratcliffe - Barclays Capital - Analyst

Mentioning XFINITY, you put quite a bit of effort into rebranding as XFINITY it sounds like as you're going All-Digital in these
markets, as part of that. What are you seeing is the customer response to that?

Mike Angelakis - Comcast Corporation - CFO

The customer response has been positive. About 65% of our customer base is aware of the XFINITY brand. A much higher
number, in the 90%s is aware that brand is related to Comcast, is part of Comcast.

And as I said earlier with the All-Digital, where we have really put in I think a better core product -- more services, a better
high-def product, more VOD. We put on Customer Guarantee. We put on wideband. We put on a whole variety of products.
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That is repositioning the customer experience. And I think our view -- and I am not a marketing person, but I supported the
view -- that we are spending a lot of capital, a lot of time actually repositioning the product technically and we should rebrand
it. And I think it's been received pretty positively in the markets where it's been launched.

James Ratcliffe - Barclays Capital - Analyst

You mentioned on the 1Q call the [cost savings around] Challenge 2010.

Mike Angelakis - Comcast Corporation - CFO

I am waiting for Challenge 2011. That is coming soon, too.

James Ratcliffe - Barclays Capital - Analyst

You have got a few more months before you get to [cancel] out of that. Now that we are nearly five months through 2010, can
you talk about really what the Challenge 2010 project is, and where, and any degree of how much we should see that falling
to the bottom line?

Mike Angelakis - Comcast Corporation - CFO

Yes. I want to be very clear about Challenge 2010 because I think there has been some miscommunication and interpretation
of what I think it is.

Some people have viewed it as just a cost-cutting exercise. Take out headcount and consolidate call centers and you have X
number of costs come out of the business.

That's actually not what it's about. What it is about is standardizing our operations. It is about creating more efficiency with the
operations to actually make the customer experience a better experience.

So by us standardizing or deploying technology across all of our systems, not just a few, and really gaining some efficiencies,
the end result is we have been able to take some costs out of the business. We have consolidated warehouses. We have deployed
a different inventory management system. We have consolidated some call centers.

But that is, in our view, by consolidating some call centers, we have upgraded the professionalism and technology within those
call centers to make the customer experience actually a better experience. We have upgraded all of our NOCs -- we call them
XOCs -- with all the same type of procedures and software.

So that whether a customer is in X location or Y location we can actually monitor certain modems. And that is a standardization
effort that is going on throughout the Company.

What falls out of that I think is clearly a better customer experience, better reliability and stability of the product. We monitor
all the nodes with node health and those kinds of elements. And costs do ultimately come out.

You asked, does all of that, those cost savings, actually drop to the bottom line? Ultimately they do, but we are also investing
in our business. We think there's really some terrific areas that we want to invest in, in the business, for further growth.

Obvious one is Business Services. I think we are an investor in Business Services.
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So we're taking some of those dollars that we are saving through Challenge 2010 and reinvesting them in things like midmarket
business services, cell backhaul efforts. We are doing it frankly in All-Digital and wideband deployment.

And I think our margin will remain relatively stable. We have pretty strong margins. People ask me, is it going to move up or
down? I think it is going to remain actually relatively stable, and frankly it has been stable for about five years now.

James Ratcliffe - Barclays Capital - Analyst

You mentioned SMB. You have done a couple very small acquisitions in the SMB space, Cimco and NGT. Going forward --

Mike Angelakis - Comcast Corporation - CFO

That's not small. It's $125 million. It's not that small.

James Ratcliffe - Barclays Capital - Analyst

Comparatively small.

Mike Angelakis - Comcast Corporation - CFO

Okay. But I don't look at that as small.

James Ratcliffe - Barclays Capital - Analyst

Well, comparatively small.

Mike Angelakis - Comcast Corporation - CFO

(multiple speakers) the same rigor of anything else in our organization.

James Ratcliffe - Barclays Capital - Analyst

Fair enough. But more probably going forward, how much of a role do you see M&A playing in your growth in SMB versus
organic growth?

Mike Angelakis - Comcast Corporation - CFO

Different question. I really don't see us being -- using our SMB business as a consolidation effort for M&A. Every banker in the
country comes into Philadelphia and wants to sell us a CLEC, and it's ridiculous. We have no interest in really being aggressive
on the acquisition side with related to CLECs.

I think the way we built the small part of the SMB business, where we have now roughly $1 billion of revenue, really nice margins,
free cash flow, we're investing in it -- all organic. As we move into the medium-sized business, the two acquisitions you are
talking about, a Cimco and an NGT, those two transactions I think accelerate our efforts into the medium-sized part of SMB. But
I would say all the building blocks and most of our focus is really on organically how do we build that business.
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You've got issues with legacy systems, you've got issues with integration and going from off-net to on-net with all, what I would
say, different CLECs. Our view is those were unique circumstances within markets that -- particularly Cimco was in the Chicago
market, 95% of its business is in our footprint, and offers some technical expertise that was unique to us that allows us to
accelerate in that area.

So I think bankers can stay in New York because we are not really going to spend too much time on that.

James Ratcliffe - Barclays Capital - Analyst

I'm sure that someone will be sad to hear that.

Mike Angelakis - Comcast Corporation - CFO

Life is tough.

James Ratcliffe - Barclays Capital - Analyst

Looking at wireless, I mean you have got High-Speed 2go product that you are deploying as the underlying network gets
deployed. You've got some WiFi efforts it sounds like. You've now got an app for the iPhone, remote DVR scheduling.

How do you mold it together? And how much going forward do you feel you need to have a level of control over the wireless
network?

Mike Angelakis - Comcast Corporation - CFO

Let's be clear. Our core network is our really high-bandwidth network that we have today, that we are riding multiple services
over. Voice, video, data, commercial service, VOD, a whole variety of things over. That is our core network.

And our core products are pretty obvious. They're voice, video, data in the consumer side and in the business side.

Going back to -- when we talked about XFINITY online, we look at wireless as an extension of those services again. We don't
need to own the network. We don't actually want to operate the network.

We look at it as -- how we can we provide our customers with the ability to add portability or mobility to the core services they
are buying from us today?

So if someone believes -- and I think a lot of customers are voting that way with their purchasing power -- that we have the best
broadband product, we want to be able to offer those customers the best experience with mobile broadband outside the home.

With High-Speed 2go, Clearwire has clearly a lot of spectrum, a real spectrum and speed advantage over any other player today.
So we look at High-Speed 2go -- and if you listen to the product, the name of the product -- it is an extension of our high-speed
service.

Ultimately when people are online on High-Speed 2go, I think they will be able to watch XFINITY TV or Fancast. Maybe someday
they will hook into their DVR or access our video-on-demand component, which actually is a lot like the XFINITY side. And
ultimately we think there could be a voice effort there as well.
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So our core focus for High-Speed 2go is to offer an extension to our core service that are customers are paying us a reasonable
amount of money for. Great value, but a lot of money.

On WiFi, we think that is -- and we are testing it -- but we think that is a nice complementary service. We're not spending a lot
of energy on it.

It is really -- how can we create some hotspots where there is real traffic of our customers? And again adding some extension
and mobility to that.

And the apps are the apps. The apps are allowing people to control certain services like remote DVR. I don't know if you saw at
NCTA a few weeks ago, but Brian was exhibiting an app on the iPad which can be used on an iPhone or iTouch or BlackBerry or
Android, which allows again applications just to be used to enhance our core services.

So we look at all the things that we are focused on as we have three great, terrific services; almost 1 out of 3, 1 out of 4 of our
customers take all three of them. How do we enhance those services, whether it is adding mobility or applications across those
platforms?

And I think wireless fits in there and clearly online fits in there. And applications do as well.

James Ratcliffe - Barclays Capital - Analyst

We have to talk about regulatory, as if you're not spending enough time in DC as it is.

Mike Angelakis - Comcast Corporation - CFO

Yes.

James Ratcliffe - Barclays Capital - Analyst

So how do you see the proposal a couple weeks ago from Chairman Genachowski to reclassify broadband as a Title II service?
Certainly it attracted a lot of attention.

What sort of impact do you think that is likely to have on Comcast near or medium term, and for that matter consumer broadband
as a whole?

Mike Angelakis - Comcast Corporation - CFO

No doubt we were disappointed with the Chairman's decision to move to a Title II Lite. We are actually supportive of his
broadband plan and some of the principles within that. We are supportive of an open Internet.

But we think he could have accomplished all of these goals within the Title I framework. So there is no sugar-coating I think our
level of disappointment and belief that he could have accomplished all of his goals -- which by the way are relatively mutual; I
think we have a lot of mutual goals there --within the Title I framework.

Now, to be fair, he has been very constructive, and I think we will take him at his word that he really is focused on other elements
of Title II and will forbear on particularly two troubling areas, which is on rate regulation and on bundling. I think that those
were two difficult ones that we wanted to make sure were excluded.
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And he has been very vocal. He spoke to the analyst world; he spoke to the investor world; he spoke to the technology world.
I give him real credit for reaching out to a lot of folks to try to calm fears that it's going to have an impact on our business, when
really his goal is to accomplish the open principles of the broadband plan which I think we endorse.

So it's been a constructive dialogue. Obviously there was a press report yesterday regarding Congress which we anticipate is a
positive development as well. And we are optimistic that we will work through this and particularly those two areas that he has
agreed to forbear on.

I don't really see -- we're not changing our business practices at all. I think we're pretty optimistic as we were before. It definitely
is a speed bump, but I think we are going to get over it.

James Ratcliffe - Barclays Capital - Analyst

Looking at capital structure, how should we think about your preferences for buybacks versus dividends going forward?
Particularly given there is clear uncertainty about where we are going to see dividend tax rates going next year and the like.

Mike Angelakis - Comcast Corporation - CFO

Speaking of disappointment and taxes, we don't know where that will all actually come out. Right now the way we are returning
capital is almost a 50-50 split between dividends and buybacks.

Our dividend is somewhere around $1.1 billion, $1.2 billion a year, about $1.1 billion. And our buyback is roughly $1.2 billion;
we have been doing $300 million a quarter on a pretty regular basis now. So we have split the two pretty evenly.

Frankly if the tax rules do change on the dividend side I think we will probably not reevaluate the dividend but as we figure out
and talk to a lot of our shareholders -- which we did when we put this plan in place -- of what their preference is. And whether
we slow down growth on the dividend and put more in the buyback, I think that is something that would be determined.

Our hope is that the government doesn't change that provision and things stay the way they are. Our view is we have been
returning about 50% of our free cash flow in those two forms, evenly split between dividend and a buyback.

Could the tax law change or our views and really change our shareholders' views? That is a discussion we will have when it
happens.

James Ratcliffe - Barclays Capital - Analyst

CapEx in cable have been a favorite topic for years. We are finally actually starting to see it come down, percentage of revenue
and absolute terms. It sounds like 1Q you're about the 10% level. Clearly a portion of that was timing.

But going forward, should we expect percentages of the revenue to continue to decline? Or are there enough attractive high
ROI projects out there where you are going to say there are still a lot of things worth investing money in?

Mike Angelakis - Comcast Corporation - CFO

You know, it is a first-class problem to be honest with you, because I believe the trends will come down; and I think we also will
have opportunities to invest in high returning businesses. So I think actually we'll capture both.
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If you look at this year and last year, the trend of intensity has come down. We are not cutting CapEx. We're doing -- we just
spent a lot of time talking about All-Digital, spent a lot of time talking about wideband, a lot of CapEx, of cell backhaul,
medium-sized business, small business. We talk about applications in wireless, which we have formed cable labs.

So we are being, I think, aggressive in investing in high ROI businesses today. And still the intensity of our CapEx is coming
down.

So you are right. In the first quarter I think it was unusually low. And the reason for that was -- and the fourth quarter was
unusually high because of the tax benefits when gets in 2009 related to the economic stimulus bill that aren't available in 2010,
at least not yet.

So back in the fourth quarter, we did not see that the government was going to extend the economic stimulus benefits related
to bonus depreciation. So we actually accelerated some of our CapEx in the fourth quarter, and if you look at it you'll see a spike.
That obviously put some pressure off on the first quarter.

That all being said, I think we will continue to invest in high ROI opportunities within our Company this year. And I think that
the trend, both in terms of absolute dollars and intensity or percentage of revenue is going to come down this year.

So I think we -- I give a lot of credit to our cable team, who was really focused on how we're managing CapEx and making sure
that we're being really efficient. We're getting great pricing on particularly CPE which is a large component of that. We are really
focused on high versus low ROI businesses.

And we're investing for the future in things like applications and wideband and we are certainly -- I want to make sure we are
being, I think, pretty offensive in how we're looking at some of those areas.

James Ratcliffe - Barclays Capital - Analyst

We have talked about M&A in content. We have talked about M&A in small-medium business.

I know you're a little tied up with transactions at the moment. But how do you think about Comcast's existing footprint, whether
it makes sense to expand that, and if there are assets out there on an ongoing basis that are interesting to you?

Mike Angelakis - Comcast Corporation - CFO

You mean on the distribution?

James Ratcliffe - Barclays Capital - Analyst

Yes.

Mike Angelakis - Comcast Corporation - CFO

You know, it's a very interesting question. I think it is a matter of price and financial returns.

I think we already have scale. I think it is hard to make an argument that something is strategic. We are aware -- where we are
trading today, you have to have a pretty compelling case not to just buy more stock with this, with the dollars that you would
allocate to an acquisition.
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So I think it is a very sort of deal specific. I think that it has to meet financial hurdles that would be pretty attractive. And where
we are trading today I think those hurdles are pretty high.

So you don't hear me being really bullish on buying a lot more cable at prices that I think people would like to sell at.

James Ratcliffe - Barclays Capital - Analyst

For example, some of your former private equity colleagues.

Mike Angelakis - Comcast Corporation - CFO

They don't visit me in Philadelphia anymore.

James Ratcliffe - Barclays Capital - Analyst

I am sure you feel wounded. So to wrap up and then we'll go to Q&A from the audience, what makes you most excited about
the business, and what keeps you up at night?

Mike Angelakis - Comcast Corporation - CFO

You know, we started off actually that -- I have been now at the Company for three years, and it has definitely been a very
interesting three years. But I think where we are compared to where we have been over the last three years -- from a focus on
product development; from a focus on customer service; from a balance sheet perspective in terms of our strength; from our
growth profile of the business in terms of whether it is SME or whether it's our core broadband or even voice. Which no one
talks very much about, but it is the third largest phone company; it is growing very nicely with terrific margins. Whether it is
how we are competing better against both satellite and telco -- I feel pretty excited about what I would consider the core
business.

Also I feel pretty -- I'm very comfortable with how we're managing our balance sheet and how we are returning capital to
shareholders. You layer on the NBC opportunity and how we will integrate our cable, our programming assets over there and
the opportunities that we talked about earlier, and I am pretty excited about that as well.

So I think that we are playing offense. I think there is a real excitement in the organization that we're -- the recession hopefully
is subsiding a little bit; advertising is coming down; hopefully there is no double dip.

But things like when advertising comes back across local, regional, national; when delinquencies are at a three-year low for us;
and you are growing your sub base a bit better than you were before -- all that feels real positive. So when I look at the totality
of the business I am reasonably optimistic. And I am not a very excitable person, but I am optimistic.

What keeps me up at night? Everything sort of keeps me up at night. But I think that we have got a terrific team who is focused
on execution. I think we have got a great strategy of how we want to see the business develop on all levels, whether it is on
product or customer service.

And I think it is really down to execution, which I think is where it should be. So how we execute, how quickly we execute, how
quickly we innovate -- I think those are all things that sort of keep you up at night.
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James Ratcliffe - Barclays Capital - Analyst

We have time to take a few from the audience. I think we have microphones floating around.

Q U E S T I O N S  A N D  A N S W E R S

Unidentified Audience Member

Hi. Thank you. When you look at your current ARPU per user or household, and you look at the products that you have rolling
out or coming now, what is the opportunity to grow that ARPU from where you are to someone who has taken all your products?

My second question is, with the regulatory regime looking to be more difficult, how do you think that will affect your CapEx
going forward?

Mike Angelakis - Comcast Corporation - CFO

Let's take the second question first. If the regulatory aspect becomes, I would say, distressed it is clearly going to impact our
appetite to invest.

Wideband is a really good example of that. I think we have more homes passed that have the ability to get 50 megabits in this
country than all the telcos and all the other cable companies combined. That is a meaningful investment we have made, a
meaningful strategic decision we have made.

I think if the regulatory climate changes, our appetite to do those kind of things more could be negatively impacted. We will
see how that plays out. Now I am optimistic that is not the case, but we will see.

On growing ARPU, I think we have done a really nice job of growing ARPU. I think we grew at about 6% recently. That is going
to be a combination of a couple things.

One is we are doing rate adjustments both on video and on broadband depending on where you are and what your level of
service is. So those certainly do help in terms of growing ARPU.

But I think more importantly, as I mentioned, we have about 30% of our customer base that takes all three products. And that
number has been growing each and every quarter. Our goal is to have more customers take all three products and benefit from
all the things we're talking about of extension of our services.

So as we have more customers taking more products from us -- whether they are high-def DVRs or whether they are broadband
or voice or wireless 2go -- we think we can continue to grow that ARPU.

Unidentified Audience Member

Do you have an estimate on what the potential ARPU growth is for an individual? I mean, if they are at $100 and take all your
products, could they go to $130, $150? What is the (multiple speakers)?

Mike Angelakis - Comcast Corporation - CFO

We're at about $122 I think right now, in terms of what our average ARPU for a video customer is. We look at it both ways, on
an average ARPU for a video customer as well as home passed, and both of those are growing.
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A real opportunity for us as well, is to obviously take share back from either the satellite folks or from the telco folks, and that
would help our ARPU. So we have not given estimates of what ARPU looks like; but we certainly want to continue to grow it.

James Ratcliffe - Barclays Capital - Analyst

All right, I think we will wrap it up there. There is a breakout in room 402.

Mike Angelakis - Comcast Corporation - CFO

Great. Thank you very much.
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AT&T and DIRECTV Sign Three-Year Extension Agreement to Deliver AT&T | DIRECTV 
Service to AT&T Customers

Millions of Customers Continue to Have Access to a Compelling and Exclusive AT&T | DIRECTV Quad-Play Bundle 
Option 

EL SEGUNDO, Calif.--(BUSINESS WIRE)-- DIRECTV and AT&T* signed a three-year extension to their commercial agreement 
and will continue to offer a co-branded version of DIRECTV's satellite television service across the 22 states where AT&T offers 
residential broadband and voice service. This agreement, which has been extended through March 2015, will enable both 
companies to provide millions of customers with access to an exclusive quadruple-play bundle of AT&T | DIRECTV service and 
AT&T broadband, home phone and wireless voice services, as well as bundled discounts when AT&T | DIRECTV service is 
combined with qualifying AT&T services. 

Through a separate agreement, DIRECTV also sells AT&T broadband services, including AT&T U-verse High Speed Internet, 
through its sales distribution channels and to existing DIRECTV customers. 

"Over the past three years DIRECTV and AT&T worked together to deliver a compelling bundled service at a great value," said 
Paul Guyardo, executive vice president and CMO for DIRECTV. "With this new agreement, we have a lot in the works to expand 
our partnership." 

"We want all of our customers to have the option to receive a complete, integrated bundle of services from us, including TV," 
said Jeff Weber, vice president of video services, AT&T Mobility and Consumer Markets. "AT&T | DIRECTV service allows us to 
offer customers the best entertainment and communication services in areas where U-verse is not available, including 
compelling features that enhance their entertainment experience." 

AT&T | DIRECTV service customers have access to a variety of DIRECTV programming and services, including: 

● Access to more than 170 full-time High Definition (HD) channels. 

● Exclusive sports programming packages, including NFL SUNDAY TICKET™. 

● DIRECTV Whole-Home DVR service, where customers can watch shows in one room and finish watching in any other 
room, in up to 15 rooms, all in HD with one HD DVR. 

● Up to 400 of the newest movie releases, some available months before Netflix® and Redbox®—all in 1080p HD, the 

same format as Blu-ray™. Plus instant access to up to 7,000 VOD shows and movies at no extra charge.  

● Superior television service that has received higher customer satisfaction than the leading cable companies for eleven 
years running according to the 2011 American Customer Satisfaction Index. 

*AT&T products and services are provided or offered by subsidiaries and affiliates of AT&T Inc. under the AT&T brand and not 
by AT&T Inc. 

About DIRECTV: 

DIRECTV (NASDAQ: DTV) is one of the world's leading providers of digital television entertainment services delivering a 
premium video experience through state-of-the-art technology, unmatched programming and industry leading customer service 
to more than 30 million customers in the U.S. and Latin America. In the U.S., DIRECTV offers its 19.4 million customers access 
to more than 170 HD channels and Dolby-Digital® 5.1 theater-quality sound, access to exclusive sports programming such as 
NFL SUNDAY TICKET™, Emmy-award winning technology and higher customer satisfaction than the leading cable companies 
for ten years running. DIRECTV Latin America, through its subsidiaries and affiliated companies in Brazil, Mexico, Argentina, 
Venezuela, Colombia, and other Latin American countries, leads the pay-TV category in technology, programming and service, 
delivering an unrivaled digital television experience to more than 10.6 million customers. DIRECTV sports and entertainment 
properties include three Regional Sports Networks (Northwest, Rocky Mountain and Pittsburgh) as well as a 60 percent interest 
in Game Show Network. For the most up-to-date information on DIRECTV, please visit www.directv.com.  
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About AT&T 

AT&T Inc. (NYSE:T) is a premier communications holding company and one of the most honored companies in the world. Its 
subsidiaries and affiliates — AT&T operating companies — are the providers of AT&T services in the United States and around 
the world. With a powerful array of network resources that includes the nation's fastest mobile broadband network, AT&T is a 
leading provider of wireless, Wi-Fi, high speed Internet, voice and cloud-based services. A leader in mobile broadband and 
emerging 4G capabilities, AT&T also offers the best wireless coverage worldwide of any U.S. carrier, offering the most wireless 
phones that work in the most countries. It also offers advanced TV services under the AT&T U-verse® and AT&T │DIRECTV 
brands. The company's suite of IP-based business communications services is one of the most advanced in the world. In 
domestic markets, AT&T Advertising Solutions and AT&T Interactive are known for their leadership in local search and 
advertising. 

Additional information about AT&T Inc. and the products and services provided by AT&T subsidiaries and affiliates is available 
at http://www.att.com. This AT&T news release and other announcements are available at http://www.att.com/newsroom and as 
part of an RSS feed at www.att.com/rss. Or follow our news on Twitter at @ATT.  

© 2011 AT&T Intellectual Property. All rights reserved. Mobile broadband not available in all areas. AT&T, the AT&T logo and 
all other marks contained herein are trademarks of AT&T Intellectual Property and/or AT&T affiliated companies. All other 
marks contained herein are the property of their respective owners. 

AT&T
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MANAGEMENT DISCUSSION SECTION 

Analyst, Goldman Sachs 

Okay, we’re about ready to start the 11 o’ clock session. We’re really pleased to have Comcast 
joining us today, it’s Michael Angelakis, who is the Chief Financial Officer of Comcast. He joined 
Comcast in 2007. Before that most recently he was a Managing Director at Providence Equity 
Partners from 1999 to 2007. So, Michael welcome to Communacopia. 
 

Michael J. Angelakis, Chief Financial Officer 

Thank you. 
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QUESTION AND ANSWER SECTION 

<Q>: Maybe, we’ll startup with how we’ve been setting a lot of these discussions up, which is just 
wrapping some macro context around, what pattern through the cycle and then we’ll get into 
potentially what happens coming out of the cycle, but if you can sort of set us up with what you 
think sort of broadly the impact has been on sub-growth in ARPU? 
 
<A – Michael Angelakis>: Yeah, if you actually go back and you think about the economy right 
now, and actually I think there is optimism. Clearly, unemployment is challenged, housing is 
challenged, local advertising continues to have some issues, although, we’re cautiously optimistic. 
 
But I think if you go back to the early part of 2007 and you look at our company and if you look at 
some of the metrics and actually if you painted a scenario, that said, we were going to go into one 
of the deepest recession since the great depression. We were going to have two large competitors 
overbuild us to roughly 30%. How would we have performed, and since that time, we’ve lost about 
a million video customers. We really don’t like it, but that’s been an impact related to clearly the 
economy and certainly additional competition. 
 
It actually put on though, about eight million voice and data customers, so net-net we’re up about 
seven million customers since the beginning of 2007. We’ve also grown revenue, cash flow, free 
cash flow considerably, EPS, we’ve also had an impact on advertising, which has been negative. 
So I feel pretty good that we have navigated this cycle in a pretty positive way and if that scenario 
has played out, I look at execution and say execution has been pretty good during a really difficult 
cycle. 
 
<Q>: And if you think about the ARPU component through this cycle, obviously there is sort of 
dueling headwinds here, competitive and cyclical, how would you sort of disaggregate the two? 
 
<A – Michael Angelakis>: Well, I think the way one out of four of our customers take off three 
products. You have to think about it that way. And we really look at total ARPU and we’ve grown 
ARPU considerably, we’ve grown it 7% year-to-date. If you take out advertising, which is not done 
as well as we had hoped, we’ve grown about 9%, I think is the number. So we are super-focused 
on ARPU. It’s a really important element and there is a natural balance between what our financial 
results and what our customer growth and that balance we are obviously trying to manage very, 
very – in a granular way. 
 
<Q>: As we start to think about the other side, I mean certainly at this conference, the media side 
at least has been bullish and started to talk about inflections and trends, wondering as you start to 
think about the cyclical uptick, it’s – maybe if we can sort of attack both segments on the volume 
side and the pricing side, what do you think, what sort of pickup should we expect? 
 
<A – Michael Angelakis>: Well, I think in the rebound, part of a big correlation for us is housing 
growth. So if housing formation comes back, we undertake ample share of that. Secondly, if the 
consumer gets healthy, I think we’re going to see growth in ARPU related to more services and 
also I think that our advertising will do better. We have lost roughly one to two percentage points of 
cash flow related just to advertising. So I think we are positioned, both internally with regards to 
how we’ve taken cost out of the business, but also externally with our products that when the 
market comes back, whether it’s housing growth or consumer confidence or advertising, I think 
we’re pretty well positioned. 
 
<Q>: I think the latest data points out of the company, you certainly said this on the second quarter 
call and then sort of reiterated more recently, the – talking about sort of trend rates exiting the 
second quarter positioning people for 3Q and sort of giving a message that 3Q looks more like 1Q, 
in particular I think on the broadband side. I’m wondering, I guess couple of questions attached to 
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that a) is that still the view, but b) I think more importantly, is it far enough into the quarter to sort of 
make that claim, I think Time Warner Cable actually was saying that September is the big month 
within the quarter, so that’s where the inflections really occur, it’s too early to call. Maybe just some 
comments on that and then I’ll be sort of have a couple follow ups? 
 
<A – Michael Angelakis>: Yeah. First of all, I think quarter-to-quarter is a terrible measurement 
period. I think we look at the company and manage the enterprise on an annual basis and certainly 
longer than that in terms of how we create value. In the second quarter, I think we had an 
aberration with particularly high-speed data. I think we of course corrected that and I think we feel 
very good about how our net adds are performing with regards to the third quarter. 
 
So I just go back to the comment I made earlier, we are in a very granular fashion managing unit 
growth and financial metrics and I think they sometimes will swing quarter-to-quarter depending on 
we’re in the back-to-school season now, depending on seasonality, depending on a whole number 
of factors. But I think that the third quarter from the unit perspective is shaping up just fine. 
 
<Q>: And those comments have been mostly attached to the HSD numbers, I’m wondering are we 
to assume that there is sort of pull through attached to that voice and video? 
 
<A – Michael Angelakis>: I don’t want to say too much, but I feel pretty comfortable. I mean we 
are in almost the middle of September that our performance on the unit side, we’re pretty pleased 
with so far. We’ve got two or three more release left. 
 
<Q>: Yeah, great. Obviously, another big topic recently given the news flows ownership limitation, 
wondering if you can step us through the recent removal of the ownership caps, and whether it 
really has a meaningful impact to your outlook for consolidation. 
 
<A – Michael Angelakis>: I really don’t think it has any meaningful impact. It is a really nice win. 
We thought the law was from a regulatory perspective inappropriate and unfair. We’re delighted 
we’ve won. We really don’t see a major impact. And that clearly begs a question with regards to 
further consolidation in the cable industry. From our standpoint, we believe we have a lot of scale. 
So any kind of cable acquisition is going to be far more analytical from a financial perspective in 
terms it has to be compelling financially, so I don’t see the rule change having much of an impact at 
all. 
 
<Q>: And in terms of making a compelling financially, IRR is it – what type of synergies they are 
attached and when you look at sort of the cost elements with a lot of people focusing on 
programming, how would you think about programming relative to incremental scale, are there 
really big benefits there? 
 
<A – Michael Angelakis>: Well you mean in terms of more cable? 
 
<Q>: Yeah. 
 
<A – Michael Angelakis>: Yeah, I don’t particularly think so. I think that we are the low cost 
provider on the programming side. I think when the company did the AT&T broadband deal, they 
were very meaningful benefits of scale. I think we’ve benefited from that and I really don’t see us 
going from 24 million to 27 million really having material benefits of further scale. What is a good 
transaction for us would be we’re going to generate a terrific risk-adjusted return on any type of 
cable or other acquisitions and I think we are pretty disciplined about that. 
 
<Q>: Great. As we think about the M&A path from here. I think part of it ties into what the corporate 
mentality actually is right now. As I talk to investors we launched a coverage last weekend. What I 
consistently hear is you’re somewhere between growth value there’s not – there is an income 
component that potentially could be bigger, and so people think about placement of this company 
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and a lot of it obviously would tie into the M&A trajectory. It seems like cable deals would be about 
cost cutting IRRs and sort of driving the value component versus those other things you could 
actually do on the growth side, whether it’s augmenting, the SME business and sort of the franchise 
there, or augmenting I have to say on the content side, how should we think through this in sort of a 
corporate mentality and corporate approach here? 
 
<A – Michael Angelakis>: We are in eight lines of business. We have eight revenue streams in 
the company. And I think our goal is to reinforce our competitive advantages in every one of those 
revenue streams, whether we do it through organic investment or whether we do it from acquisition, 
really the goal and how – we talked about this last week or Steve did, we get up every morning 
thinking about how do we reinforce that competitive advantage and we have many. 
 
Each of those eight businesses, by the way, are in different levels of maturity of growth, have 
different opportunity sets and we explore every single one in a great level of that. We are pretty 
financially disciplined whatever we do, whether it’s an organic investment or an acquisition, to me, 
have to go through both the strategic filter and the financial filter. We’ve talked about this before. 
And our goal is to generate great strategic and financial returns as we move and grow those eight 
businesses. 
 
So you brought up SME. SME, we think is a terrific opportunity. We have line of sight on revenues. 
it proves growing 51%, the market that we’re attacking today, 51% year-over-year. The market 
we’re attacking today is approximately $15 billion. We’re now only roughly a $1 billion of that, and 
we have real momentum in that business and we’ve focused on that business. 
 
By the way, we’ve done a 100% of that growth all organic. And even when our team and Bill 
Stanford come to us for capital for that which we’ve invested in, we put it through the same filter 
whether we bought a company or investing organically. When we think about business services 
and cell backhaul, which is another area, which we size at roughly $1 billion that’s a same financial 
analysis, because we think that’s a real opportunity for us to extend our network. 
 
There’s clearly another opportunity in terms of moving up to scale in terms of the enterprise market. 
Right now, the market we’re focused on is really companies with 20 or less employees. That’s a 
relatively small marketplace in terms of $15 billion, but there are lot of companies probably double 
that size that are in that sort of second tier of market. And we are preparing thinking and I want to 
say too much about going into that business pretty aggressively. 
 
<Q>: Great. Maybe we can switch to article favorite topic, return of cash to shareholders, I’m sure 
you’ve left about a lot. Can you step us through, I guess, the current balance sheet framework and 
maybe layering under that, you’re on a deleveraging path right now, but you’ve eliminated most of 
the near-term maturities, you guys have done a great job of sort of taking the tower risks off the 
table in the coming years, it seems like we’re close to a level where you probably should feel very, 
very comfortable about the business, when do we sort of slowdown the deleveraging path and think 
about other avenues? 
 
<A – Michael Angelakis>: Okay. Let’s just go back a couple of years and this is a metric that 
doesn’t get talked about a lot. But at the end of 2007, our debt to free cash flow was about 13.5 
times. Okay, that’s a number that doesn’t necessarily get a lot of attention, but certainly a number 
that when you say your free cash flow is really the amount of dollars you’re going to have to service 
that debt and it’s at 13.5 times, strong company, but not as strong as we’d like it to be. 
 
 
I think we will end this year 2009, where we have retired roughly $3.3 billion of debt this year and 
we’ll be roughly 6.5 times maybe a notch or two lower than that. I feel pretty comfortable with the 
progress we’ve made over the last two years of doing two things, one is growing free cash flow, 
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and two is modestly deleveraging from roughly a $32 billion balance sheet to around a $29 billion 
debt level. So I feel pretty good about that. 
 
With regards to return of capital and we do look at a dollar of debt repayment, a dollar buyback and 
a dollar dividend that’s all returning capital and accretive to equity. And if you think this year, we’ll 
probably retire roughly 3.3 billion. We have an $800 million dividend. We’ve already bought back 
200 plus billion of stock and we’ll continue that. We are at $4.1 billion of return of capital, actually, 
$4.3 billion of return of capital through roughly the first six months in the year. And I think that we 
have a real focus on how do we return capital in a smart intelligent way. 
 
<Q>: And just, I guess, a followup there is, if you think about the dividend payout ratio sitting – 
hovering right around 20% depending on the quarter, is that the right ratio over time to sort of 
preserve the opportunities that you see whether it’s on the M&A front or deleveraging front, or do 
you think you could move that ratio up meaningfully and still preserve the type of flexibility you want 
in the company? 
 
<A – Michael Angelakis>: There’s a real balance between those three elements of a dividend, a 
buyback and debt repayment. I think we’re pretty comfortable that we’ve done a solid job of de-
risking some of the balance sheet, adding more liquidity, and bringing our cost of capital down a bit, 
particularly given the macro economic environment, we’ve lived through over the last 12 or 18 or 24 
months. When we think about a 20% payout ratio, we don’t want to be pigeonholed in that. If you 
look at net income it’s slightly higher than that, the payout ratio in the sort of 23, 25%. If you look at 
free cash flow, it’s hovering around that number. So I think the key for us is what’s the right balance 
between buybacks and debt repayment and dividend and our hope is that as the company 
progresses, we’ll continue to increase the dividends. 
 
<Q>: Great, maybe we’ll switch over to wireless, real quickly. One logistical reminder, if you do 
have questions remember there’s people that will walk up and down and get your questions. We’d 
love to have this to be sort of 25 minutes of my questions, 15 minutes of yours, so definitely don’t 
hesitate. On wireless, out of the range of options right now what – can you sort of address why 
Clearwire remains the right partnering strategy -- 
 
<A – Michael Angelakis>: There has been a lot of discussion about this, but let’s – again it’s kind 
of funny we’re going back, let’s look at a couple of years ago. A couple of years ago, when we 
started to look at wireless as how do we extend our three products, our core three products for our 
customer base. To us it’s not necessarily about a quad play in terms of handset and bundles. It’s 
much more of we have a robust data business, which is a terrific premium business. We have a 
very good phone business, which is growing nicely. And we have a terrific video business. 
 
How do we take those three products and add mobility to them to enhance the product set? We 
started looking at it in great depth and you come to sort of three options. We are a holder of some 
AWS spectrum, so we could actually build a network. The conclusion was we have 20 megahertz of 
spectrum, clearly not enough to do what we really want to do. We don’t want to be the seventh 
competitor in a market that we think is mature from the voice side. And it’s a huge economic 
investment, which we’re uncomfortable there’s a real return for. 
 
So you take that option you say analyzed it, looked at it, pushed it off to the side. The other option 
is do you want to purchase a company. And I don’t think we have any desire to purchase a wireless 
company. And then, you look at, can you partner and where is the best partnership that you can 
actually have. And if you go back to what our goal and objective was of adding mobility to our three 
core products, you need a hell of a lot of spectrum, and you need a hell of a lot of nationwide 
spectrum. And Clearwire with the merger with Sprint is uniquely positioned to have a lot of 
spectrum across the country and clearly in our core markets. 
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And it was a real opportunity for us to invest. We’re part owner of the network. We also have a 
founder’s preference on wholesale access to that network and to-date, we’ve been pretty satisfied 
with how that’s gone. We’ve launched in two markets. We’re launching in a number of markets, 
about – important in itself for which was our first launch, about 30 to 35% of the customers that are 
taking the Clearwire products are brand new customers to Comcast. That in itself is pretty 
compelling. So we like the partnership and we think it was when you look at what the options are it 
was I think the right choice. 
 
<Q>: Can you help us think through funding for Clearwire, from your perspective, it’s an entity, 
which probably will need additional capital infusions at some point. You had obviously two paths, 
get diluted or contribute, keep the existing stake or potentially even bump it up. How would you 
approach that? 
 
<A – Michael Angelakis>: Well, we don’t have any obligations to fund any further dollars into 
Clearwire. We’re about a little bit more than an 8% shareholder. The question really lies I think and 
I’m not ducking the question relies with Sprint who is a 51% shareholder as well as with Clearwire. I 
think that they will be funding. I think the company will build out its network like it’s doing now and 
from our perspective, we will evaluate whatever financing it does we have preemptive rights, but 
again we’re only an 8.5% shareholder. We didn’t have a Board too. 
 
<Q>: As we think about the strategy in wireless data you had a couple market launches that seem 
to be going incredibly well. How do we think about where you sit in terms of the product stack over 
time in wireless? As the carriers would think about it, if they think about wireless as sort of 
disaggregating the products, you have text messaging which is credibly high margin subsidizing the 
ratio of voice which sort of sits in the middle and then you have data which is at the bottom at this 
point quite frankly laptop card data that probably put us at very bottom in terms of the margin 
opportunity. So why is that sort of the right products that’s solely to be attaching yourself to in the 
wireless market at this point? 
 
<A – Michael Angelakis>: Well I think two things. Clearwire isn’t a telco. It has all virgin spectrum. 
So I think when you look at that product stack, it is – it can be quite profitable just on the data side 
with the differentiated product. I think the telcos have different constraints including their own issues 
around spectrum management. 
 
I think from our side why we are leading with broadband is we think that our broadband product is 
absolutely a terrific product. We have more headroom to grow that business. It’s a high margin 
product. We’ve put a lot of money into increasing speed and things like DOCSIS 3.0. So we thought 
it was a natural extension to bundle our in-home product which has say 20 megabits in the home 
within out of the home product, which will be between three, four, five megabits. 
 
So we looked at it as a natural extension. As you know, we are launching – we’re testing today a 
service called On Demand Online, I can envision at some point in the future, that having a wireless 
component. And there’s been lots of discussion about voice clients at some point and I don’t want 
to say much more than that, but I think that data is really an important product for us to lead in the 
wireless side. 
 
<Q>: Maybe if we could switch gears to video, you guys are obviously in the process of 
transitioning through to All-Digital, what are the key things as we come out near the size that allows 
you to deal with the company. 
 
<A – Michael Angelakis>: A really good snapshot, and that one, this is a huge initiative for us. We 
are spending between four and $500 million this year and next year on both the All-Digital and 
DOCSIS 3.0 effort. A snapshot of what it looks like on the other end is probably Portland, Oregon 
where that was our first market, which is now complete. We have launched over a 100 high-
definition channels. We have launched many ethnic channels, so I think we’re probably now the 
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leader in that market with regards to ethnic channels. We have DOCSIS 3.0, so we have really 
high-speed. 
 
In addition, we are working on Project Infinity, which is our VOD platform. So I think the product 
leapfrog some of our competitors in that particular market and we’ve seen great reception with the 
product, particularly in the markets that have been completed. So, this is very important to us and 
we think that the results in terms of when a market is complete from a whole number of areas in 
terms of product positioning, customer satisfaction, and operations to the real improvement. 
 
<Q>: A lot of your investors seem to focusing on video ARPU, we touched to some extent video 
coming out of the cycle, but I wonder if you could just isolate ARPU, are you optimistic that we can 
sort of get back to historical trend growth rate, or is the competitive environment sort of changed 
that? 
 
<A – Michael Angelakis>: I think the economic environment has changed, and clearly the 
competitive environment has changed. We’re not completely focused on video ARPU, we’re more 
focused on gross ARPU, given that one out of four customers takes all three services. I do think the 
days of implementing five, six, 7% rate increases are not – on the video side, certainly won’t be 
there for us this year and next year. And I think that’s a result of really just the economy – the 
economy and to some degree competition. But I think we’ll continue to grow total ARPU and you 
just look at, we are laser focused on ARPU and if you look at through the year, if you take out 
advertising, we’re sort of 9% year-on-year up, which I think is pretty good performance. 
 
<Q>: If we take the – as of the cost side of the equation, I would say everybody sort of focused on 
programming costs. Over the last couple of days we’ve got a number of channel operators, media 
companies in here, sort of taking the other side of this and saying what we’ve seen over the last 
couple of years with our data programming cost is the new norm and if anything goes up from here. 
What’s your view in terms of ‘09, which looks like a relatively elevated year? Is this the new norm or 
do we sort of move that down from here? 
 
<A – Michael Angelakis>: Well, first I think the radar continues. Secondly, I think we are the low 
cost provider. So if you look at our competitors, you look at even our peers, we are the low cost 
provider on programming. I think we are seeing a period this year where it’s a bit higher than it has 
been historically. Our goal is to bring that number down next year, but it is an issue and I think that 
we are fighting in the trenches everyday related to that issue. And I think it has an impact. I think 
what you’re going to do will have an impact on video margins, it does. But we are taking cost out of 
the business as well and I think we’ve been able to keep margins steady to even a little bit up over 
the last five years. I think the benefits we have in terms of cost savings and product mix with high-
speed data to less new business services and as advertising comes back, I think we have a good 
shot at having our margins continue to be stable and maybe increase a little bit, not a lot. 
 
<Q>: So do you think even beyond the very near term that you’re just playing out, is that kind of a 
medium term view where we should expect maybe gross margin declines but operating margins yet 
still relatively flat given the cost that you are taking out? 
 
<A – Michael Angelakis>: Again you’re isolating on the video business. I think when you look at 
the other two businesses, I think you see margins obviously increase. We’ve taken a tremendous 
amount of cost out of our voice and out of our data business, and I think SME is generating 
absolutely terrific margins as well. And we are focused on getting into more higher margin business 
and as I mentioned advertising which is a high-margin business, one that has high operating 
leverage, we’ve actually took a hit from because of what’s happened in the economy and we’re 
hoping that’s going to come back some time next year. 
 
Now, on advertising third quarter, fourth quarter, we have tough comps, but I think that next year 
we’re hopeful that that business returns well. 
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<Q>: If we could talk about data that seems to be potentially the other side where you actually do 
have pricing leverage now clearly you’ve got an infrastructure already build out, All-Digital will help 
that, DOCSIS 3.0 will help that. I guess that the both cases there is pricing leverage and we can 
see ARPU increases in data. I’m wondering what we’ve seen in the industry recently even you guys 
doubled speed without a price hike attached to it. So how does this sort of all fit into the potential for 
ARPU increases? 
 
<A – Michael Angelakis>: Well, I think there is a press release today that we have taken some 
rate adjustments on high-speed data, in the High-Speed Data business. So we do think we have 
some pricing power there. We have done a terrific job of increasing speeds and increasing 
customer satisfaction. We think we are clearly the leader in that business and we’ve also seen our 
competitors actually take price increases with regard to that data business. 
 
So we love the business. I think we will see a bit of an increase in that business, a bit of an 
increase in the video business as well, but we’re being very careful and conscious with the tough 
economy we’re dealing with. 
 
<Q>: If we think about the potential for future ARPU increases, is it more driven by the step up of 
the cost of different tiers or is it migration within the tiers where people are moving from lower tiers 
to mid or upper? 
 
<A – Michael Angelakis>: I don’t know the answer to that. I think that we have – we are seeing 
tiers, we have a Blast service. We’ve actually been selling that higher price, higher speed service, 
roughly three to one to the lower price service. So I think indeed for speed and as video becomes 
more relevant with regards to people looking at sports clips in the morning, I know my kids every 
morning get up early and go online, and look at sports clips, and our service is geared to providing 
a great experience for that. 
 
<Q>: We’ve got a couple of questions sort of following up on SME, which you touched on earlier. 
$15 billion opportunity, obviously a huge opportunity and Neilson’s covering the telcos that’s 
obviously a big margin opportunity as well, I think you reference that... 
 
<A – Michael Angelakis>: Provided you actually given your – such a long telco history. I’m 
actually delighted that you recommended us. We have more education to do. We really have a lot 
more education to do. But all I can say is I take my hat, great job. 
 
<Q>: All right, thanks for the thoughts. How do you think about the pricing strategy versus an 
RBOC maybe just sort of there is two path here, there is a big margin opportunity in that, yeah, 
there is probably ample penetration opportunity. You’ve got most of the telco versus an opportunity 
that really drives share gains versus an incumbent that aids pseudo-monopoly market in many 
areas, at least has the chance right now. How do you sort of balance the two? 
 
<A – Michael Angelakis>: We have grown the SME business year-over-year 51%. Now, it’s still 
roughly a $1 billion of run rate revenue. So I think you’re going to continue to see us push that 
business. We’re going to expand that business in other areas. We think we have terrific 
momentum. We think there is a real balance between market share and making sure our growth is 
profitable and that’s a really important point. I think that we should talk about is we are very 
focused. We want to grow the business. We want to grow it really profitably. 
 
We don’t necessarily believe in market share that forfeits profitability. Our view is we think we can 
balance both appropriately and both the consumer as well as in the business side. And I think you’ll 
see us continue to grow the SME in other areas of commercial services as aggressively as we can. 
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<Q>: As we think about the capabilities you can and will offer over time, clearly there is an 
enormous opportunity in the sub 20 markets. What point does it make sense to the extent – to 
extend the capabilities, to try to tackle something bigger and what exactly are the capabilities that 
you need to move upstream? 
 
<A – Michael Angelakis>: I mean we just launched yesterday or the other day in Minneapolis a 
100 megabits commercial service. So I think you will see us increase our sophistication level in 
terms of going after those customers. I think when we think about Metro Ethernet and we think 
about other areas of growth, those are areas we are clearly pursuing. It took us time to build the 
infrastructure, the sale force for the SME business and I think we’ve done that well and we have 
momentum in that business and – but we don’t want to distract that momentum. But I think we will 
layer on top of it other areas of growth that we think are real opportunities for us and I can tell you 
that we are heavily looking at that right now. 
 
<Q>: We’ll switch to some audience questions. There is one, sort of going back to capital 
allocation, but it ties into existing assets and you obviously mentioned that AWS spectrum you have 
SpectrumCo. How does shareholders get comfortable that over time these are productive assets 
working for them? 
 
<A – Michael Angelakis>: The AW – I would say the AWS spectrum actually increased in value 
pretty considerably over time and I think that there’s a real goal to make sure that the Clearwire 
partnership is successful and works well for us and meets the goal objectives we have. I think I’ve 
said this before, when Clearwire has met the objectives and it’s hard to say exactly what that is. I 
think we will evaluate what to do with that AWS spectrum. But right now we – I think it’s an 
appreciating asset and from our standpoint, we will continue to hold it and make sure Clearwire is 
successful. 
 
<Q>: Another question on, if you think about the structure of the video market and look at some of 
the leading edge at least offerings out there whether it’s whole home DVR that you’ve seen or the 
DTV sports package, sports offerings, how are you competing against that higher-end segment of 
the market? 
 
<A – Michael Angelakis>: I think on the multi-room DVR, we have launched a number of services. 
We just launched iPhone App for different service. So there is a – there is certainly product 
development where we’ll leapfrog one, somebody will leapfrog us there, they don’t move. But I think 
that we’re competing pretty effectively. We have a meaningful product development team that is 
always looking at, how do we improve and enhance meaningfully, not just a press release, a 
product or a feature for our customers. 
 
So, on the NFL which I think that is SUNDAY TICKET, that is a level of frustration for us, but it is 
what it is and I think we are doing a good job. We just launched RedZone and we’re marketing 
RedZone which is we’re trying to find a way to provide more sports to our customers. That one 
does sort of [inaudible] little bit. 
 
<Q>: I think the capital spending for the company there is identified on one-year term? 
 
<A – Michael Angelakis>: Your question or somebody else’s question? 
 
<Q>: This is back to my question-- 
 
<A – Michael Angelakis>: Okay. 
 
<Q>: Certainly open and honest here, but once we get through All-Digital, DOCSIS 3.0, two pretty 
big projects and I realize one heck a lot more expense than the other, but the – as we get through 
these near-term projects, are there any other things from the horizon you could think that would 
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keep CapEx sort of where it is now or should we expect level the CapEx to continue trending down 
over time? 
 
<A – Michael Angelakis>: I think the goal for us is to be really smart about how we invest CapEx. I 
think the outcome of that is that intensity will continue to decline. I think the projects related to All-
Digital and DOCSIS 3.0 are finite. I think we are investing in interactive advertising. I think we’re 
investing in Wi-Fi. I think we’re investing in Business Services, we just spent some time talking 
about adding investment to Business Services. We’re trying to be very focused on how we allocate 
CapEx. But I think the outcome is that the intensity will continue to come down. And that we will 
continue to fund those projects, which we think has attractive profitable growth characteristics. 
 
<Q>: As we think about longer-term capital intensity, I had to pin you down, I think but just how 
would you think – do you think in CapEx to rev turns, is that how you like to get investors thinking 
about it? 
 
<A – Michael Angelakis>: I’m in different. I look at it as a whole number. I think that if you look at 
2007, it was roughly six billion plus dollars, it was, 5.7. I think we’ll come in at – I’m not going to give 
you guidance, but I think we’ll bring it down. And I think next year, we have a chance of bringing it 
down in absolute dollars as well. 
 
<Q>: Okay. Another one of my questions, cost cuts, how should we think about opportunities for 
additional cost-cutting in the business? 
 
<A – Michael Angelakis>: I think we are laser focused on cost cuts. I mean the business – this is 
no secret, the business has slowed down, both in terms of economic issues as well to advertising 
or housing growth, it’s slowed down. And as it slows down we will take more cost out of the 
business. So I think we have more continued opportunity this year, next year to take more cost out 
of the business. We took cost out of the business last year. We’re not the type of company that 
issues a press release and says we are laying off x number of people. We did do that, but we did 
not do a press release last year, but we did on one of our calls, articulate exactly what our plans 
were. I think you’ll see us take more cost out of the business this year and next year. 
 
<Q>: So we’ll end with a couple audience questions. We’ve had a number of focus on maybe more 
a function of geography, and where you are, but a number focused on FiOS and how you compete 
against FiOS. How do we get confident that this is sort of a – can be a constructive situation as 
opposed to aggressive situation. I think there has been some pricing action recently, which speaks 
to that wonder if you could walk us through that. 
 
<A – Michael Angelakis>: I don’t want to – they’re a fine company. They can speak for 
themselves. I think we’re competing effectively with FiOS. I think they have a good product. I think 
we have a good if not better product. By the way, they’re overlapped to us as roughly 15% today. 
So the other 85% is not FiOS over built, but I think we’re starting to even see some win backs from 
them, where they’ve come into a market, people want to try the service, it’s not as great as it’s 
advertised or a bit more expensive and we’re getting some customers back, but – and they’ve done 
rate increases recently that I think are pretty aggressive. So I think that we’re competing well 
against them. 
 
<Q>: Do you do win-back surveys to determine when you actually get some back from FiOS which 
I realize it’s very early on, but I’m wondering if you can pinpoint why exactly they’re coming back, 
what are they frustrated with? 
 
<A – Michael Angelakis>: Well, I think it’s all of the above. I think that unfortunately we do sub or 
two every once in a while and if we miss an appointment or VOD product didn’t come through, that 
could be a trigger to move to somewhere else. By the way, no one is perfect and that happens to 
them as well. I think that their ARPUs are higher than ours. So I think that there are some pricing 
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aspects there. Actually they are – I’m not going to go into too much, but I think we’re competing well 
against them. We are very focused on win backs not just on FiOS by the way, but on U-Verse and 
DIRECTV and Dish and there’s a real goal for us to try to keep our video customers, whether we’re 
retaining them or taking them from our competitors. 
 
<Q>: Okay. Last question which is an audience question that actually overlap with one of mine so 
balance here but online video and just how to think about relationships you have with the 
programmers and the opportunity versus the risk over time? 
 
<A – Michael Angelakis>: In a very short time, by the way, we created Fancast. We’ve also help 
to create TV Everywhere with our friends at Time Warner. TV Everywhere is a service that we think 
is complementary to our core service. People are watching more TV today than they ever have. 
Also in order to watch TV Everywhere or Fancast, we think you need a really high-speed modem or 
a high-speed access, which again I think we are terrific at. So we just don’t see the threat as 
significant in terms of online. We think it as relatively complementary. And frankly, we’re leading the 
charge with regards to developing products whether it be Fancast or On Demand Online and we 
think the cable programming group, in particular I think is endorsing On Demand Online and 
[inaudible] a very good utilization for people who want to watch TV on a PC or a laptop. 
 
<Q>: Great, we’re about out of time. Michael, thanks so much for joining us today. 
 

Michael J. Angelakis, Chief Financial Officer 

Pleasure. 
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Operator 

Hello, and welcome to the Time Warner Cable Fourth Quarter and Full Year 2010 Earnings. [Operator Instructions] Now 
I will turn the call over to Mr. Tom Robey, Senior Vice President of Time Warner Cable, Investor Relations. Thank you. 
You may begin. 

Tom Robey 

Thanks, Candy, and good morning, everyone. Welcome to Time Warner Cable's 2010 Fourth Quarter and Full-year 
Earnings Conference Call. This morning, we issued two press releases, one detailing our 2010 fourth quarter and full-
year results, and the other announcing an increase in and the declaration of our regular quarterly dividend.  

Before we begin, there are several items I need to cover. First, we refer to certain non-GAAP measures, including 
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operating income before depreciation and amortization or OIBDA. In addition, we refer to adjusted OIBDA and adjusted 
OIBDA less capital expenditures. Definitions and schedules setting out reconciliations of these historical non-GAAP 
financial measures to the most directly comparable GAAP financial measures are included in our trending schedules 
and earnings release. 

Second, today's announcements includes certain forward-looking statements within the meaning of the Private 
Securities Litigation Reform Act of 1995, which are based on management's current expectations and beliefs and are 
subject to uncertainty and changes in circumstances. Actual results may vary materially from those expressed or 
implied by the statements herein due to various factors, including economic, business, competitive, technological, 
strategic and/or regulatory changes that could affect our business. 

These factors are discussed in detail in our SEC filings, including our most recent annual report on Form 10-K and 
quarterly reports on Form 10-Q. Time Warner Cable is under no obligation to, and in fact, expressly disclaims any such 
obligation to update or alter its forward-looking statements, whether as a result of new information, future events or 
otherwise. 

And finally, today's press releases, trending schedules, presentation slides and related reconciliation schedules are 
available on our company's website at timewarnercable.com/investors. A replay of today's call will be available 
beginning approximately two hours after the call has ended and will run through midnight Eastern Time, February 1. 

With that covered, I'll thank you and turn the call over to Glenn. Glenn? 

Glenn Britt 

Good morning, and thanks for joining us today. 2010 was a year of significant accomplishment for Time Warner Cable. 
We achieved healthy growth on the top line and delivered record free cash flow. At the same time, we enhanced our 
products and services, increased the sophistication of our marketing and accelerated the growth of our Commercial 
business. 

We also delivered on our shareholder-oriented capital allocation strategy. We returned more than $570 million through 
our dividend in 2010, and we have spent roughly $0.75 billion on a repurchase of our own shares since November. In 
addition, this morning, we announced an increase of 20% to our quarterly dividend. This increase is yet another signal 
of our confidence in our business, and reinforces our focus on returning capital to our shareholders while continuing to 
invest in long-term growth. 

We also made a lot of progress in our product offerings. We completed the deployment of video switches, enabling a 
dramatic increase in the availability of HD channels across our footprint. We launched Look Back, providing our digital 
customers with on-demand access to three days of programming on 59 networks using our network DVR technology. 

At the same time, we made our Movies On Demand offering even more attractive by doubling the day and date 
availability of new titles. We invested in a wireless broadband offering in 2010. The investment is providing us with key 
insights into the operation of a wireless business and how it fits with our Wireline business. 

In 2010, we continued our ongoing efforts to build a more vast marketing tools and additional analytical capabilities. 
Specifically, last year, we introduced a more sophisticated product pricing regime and our first products targeted at 
specific customer segments. We launched Signature Home broadly across our footprint in December, and we're 
currently engaged in trials of TV Essentials in New York City and Northeast Ohio. We expect this to be but the first in a 
series of products designed to more closely fit the individual needs of our customers. 

Now turning to 2011, we entered the new year with aggressive plans, and we're optimistic about our prospects, 
although weakness in employment and occupied housing will continue to provide a headwind. Competition isn't new to 
our business, and we expect continuing competitive pressures from the telephone and satellite companies in 2011. But 
with better products and better marketing than we've ever had before, we're ready. 

On the regulatory front, we'll continue to press for reform and retransmission consent where 20-year-old statutes 
effectively tipped the competitive scales of the broadcasters' favor. Regarding broadband regulation, we're pleased that 
we've avoided Title II Reclassification. However, many parties at both ends of the political spectrum remain unsatisfied, 
and we expect this issue to remain in the news. 

I'm really excited about our rapid progress in harnessing the power of consumer electronics devices to give our 
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customers a better experience and more control as they use our services. Earlier this month, at the Consumer 
Electronics Show, we demonstrated our ability to deliver video directly to IP-connected devices, such a Smart TVs, 
tablets and Blu-ray players, all without the need for set-top boxes. This ability to deliver TV to virtually any device in the 
home is a logical extension of our video product. We expect to launch this capability in the coming months. 

For years, our video user interfaces have been constrained by the limited capabilities of set-top boxes. By taking 
advantage of more powerful consumer electronics devices, we can offer a much more compelling navigation 
experience, one that offers more functionality and is more aesthetically pleasing than anything we've done in the past. 
Perhaps most important, we're building processes that will enable us to rapidly update the user interface and response 
to customer feedback. We believe the ability to deliver video to all the screens in the home, a much improved user 
interface and all that, coupled with TV Everywhere capability, will address many of the perceived advantages of over-
the-top video offerings. 

There is tremendous value in our broadband network. Our customers continue to use it for new applications, and they're 
demonstrating that they're willing to pay more as this utility in their lives expand. In the year ahead, we'll continue to 
invest in the network's capabilities in a variety of ways, including expansion of our DOCSIS 3.0 footprint, so that we can 
continue to be the best-in-class broadband provider. 

Our broadband network is also a flexible platform for new products, coupled with our installation and call center 
expertise, it provides us with an opportunity to enter the Home Monitoring and Security business. We've actually been in 
the Security business in parts of our footprint for many years. But recent advancements in technology have made the 
application much more interesting. We've trained installers in several cities, and this week, we began taking orders for 
our Smart Home Security product as part of a soft launch. We used the feedback we get from the early customers to 
fine-tune our product and processes, and we expect to launch this product broadly across our footprint later this year. 

In the commercial space, we're pleased that we grew revenues by more than 20%, breaking through the $1 billion level 
for the first time in 2010. However, we're not resting on our laurels, and we think we have the opportunity to create a lot 
more growth, both through the sale of existing products and by exploring new products and new segments. 

In summary, 2010 was a year of new products, accelerated growth and record free cash flow. We look forward to the 
challenges and opportunities of the new year, as we strive to better serve our customers and continue our quest to be 
the open, transparent, shareholder-friendly company that our owners expect. 

I want to acknowledge the terrific job that Rob has done as our CFO in the past three years. I have full confidence in 
him as he takes on the role of President and Chief Operating Officer. For the next several months, as we conduct the 
search for his successor as CFO, Rob will do double duty.  

So now let me turn it over to Rob, who will give you some additional details on the financial performance. 

Robert Marcus 

Thanks, Glenn, and good morning, everyone. We've got a lot to cover, so let's jump right into our 2010 highlights on 
Slide 3. As Glenn said, 2010 was a really good year for Time Warner Cable. We grew full year revenues by over 5.5%, 
as residential subscription revenues increased nearly 4%, while commercial and advertising revenues each jumped 
over 20%. Adjusted OIBDA growth accelerated to nearly 6% in 2010, reflecting our strong revenue growth and slightly 
higher margins. Operating income was up over 11%. Adjusted OIBDA less CapEx increased 21%, and free cash flow 
was up over 19% to $2.3 billion or $6.35 per diluted share. 

Diluted EPS increased over 19% to $3.64, exceeding what we projected at the beginning of the year. True to our 
commitment, we continued to actively manage our balance sheet. We returned $1.1 billion of capital to our shareholders 
during 2010, paying cash dividends of $576 million and repurchasing $515 million of our common stock. And 
demonstrating our confidence in our business, this morning, we announced a 20% increase in our quarterly dividend to 
$0.48 per share or $1.92 on an annualized basis. 

Let's move on to Q4 subscriber trends in the next slide. Before I get into the numbers, let me say a few words about the 
environment in which we're operating. While we've seen some modest improvement in certain macroeconomic 
indicators in several of our regions, overall, we continue to feel the effects of weak housing and high unemployment 
across our footprint. The competitive landscape also remained pretty much the same in Q4. The telcos continued their 
fiber build-outs, but probably at the slowest pace we've seen since they began. 
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We estimate that U-verse is now marketing video to about 24% of our footprint and FiOS to about 10%. Marketing and 
promotional intensity among our telco and satellite competitors was pretty consistent with what we've seen in recent 
quarters. For our part, we broadly executed on our $33 x 3 Triple Play marketing program, targeting both new and 
existing customers. 

So let's turn to our sub performance. We added 94,000 high-speed data subscribers in the quarter, bringing total HSD 
subscriber base to over 9.8 million or 35.8% of passings. That's a five 5.5% year-over-year increase in our HSD sub 
base. Our residential HSD subscriber mix continued to improve, as customers continue to choose our higher-speed 
tiers. We added 147,000 Turbo and 5,000 Wideband or DOCSIS 3.0 customers. And for the first time this quarter, our 
total Turbo and Wideband subs combined exceeded our aggregate basic and light tier customers. Commercial HSD net 
adds were 11,000, which was more than 5x year-ago net adds. 

As I've previewed on our third quarter call, Digital Phone net adds rebounded strongly in the fourth quarter, as we more 
aggressively marketed the Triple Play bundle. Total Digital Phone net adds were 72,000, and we ended the quarter with
almost 4.5 million total voice subscribers, 16.7% of homes passed and a 6.5% increase from the end of 2009. We had 
11,000 Business Class Phone net adds in the quarter for a total of 111,000. That's more than double the number of 
subs we had 18 months ago. 

Video subscriber performance continued to be impacted by the challenging competitive and economic environment. For 
the quarter, we had a net decline of 141,000 video subscribers. The video sub declines were once again driven by 
losses in analog Single Play video customers. Actually, net additions for both digital video subscribers and bundled 
video subscribers were positive during the quarter. In addition, there were some signs of life in the Pay TV category, as 
we added 77,000 pay units. That's the first growth in pay units we've experienced in 10 quarters. Demand for DVR has 
also picked up in Q4. Net adds of 47,000 were significantly better than in Q3. 

Primary Service unit net adds were a positive 25,000 for the quarter, an improvement from the third quarter loss. PSU 
churn was flat year-over-year. As I mentioned, we continue to focus on getting customers into bundles and had 72,000 
Triple Play net adds during Q4, up from 64,000 in last year's fourth quarter. At quarter end, just under 60% of our 
customers were either Double or Triple Plays. Once again, we fared much better with our more affluent customers, our 
highest income segments drove the net gains in Triple Plays, while our lower-income segments accounted for most of 
the declines in singles and doubles. 

Despite the challenging economic and competitive environment, full year 2010 PS unit additions were 344,000, with 
515,000 HSD net adds and 278,000 Digital Phone net adds, offset by 449,000 video net losses. So far, this January's 
sub-performance looks a lot like January of 2010. But remember that the bulk of the net adds last year occurred in 
February and March, so it's still really early to project Q1 subs. 

Let's turn to our financial results and start with revenue on the next slide. Fourth quarter revenue increased 5.9% year-
over-year to $4.8 billion, and full year revenue increased 5.6% to $18.9 billion. During the fourth quarter, total 
subscription revenue, that's residential and commercial combined, grew 4.6%, driven by increased PSUs and a 3.1% 
increase in subscription ARPU per PSU. Advertising revenue increased nearly 34%. In dollar terms, total revenues was 
$269 million higher than in Q4 '09, with $145 million of that growth coming from our Residential Subscription business, 
$68 million coming from Advertising and $56 million coming from Commercial. 

Let's first focus on residential subscription revenue on Slide 6. Fourth quarter residential subscription revenue grew 
3.5%, and full-year residential subscription revenue grew nearly 4% year-over-year with both driven by a combination of 
subscriber growth, improved subscriber mix and price increases. Of the $145 million of year-over-year residential 
subscription revenue growth in Q4, HSD contributed 60% or $87 million, with video and Digital Phone contributing 25% 
and 15%, respectively. 

Year-over-year residential HSD revenue growth accelerated throughout the year, culminating in Q4 growth of 8.7% over 
last year's fourth quarter. The growth was driven by subscriber increases, as well as a year-over-year increase of close 
to 3% in residential HSD ARPU. This is the seventh consecutive quarter of year-over-year residential HSD ARPU 
improvement, as we benefited from price increases and the improved subscriber mix I talked about earlier. Residential 
video revenue increased as a result of price increases and higher digital video and DVR revenues, partially offset by the 
decline in video subs. Residential video ARPU increased nearly 5% from Q4 '09. Residential voice revenue grew 4.5% 
due to continued subscriber growth. Year-over-year ARPU declined just 1.2%, which was the smallest decline in the last 
couple of years. On a sequential basis, residential voice ARPU was pretty much flat. 

Now let's flip to commercial revenue on the next slide. We're very pleased with the progress we made in our 
Commercial business in 2010. We set out to deliver commercial subscription revenue growth of more than 20% for the 
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year, and we did just that. Fourth quarter commercial revenue was just under $300 million, a 23% increase over Q4 '09, 
marking the highest-growth quarter of the year. Full year commercial revenue was more than $1.1 billion, up 21.1% 
versus 2009. Each of commercial data, Business Class Phone and cell tower backhaul contributed about 30% of the 
$56 million year-over-year revenue improvement in the fourth quarter, with video revenue accounting for the balance. 
Commercial data revenue increased almost 13%, driven by growth in shared and dedicated Internet access and Metro 
Ethernet revenue. Business Class Phone revenue increased nearly 73%, driven by subscriber growth, and cell tower 
backhaul revenue in the fourth quarter was $26 million. That's as much cell backhaul revenue as we generated for all of 
2009. As of quarter end, our total installed base was 6,100 radios, and we had a meaningful backlog of radios under 
contract. 

We continue to make investments in our commercial capabilities throughout the year. And in 2011, we are focused on 
continuing to improve sales productivity and increasing service ability to expand the number of commercial 
establishments we reach. We expect these investments to enable us to continue to drive commercial revenue growth in 
2011 at a rate similar to what we achieved in 2010. 

Moving to the next slide. We had a terrific year in advertising, topped off by a fourth quarter in which we generated an 
all-time high $269 million in ad revenue, up 33.8% over Q4 of 2009 and up 39% on a per video subscriber basis. Full 
year ad revenues of $881 million were 25.5% greater than in 2009. 

Strong political advertising certainly helped the cause. We generated $42 million in political advertising in the fourth 
quarter and $74 million for the full year. Political accounted for half the growth in the quarter and about 30% of the 
growth for the full year. That said, non-political advertising revenues grew strongly in their own right, up around 18% for 
the fourth quarter and the full year. In the fourth quarter, the automotive category generated a little over $50 million, and 
media advertising added about $45 million, both jumping well over 30% versus the fourth quarter of 2009. 

During the quarter, we they began to benefit from our new ad-rep deal with FiOS, under which we sell regional 
advertising on behalf of FiOS TV in the New York City, Los Angeles and Dallas markets in exchange for a percentage of 
the revenue generated. We expect that the FiOS deal and others like it will increasingly contribute to ad revenues in 
2011. As we look forward, given strength in our core Advertising business and our new ad-rep deals, we do expect that 
we'll be able to grow ad revenues in 2011, despite the usual non-election year fall-off in political advertising. 

Let's turn to adjusted OIBDA on Slide 9. Fourth quarter adjusted OIBDA grew 1.6% to $1.7 billion, and full year adjusted 
OIBDA increased 5.9% to $6.9 billion, right in line with what we projected on our last earnings call. Full year margins 
improved 10 basis points. 

Total fourth quarter operating expenses grew 8.5% compared to the fourth quarter of 2009. The growth in OpEx and the 
resulting margin contraction and slowdown in adjusted OIBDA growth in the fourth quarter were driven by a number of 
items that I'll walk you through, several of which I've mentioned previously. First, bad debt expense was up in the 
quarter due to the reversal of a reserve in Q4 '09, which significantly lowered bad debt in that quarter. Similarly, casualty 
insurance expense increased year-over-year due to a favorable adjustment to casualty insurance expense in the fourth 
quarter of 2009. 

Next, fourth quarter employee expense was increased by an executive severance charge. Additionally, fourth quarter 
cost of revenues increased due to the reclassification of certain amounts previously recorded as depreciation. And 
finally, as expected, wireless losses and programming expenses grew faster in the fourth quarter than they did in prior 
quarters. In aggregate, these items accounted for a $90 million swing in year-over-year adjusted OIBDA. 

Programming expense increased 7.2% for the quarter, as video subscriber declines only partially offset contractual rate 
increases and incremental retrans costs. Remember that Q4 was the first full quarter under our new Disney contract. 
For the full year, programming costs increased 5.4% in aggregate and 8.2% on a per subscriber basis. We expect total 
programming cost growth will be in the same ballpark in 2011. 

Employee costs were up 3.9% year-over-year in Q4, reflecting higher commercial headcount and compensation 
expenses and the executive severance cost I mentioned earlier. Fourth quarter marketing expense of $166 million was 
$11 million higher than last year. Marketing spending for the fourth quarter and the full-year remained fairly constant at 
about 3.5% of revenues. Voice costs were up 5.5% due to growth in Digital Phone subscribers. As you may recall, 
during the fourth quarter, we began the process of in-sourcing various voice support functions. The financial benefits of 
this process will flow in as our Digital Phone subscribers are migrated to the new platform over the next several years. 
When we're all done, we expect to see our voice costs cut roughly in half. 

We continued to invest in wireless in Q4. As of today, we're offering our wireless data service in almost 3/4 of our 
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footprint, and we have almost 15,000 subscribers. Still early days, but as Glenn mentioned, we're gaining key insights 
into the Wireless business, as well as the wireless needs and desires of our customers. Q4 wireless losses were 
approximately $20 million, and full-year losses were around $50 million. In 2011, we plan to continue investing in 
wireless, as well as several other new initiatives, including, as Glenn mentioned, our Smart Home Security offering. We 
expect our total 2011 startup losses from wireless, home security and other new business projects to be in the $75 
million range. 

Before I move on to CapEx, I should note that operating income for the quarter increased 11.6% to $994 million, driven 
by higher adjusted OIBDA and decreases in depreciation and amortization expense. For the full year, operating income 
grew 11.2% to $3.7 billion. Looking forward to 2011, we expect once again to generate double-digit operating income 
growth. 

Turning to capital spending on Slide 10. As Glenn mentioned earlier, we continue to make great strides in enhancing 
our products and services in 2010. We completed the rollout of Switch Digital, launched Look Back across our footprint, 
deployed over 1.5 million HD set-top boxes, added to our DOCSIS 3.0 passings, continued the rollout of wireless data 
and invested heavily in our Commercial business, and we accomplished all this while still reducing the overall capital 
intensity of our business for the full year by 260 basis points to 15.5% of revenue. Our capital spending in the fourth 
quarter was $782 million, bringing our full-year CapEx to $2.9 billion, consistent with our full-year guidance and down 
approximately 9% from the full year 2009. 

Full year residential capital expenditures were 14.6% of residential revenue, and were down nearly 15% year-over-year 
to $2.5 billion, driven by declines in CPE, support capital and scalable infrastructure. Commercial CapEx was $470 
million, up nearly 34%, with about 40% of the commercial CapEx attributable to expanding our cell tower backhaul 
footprint. Looking forward to 2011, we'll continue to spend more on our Commercial business as the residential capital 
intensity continues to decline. And once again, we expect that full year capital spending will be less than $3 billion. 

Onto cash flow on the next slide. Adjusted OIBDA less capital expenditures for the fourth quarter was $956 million, 
resulting in adjusted OIBDA less CapEx of $3.9 billion for the full-year 2010, a 21% year-over-year increase. Free cash 
flow for the quarter was $665 million, driving our full-year free cash flow to $2.3 billion or $6.35 per diluted share. Full-
year free cash flow increased 19% over 2009, as higher adjusted OIBDA less CapEx and lower pension contributions 
and working capital requirements more than compensated for a jump in cash taxes of $351 million and an increase in 
cash interest of $138 million. Remarkably, for the full year, we converted more than 95% of incremental adjusted OIBDA 
into free cash flow. For 2011, including the benefit of the bonus depreciation, we're expecting another year of double-
digit free cash flow growth. 

Turning to the next slide. Full year diluted earnings per share of $3.64 increased 19% from $3.05 in 2009 and exceeded 
the high end of the range we provided at the beginning of 2010. Looking forward, we expect that 2011 full-year diluted 
EPS will be in the $4.25 to $4.50 per share range. 

Moving to the balance sheet. During 2010, we returned $1.1 billion to shareholders through our dividend and share 
repurchase programs. We paid out $576 million or $1.60 per share in dividends, and bought back $515 million of 
common stock during November and December alone. Through yesterday, we repurchased almost $750 million worth 
of TWC common stock. Even after returning capital to shareholders, our year-end net debt and preferred equity totaled 
$20.4 billion, a reduction of $1.2 billion from year-end 2009. Our leverage ratio at year end was 2.96x. 

And last, but certainly not least, as Glenn discussed, we're very pleased to have announced this morning a 20% 
increase in our quarterly dividend to $0.48 per share. That's $1.92 per share on an annualized basis, which at 
yesterday's closing stock price represents a 2.8% dividend yield. 

So to summarize. We performed very well in 2010 from an operational and financial perspective. We generated 
substantial free cash flow, invested in our business for future growth and returned a significant amount of capital to 
shareholders. And we entered 2011 well-positioned to compete and to deliver strong growth in operating income, free 
cash flow and EPS. 

Thank you. And with that, I'll turn it over to Tom for the Q&A portion of the call. 

Tom Robey 

Thanks, Rob. Candy, we're ready for Q&A. We would ask that each caller ask just a single question so that we can 
accommodate as many callers as time permits. First question, please? 
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Question-and-Answer Session 

Operator 

Our first question is from Craig Moffett, Sanford Bernstein. 

Craig Moffett - Bernstein Research 

I'm going to break the rule and see if I can ask two. One is, I just wanted to see if you could update us on your thinking 
about usage-based pricing with the SEC having expressly validated usage-based pricing as a strategy. And then if you 
could also update us on your thinking about Clearwire and your own holdings in the AWS spectrum. 

Glenn Britt 

Craig, this is Glenn. I'll take both of those. First of all, on usage-based pricing, I think I've been pretty consistent over 
several years on that. The good thing about broadband is that the usage is growing very rapidly as it has ever since we 
started the business in 1996. So people are finding it more useful. They're doing different things that make their lives 
better. That has, and will over time, require incremental investment by all of the infrastructure providers. And I think that 
implies that over time, as speeds get faster and faster and what have you, that there'll be upwards pressure on prices. I 
think a corollary of that is there is clearly a distribution in how people use the Internet. Some use it a lot more, some use 
it a lot less. And I think you're going to see over time that people who use it less will desire and expect to pay less than 
people who use it more. For our part, obviously, we paid attention to the announcements by the SEC. We're watching 
the market, and you are seeing in the wireless space, the beginnings of volume-based pricing. So we'll keep touching 
that and stay tuned. On wireless, again, I think we've been pretty consistent. We are basically exploring whether 
packaging wireless data with our Wireline offerings is something that consumers want and if there's a formula that 
people want. So we're trying different models, different products, what have you. And to date, I would say our results 
are not very impressive and pretty inconclusive. So we're going to stick with that for a while. We're trying to spend not 
too much money while we're doing it. So that's basically what we're up to. 

Robert Marcus 

Craig, on the AWS spectrum, we have no current plans to divest of the spectrum or otherwise monetize it. And at this 
moment in time, we don't have specific plans to utilize it either. What I will say is that notwithstanding all that, we're 
always keeping our eye on what the market for spectrum is, and I would note the recent AT&T acquisition of the media 
flow spectrum from QUALCOMM, and I think the price was somewhere in the mid-$0.80 per megahertz pop, which is a 
pretty healthy number and certainly, more than what we paid for the AWS spectrum. And I would concede it's not 
exactly comparable spectrum, but I think it certainly bodes well for the value of what we're holding. 

Operator 

Next question, Jason Bazinet, Citi. 

Jason Bazinet - Citigroup Inc 

I just have one question for anyone that would like to answer it. As far back as I can remember, the mix of sort of 
bundled customers versus Single Play has been pretty consistent with bundling rising and Single Play subs falling. This 
seems to be the first quarter where we saw sort of an inflection point where the Single Play subs actually increased. 
And I was just wondering, do you view that as an inflection point and indicative of broader trends? And if so, what trend 
are you seeing? 

Robert Marcus 

Yes, Jason, I think that what you're reacting to are some adjustments we made to our subscriber metrics in the quarter. 
In fact, bundled subs increased in the quarter and Single Play subs declined. The reason in the trending schedule as 
you might see that the percentage didn't increase is that we adjusted our sub-numbers, and this doesn't flow through 
the net add calculation, just affects the pending subs. But we decreased the number of Triple Play subs and increased 
our customer relationships, so both the numerator and denominator resulted in a lower-bundled percentage. But that's 
not reflective of activity in the quarter. As part of our consolidation into two regions, we're doing some work to 
standardize our subscriber counting methodologies and work to standardize across various instances of our billing 
systems, and that resulted in the adjustments to the sub counts . But it's really not reflective of what's going on 
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organically in the business. Bundles continue to increase. 

Operator 

Next, Richard Greenfield, BTIG. 

Richard Greenfield - BTIG, LLC 

Question on the broadband side of the equation. Could you comment on whether you get paid right now by CDNs like 
Level 3 and Akamai, and whether as more and more video traffic gets dropped off at your door, whether charging for it 
or charging more for it is actually an opportunity, Netflix commented on this issue last time in their conference call, and 
so I was curious for your thoughts on the matter. And then just in terms of housekeeping, Rob, did you say that free 
cash flow would be up double digits from the $2,284 that was reported this year? And then you also just stopped 
reporting digital videos subs, I assume that was on purpose? 

Glenn Britt 

Well, let me deal with the first one, and then Rob can answer the second. There's been a lot of reading about Internet 
backbone economics recently in CDNs. And I think there's a lot of confusion about it. And quite frankly, the way that the 
economics of the money back and fourth is pretty arcane. But I think to simplify it, just start with the idea of the Internet 
is a collection of a bunch of privately-owned networks that are interconnected using standards. That's all it is, there's 
nothing -- the Internet per se doesn't exist. It's a collection of things. So each of these private networks generates traffic 
and receives traffic, and has different negotiated relationships with the people that it interconnects with. In general, if 
somebody is handing off and receiving roughly equivalent amounts of traffic, there's also an agreement not to charge 
because the bookkeeping is more expensive than what it's worth. But usually, if the traffic is out of balance, then 
whoever is delivering more traffic pays the other party. Again, I'm making broad generalizations. So that's how it works. 
And in the world of telecom, that's quite common, and that's how it's worked for many, many years. So there's nothing 
really new here other than people were delving into it in public more than they have before. 

Richard Greenfield - BTIG, LLC 

Well, but Glenn, it seems like there's an opportunity where the incoming traffic is a lot larger than the outgoing traffic, 
just given the explosion of video. And so is it fair to say that the opportunity to start getting paid more for that imbalance 
on your end is a substantial opportunity over the next couple of years? 

Glenn Britt 

I don't know if it's substantial. Again, the other interesting thing about it is the amounts of money that change hands in 
this whole space are pretty small. So it's something, but I would not say it's material or a big deal. And quite frankly, the 
fuss that's been made about it in the press is way overblown relative to the dollars involved. 

Robert Marcus 

Rich, on the two other questions you asked, the answer is yes, we're talking about double-digit free cash flow growth 
over the $2,284 that we disclosed for 2010. And as for Digital Video subscribers, while we haven't been proactively 
placing as much emphasis on digital recently, we added 6,000 digital customers. So we're not trying to be secretive 
about it in any way. It's just with certain markets becoming all-digital, it's just a less relevant number. 

Operator 

Next, John Hodulik, UBS. 

John Hodulik - UBS Investment Bank 

First, quickly, on the buyback, I may have missed it. But is this a good rate going forward for us to sort of factor that into 
the numbers? Then Glenn, you talked a little bit at the beginning about the move to use more consumer electronics in 
the home as opposed to a set-top boxes. Could you talk a little bit more about that initiative and maybe what the 
benefits you might see from both the financial and operational standpoint?
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Glenn Britt 

Sure, let me take the second one, and I'll refer the first one back to Rob. If you step way back from all of this, the only 
reason we have set-top boxes is that there are a vast array of TV receivers in place in people's homes. And most of 
them, historically, can't receive and display all of our services because they don't really have any intelligence. They're 
just display devices. And they receive all different -- they use all different standards and they have different kinds of 
input places and what have you. So the only reason we have set-top boxes is to make sure that our services can be 
displayed. So the set-top boxes have intelligence, they can do things like display program guides, and they can also 
decrypt signals that are encrypted for piracy protection. What we are seeing is a new generation of consumer 
electronics devices that have intelligence in them. And I think that's just going to get more and more as we go forward. 
That's number one. And number two, they are standardizing around a series of hardware inputs and around Internet 
Protocol, which is nothing but a bunch of standards. So that means that we can deliver television to those devices and 
deliver new innovative user interfaces that can be changed rapidly using these standards, so in effect, you get rid of the 
need for a set-top box, which we would just as soon not have in the first place. I think that we demonstrated this at CES. 
So couple of consumer benefits. One is, all of these devices, and there's an array of them, it's not just TVs, but it's 
tablets like the iPad and the Galaxy Tablet and so on. Blu-ray players now have this intelligence in them. So you're 
beginning to see, you can see video on any video display in the home. And all we have to do is simulcast using IP 
standards, just like we simulcast on analog and paid digital today. And then, we need to be able to redo our user 
interface very rapidly, which we can using our IP Internet kind of standard. So I think this is a win-win for the consumer. 
And for us, over a very long time period, as these devices replace all of the TVs that are in people's homes today, which 
is obviously a couple of decades at the minimum. But over a very long time period, we may be able to not have set-tops 
at all. And that means a less capital-intensive business, fewer service goals and happier consumers. So I think this is all 
good. 

Robert Marcus 

John, on the buyback question, I'm going to more or less say what I said on the third quarter call, when we announced 
the original authorization. We're going to disclose what we bought in each quarter in hindsight, but we're really not going 
to say much about going forward purchasing plans, except to say that the guiding principle here is managing the 
balance sheet to 3.25x, and that continues to be the driver. 

Operator 

Next, Ben Swinburne of Morgan Stanley. 

Benjamin Swinburne - Morgan Stanley 

Glenn, I wanted to ask you about -- you made a lot of comments over the years about sort of arguing why the media 
companies should behave in a way that protects the broader ecosystem. And I think all those arguments make a lot of 
sense. And so when you sit here today and look at where we are, and shortly after you did your Disney deal, they did a 
deal with Netflix, I think Netflix added like 5 million, 5.5 million gross adds last quarter, over 1/3 were streaming only. 
And so I'm just wondering if you think that the industry is becoming more or less aligned? There is also an article in the 
Journal about Hulu launching a sort of virtual cable operator product if they can convince their owners to do it. And 
actually, when you think about your IP-delivered video service you were just talking about in the last question, and 
certainly, a lot of people could probably do that who don't necessarily own a network to sort of play the string out. So 
just curious, when you think about where the media companies are in your negotiations and you think about the 
contracts you're signing, are we in a better place or worse place than we were six, nine months ago? And what do you 
think is happening at the customer level as we get all these internet-connected TVs sold? And obviously, your product 
development path is aimed at trying to address a lot of that. I just wanted to get your thoughts on that big topic? 

Glenn Britt 

Sure. I think as whenever there's a lot of new technology running around, there's always a lot of confusion on all sides. 
So I think everybody in this space is a little confused about what's going to happen including consumers and 
companies, investors, et cetera. I actually think -- and we go through waves of this and we certainly went through one in 
the late '90s, and everybody gets enamored with new things. I think it is useful to step back and think about it all on a 
common sense way. So if you think about all forms of media, they are delivered in some physical way, going back to 
movies and movie theaters. And historically, those two -- the retailer sort of bundled together the content and the 
physicality. You don't go to a movie theater and pay one price to rent the seat and another one to buy the movie. You 
buy a ticket and you get both. So all of the things you're talking about are really attempts to separate the sale of content 
from the sale of the physical infrastructure. You need both. You can't survive without both. And really, what's happening 
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is you're creating new middleman in a business that if you start at the production level, there's already a whole lot of 
middlemen. And I think the question is whether there is any real value added there by creating yet a new group of 
middlemen. And maybe all they have is better user interfaces, which is why we're addressing that. So I think it's all very 
alluring, but I think when you step back and say what's really going on here? Is there any real value being created? And 
therefore, is it sustainable? I think it's pretty questionable. So we'll see how it plays out, again, uses our infrastructure. 
So it's not a horrible thing for us at the end of today. 

Operator 

Next, Doug Mitchelson, Deutsche Bank. 

Douglas Mitchelson - Deutsche Bank AG 

I guess, first, Rob, if I aggregate your comments, it seems EBITDA margins in 2011 should be at least flat. Is that 
accurate? And sort of given the timing around Sprint and ESPN and political advertising throughout the quarters, are 
margins stable year-over-year throughout the year, or is there some volatility? And then not to take the over-the-top 
discussion too far, Glenn, but relative to the comments you just made, I would say Netflix certainly has created some 
value or new product in that. They're offering consumers content that they haven't been able to readily get at a price 
point that's pretty attractive. So, again, relative to your commentary, would you look at the content that Netflix has and 
think there's a business model for Time Warner Cable to acquire that content as well and offer to subscribers? Or do 
you think that maybe there will be some middlemen that create some incremental value? 

Glenn Britt 

Let me do the Netflix thing, and then Rob can do the margin question. I think it's dangerous to be too specific about a 
given company. But since you drove me into this, yes, Netflix started with a very clever model built on the first-sale 
doctrine. So I think most of you are familiar with that. But essentially, if you buy a DVD under the first-sale doctrine, you 
can rent it as many times as you physically can without paying for it again. So they're using a very clever interface on 
the web and the first-sale doctrine and the power of subscriptions, which we all know about. They built a wonderful 
business, which they now are trying to extend into online. And then the online part of that, what I said before, they have 
a wonderful interface, which anybody can hire a bunch of web designers and do that. I question what the ultimate value 
of that, what's the value add of what they're doing. So I'll stop with that. 

Robert Marcus 

Doug, on margins, I'm not going to be too specific about 2011 margins, I think you shouldn't expect any material 
deviation from what we have experienced over the last couple of years, and I'm certainly not going to get into quarter-
by-quarter margins. I think you know the puts and takes and what flows in when and can probably draw the right 
conclusions. 

Operator 

We have Jessica Reif Cohen, BofA Merrill Lynch. 

Jessica Cohen - BofA Merrill Lynch 

Two questions, first, I was wondering if you could put a little more -- be more specific on TV Everywhere? What rights 
do you have for streaming outside of the home? And generally, just talk about your plans, your specific plans. And then 
on the subtrends, data was obviously a little bit soft in the fourth quarter. Do you think that's the overall market or is 
there a share shift going on between competitors? And Bob, you specifically -- you know, you said on the Q1 subtrends 
that -- I just wondering if your comment was across all product categories? Because if so, it seems like there'll be 
healthy sequential improvement at least in data and voice. So if you could just give a little more color on that, that would 
be great. 

Glenn Britt 

Jessica, I'll start with the TV Everywhere question. We have launched with the ESPN product, and I think I see TV 
Everywhere from the distributor view point as just a piece of offering services that are more flexible and give consumers 
more control. Meaning, that they get to see their video on every device and whenever they want and they have access 
to ever broader announced material. TV Everywhere is really directed at viewing over the Internet outside of the home. 
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And in order to do that, we need to negotiate with all the rights holders. So we're engaged in doing that. I think there's 
been a lot of confusion about it. And there'll be more to come. And I know other distributors have made deals with 
different people than we have. So it's underway, but it's not quite there yet. The technology is not an issue, by the way. 
Rob, do you want to... 

Robert Marcus 

Yes, on data subs, I'm not sure I would agree, Jessica, with the characterization of the data net adds as soft. We did 
add another 94,000 units, comparing them to Verizon's HSD net adds yesterday, I think we were about twice as many 
on a footprint-adjusted basis, haven't had a chance to digest the AT&T numbers yet, but at least with respect to what we 
had through yesterday, performing comparatively well. And we did that well improving the mix and improving the ARPU. 
So we feel pretty good about HSD. In terms of your comment about extrapolating from my comments on January, I 
would counsel against that. While the comment I made about January looking like January of last year applies to all of 
the PSUs. Again, I would mention that, really, most of the net add activity last year was in February and March. So I 
think we have to wait for the months to play out. 

Operator 

Next, Laura Martin, Needham. 

Laura Martin - Needham & Company, LLC 

I want to look at capital spending here for a little bit. Lot of these capital spending numbers down 17% in the quarter and 
down 9% for the full year. And it occurred to me when we were talking about the commercial revenue, with commercial 
revenue at $300 million and $1.1 billion for the year. That capital spending, not only is going down, but is becoming 
more efficient. It feels like the capital efficiency is getting better. So, I'm interested, you said full year CapEx will be 
below $3 billion. I'm actually interested in you guys talking about the return on that capital, feels like it's going up as the 
mix shift away from residential and towards commercial. So if you could give us guidance on that, that would be 
interesting. And then, Glenn, when you we're going into your answer when you're talking about CES stuff, one of the 
questions that raised to my mind is, is there some reason you're constrained to your own footprint in this over-the-top 
solution that you were talking about at CES? Can you actually deliver this through the CE devices to a Comcast home, 
to their iTablet? Or is there some reason that this new technology to the CE continues to limit you to your existing cable 
footprint? 

Glenn Britt 

Let me deal with the last one, and then on the capital spending issue, there is a lot of moving pieces there, so I'm going 
to let Rob deal with that one. The answer to the question about the CE devices is that right now, we purchase the rights 
from the content companies to distribute programming inside our cable footprint. So that's what we're talking about 
doing. Clearly, as I think a couple of people pointed out earlier, this technology allows you to distribute beyond 
somebody's footprint over the public Internet. But that's quite different than what we're doing. We're using Internet 
standards, but we're using it within our cable system, and it's not the public Internet. 

Robert Marcus 

Laura, on the CapEx point, I agree with your takeaway. Not surprisingly, we've been investing in the Commercial 
business for the last couple of years fairly heavily, and we're now really starting to see the benefits of that investment. 
And as with any business that sort of has been an investment cycle. Once you start to generate revenue from the 
investments that you've made, you see a more favorable relationship between returns in the capital you're spending. So 
I think your takeaway is 100% spot on. 

Laura Martin - Needham & Company, LLC 

So with dollar invested in commercial, does it have twice the return on capital than residential or 50% better return? 

Robert Marcus 

I actually thought you were talking relatively speaking commercial against commercial. The returns on commercial, I've 
mentioned this before, the margins on the Commercial business are better. The capital profile is a little bit different. But 
on balance, I think your second point, which is that commercial returns on capital are better than residential are also 
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accurate. I'm not going to give you a multiple. 

Operator 

Next, Stefan Anninger, Credit Suisse. 

Stefan Anninger - Crédit Suisse AG 

So you've seen very nice ARPU growth in HSD, and I believe you mentioned 3% growth as 4Q's residential growth. 
Can you talk a little bit about your continued ability to take price increases on your HSD products in 2011 and beyond? 
And then just a quick follow-up and you may be hesitant to do this given your discussion earlier about margins, but 
could you provide a bit of guidance as to how to think about the long-term potential for voice margin improvement as 
you move away from your agreement with Sprint? 

Robert Marcus 

Okay, so on HSD price increases, first of all, I would mention that the ARPU improvement in residential HSD in 
particular is the product of two phenomena, one is the price increases, the other is that we are seeing improved mix in 
our HSD subscriber base towards the higher speed tiers, which generate more revenue dollars. On price increases, I 
think Glenn hit this in various of his comments. But as customers continue to use HSD for more bandwidth-intensive 
applications and require more and more speed and place a greater value in short on what it is we're offering, it stands to 
reason that, that value will correlate with their willingness to pay more for the service. So we feel that, that should drive 
an ability to increase prices going forward. With respect to voice, the process by which we migrate away from the Sprint 
contract and onto our own platform for providing support functions will occur over really the next four years through 
2014. So the first year where we'll see the full run rate, full year benefit of the entire project is 2015. And what I've said 
is that when we get to that point in time, we'll see our voice costs essentially cut in half. It's probably best to speak of it 
in those terms because margins carry with it some assumptions about revenue, and I don't think we're prepared to 
make those assumptions over a five-year time horizon. 

Operator 

Jason Armstrong, Goldman Sachs. 

Jason Armstrong - Goldman Sachs Group Inc. 

Can you comment on early uptake you're seeing in the TV Essentials package, and maybe help us think through the 
path here in terms of the push into other markets. And then, does it make sense to evolve it into maybe a package 
essentials with low-end broadband or look for different varieties that maybe have a bit more category depth in terms of 
video content? 

Glenn Britt 

Those are all good questions, and it's really too early to address -- it's not too early to address them, but it's really too 
early to talk about it. We're testing this in two markets, in New York and in Northeast Ohio. The tests are not that old at 
this point, so stay tuned. We'll report back when we have more data. 

Tom Robey 

Candy, I think that's probably all we have time for this morning. Thanks, gentlemen, for joining us. 

Operator 

Thank you. That does conclude today's conference. You may disconnect at this time. 
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ANTITRUST GUIDELINES FOR
COLLABORATIONS AMONG COMPETITORS

PREAMBLE

In order to compete in modern markets, competitors sometimes need to collaborate.  Competitive
forces are driving firms toward complex collaborations to achieve goals such as expanding into
foreign markets, funding expensive innovation efforts, and lowering production and other costs.

Such collaborations often are not only benign but procompetitive.  Indeed, in the last two
decades, the federal antitrust agencies have brought relatively few civil cases against competitor
collaborations.  Nevertheless, a perception that antitrust laws are skeptical about agreements
among actual or potential competitors may deter the development of procompetitive
collaborations.1

To provide guidance to business people, the Federal Trade Commission (“FTC”) and the U.S. 
Department of Justice (“DOJ”) (collectively, “the Agencies”) previously issued guidelines
addressing several special circumstances in which antitrust issues related to competitor
collaborations may arise.2  But none of these Guidelines represents a general statement of the
Agencies’ analytical approach to competitor collaborations.  The increasing varieties and use of
competitor collaborations have yielded requests for improved clarity regarding their treatment
under the antitrust laws.

The new Antitrust Guidelines for Collaborations among Competitors (“Competitor
Collaboration Guidelines”) are intended to explain how the Agencies analyze certain antitrust
issues raised by collaborations among competitors.  Competitor collaborations and the market
circumstances in which they operate vary widely.  No set of guidelines can provide specific



3  These Guidelines neither describe how the Agencies litigate cases nor assign burdens of
proof or production.

4  The analytical framework set forth in these Guidelines is consistent with the analytical
frameworks in the Health Care Statements and the Intellectual Property Guidelines, which
remain in effect to address issues in their special contexts. 

5   These Guidelines take into account neither the possible effects of competitor
collaborations in foreclosing or limiting competition by rivals not participating in a collaboration
nor the possible anticompetitive effects of standard setting in the context of competitor
collaborations.  Nevertheless, these effects may be of concern to the Agencies and may prompt
enforcement actions.

6  Firms also may be in a buyer-seller or other relationship, but that does not eliminate the
need to examine the competitor relationship, if present.  A firm is treated as a potential competitor
if there is evidence that entry by that firm is reasonably probable in the absence of the relevant
agreement, or that competitively significant decisions by actual competitors are constrained by
concerns that anticompetitive conduct likely would induce the firm to enter.
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answers to every antitrust question that might arise from a competitor collaboration.  These
Guidelines describe an analytical framework to assist businesses in assessing the likelihood of an
antitrust challenge to a collaboration with one or more competitors.  They should enable
businesses to evaluate proposed transactions with greater understanding of possible antitrust
implications, thus encouraging procompetitive collaborations, deterring collaborations likely to
harm competition and consumers, and facilitating the Agencies’ investigations of collaborations.

SECTION 1:  PURPOSE, DEFINITIONS, AND OVERVIEW

1.1  Purpose and Definitions 

These Guidelines state the antitrust enforcement policy of the Agencies with respect to competitor
collaborations.  By stating their general policy, the Agencies hope to assist businesses in assessing
whether the Agencies will challenge a competitor collaboration or any of the agreements of which
it is comprised.3  However, these Guidelines cannot remove judgment and discretion in antitrust
law enforcement.  The Agencies evaluate each case in light of its own facts and apply the
analytical framework set forth in these Guidelines reasonably and flexibly.4

A “competitor collaboration” comprises a set of one or more agreements, other than merger
agreements, between or among competitors to engage in economic activity, and the economic
activity resulting therefrom.5  “Competitors” encompasses both actual and potential competitors.6 
Competitor collaborations involve one or more business activities, such as research and
development (“R&D”), production, marketing, distribution, sales or purchasing.  Information
sharing and various trade association activities also may take place through competitor



7  See National Soc’y of Prof’l. Eng’rs v. United States, 435 U.S. 679, 692 (1978).

8  See FTC v. Superior Court Trial Lawyers Ass’n, 493 U.S. 411, 432-36 (1990).

9  See California Dental Ass’n v. FTC,  119 S. Ct. 1604, 1617-18 (1999); FTC v. Indiana
Fed’n of Dentists, 476 U.S. 447, 459-61 (1986); National Collegiate Athletic Ass’n v. Board of
Regents of the Univ. of Okla., 468 U.S. 85, 104-13 (1984).
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collaborations. 

These Guidelines use the terms “anticompetitive harm,” “procompetitive benefit,” and “overall
competitive effect” in analyzing the competitive effects of agreements among competitors.  All of
these terms include actual and likely competitive effects.  The Guidelines use the term
“anticompetitive harm” to refer to an agreement’s adverse competitive consequences, without
taking account of offsetting procompetitive benefits.  Conversely, the term “procompetitive
benefit” refers to an agreement’s favorable competitive consequences, without taking account of
its anticompetitive harm.  The terms “overall competitive effect” or “competitive effect” are used
in discussing the combination of an agreement’s anticompetitive harm and procompetitive benefit.
  
1.2 Overview of Analytical Framework

Two types of analysis are used by the Supreme Court to determine the lawfulness of an agreement
among competitors:  per se and rule of reason.7  Certain types of agreements are so likely to harm
competition and to have no significant procompetitive benefit that they do not warrant the time
and expense required for particularized inquiry into their effects.  Once identified, such
agreements are challenged as per se unlawful.8  All other agreements are evaluated under the rule
of reason, which involves a factual inquiry into an agreement’s overall competitive effect.   As the
Supreme Court has explained, rule of reason analysis entails a flexible inquiry and varies in focus
and detail depending on the nature of the agreement and market circumstances.9

This overview briefly sets forth questions and factors that the Agencies assess in analyzing an
agreement among competitors.  The rest of the Guidelines should be consulted for the detailed
definitions and discussion that underlie this analysis.

Agreements Challenged as Per Se Illegal.  Agreements of a type that always or almost
always tends to raise price or to reduce output are per se illegal.  The Agencies challenge such
agreements, once identified, as per se illegal.  Types of agreements that have been held per se
illegal include agreements among competitors to fix prices or output, rig bids, or share or divide
markets by allocating customers, suppliers, territories, or lines of commerce.  The courts
conclusively presume such agreements, once identified, to be illegal, without inquiring into their
claimed business purposes, anticompetitive harms, procompetitive benefits, or overall competitive
effects.  The Department of Justice prosecutes participants in hard-core cartel agreements
criminally.
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Agreements Analyzed under the Rule of Reason.  Agreements not challenged as per se
illegal are analyzed under the rule of reason to determine their overall competitive effect.  These
include agreements of a type that otherwise might be considered per se illegal, provided they are
reasonably related to, and reasonably necessary to achieve procompetitive benefits from, an
efficiency-enhancing integration of economic activity.

Rule of reason analysis focuses on the state of competition with, as compared to without, the
relevant agreement.  The central question is whether the relevant agreement likely harms
competition by increasing the ability or incentive profitably to raise price above or reduce output,
quality, service, or innovation below what likely would prevail in the absence of the relevant
agreement.

Rule of reason analysis entails a flexible inquiry and varies in focus and detail depending on the
nature of the agreement and market circumstances.  The Agencies focus on only those factors,
and undertake only that factual inquiry, necessary to make a sound determination of the overall
competitive effect of the relevant agreement.  Ordinarily, however, no one factor is dispositive in
the analysis. 

The Agencies’ analysis begins with an examination of the nature of the relevant agreement.  As
part of this examination, the Agencies ask about the business purpose of the agreement and
examine whether the agreement, if already in operation, has caused anticompetitive harm.  In
some cases, the nature of the agreement and the absence of market power together may
demonstrate the absence of anticompetitive harm.  In such cases, the Agencies do not challenge
the agreement.  Alternatively, where the likelihood of anticompetitive harm is evident from the
nature of the agreement, or anticompetitive harm has resulted from an agreement already in
operation, then, absent overriding benefits that could offset the anticompetitive harm, the
Agencies challenge such agreements without a detailed market analysis.

If the initial examination of the nature of the agreement indicates possible competitive concerns,
but the agreement is not one that would be challenged without a detailed market analysis,  the
Agencies analyze the agreement in greater depth.  The Agencies typically define relevant markets
and calculate market shares and concentration as an initial step in assessing whether the
agreement may create or increase market power or facilitate its exercise.  The Agencies examine
the extent to which the participants and the collaboration have the ability and incentive to
compete independently.  The Agencies also evaluate other market circumstances, e.g. entry, that
may foster or prevent anticompetitive harms.

If the examination of these factors indicates no potential for anticompetitive harm, the Agencies
end the investigation without considering procompetitive benefits.  If investigation indicates
anticompetitive harm, the Agencies examine whether the relevant agreement is reasonably
necessary to achieve procompetitive benefits that likely would offset anticompetitive harms.  

 1.3  Competitor Collaborations Distinguished from Mergers



10  In general, the Agencies use ten years as a term indicating sufficient permanence to
justify treatment of a competitor collaboration as analogous to a merger.  The length of this term
may vary, however, depending on industry-specific circumstances, such as technology life cycles.

11  This definition, however, does not determine obligations arising under the Hart-Scott-
Rodino Antitrust Improvements Act of 1976, 15 U.S.C. § 18a.

12  Examples illustrating this and other points set forth in these Guidelines are included in
the Appendix.
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The competitive effects from competitor collaborations may differ from those of mergers due to a
number of factors.  Most mergers completely end competition between the merging parties in the
relevant market(s).  By contrast, most competitor collaborations preserve some form of
competition among the participants.  This remaining competition may reduce competitive
concerns, but also may raise questions about whether participants have agreed to anticompetitive
restraints on the remaining competition.

Mergers are designed to be permanent, while competitor collaborations are more typically of
limited duration.  Thus, participants in a collaboration typically remain potential competitors, even
if they are not actual competitors for certain purposes (e.g., R&D) during the collaboration.  The
potential for future competition between participants in a collaboration requires antitrust scrutiny
different from that required for mergers.

Nonetheless, in some cases, competitor collaborations have competitive effects identical to those
that would arise if the participants merged in whole or in part.  The Agencies treat a competitor
collaboration as a horizontal merger in a relevant market and analyze the collaboration pursuant
to the Horizontal Merger Guidelines if appropriate, which ordinarily is when:  (a) the participants
are competitors in that relevant market; (b) the formation of the collaboration involves an
efficiency-enhancing integration of economic activity in the relevant market; (c) the integration
eliminates all competition among the participants in the relevant market; and (d) the collaboration
does not terminate within a sufficiently limited period10 by its own specific and express terms.11 
Effects of the collaboration on competition in other markets are analyzed as appropriate under
these Guidelines or other applicable precedent.  See Example 1.12 

SECTION 2: GENERAL PRINCIPLES FOR EVALUATING AGREEMENTS 
AMONG COMPETITORS

2.1 Potential Procompetitive Benefits
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The Agencies recognize that consumers may benefit from competitor collaborations in a variety of
ways.  For example, a competitor collaboration may enable participants to offer goods or services
that are cheaper, more valuable to consumers, or brought to market faster than would be possible
absent the collaboration.  A collaboration may allow its participants to better use existing assets,
or may provide incentives for them to make output-enhancing investments that would not occur
absent the collaboration.  The potential efficiencies from competitor collaborations may be
achieved through a variety of contractual arrangements including joint ventures, trade or
professional associations, licensing arrangements, or strategic alliances.

Efficiency gains from competitor collaborations often stem from combinations of different
capabilities or resources.  For example, one participant may have special technical expertise that
usefully complements another participant’s manufacturing process, allowing the latter participant
to lower its production cost or improve the quality of its product.  In other instances, a
collaboration may facilitate the attainment of scale or scope economies beyond the reach of any
single participant.  For example, two firms may be able to combine their research or marketing
activities to lower their cost of bringing their products to market, or reduce the time needed to
develop and begin commercial sales of new products.  Consumers may benefit from these
collaborations as the participants are able to lower prices, improve quality, or bring new products
to market faster.

2.2 Potential Anticompetitive Harms

Competitor collaborations may harm competition and consumers by increasing the ability or
incentive profitably to raise price above or reduce output, quality, service, or innovation below
what likely would prevail in the absence of the relevant agreement.  Such effects may arise
through a variety of mechanisms.  Among other things, agreements may limit independent
decision making or combine the control of or financial interests in production, key assets, or
decisions regarding price, output, or other competitively sensitive variables, or may otherwise
reduce the participants’ ability or incentive to compete independently.

Competitor collaborations also may facilitate explicit or tacit collusion through facilitating
practices such as the exchange or disclosure of competitively sensitive information or through
increased market concentration.  Such collusion may involve the relevant market in which the
collaboration operates or another market in which the participants in the collaboration are actual
or potential competitors.

2.3 Analysis of the Overall Collaboration and the Agreements of Which It Consists

A competitor collaboration comprises a set of one or more agreements, other than merger
agreements, between or among competitors to engage in economic activity, and the economic
activity resulting therefrom.  In general, the Agencies assess the competitive effects of the overall



13  See Continental TV, Inc. v. GTE Sylvania Inc., 433 U.S. 36, 50 n.16 (1977).

14  See Superior Court Trial Lawyers Ass’n, 493 U.S. at 432-36.
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collaboration and any individual agreement or set of agreements within the collaboration that may
harm competition.  For purposes of these Guidelines, the phrase “relevant agreement” refers to
whichever of these three – the overall collaboration, an individual agreement, or a set of
agreements – the evaluating Agency is assessing.  Two or more agreements are assessed together
if their procompetitive benefits or anticompetitive harms are so intertwined that they cannot
meaningfully be isolated and attributed to any individual agreement.   See Example 2. 

2.4 Competitive Effects Are Assessed as of the Time of Possible Harm to Competition

The competitive effects of a relevant agreement may change over time, depending on changes in
circumstances such as internal reorganization, adoption of new agreements as part of the
collaboration, addition or departure of participants, new market conditions, or changes in market
share.  The Agencies assess the competitive effects of a relevant agreement as of the time of
possible harm to competition, whether at formation of the collaboration or at a later time, as
appropriate.  See Example 3.  However, an assessment after a collaboration has been formed is
sensitive to the reasonable expectations of participants whose significant sunk cost investments in
reliance on the relevant agreement were made before it became anticompetitive.

SECTION 3: ANALYTICAL FRAMEWORK FOR EVALUATING AGREEMENTS
AMONG COMPETITORS

3.1 Introduction

Section 3 sets forth the analytical framework that the Agencies use to evaluate the competitive
effects of a competitor collaboration and the agreements of which it consists.  Certain types of
agreements are so likely to be harmful to competition and to have no significant benefits that they
do not warrant the time and expense required for particularized inquiry into their effects.13  Once
identified, such agreements are challenged as per se illegal.14

Agreements not challenged as per se illegal are analyzed under the rule of reason.  Rule of reason
analysis focuses on the state of competition with, as compared to without, the relevant agreement. 
Under the rule of reason, the central question is whether the relevant agreement likely harms
competition by increasing the ability or incentive profitably to raise price above or reduce output,
quality, service, or innovation below what likely would prevail in the absence of the relevant
agreement.  Given the great variety of competitor collaborations, rule of reason analysis entails a
flexible inquiry and varies in focus and detail depending on the nature of the agreement and
market circumstances.  Rule of reason analysis focuses on only those factors, and undertakes only
the degree of factual inquiry, necessary to assess accurately the overall competitive effect of the



15  See California Dental Ass’n, 119 S. Ct. at 1617-18; Indiana Fed’n of Dentists, 476
U.S. at 459-61; NCAA, 468 U.S. at 104-13.

16  See Broadcast Music, Inc. v. Columbia Broadcasting Sys., 441 U.S. 1, 19-20 (1979).

17  See, e.g., Palmer v. BRG of Georgia, Inc., 498 U.S. 46 (1990) (market allocation);
United States v. Trenton Potteries Co., 273 U.S. 392 (1927) (price fixing).

18  See Arizona v. Maricopa County Medical Soc’y, 457 U.S. 332, 339 n.7, 356-57 (1982)
(finding no integration).
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relevant agreement.15

3.2 Agreements Challenged as Per Se Illegal

Agreements of a type that always or almost always tends to raise price or reduce output are per se
illegal.16  The Agencies challenge such agreements, once identified, as per se illegal.  Typically
these are agreements not to compete on price or output.  Types of agreements that have been held
per se illegal include agreements among competitors to fix prices or output, rig bids, or share or
divide markets by allocating customers, suppliers, territories or lines of commerce.17  The courts
conclusively presume such agreements, once identified, to be illegal, without inquiring into their
claimed business purposes, anticompetitive harms, procompetitive benefits, or overall competitive
effects.  The Department of Justice prosecutes participants in hard-core cartel agreements
criminally.

If, however, participants in an efficiency-enhancing integration of economic activity enter into an
agreement that is reasonably related to the integration and reasonably necessary to achieve its
procompetitive benefits, the Agencies analyze the agreement under the rule of reason, even if it is
of a type that might otherwise be considered per se illegal.18  See Example 4.  In an efficiency-
enhancing integration, participants collaborate to perform or cause to be performed (by a joint
venture entity created by the collaboration or by one or more participants or by a third party
acting on behalf of other participants) one or more business functions, such as production,
distribution, marketing, purchasing or R&D, and thereby benefit, or potentially benefit, consumers
by expanding output, reducing price, or enhancing quality, service, or innovation.  Participants in
an efficiency-enhancing integration typically combine, by contract or otherwise, significant capital,
technology, or other complementary assets to achieve procompetitive benefits that the
participants could not achieve separately.  The mere coordination of decisions on price, output,
customers, territories, and the like is not integration, and cost savings without integration are not
a basis for avoiding per se condemnation.  The integration must be of a type that plausibly would
generate procompetitive benefits cognizable under the efficiencies analysis set forth in Section
3.36 below.  Such procompetitive benefits may enhance the participants’ ability or incentives to
compete and thus may offset an agreement’s anticompetitive tendencies.  See Examples 5 through
7.



19  See id. at 352-53 (observing that even if a maximum fee schedule for physicians’
services were desirable, it was not necessary that the schedule be established by physicians rather
than by insurers); Broadcast Music, 441 U.S. at 20-21 (setting of price “necessary” for the
blanket license). 

20  See Maricopa, 457 U.S. at 352-53, 356-57 (scrutinizing the defendant medical
foundations for indicia of integration and evaluating the record evidence regarding less restrictive
alternatives).

21  See Indiana Fed’n of Dentists, 476 U.S. at 463-64; NCAA, 468 U.S. at 116-17; Prof’l.
Eng’rs, 435 U.S. at 693-96.  Other claims, such as an absence of market power, are no defense to
per se illegality.   See Superior Court Trial Lawyers Ass’n, 493 U.S. at 434-36; United States v.
Socony-Vacuum Oil Co., 310 U.S. 150, 224-26 & n.59 (1940).

22  See Timken Roller Bearing Co. v. United States, 341 U.S. 593, 598 (1951).
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An agreement may be “reasonably necessary” without being essential.  However, if the
participants could achieve an equivalent or comparable efficiency-enhancing integration through
practical, significantly less restrictive means, then the Agencies conclude that the agreement is not
reasonably necessary.19  In making this assessment, except in unusual circumstances, the Agencies
consider whether practical, significantly less restrictive means were reasonably available when the
agreement was entered into, but do not search for a theoretically less restrictive alternative that
was not practical given the business realities.    

Before accepting a claim that an agreement is reasonably necessary to achieve procompetitive
benefits from an integration of economic activity, the Agencies undertake a limited factual inquiry
to evaluate the claim.20   Such an inquiry may reveal that efficiencies from an agreement that are
possible in theory are not plausible in the context of the particular collaboration.  Some claims –
such as those premised on the notion that competition itself is unreasonable – are insufficient as a
matter of law,21 and others may be implausible on their face.  In any case, labeling an arrangement
a “joint venture” will not protect what is merely a device to raise price or restrict output;22 the
nature of the conduct, not its designation, is determinative.    



23  In addition, concerns may arise where an agreement increases the ability or incentive of
buyers to exercise monopsony power.  See infra Section 3.31(a).

24  See California Dental Ass’n , 119 S. Ct. at 1612-13, 1617 (“What is required . . . is an
enquiry meet for the case, looking to the circumstances, details, and logic of a restraint.”); NCAA,
468 U.S. 109 n.39 (“the rule of reason can sometimes be applied in the twinkling of an eye”)
(quoting Phillip E. Areeda, The “Rule of Reason” in Antitrust Analysis: General Issues 37-38
(Federal Judicial Center, June 1981)).

25  See Board of Trade of the City of Chicago v. United States, 246 U.S. 231, 238 (1918).

26  That market power is absent may be determined without defining a relevant market.  
For example, if no market power is likely under any plausible market definition, it does not matter
which one is correct.  Alternatively, easy entry may indicate an absence of market power.

27  See California Dental Ass’n, 119 S. Ct. at 1612-13, 1617 (an “obvious anticompetitive
effect” would warrant quick condemnation); Indiana Fed’n of Dentists, 476 U.S. at 459; NCAA,
468 U.S. at 104, 106-10.
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3.3 Agreements Analyzed under the Rule of Reason

Agreements not challenged as per se illegal are analyzed under the rule of reason to determine
their overall competitive effect.  Rule of reason analysis focuses on the state of competition with,
as compared to without, the relevant agreement.  The central question is whether the relevant
agreement likely harms competition by increasing the ability or incentive profitably to raise price
above or reduce output, quality, service, or innovation below what likely would prevail in the
absence of the relevant agreement.23

Rule of reason analysis entails a flexible inquiry and varies in focus and detail depending on the
nature of the agreement and market circumstances.24  The Agencies focus on only those factors,
and undertake only that factual inquiry, necessary to make a sound determination of the overall
competitive effect of the relevant agreement.  Ordinarily, however, no one factor is dispositive in
the analysis. 

Under the rule of reason, the Agencies’ analysis begins with an examination of the nature of the
relevant agreement, since the nature of the agreement determines the types of anticompetitive
harms that may be of concern.  As part of this examination, the Agencies ask about the business
purpose of the agreement and examine whether the agreement, if already in operation, has caused
anticompetitive harm.25  If the nature of the agreement and the absence of market power26

together demonstrate the absence of anticompetitive harm, the Agencies do not challenge the
agreement.  See Example 8.  Alternatively, where the likelihood of anticompetitive harm is evident
from the nature of the agreement,27 or anticompetitive harm has resulted from an agreement



28  See Indiana Fed’n of Dentists, 476 U.S. at 460-61 (“Since the purpose of the inquiries
into market definition and market power is to determine whether an arrangement has the potential
for genuine adverse effects on competition, ‘proof of actual detrimental effects, such as a
reduction of output,’ can obviate the need for an inquiry into market power, which is but a
‘surrogate for detrimental effects.’”) (quoting 7 Phillip E. Areeda, Antitrust Law ¶ 1511, at  424
(1986)); NCAA, 468 U.S. at 104-08, 110 n.42.

29  See Indiana Fed’n of Dentists, 476 U.S. at 459-60 (condemning without “detailed
market analysis” an agreement to limit competition by withholding x-rays from patients’ insurers
after finding no competitive justification).

30  Market power to a seller is the ability profitably to maintain prices above competitive
levels for a significant period of time.  Sellers also may exercise market power with respect to
significant competitive dimensions other than price, such as quality, service, or innovation. 
Market power to a buyer is the ability profitably to depress the price paid for a product below the
competitive level for a significant period of time and thereby depress output. 

31  See Eastman Kodak Co. v. Image Technical Services, Inc., 504 U.S. 451, 464 (1992).

32  Compare NCAA, 468 U.S. at 113-15, 119-20 (noting that colleges were not permitted
to televise their own games without restraint), with Broadcast Music, 441 U.S. at 23-24 (finding
no legal or practical impediment to individual licenses).
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already in operation,28 then, absent overriding benefits that could offset the anticompetitive harm,
the Agencies challenge such agreements without a detailed market analysis.29  

If the initial examination of the nature of the agreement indicates possible competitive concerns,
but the agreement is not one that would be challenged without a detailed market analysis, the
Agencies analyze the agreement in greater depth.  The Agencies typically define relevant markets
and calculate market shares and concentration as an initial step in assessing whether the
agreement may create or increase market power30 or facilitate its exercise and thus poses risks to
competition.31  The Agencies examine factors relevant to the extent to which the participants and
the collaboration have the ability and incentive to compete independently, such as whether an
agreement is exclusive or non-exclusive and its duration.32  The Agencies also evaluate whether
entry would be timely, likely, and sufficient to deter or counteract any anticompetitive harms.  In
addition, the Agencies assess any other market circumstances that may foster or impede
anticompetitive harms.

If the examination of these factors indicates no potential for anticompetitive harm, the Agencies
end the investigation without considering procompetitive benefits.  If investigation indicates
anticompetitive harm, the Agencies examine whether the relevant agreement is reasonably



33  See NCAA, 468 U.S. at 113-15 (rejecting efficiency claims when production was
limited, not enhanced); Prof’l. Eng’rs, 435 U.S. at 696 (dictum) (distinguishing restraints that
promote competition from those that eliminate competition); Chicago Bd. of Trade, 246 U.S. at
238 (same).

34  As used in these Guidelines, “collusion” is not limited to conduct that involves an
agreement under the antitrust laws.  

35  Anticompetitive intent alone does not establish an antitrust violation, and
procompetitive intent does not preclude a violation.  See, e.g., Chicago Bd. of Trade, 246 U.S. at
238.  But extrinsic evidence of intent may aid in evaluating market power, the likelihood of
anticompetitive harm, and claimed procompetitive justifications where an agreement’s effects are
otherwise ambiguous.

36  See id.
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necessary to achieve procompetitive benefits that likely would offset anticompetitive harms.33

3.31 Nature of the Relevant Agreement:  Business Purpose, Operation in the
Marketplace and Possible Competitive Concerns

The nature of the agreement is relevant to whether it may cause anticompetitive harm.  For
example, by limiting independent decision making or combining control over or financial interests
in production, key assets, or decisions on price, output, or other competitively sensitive variables,
an agreement may create or increase market power or facilitate its exercise by the collaboration,
its participants, or both.  An agreement to limit independent decision making or to combine
control or financial interests may reduce the ability or incentive to compete independently.  An
agreement also may increase the likelihood of an exercise of market power by facilitating explicit
or tacit collusion,34 either through facilitating practices such as an exchange of competitively
sensitive information or through increased market concentration.

In examining the nature of the relevant agreement, the Agencies take into account inferences
about business purposes for the agreement that can be drawn from objective facts.  The Agencies
also consider evidence of the subjective intent of the participants to the extent that it sheds light
on competitive effects.35  The Agencies do not undertake a full analysis of procompetitive benefits
pursuant to Section 3.36 below, however, unless an anticompetitive harm appears likely.  
The Agencies also examine whether an agreement already in operation has caused 
anticompetitive harm.36  Anticompetitive harm may be observed, for example, if a competitor
collaboration successfully mandates new, anticompetitive conduct or successfully eliminates
procompetitive pre-collaboration conduct, such as withholding services that were desired by
consumers when offered in a competitive market.  If anticompetitive harm is found, examination
of market power ordinarily is not required.  In some cases, however, a determination of
anticompetitive harm may be informed by consideration of market power.



37  The NCRPA accords rule of reason treatment to certain production collaborations. 
However, the statute permits per se challenges, in appropriate circumstances, to a variety of
activities, including agreements to jointly market the goods or services produced or to limit the
participants’ independent sale of goods or services produced outside the collaboration.  NCRPA,
15 U.S.C. §§ 4301-02. 

38  For example, where output resulting from a collaboration is transferred to participants
for independent marketing, anticompetitive harm could result if that output is restricted or if the
transfer takes place at a supracompetitive price.  Such conduct could raise participants’ marginal
costs through inflated per-unit charges on the transfer of the collaboration’s output. 
Anticompetitive harm could occur even if there is vigorous competition among collaboration
participants in the output market, since all the participants would have paid the same inflated
transfer price.
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The following sections illustrate competitive concerns that may arise from the nature of particular
types of competitor collaborations.  This list is not exhaustive.  In addition, where these sections
address agreements of a type that otherwise might be considered per se illegal, such as agreements
on price, the discussion assumes that the agreements already have been determined to be subject
to rule of reason analysis because they are reasonably related to, and reasonably necessary to
achieve procompetitive benefits from, an efficiency-enhancing integration of economic activity. 
See supra Section 3.2.

3.31(a) Relevant Agreements that Limit Independent Decision Making
or Combine Control or Financial Interests

The following is intended to illustrate but not exhaust the types of agreements that might harm 
competition by eliminating independent decision making or combining control or financial
interests.
 

   Production Collaborations.  Competitor collaborations may involve agreements jointly
to produce a product sold to others or used by the participants as an input.  Such agreements are
often procompetitive.37  Participants may combine complementary technologies, know-how, or
other assets to enable the collaboration to produce a good more efficiently or to produce a good
that no one participant alone could produce.  However, production collaborations may involve
agreements on the level of output or the use of key assets, or on the price at which the product
will be marketed by the collaboration, or on other competitively significant variables, such as
quality, service, or promotional strategies, that can result in anticompetitive harm.  Such
agreements can create or increase market power or facilitate its exercise by limiting independent
decision making or by combining in the collaboration, or in certain participants, the control over
some or all production or key assets or decisions about key competitive variables that otherwise
would be controlled independently.38  Such agreements could reduce individual participants’
control over assets necessary to compete and thereby reduce their ability to compete
independently, combine financial interests in ways that undermine incentives to compete



39  Aspects of the antitrust analysis of competitor collaborations involving R&D are
governed by provisions of the NCRPA, 15 U.S.C. §§ 4301-02. 

14

independently, or both.

Marketing Collaborations.  Competitor collaborations may involve agreements jointly to
sell, distribute, or promote goods or services that are either jointly or individually produced.  Such
agreements may be procompetitive, for example, where a combination of complementary assets
enables products more quickly and efficiently to reach the marketplace.  However, marketing
collaborations may involve agreements on price, output, or other competitively significant
variables, or on the use of competitively significant assets, such as an extensive distribution
network, that can result in anticompetitive harm. Such agreements can create or increase market
power or facilitate its exercise by limiting independent decision making; by combining in the
collaboration, or in certain participants, control over competitively significant assets or decisions
about competitively significant variables that otherwise would be controlled independently; or by
combining financial interests in ways that undermine incentives to compete independently.  For
example, joint promotion might reduce or eliminate comparative advertising, thus harming
competition by restricting information to consumers on price and other competitively significant
variables.

Buying Collaborations.  Competitor collaborations may involve agreements jointly to
purchase necessary inputs.  Many such agreements do not raise antitrust concerns and indeed may
be procompetitive.  Purchasing collaborations, for example, may enable participants to centralize
ordering, to combine warehousing or distribution functions more efficiently, or to achieve other
efficiencies.  However, such agreements can create or increase market power (which, in the case
of buyers, is called “monopsony power”) or facilitate its exercise by increasing the ability or
incentive to drive the price of the purchased product, and thereby depress output, below what
likely would prevail in the absence of the relevant agreement.  Buying collaborations also may
facilitate collusion by standardizing participants’ costs or by enhancing the ability to project or
monitor a participant’s output level through knowledge of its input purchases.

Research & Development Collaborations.  Competitor collaborations may involve
agreements to engage in joint research and development (“R&D”).  Most such agreements are
procompetitive, and they typically are analyzed under the rule of reason.39  Through the
combination of complementary assets, technology, or know-how, an R&D collaboration may
enable participants more quickly or more efficiently to research and develop new or improved
goods, services, or production processes.  Joint R&D agreements, however, can create or
increase market power or facilitate its exercise by limiting independent decision making or by
combining in the collaboration, or in certain participants, control over competitively significant
assets or all or a portion of participants’ individual competitive R&D efforts.  Although R&D
collaborations also may facilitate tacit collusion on R&D efforts, achieving, monitoring, and
punishing departures from collusion is sometimes difficult in the R&D context.
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An exercise of market power may injure consumers by reducing innovation below the level
that otherwise would prevail, leading to fewer or no products for consumers to choose from,
lower quality products, or products that reach consumers more slowly than they otherwise would. 
An exercise of market power also may injure consumers by reducing the number of independent
competitors in the market for the goods, services, or production processes derived from the R&D
collaboration, leading to higher prices or reduced output, quality, or service.  A central question is
whether the agreement increases the ability or incentive anticompetitively to reduce R&D efforts
pursued independently or through the collaboration, for example, by slowing the pace at which
R&D efforts are pursued.  Other considerations being equal, R&D agreements are more likely to
raise competitive concerns when the collaboration or its participants already possess a secure
source of market power over an existing product and the new R&D efforts might cannibalize their
supracompetitive earnings.  In addition, anticompetitive harm generally is more likely when R&D
competition is confined to firms with specialized characteristics or assets, such as intellectual
property, or when a regulatory approval process limits the ability of late-comers to catch up with
competitors already engaged in the R&D.   

3.31(b) Relevant Agreements that May Facilitate Collusion

Each of the types of competitor collaborations outlined above can facilitate collusion. 
Competitor collaborations may provide an opportunity for participants to discuss and agree on
anticompetitive terms, or otherwise to collude anticompetitively, as well as a greater ability to
detect and punish deviations that would undermine the collusion.  Certain marketing, production,
and buying collaborations, for example, may provide opportunities for their participants to collude
on price, output, customers, territories, or other competitively sensitive variables.  R&D
collaborations, however, may be less likely to facilitate collusion regarding R&D activities since
R&D often is conducted in secret, and it thus may be difficult to monitor an agreement to
coordinate R&D.  In addition, collaborations can increase concentration in a relevant market and
thus increase the likelihood of collusion among all firms, including the collaboration and its
participants. 

Agreements that facilitate collusion sometimes involve the exchange or disclosure of
information.  The Agencies recognize that the sharing of information among competitors may be
procompetitive and is often reasonably necessary to achieve the procompetitive benefits of certain
collaborations; for example, sharing certain technology, know-how, or other intellectual property
may be essential to achieve the procompetitive benefits of an R&D collaboration.  Nevertheless, in
some cases, the sharing of information related to a market in which the collaboration operates or
in which the participants are actual or potential competitors may increase the likelihood of
collusion on matters such as price, output, or other competitively sensitive variables.  The
competitive concern depends on the nature of the information shared.  Other things being equal,
the sharing of information relating to price, output, costs, or strategic planning is more likely to
raise competitive concern than the sharing of information relating to less competitively sensitive
variables.  Similarly, other things being equal, the sharing of information on current operating and
future business plans is more likely to raise concerns than the sharing of historical information. 



40  For example, where a production joint venture buys inputs from an upstream market to
incorporate in products to be sold in a downstream market, both upstream and downstream
markets may be “markets affected by a competitor collaboration.” 

41  Participation in the collaboration may change the participants’ behavior in this third
category of markets, for example, by altering incentives and available information, or by providing
an opportunity to form additional agreements among participants. 

42  The term “goods” also includes services.
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Finally, other things being equal, the sharing of individual company data is more likely to raise
concern than the sharing of aggregated data that does not permit recipients to identify individual
firm data.

3.32 Relevant Markets Affected by the Collaboration

The Agencies typically identify and assess competitive effects in all of the relevant product and
geographic markets in which competition may be affected by a competitor collaboration, although
in some cases it may be possible to assess competitive effects directly without defining a particular
relevant market(s).  Markets affected by a competitor collaboration include all markets in which
the economic integration of the participants’ operations occurs or in which the collaboration
operates or will operate,40 and may also include additional markets in which any participant is an
actual or potential competitor.41

3.32(a) Goods Markets

In general, for goods42 markets affected by a competitor collaboration, the Agencies
approach relevant market definition as described in Section 1 of the Horizontal Merger
Guidelines.  To determine the relevant market, the Agencies generally consider the likely reaction
of buyers to a price increase and typically ask, among other things, how buyers would respond to
increases over prevailing price levels.  However, when circumstances strongly suggest that the
prevailing price exceeds what likely would have prevailed absent the relevant agreement, the
Agencies use a price more reflective of the price that likely would have prevailed.  Once a market
has been defined, market shares are assigned both to firms currently in the relevant market and to
firms that are able to make “uncommitted” supply responses.  See Sections 1.31 and 1.32 of the
Horizontal Merger Guidelines. 

3.32(b) Technology Markets

When rights to intellectual property are marketed separately from the products in which
they are used, the Agencies may define technology markets in assessing the competitive effects of
a competitor collaboration that includes an agreement to license intellectual property. 
Technology markets consist of the intellectual property that is licensed and its close substitutes;



43  When the competitive concern is that a limitation on independent decision making or a
combination of control or financial interests may yield an anticompetitive reduction of research
and development, the Agencies typically frame their inquiries more generally, looking to the
strength, scope, and number of competing R&D efforts and their close substitutes.  See supra
Sections 3.31(a) and 3.32(c).
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that is, the technologies or goods that are close enough substitutes significantly to constrain the
exercise of market power with respect to the intellectual property that is licensed.  The Agencies
approach the definition of a relevant technology market and the measurement of market share as
described in Section 3.2.2 of the Intellectual Property Guidelines. 
 

3.32(c) Research and Development:  Innovation Markets

In many cases, an agreement’s competitive effects on innovation are analyzed as a
separate competitive effect in a relevant goods market.  However, if a competitor collaboration
may have competitive effects on innovation that cannot be adequately addressed through the
analysis of goods or technology markets, the Agencies may define and analyze an innovation
market as described in Section 3.2.3 of the Intellectual Property Guidelines.  An innovation
market consists of the research and development directed to particular new or improved goods or
processes and the close substitutes for that research and development.  The Agencies define an
innovation market only when the capabilities to engage in the relevant research and development
can be associated with specialized assets or characteristics of specific firms.

3.33 Market Shares and Market Concentration

Market share and market concentration affect the likelihood that the relevant agreement will
create or increase market power or facilitate its exercise.  The creation, increase, or facilitation of
market power will likely increase the ability and incentive profitably to raise price above or reduce
output, quality, service, or innovation below what likely would prevail in the absence of the
relevant agreement.

Other things being equal, market share affects the extent to which participants or the collaboration
must restrict their own output in order to achieve anticompetitive effects in a relevant market. 
The smaller the percentage of total supply that a firm controls, the more severely it must restrict
its own output in order to produce a given price increase, and the less likely it is that an output
restriction will be profitable.  In assessing whether an agreement may cause anticompetitive harm,
the Agencies typically calculate the market shares of the participants and of the collaboration.43  
The Agencies assign a range of market shares to the collaboration.  The high end of that range is
the sum of the market shares of the collaboration and its participants.  The low end is the share of
the collaboration in isolation.  In general, the Agencies approach the calculation of market share
as set forth in Section 1.4 of the Horizontal Merger Guidelines.

Other things being equal, market concentration affects the difficulties and costs of achieving and
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enforcing collusion in a relevant market.  Accordingly, in assessing whether an agreement may
increase the likelihood of collusion, the Agencies calculate market concentration.  In general, the
Agencies approach the calculation of market concentration as set forth in Section 1.5 of the
Horizontal Merger Guidelines, ascribing to the competitor collaboration the same range of
market shares described above.

Market share and market concentration provide only a starting point for evaluating the
competitive effect of the relevant agreement.  The Agencies also examine other factors outlined in
the Horizontal Merger Guidelines as set forth below:

The Agencies consider whether factors such as those discussed in Section 1.52 of the Horizontal
Merger Guidelines indicate that market share and concentration data overstate or understate the
likely competitive significance of participants and their collaboration.

In assessing whether anticompetitive harm may arise from an agreement that combines control
over or financial interests in assets or otherwise limits independent decision making, the Agencies
consider whether factors such as those discussed in Section 2.2 of the Horizontal Merger
Guidelines suggest that anticompetitive harm is more or less likely.

In assessing whether anticompetitive harms may arise from an agreement that may increase the
likelihood of collusion, the Agencies consider whether factors such as those discussed in Section
2.1 of the Horizontal Merger Guidelines suggest that anticompetitive harm is more or less likely.

In evaluating the significance of market share and market concentration data and interpreting the
range of market shares ascribed to the collaboration, the Agencies also examine factors beyond
those set forth in the Horizontal Merger Guidelines.  The following section describes which
factors are relevant and the issues that the Agencies examine in evaluating those factors.

3.34 Factors Relevant to the Ability and Incentive of the Participants and the
Collaboration to Compete

Competitor collaborations sometimes do not end competition among the participants and the
collaboration.  Participants may continue to compete against each other and their collaboration,
either through separate, independent business operations or through membership in other
collaborations.  Collaborations may be managed by decision makers independent of the individual
participants.  Control over key competitive variables may remain outside the collaboration, such
as where participants independently market and set prices for the collaboration’s output.

Sometimes, however, competition among the participants and the collaboration may be restrained
through explicit contractual terms or through financial or other provisions that reduce or eliminate
the incentive to compete.  The Agencies look to the competitive benefits and harms of the
relevant agreement, not merely the formal terms of agreements among the participants.



44  For example, if participants in a production collaboration must contribute most of their
productive capacity to the collaboration, the collaboration may impair the ability of its participants
to remain effective independent competitors regardless of the terms of the agreement.
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Where the nature of the agreement and market share and market concentration data reveal a
likelihood of anticompetitive harm, the Agencies more closely examine the extent to which the
participants and the collaboration have the ability and incentive to compete independent of each
other.  The Agencies are likely to focus on six factors:  (a) the extent to which the relevant
agreement is non-exclusive in that participants are likely to continue to compete independently
outside the collaboration in the market in which the collaboration operates; (b) the extent to
which participants retain independent control of assets necessary to compete; (c) the nature and
extent of participants’ financial interests in the collaboration or in each other; (d) the control of
the collaboration’s competitively significant decision making; (e) the likelihood of anticompetitive
information sharing; and (f) the duration of the collaboration. 

Each of these factors is discussed in further detail below.  Consideration of these factors may
reduce or increase competitive concern.  The analysis necessarily is flexible:  the relevance and
significance of each factor depends upon the facts and circumstances of each case, and any
additional factors pertinent under the circumstances are considered.  For example, when an
agreement is examined subsequent to formation of the collaboration, the Agencies also examine
factual evidence concerning participants’ actual conduct.

3.34(a) Exclusivity

The Agencies consider whether, to what extent, and in what manner the relevant
agreement permits participants to continue to compete against each other and their collaboration,
either through separate, independent business operations or through membership in other
collaborations.  The Agencies inquire whether a collaboration is non-exclusive in fact as well as in
name and consider any costs or other impediments to competing with the collaboration.  In
assessing exclusivity when an agreement already is in operation, the Agencies examine whether, to
what extent, and in what manner participants actually have continued to compete against each
other and the collaboration.  In general, competitive concern likely is reduced to the extent that
participants actually have continued to compete, either through separate, independent business
operations or through membership in other collaborations, or are permitted to do so.

3.34(b) Control over Assets

The Agencies ask whether the relevant agreement requires participants to contribute to the
collaboration significant assets that previously have enabled or likely would enable participants to
be effective independent competitors in markets affected by the collaboration.  If such resources
must be contributed to the collaboration and are specialized in that they cannot readily be
replaced, the participants may have lost all or some of their ability to compete against each other
and their collaboration, even if they retain the contractual right to do so.44  In general, the greater



45  Similarly, a collaboration’s financial interest in a participant may diminish the
collaboration’s incentive to compete with that participant.

46  Control may diverge from financial interests.  For example, a small equity investment
may be coupled with a right to veto large capital expenditures and, thereby, to effectively limit
output.  The Agencies examine a collaboration’s actual governance structure in assessing issues of
control.
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the contribution of specialized assets to the collaboration that is required, the less the participants
may be relied upon to provide independent competition.

3.34(c) Financial Interests in the Collaboration or in Other
Participants

The Agencies assess each participant’s financial interest in the collaboration and its
potential impact on the participant’s incentive to compete independently with the collaboration. 
The potential impact may vary depending on the size and nature of the financial interest (e.g.,
whether the financial interest is debt or equity).  In general, the greater the financial interest in the
collaboration, the less likely is the participant to compete with the collaboration.45  The Agencies
also assess direct equity investments between or among the participants.  Such investments may
reduce the incentives of the participants to compete with each other.  In either case, the analysis is
sensitive to the level of financial interest in the collaboration or in another participant relative to
the level of the participant’s investment in its independent business operations in the markets
affected by the collaboration. 

3.34(d) Control of the Collaboration’s Competitively Significant
Decision Making

The Agencies consider the manner in which a collaboration is organized and governed in
assessing the extent to which participants and their collaboration have the ability and incentive to
compete independently.  Thus, the Agencies consider the extent to which the collaboration’s
governance structure enables the collaboration to act as an independent decision maker.  For
example, the Agencies ask whether participants are allowed to appoint members of a board of
directors for the collaboration, if incorporated, or otherwise to exercise significant control over
the operations of the collaboration.  In general, the collaboration is less likely to compete
independently as participants gain greater control over the collaboration’s price, output, and other
competitively significant decisions.46

To the extent that the collaboration’s decision making is subject to the participants’
control, the Agencies consider whether that control could be exercised jointly.  Joint control over
the collaboration’s price and output levels could create or increase market power and raise
competitive concerns.  Depending on the nature of the collaboration, competitive concern also
may arise due to joint control over other competitively significant decisions, such as the level and



47  Even if prices to consumers are set independently, anticompetitive harms may still
occur if participants jointly set the collaboration’s level of output.  For example, participants may
effectively coordinate price increases by reducing the collaboration’s level of output and collecting
their profits through high transfer prices, i.e., through the amounts that participants contribute to
the collaboration in exchange for each unit of the collaboration’s output.  Where a transfer price is
determined by reference to an objective measure not under the control of the participants, (e.g.,
average price in a different unconcentrated geographic market), competitive concern may be less
likely.

48  Anticompetitive harm also is less likely if individual participants may independently
increase the overall output of the collaboration.
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scope of R&D efforts and investment.  In contrast, to the extent that participants independently
set the price and quantity 47 of their share of a collaboration’s output and independently control
other competitively significant decisions, an agreement’s likely anticompetitive harm is reduced.48

3.34(e) Likelihood of Anticompetitive Information Sharing

The Agencies evaluate the extent to which competitively sensitive information concerning
markets affected by the collaboration likely would be disclosed.  This likelihood depends on,
among other things, the nature of the collaboration, its organization and governance, and
safeguards implemented to prevent or minimize such disclosure.  For example, participants might
refrain from assigning marketing personnel to an R&D collaboration, or, in a marketing
collaboration, participants might limit access to competitively sensitive information regarding their
respective operations to only certain individuals or to an independent third party.  Similarly, a
buying collaboration might use an independent third party to handle negotiations in which its
participants’ input requirements or other competitively sensitive information could be revealed.  In
general, it is less likely that the collaboration will facilitate collusion on competitively sensitive
variables if appropriate safeguards governing information sharing are in place.

3.34(f) Duration of the Collaboration

The Agencies consider the duration of the collaboration in assessing whether participants
retain the ability and incentive to compete against each other and their collaboration.  In general,
the shorter the duration, the more likely participants are to compete against each other and their
collaboration.

3.35 Entry

Easy entry may deter or prevent profitably maintaining price above, or output, quality, service or
innovation below, what likely would prevail in the absence of the relevant agreement.  Where the
nature of the agreement and market share and concentration data suggest a likelihood of
anticompetitive harm that is not sufficiently mitigated by any continuing competition identified



49  Committed entry is defined as new competition that requires expenditure of significant
sunk costs of entry and exit.  See Section 3.0 of the Horizontal Merger Guidelines.

50  Under the same principles applied to production and marketing collaborations, the
exercise of monopsony power by a buying collaboration may be deterred or counteracted by the
entry of new purchasers.  To the extent that collaborators reduce their purchases, they may create
an opportunity for new buyers to make purchases without forcing the price of the input above
pre-relevant agreement levels.  Committed purchasing entry, defined as new purchasing
competition that requires expenditure of significant sunk costs of entry and exit —  such as a new
steel factory built in response to a reduction in the price of iron ore —  is analyzed under principles
analogous to those articulated in Section 3 of the Horizontal Merger Guidelines.  Under that
analysis, the Agencies assess whether a monopsonistic price reduction is likely to attract
committed purchasing entry, profitable at pre-relevant agreement prices, that would not have
occurred before the relevant agreement at those same prices.  (Uncommitted new buyers are
identified as participants in the relevant market if their demand responses to a price decrease are
likely to occur within one year and without the expenditure of significant sunk costs of entry and
exit.  See id. at Sections 1.32 and 1.41.)
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through the analysis in Section 3.34, the Agencies inquire whether entry would be timely, likely,
and sufficient in its magnitude, character and scope to deter or counteract the anticompetitive
harm of concern.  If so, the relevant agreement ordinarily requires no further analysis.

As a general matter, the Agencies assess timeliness, likelihood, and sufficiency of committed entry
under principles set forth in Section 3 of the Horizontal Merger Guidelines.49  However, unlike
mergers, competitor collaborations often restrict only certain business activities, while preserving
competition among participants in other respects, and they may be designed to terminate after a
limited duration.  Consequently, the extent to which an agreement creates and enables
identification of opportunities that would induce entry and the conditions under which ease of
entry may deter or counteract anticompetitive harms may be more complex and less direct than
for mergers and will vary somewhat according to the nature of the relevant agreement.  For
example, the likelihood of entry may be affected by what potential entrants believe about the
probable duration of an anticompetitive agreement.  Other things being equal, the shorter the
anticipated duration of an anticompetitive agreement, the smaller the profit opportunities for
potential entrants, and the lower the likelihood that it will induce committed entry.  Examples of
other differences are set forth below.

For certain collaborations, sufficiency of entry may be affected by the possibility that entrants will
participate in the anticompetitive agreement.  To the extent that such participation raises the
amount of entry needed to deter or counteract anticompetitive harms, and assets required for
entry are not adequately available for entrants to respond fully to their sales opportunities, or
otherwise renders entry inadequate in magnitude, character or scope, sufficient entry may be more
difficult to achieve.50



23

In the context of research and development collaborations, widespread availability of R&D
capabilities and the large gains that may accrue to successful innovators often suggest a high
likelihood that entry will deter or counteract anticompetitive reductions of R&D efforts. 
Nonetheless, such conditions do not always pertain, and the Agencies ask whether entry may
deter or counteract anticompetitive R&D reductions, taking into account the likelihood,
timeliness, and sufficiency of entry.

To be timely, entry must be sufficiently prompt to deter or counteract such harms.  The Agencies
evaluate the likelihood of entry based on the extent to which potential entrants have (1) core
competencies (and the ability to acquire any necessary specialized assets) that give them the ability
to enter into competing R&D and (2) incentives to enter into competing R&D.  The sufficiency of
entry depends on whether the character and scope of the entrants’ R&D efforts are close enough
to the reduced R&D efforts to be likely to achieve similar innovations in the same time frame or
otherwise to render a collaborative reduction of R&D unprofitable.  

3.36 Identifying Procompetitive Benefits of the Collaboration

Competition usually spurs firms to achieve efficiencies internally.  Nevertheless, as explained
above, competitor collaborations have the potential to generate significant efficiencies that benefit
consumers in a variety of ways.  For example, a competitor collaboration may enable firms to
offer goods or services that are cheaper, more valuable to consumers, or brought to market faster
than would otherwise be possible.  Efficiency gains from competitor collaborations often stem
from combinations of different capabilities or resources.  See supra Section 2.1.  Indeed, the
primary benefit of competitor collaborations to the economy is their potential to generate such
efficiencies.

Efficiencies generated through a competitor collaboration can enhance the ability and incentive of
the collaboration and its participants to compete, which may result in lower prices, improved
quality, enhanced service, or new products.  For example, through collaboration, competitors may
be able to produce an input more efficiently than any one participant could individually; such
collaboration-generated efficiencies may enhance competition by permitting two or more
ineffective (e.g., high cost) participants to become more effective, lower cost competitors.  Even
when efficiencies generated through a competitor collaboration enhance the collaboration’s or the
participants’ ability to compete, however, a competitor collaboration may have other effects that
may lessen competition and ultimately may make the relevant agreement anticompetitive.

If the Agencies conclude that the relevant agreement has caused, or is likely to cause,
anticompetitive harm, they consider whether the agreement is reasonably necessary to achieve
“cognizable efficiencies.”  “Cognizable efficiencies” are efficiencies that have been verified by the
Agencies, that do not arise from anticompetitive reductions in output or service, and that cannot
be achieved through practical, significantly less restrictive means.  See infra Sections 3.36(a) and
3.36(b).  Cognizable efficiencies are assessed net of costs produced by the competitor
collaboration or incurred in achieving those efficiencies.        
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3.36(a) Cognizable Efficiencies Must Be Verifiable and Potentially
Procompetitive

Efficiencies are difficult to verify and quantify, in part because much of the information
relating to efficiencies is uniquely in the possession of the collaboration’s participants.  The
participants must substantiate efficiency claims so that the Agencies can verify by reasonable
means the likelihood and magnitude of each asserted efficiency; how and when each would be
achieved; any costs of doing so; how each would enhance the collaboration’s or its participants’
ability and incentive to compete; and why the relevant agreement is reasonably necessary to
achieve the claimed efficiencies (see Section 3.36 (b)).  Efficiency claims are not considered if
they are vague or speculative or otherwise cannot be verified by reasonable means.

Moreover, cognizable efficiencies must be potentially procompetitive.  Some asserted
efficiencies, such as those premised on the notion that competition itself is unreasonable, are
insufficient as a matter of law.  Similarly, cost savings that arise from anticompetitive output or
service reductions are not treated as cognizable efficiencies.  See Example 9.

3.36(b) Reasonable Necessity and Less Restrictive Alternatives

The Agencies consider only those efficiencies for which the relevant agreement is
reasonably necessary.  An agreement may be “reasonably necessary” without being essential. 
However, if the participants could have achieved or could achieve similar efficiencies by practical,
significantly less restrictive means, then the Agencies conclude that the relevant
 agreement is not reasonably necessary to their achievement.  In making this assessment, the
Agencies consider only alternatives that are practical in the business situation faced by the
participants; the Agencies do not search for a theoretically less restrictive alternative that is not
realistic given business realities.

The reasonable necessity of an agreement may depend upon the market context and upon
the duration of the agreement.  An agreement that may be justified by the needs of a new entrant,
for example, may not be reasonably necessary to achieve cognizable efficiencies in different
market circumstances.  The reasonable necessity of an agreement also may depend on whether it
deters individual participants from undertaking free riding or other opportunistic conduct that
could reduce significantly the ability of the collaboration to achieve cognizable efficiencies. 
Collaborations sometimes include agreements to discourage any one participant from
appropriating an undue share of the fruits of the collaboration or to align participants’ incentives
to encourage cooperation in achieving the efficiency goals of the collaboration.  The Agencies
assess whether such agreements are reasonably necessary to deter opportunistic conduct that
otherwise would likely prevent the achievement of cognizable efficiencies.  See Example 10.

3.37 Overall Competitive Effect

If the relevant agreement is reasonably necessary to achieve cognizable efficiencies, the Agencies



51  In most cases, the Agencies’ enforcement decisions depend on their analysis of the
overall effect of the relevant agreement over the short term.  The Agencies also will consider the
effects of cognizable efficiencies with no short-term, direct effect on prices in the relevant market. 
Delayed benefits from the efficiencies (due to delay in the achievement of, or the realization of
consumer benefits from, the efficiencies) will be given less weight because they are less proximate
and more difficult to predict.  
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assess the likelihood and magnitude of cognizable efficiencies and anticompetitive harms to
determine the agreement’s overall actual or likely effect on competition in the relevant market. 
To make the requisite determination, the Agencies consider whether cognizable efficiencies likely
would be sufficient to offset the potential of the agreement to harm consumers in the relevant
market, for example, by preventing price increases.51

The Agencies’ comparison of cognizable efficiencies and anticompetitive harms is necessarily an
approximate judgment.  In assessing the overall competitive effect of an agreement, the Agencies
consider the magnitude and likelihood of both the anticompetitive harms and cognizable
efficiencies from the relevant agreement.  The likelihood and magnitude of anticompetitive harms
in a particular case may be insignificant compared to the expected cognizable efficiencies, or vice
versa.  As the expected anticompetitive harm of the agreement increases, the Agencies require
evidence establishing a greater level of expected cognizable efficiencies in order to avoid the
conclusion that the agreement will have an anticompetitive effect overall.  When the
anticompetitive harm of the agreement is likely to be particularly large, extraordinarily great
cognizable efficiencies would be necessary to prevent the agreement from having an
anticompetitive effect overall.

SECTION 4:  ANTITRUST SAFETY ZONES

4.1 Overview

Because competitor collaborations are often procompetitive, the Agencies believe that  “safety
zones” are useful in order to encourage such activity.   The safety zones set out below are
designed to provide participants in a competitor collaboration with a degree of certainty in those
situations in which anticompetitive effects are so unlikely that the Agencies presume the
arrangements to be lawful without inquiring into particular circumstances.  They are not intended
to discourage competitor collaborations that fall outside the safety zones.

The Agencies emphasize that competitor collaborations are not anticompetitive merely because
they fall outside the safety zones.  Indeed, many competitor collaborations falling outside the
safety zones are procompetitive or competitively neutral.  The Agencies analyze arrangements
outside the safety zones based on the principles outlined in Section 3 above.

The following sections articulate two safety zones.  Section 4.2 sets out a general safety zone



52  See Sections 1.1 and 1.3 above.

53  The Agencies have articulated antitrust safety zones in Health Care Statements 7 & 8
and the Intellectual Property Guidelines, as well as in the Horizontal Merger Guidelines.  The
antitrust safety zones in these other guidelines relate to particular facts in a specific industry or to
particular types of transactions.

54  For purposes of the safety zone, the Agencies consider the combined market shares of
the participants and the collaboration.  For example, with a collaboration among two competitors
where each participant individually holds a 6 percent market share in the relevant market and the
collaboration separately holds a 3 percent market share in the relevant market, the combined
market share in the relevant market for purposes of the safety zone would be 15 percent.  This
collaboration, therefore, would fall within the safety zone.  However, if the collaboration involved
three competitors, each with a 6 percent market share in the relevant market, the combined
market share in the relevant market for purposes of the safety zone would be 21 percent, and the
collaboration would fall outside the safety zone.  Including market shares of the participants takes
into account possible spillover effects on competition within the relevant market among the
participants and their collaboration.

55  See supra notes 27-29 and accompanying text in Section 3.3.

56  See Section 1.3 above.
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applicable to any competitor collaboration.52  Section 4.3 establishes a safety zone applicable to
research and development collaborations whose competitive effects are analyzed within an
innovation market.  These safety zones are intended to supplement safety zone provisions in the
Agencies’ other guidelines and statements of enforcement policy.53

4.2 Safety Zone for Competitor Collaborations in General

Absent extraordinary circumstances, the Agencies do not challenge a competitor collaboration
when the market shares of the collaboration and its participants collectively account for no more
than twenty percent of each relevant market in which competition may be affected.54  The safety
zone, however, does not apply to agreements that are per se illegal, or that would be challenged
without a detailed market analysis,55 or to competitor collaborations to which a merger analysis is
applied.56 

4.3 Safety Zone for Research and Development Competition Analyzed in Terms of
Innovation Markets

Absent extraordinary circumstances, the Agencies do not challenge a competitor collaboration on
the basis of effects on competition in an innovation market where three or more independently
controlled research efforts in addition to those of the collaboration possess the required



57  See supra notes 27-29 and accompanying text in Section 3.3.

58  See Section 1.3 above.
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specialized assets or characteristics and the incentive to engage in R&D that is a close substitute
for the R&D activity of the collaboration.  In determining whether independently controlled R&D
efforts are close substitutes, the Agencies consider, among other things, the nature, scope, and
magnitude of the R&D efforts; their access to financial support; their access to intellectual
property, skilled personnel, or other specialized assets; their timing; and their ability, either acting
alone or through others, to successfully commercialize innovations.  The antitrust safety zone
does not apply to agreements that are per se illegal, or that would be challenged without a
detailed market analysis,57 or to competitor collaborations to which a merger analysis is applied.58
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Appendix

Section 1.3

Example 1  (Competitor Collaboration/Merger)

Facts

Two oil companies agree to integrate all of their refining and refined product marketing
operations.  Under terms of the agreement, the collaboration will expire after twelve years; prior
to that expiration date, it may be terminated by either participant on six months’ prior notice.  The
two oil companies maintain separate crude oil production operations.  

Analysis

The formation of the collaboration involves an efficiency-enhancing integration of operations in
the refining and refined product markets, and the integration eliminates all competition between
the participants in those markets.  The evaluating Agency likely would conclude that expiration
after twelve years does not constitute termination "within a sufficiently limited period."  The
participants’ entitlement to terminate the collaboration at any time after giving prior notice is not
termination by the collaboration’s "own specific and express terms."  Based on the facts
presented, the evaluating Agency likely would analyze the collaboration under the Horizontal
Merger Guidelines, rather than as a competitor collaboration under these Guidelines.  Any
agreements restricting competition on crude oil production would be analyzed under these
Guidelines.

Section 2.3

Example 2 (Analysis of Individual Agreements/Set of Agreements)

Facts

Two firms enter a joint venture to develop and produce a new software product to be sold
independently by the participants.  The product will be useful in two areas, biotechnology research
and pharmaceuticals research, but doing business with each of the two classes of purchasers
would require a different distribution network and a separate marketing campaign.  Successful
penetration of one market is likely to stimulate sales in the other by enhancing the reputation of
the software and by facilitating the ability of biotechnology and pharmaceutical researchers to use
the fruits of each other’s efforts.  Although the software is to be marketed independently by the
participants rather than by the joint venture, the participants agree that one will sell only to
biotechnology researchers and the other will sell only to pharmaceutical researchers.  The
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participants also agree to fix the maximum price that either firm may charge.  The parties assert
that the combination of these two requirements is necessary for the successful marketing of the
new product.  They argue that the market allocation provides each participant with adequate
incentives to commercialize the product in its sector without fear that the other participant will
free-ride on its efforts and that the maximum price prevents either participant from unduly
exploiting its sector of the market to the detriment of sales efforts in the other sector. 

Analysis

The evaluating Agency would assess overall competitive effects associated with the collaboration
in its entirety and with individual agreements, such as the agreement to allocate markets, the
agreement to fix maximum prices, and any of the sundry other agreements associated with joint
development and production and independent marketing of the software.  From the facts
presented, it appears that the agreements to allocate markets and to fix maximum prices may be
so intertwined that their benefits and harms “cannot meaningfully be isolated.”  The two
agreements arguably operate together to ensure a particular blend of incentives to achieve the
potential procompetitive benefits of successful commercialization of the new product.  Moreover,
the effects of the agreement to fix maximum prices may mitigate the price effects of the agreement
to allocate markets.  Based on the facts presented, the evaluating Agency likely would conclude
that the agreements to allocate markets and to fix maximum prices should be analyzed as a whole. 
 
Section 2.4

Example 3 (Time of Possible Harm to Competition)

Facts

A group of 25 small-to-mid-size banks formed a joint venture to establish an automatic teller
machine network.  To ensure sufficient business to justify launching the venture, the joint venture
agreement specified that participants would not participate in any other ATM networks. 
Numerous other ATM networks were forming in roughly the same time period.   

Over time, the joint venture expanded by adding more and more banks, and the number of its
competitors fell.  Now, ten years after formation, the joint venture has 900 member banks and
controls 60% of the ATM outlets in a relevant geographic market.  Following complaints from
consumers that ATM fees have rapidly escalated, the evaluating Agency assesses the rule barring
participation in other ATM networks, which now binds 900 banks.  

Analysis

The circumstances in which the venture operates have changed over time, and the evaluating
Agency would determine whether the exclusivity rule now harms competition.  In assessing the
exclusivity rule’s competitive effect, the evaluating Agency would take account of the
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collaboration’s substantial current market share and any procompetitive benefits of exclusivity
under present circumstances, along with other factors discussed in Section 3.  The Agencies
would consider whether significant sunk investments were made in reliance on the exclusivity rule.

Section 3.2

Example 4 (Agreement Not to Compete on Price) 

Facts

Net-Business and Net-Company are two start-up companies.  They independently developed, and
have begun selling in competition with one another, software for the networks that link users
within a particular business to each other and, in some cases, to entities outside the business. 
Both Net-Business and Net-Company were formed by computer specialists with no prior business
expertise, and they are having trouble implementing marketing strategies, distributing their
inventory, and managing their sales forces.  The two companies decide to form a partnership joint
venture, NET-FIRM, whose sole function will be to market and distribute the network software
products of Net-Business and Net-Company.  NET-FIRM will be the exclusive marketer of
network software produced by Net-Business and Net-Company.  Net-Business and Net-Company
will each have 50% control of NET-FIRM, but each will derive profits from NET-FIRM in
proportion to the revenues from sales of that partner’s products.  The documents setting up NET-
FIRM specify that Net-Business and Net-Company will agree on the prices for the products that
NET-FIRM will sell.    

Analysis

Net-Business and Net-Company will agree on the prices at which NET-FIRM will sell their
individually-produced software.  The agreement is one “not to compete on price," and it is of a
type that always or almost always tends to raise price or reduce output.  The agreement to jointly
set price may be challenged as per se illegal, unless it is reasonably related to, and reasonably
necessary to achieve procompetitive benefits from, an efficiency-enhancing integration of
economic activity. 

Example 5 (Specialization without Integration) 

Facts

Firm A and Firm B are two of only three producers of automobile carburetors.  Minor engine
variations from year to year, even within given models of a particular automobile manufacturer,
require re-design of each year’s carburetor and re-tooling for carburetor production.  Firms A and
B meet and agree that henceforth Firm A will design and produce carburetors only for automobile
models of even-numbered years and Firm B will design and produce carburetors only for
automobile models of odd-numbered years.  Some design and re-tooling costs would be saved,
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but automobile manufacturers would face only two suppliers each year, rather than three.  

Analysis

The agreement allocates sales by automobile model year and constitutes an agreement “not to
compete on . . . output."  The participants do not combine production; rather, the collaboration
consists solely of an agreement not to produce certain carburetors.  The mere coordination of
decisions on output is not integration, and cost-savings without integration, such as the costs
saved by refraining from design and production for any given model year, are not a basis for
avoiding per se condemnation.  The agreement is of a type so likely to harm competition and to
have no significant benefits that particularized inquiry into its competitive effect is deemed by the
antitrust laws not to be worth the time and expense that would be required.  Consequently, the
evaluating Agency likely would conclude that the agreement is per se illegal.

Example 6 (Efficiency-Enhancing Integration Present)

Facts

Compu-Max and Compu-Pro are two major producers of a variety of computer software.  Each
has a large, world-wide sales department.  Each firm has developed and sold its own word-
processing software.  However, despite all efforts to develop a strong market presence in word
processing, each firm has achieved only slightly more than a 10% market share, and neither is a
major competitor to the two firms that dominate the word-processing software market.     

Compu-Max and Compu-Pro determine that in light of their complementary areas of design
expertise they could develop a markedly better word-processing program together than either can
produce on its own.  Compu-Max and Compu-Pro form a joint venture, WORD-FIRM, to jointly
develop and market a new word-processing program, with expenses and profits to be split
equally.  Compu-Max and Compu-Pro both contribute to WORD-FIRM software developers
experienced with word processing.

Analysis

Compu-Max and Compu-Pro have combined their word-processing design efforts, reflecting
complementary areas of design expertise, in a common endeavor to develop new word-processing
software that they could not have developed separately.  Each participant has contributed
significant assets – the time and know-how of its word-processing software developers – to the
joint effort.  Consequently, the evaluating Agency likely would conclude that the joint word-
processing software development project is an efficiency-enhancing integration of economic
activity that promotes procompetitive benefits. 

  Example 7 (Efficiency-Enhancing Integration Absent)
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Facts

Each of the three major producers of flashlight batteries has a patent on a process for
manufacturing a revolutionary new flashlight battery -- the Century Battery -- that would last 100
years without requiring recharging or replacement.  There is little chance that another firm could
produce such a battery without infringing one of the patents.  Based on consumer surveys, each
firm believes that aggregate profits will be less if all three sold the Century Battery than if all three
sold only conventional batteries, but that any one firm could maximize profits by being the first to
introduce a Century Battery.  All three are capable of introducing the Century Battery within two
years, although it is uncertain who would be first to market.

One component in all conventional batteries is a copper widget.  An essential element in each
producers’ Century Battery would be a zinc, rather than a copper widget.  Instead of  introducing
the Century Battery, the three producers agree that their batteries will use only copper widgets. 
Adherence to the agreement precludes any of the producers from introducing a Century Battery.    
  

Analysis

The agreement to use only copper widgets is merely an agreement not to produce any zinc-based
batteries, in particular, the Century Battery.  It is "an agreement not to compete on . . . output”
and is “of a type that always or almost always tends to raise price or reduce output.”  The
participants do not collaborate to perform any business functions, and there are no procompetitive
benefits from an efficiency-enhancing integration of economic activity.  The evaluating Agency
likely would challenge the agreement to use only copper widgets as per se illegal.

Section 3.3

Example 8 (Rule-of-Reason:  Agreement Quickly Exculpated)

Facts

Under the facts of Example 4, Net-Business and Net-Company jointly market their independently-
produced network software products through NET-FIRM.  Those facts are changed in one
respect:  rather than jointly setting the prices of their products, Net-Business and Net-Company
will each independently specify the prices at which its products are to be sold by NET-FIRM. 
The participants explicitly agree that each company will decide on the prices for its own software
independently of the other company.  The collaboration also includes a requirement that NET-
FIRM compile and transmit to each participant quarterly reports summarizing any comments
received from customers in the course of  NET-FIRM’s marketing efforts regarding the
desirable/undesirable features of and desirable improvements to (1) that participant’s product and
(2) network software in general.  Sufficient provisions are included to prevent the company-
specific information reported to one participant from being disclosed to the other, and those
provisions are followed.  The information pertaining to network software in general is to be
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reported simultaneously to both participants. 

Analysis

Under these revised facts, there is no agreement “not to compete on price or output.”  Absent any
agreement of a type that always or almost always tends to raise price or reduce output, and absent
any subsequent conduct suggesting that the firms did not follow their explicit agreement to set
prices independently, no aspect of the partnership arrangement might be subjected to per se
analysis.  Analysis would continue under the rule of reason.

The information disclosure arrangements provide for the sharing of a very limited category of
information:  customer-response data pertaining to network software in general.  Collection and
sharing of information of this nature is unlikely to increase the ability or incentive of Net-Business
or Net-Company to raise price or reduce output, quality, service, or innovation.  There is no
evidence that the disclosure arrangements have caused anticompetitive harm and no evidence that
the prohibitions against disclosure of firm-specific information have been violated.  Under any
plausible relevant market definition, Net-Business and Net-Company have small market shares,
and there is no other evidence to suggest that they have market power.  In light of these facts, the
evaluating Agency would refrain from further investigation.  

Section 3.36(a)

Example 9 (Cost Savings from Anticompetitive Output or Service Reductions)

Facts

Two widget manufacturers enter a marketing collaboration.  Each will continue to manufacture
and set the price for its own widget, but the widgets will be promoted by a joint sales force.  The
two manufacturers conclude that through this collaboration they can increase their profits using
only half of their aggregate pre-collaboration sales forces by (1) taking advantage of economies of
scale -- presenting both widgets during the same customer call -- and (2) refraining from time-
consuming demonstrations highlighting the relative advantages of one manufacturer’s widgets
over the other manufacturer‘s widgets.  Prior to their collaboration, both manufacturers had
engaged in the demonstrations.

Analysis

The savings attributable to economies of scale would be cognizable efficiencies.  In contrast,
eliminating demonstrations that highlight the relative advantages of one manufacturer’s widgets
over the other manufacturer’s widgets deprives customers of  information useful to their decision
making.  Cost savings from this source arise from an anticompetitive output or service reduction
and would not be cognizable efficiencies. 
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Section 3.36(b)

 Example 10 (Efficiencies from Restrictions on Competitive Independence)

Facts

Under the facts of Example 6, Compu-Max and Compu-Pro decide to collaborate on developing
and marketing word-processing software.  The firms agree that neither one will engage in R&D
for designing word-processing software outside of their WORD-FIRM joint venture.  Compu-
Max papers drafted during the negotiations cite the concern that absent a restriction on outside
word-processing R&D, Compu-Pro might withhold its best ideas, use the joint venture to learn
Compu-Max’s approaches to design problems, and then use that information to design an
improved word-processing software product on its own.  Compu-Pro’s files contain similar
documents regarding Compu-Max. 

Compu-Max and Compu-Pro further agree that neither will sell its previously designed word-
processing program once their jointly developed product is ready to be introduced.  Papers in
both firms’ files, dating from the time of the negotiations, state that this latter restraint was
designed to foster greater trust between the participants and thereby enable the collaboration to
function more smoothly.  As further support, the parties point to a recent failed collaboration
involving other firms who sought to collaborate on developing and selling a new spread-sheet
program while independently marketing their older spread-sheet software. 

Analysis

The restraints on outside R&D efforts and on outside sales both restrict the competitive
independence of the participants and could cause competitive harm.  The evaluating Agency
would inquire whether each restraint is reasonably necessary to achieve cognizable efficiencies.  In
the given context, that inquiry would entail an assessment of whether, by aligning the participants’
incentives, the restraints in fact are reasonably necessary to deter opportunistic conduct that
otherwise would likely prevent achieving cognizable efficiency goals of the collaboration.

With respect to the limitation on independent R&D efforts, possible alternatives might include
agreements specifying the level and quality of each participant’s R&D contributions to WORD-
FIRM or requiring the sharing of all relevant R&D.  The evaluating Agency would assess whether
any alternatives would permit each participant to adequately monitor the scope and quality of the
other’s R&D contributions and whether they would effectively prevent the misappropriation of
the other participant’s know-how.  In some circumstances, there may be no "practical,
significantly less restrictive" alternative.  

Although the agreement prohibiting outside sales might be challenged as per se illegal if not
reasonably necessary for achieving the procompetitive benefits of the integration discussed in
Example 6, the evaluating Agency likely would analyze the agreement under the rule of reason if
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it could not adequately assess the claim of reasonable necessity through limited factual inquiry. 
As a general matter, participants’ contributions of marketing assets to the collaboration could
more readily be monitored than their contributions of know-how, and neither participant may be
capable of misappropriating the other’s marketing contributions as readily as it could
misappropriate know-how.  Consequently, the specification and monitoring of each participant’s
marketing contributions could be a "practical, significantly less restrictive" alternative to
prohibiting outside sales of  pre-existing products.  The evaluating Agency, however, would
examine the experiences of the failed spread-sheet collaboration and any other facts presented by
the parties to better assess whether such specification and monitoring would likely enable the
achievement of cognizable efficiencies.
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JUSTICE DEPARTMENT CLOSES ANTITRUST INVESTIGATION INTO
THE MOVIELINK MOVIES-ON-DEMAND JOINT VENTURE

Department Does Not Find that the Joint Venture Harms Competition or Consumers

WASHINGTON, D.C. - The Department of Justice’s Antitrust Division issued the
following statement today after the closing of its investigation into Movielink, a joint venture
formed by five major movie studios - Sony (Columbia-TriStar Pictures), Warner Bros.,
MGM, Paramount and Universal - to provide video-on-demand services: 

“The Division’s substantial investigation of Movielink does not indicate that the
formation of this joint venture by five of the major movie studios harmed competition or
consumers of movies.  The investigation focused on whether formation of the joint venture
facilitated collusion among the studios or decreased their incentives to license movie content
to competing video-on-demand (VOD) providers.  The Division considered several theories
of competitive harm but ultimately determined that the evidence does not support a
conclusion that the structure of the joint venture increased prices or otherwise reduced
competition in the retail markets in which Movielink competes.  The Division will continue
to monitor activity in these emerging markets as part of its ongoing enforcement of the
antitrust laws.”

(Background information is attached.)
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DEPARTMENT OF JUSTICE ANTITRUST DIVISION STATEMENT
ON THE CLOSING OF ITS INVESTIGATION OF MOVIELINK, A STUDIO-
OWNED VIDEO-ON-DEMAND MOVIE DISTRIBUTION JOINT VENTURE

The Antitrust Division of the Department of Justice recently closed its investigation

of Movielink, a joint venture formed by five movie studios - Sony (Columbia-TriStar

Pictures), Warner Bros., MGM, Paramount and Universal - to provide video-on-demand

(known as “VOD”) services to consumers.  After a thorough review, the Antitrust Division

has determined that the evidence does not show that the formation of the Movielink venture

has reduced competition or harmed consumers. 

The Antitrust Division began investigating the Movielink joint venture when it was

publicly announced in August 2001 (at the time, the joint venture was known as “Moviefly”). 

Shortly after that, the Division also began investigating another studio-owned VOD joint

venture, Movies.com, which was announced by Disney and Fox in September 2001.  Disney

and Fox announced that they were abandoning their collaboration on the Movies.com joint

venture in Spring 2002, and consequently, the Division’s investigation since then has focused

on the Movielink joint venture.  The Division has obtained extensive information from

Movielink’s studio partners and interviewed numerous industry participants, including cable

and satellite providers, technology providers, home video retailers, and other VOD

distributors.

The Division provides this statement pursuant to its policy on the issuance of

investigation closing statements, available at

http://www.usdoj.gov/atr/public/guidelines/201888. htm.  This statement is limited by the

Division’s obligation to protect the confidentiality of certain information obtained in its

investigations.  As in most of its investigations, the Division’s evaluation has been highly



fact-specific, and many of the relevant underlying facts are not public.  Consequently,

readers should not draw overly broad conclusions regarding how the Division is likely in the

future to analyze other collaborations or activities, or transactions involving particular firms. 

This statement does not bind the Division in any future enforcement action.

Post-Theatrical Film Distribution and the Development of VOD

Following a movie’s initial release and exhibition in movie theaters, movie studios

typically license films for in-home viewing by consumers through a variety of different types

of distribution methods.  The primary methods for in-home viewing are home video (which

includes VHS and DVDs), pay-per-view (PPV), video-on-demand (VOD), pay television,

and basic television (such as broadcast and basic cable).  Historically, the studios have

attempted to stagger the release dates to these different distribution methods, and each

sequential release period is referred to in the industry as a viewing “window.” For example, a

film is generally available in the home video window on VHS and DVD for a certain period

of time before it is released to PPV, with pay cable and eventually basic television following

later in the sequential release pattern.  

VOD is a new technology that has enabled the studios to distribute their films in

digital format to consumers over two primary platforms, the Internet and digital cable.  VOD

is similar to existing PPV services in that it enables consumers to order a movie for viewing

at home, direct to their televisions (or, in the case of Internet services, to their PCs).  Unlike

PPV, though, which has set start times and cannot be stopped, paused or rewound during

viewing, VOD allows consumers to have VCR-like functionality while watching a film.  



The Movielink Joint Venture

Movielink was formed in August 2001 as a joint venture between five equal studio

partners - Sony Pictures Entertainment, Inc., Paramount Pictures Corp., Metro-Goldwyn-

Mayer Studios Inc., Warner Bros., and Universal Studios - each of which is one of the major

movie studios in the United States.  Collectively, these five studios account for

approximately 50% of the domestic box office revenues each year in the United States.  

Each partner studio entered into a content licensing agreement with the joint venture,

authorizing Movielink to deliver new release films, as well as older “library” titles, over the

Internet.  Movielink began delivering movies to consumers over the Internet on November

12, 2002.  It offers films distributed by its five studio equity partners, as well as films from

other studios who have entered into licensing agreements with the joint venture. 

The terms of the Movielink agreements provide that each studio determines pricing

and release dates for its own films.  To date, the Movielink studios have been releasing titles

for viewing over the service during the PPV window, and pricing has ranged from $1.99 to

$4.99 per film. Customers can pay by credit card to download films from Movielink’s

website.  Once a customer pays for a film, he or she has 30 days to watch the film.  Once the

customer begins watching the film, he or she can keep it for 24 hours. 

The Division’s Analysis

Although a joint venture may be procompetitive, any agreement among major

horizontal competitors in a concentrated industry to collaborate and jointly market their

products or services raises potential antitrust concerns.  



Because the Movielink joint venture involves vertical integration, the Division

analyzed the product market at two levels of distribution: the upstream VOD licensing level

and the downstream consumer retail level.  With respect to upstream VOD licensing, the

Division examined whether Movielink diminished competition among its partner movie

studios in the terms on which they licensed their movies to third-party services that sought to

compete with the joint venture.  With respect to the downstream retail level, the Division

considered not only the potential exchange of information, but also the extent to which VOD

products compete with other products, such as home video and PPV. 

Conclusion

The Division devoted substantial resources to the investigation into whether the

Movielink joint venture is likely to result in potential anticompetitive effects harmful to

consumers.  The Division concluded that the evidence did not support a finding that

Movielink had adversely affected competition through increased prices or decreased output. 

Accordingly, the Division has closed its investigation.  The Division will continue to monitor

licensing and other activities of the studios and Movielink in this evolving industry as part of

our vigilant enforcement of the antitrust laws.  



 

AT&T and DIRECTV Sign Three-Year Extension Agreement to Deliver AT&T | DIRECTV 
Service to AT&T Customers

Millions of Customers Continue to Have Access to a Compelling and Exclusive AT&T | DIRECTV Quad-Play Bundle 
Option 

EL SEGUNDO, Calif.--(BUSINESS WIRE)-- DIRECTV and AT&T* signed a three-year extension to their commercial agreement 
and will continue to offer a co-branded version of DIRECTV's satellite television service across the 22 states where AT&T offers 
residential broadband and voice service. This agreement, which has been extended through March 2015, will enable both 
companies to provide millions of customers with access to an exclusive quadruple-play bundle of AT&T | DIRECTV service and 
AT&T broadband, home phone and wireless voice services, as well as bundled discounts when AT&T | DIRECTV service is 
combined with qualifying AT&T services. 

Through a separate agreement, DIRECTV also sells AT&T broadband services, including AT&T U-verse High Speed Internet, 
through its sales distribution channels and to existing DIRECTV customers. 

"Over the past three years DIRECTV and AT&T worked together to deliver a compelling bundled service at a great value," said 
Paul Guyardo, executive vice president and CMO for DIRECTV. "With this new agreement, we have a lot in the works to expand 
our partnership." 

"We want all of our customers to have the option to receive a complete, integrated bundle of services from us, including TV," 
said Jeff Weber, vice president of video services, AT&T Mobility and Consumer Markets. "AT&T | DIRECTV service allows us to 
offer customers the best entertainment and communication services in areas where U-verse is not available, including 
compelling features that enhance their entertainment experience." 

AT&T | DIRECTV service customers have access to a variety of DIRECTV programming and services, including: 

● Access to more than 170 full-time High Definition (HD) channels. 

● Exclusive sports programming packages, including NFL SUNDAY TICKET™. 

● DIRECTV Whole-Home DVR service, where customers can watch shows in one room and finish watching in any other 
room, in up to 15 rooms, all in HD with one HD DVR. 

● Up to 400 of the newest movie releases, some available months before Netflix® and Redbox®—all in 1080p HD, the 

same format as Blu-ray™. Plus instant access to up to 7,000 VOD shows and movies at no extra charge.  

● Superior television service that has received higher customer satisfaction than the leading cable companies for eleven 
years running according to the 2011 American Customer Satisfaction Index. 

*AT&T products and services are provided or offered by subsidiaries and affiliates of AT&T Inc. under the AT&T brand and not 
by AT&T Inc. 

About DIRECTV: 

DIRECTV (NASDAQ: DTV) is one of the world's leading providers of digital television entertainment services delivering a 
premium video experience through state-of-the-art technology, unmatched programming and industry leading customer service 
to more than 30 million customers in the U.S. and Latin America. In the U.S., DIRECTV offers its 19.4 million customers access 
to more than 170 HD channels and Dolby-Digital® 5.1 theater-quality sound, access to exclusive sports programming such as 
NFL SUNDAY TICKET™, Emmy-award winning technology and higher customer satisfaction than the leading cable companies 
for ten years running. DIRECTV Latin America, through its subsidiaries and affiliated companies in Brazil, Mexico, Argentina, 
Venezuela, Colombia, and other Latin American countries, leads the pay-TV category in technology, programming and service, 
delivering an unrivaled digital television experience to more than 10.6 million customers. DIRECTV sports and entertainment 
properties include three Regional Sports Networks (Northwest, Rocky Mountain and Pittsburgh) as well as a 60 percent interest 
in Game Show Network. For the most up-to-date information on DIRECTV, please visit www.directv.com.  
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AT&T Inc. (NYSE:T) is a premier communications holding company and one of the most honored companies in the world. Its 
subsidiaries and affiliates — AT&T operating companies — are the providers of AT&T services in the United States and around 
the world. With a powerful array of network resources that includes the nation's fastest mobile broadband network, AT&T is a 
leading provider of wireless, Wi-Fi, high speed Internet, voice and cloud-based services. A leader in mobile broadband and 
emerging 4G capabilities, AT&T also offers the best wireless coverage worldwide of any U.S. carrier, offering the most wireless 
phones that work in the most countries. It also offers advanced TV services under the AT&T U-verse® and AT&T │DIRECTV 
brands. The company's suite of IP-based business communications services is one of the most advanced in the world. In 
domestic markets, AT&T Advertising Solutions and AT&T Interactive are known for their leadership in local search and 
advertising. 

Additional information about AT&T Inc. and the products and services provided by AT&T subsidiaries and affiliates is available 
at http://www.att.com. This AT&T news release and other announcements are available at http://www.att.com/newsroom and as 
part of an RSS feed at www.att.com/rss. Or follow our news on Twitter at @ATT.  
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DIRECTV and CenturyLink Sign Agreement to Offer Video Services to CenturyLink Customers

New Deal Enables DIRECTV and CenturyLink to Offer Service Bundles in 33 States
Aug 12, 2010

 

MONROE, La., – DIRECTV, the world’s most popular video service, and CenturyLink (NYSE: CTL), a leading 
provider of high-quality broadband, entertainment and voice services, have reached an agreement to sell DIRECTV 
as part of CenturyLink’s residential service bundles. The terms of the agreement were not disclosed.

 
The fourth largest telecommunications company in the U. S., CenturyLink, began Aug. 1 marketing and selling the 
DIRECTV service bundle to CenturyLink’s residential customers throughout its 33-state service area. The service 
bundles will include discounts for video, home phone and high-speed broadband service.

 
“Our relationship with DIRECTV allows CenturyLink to continue to provide the majority of our residential customers 
throughout our 33-state footprint with a strong combination of voice, internet and television services,” said Shirish 
Lal, CenturyLink’s senior vice president of marketing. 
 
About CenturyLink
 
CenturyLink is a leading provider of high-quality broadband, entertainment and voice services over its advanced 
communications networks to consumers and businesses in 33 states. CenturyLink, headquartered in Monroe, La., is 
an S&P 500 company and is included among the Fortune 500 list of America’s largest corporations. For more 
information on CenturyLink, visit www.centurylink.com.
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Press Release 
 
Frontier Communications Teams with AT&T to Offer Wireless Voice and Data Products

STAMFORD, Conn.--(BUSINESS WIRE)--Nov. 15, 2011-- Frontier Communications Corporation 
(NYSE: FTR), the largest provider of communications services focused on rural America, today 
announced an agreement that will offer Frontier customers a broad assortment of AT&T 
smartphones and access to its mobile broadband network. 

“Wireless is a fundamental communications requirement, and we’re thrilled Frontier has chosen 
AT&T as its provider of mobility solutions,” said Glenn Lurie, president of emerging devices, 
resale and partnerships for AT&T. “Frontier customers will have access to a wide variety of AT&T 
smartphones, tablets and applications, along with our mobile broadband network.” 

The three-year agency agreement between Frontier and AT&T Mobility complements Frontier’s 
robust portfolio of broadband, voice and satellite TV services. The agreement will offer Frontier 
customers the benefits of AT&T’s mobile broadband network and a wide array of wireless devices 
and applications as part of a Frontier bundle, all on a single bill from Frontier. AT&T Mobility and 
Frontier plan to trial the offering in the first half of 2012; once operational processes are complete 
the offering will be available throughout Frontier’s nationwide footprint. 

“Teaming with one of the most respected brands in global communications will cost-effectively 
address our customers’ desire for a single-source provider for all their communications needs,” said 
Maggie Wilderotter, Chairman and CEO of Frontier. “Frontier, with AT&T Mobility services, 
brings our customers the best cellular service, combined with Frontier’s High Speed Internet, 
Video, and other products.” 

Frontier customers who subscribe to AT&T’s wireless services will enjoy access to AT&T’s more 
than 29,000 Wi-Fi Hot Spots in the United States. Frontier’s broadband, voice and Internet services 
will continue to be supported by the company’s locally-based technicians and 100-percent U.S.–
based workforce. 

About Frontier Communications 

Frontier Communications Corporation (NYSE: FTR) offers voice, High-Speed Internet, satellite 
video, wireless Internet data access, data security solutions, bundled offerings, specialized bundles 
for small businesses and home offices, and advanced business communications for medium and 
large businesses in 27 states and with approximately 15,250 employees. Frontier is included in the 
S&P 500 Index and is the largest provider of communications services focused on rural America. It 
has a 100 percent U.S.-based workforce. More information is available at www.frontier.com and 
www.frontier.com/ir. 

About AT&T 

AT&T Inc. (NYSE:T) is a premier communications holding company and one of the most honored 
companies in the world. Its subsidiaries and affiliates – AT&T operating companies – are the 
providers of AT&T services in the United States and around the world. With a powerful array of 
network resources that includes the nation’s fastest mobile broadband network, AT&T is a leading 
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provider of wireless, Wi-Fi, high speed Internet, voice and cloud-based services. A leader in mobile 
broadband and emerging 4G capabilities, AT&T also offers the best wireless coverage worldwide 
of any U.S. carrier, offering the most wireless phones that work in the most countries. It also offers 
advanced TV services under the AT&T U-verse® and AT&T │DIRECTV brands. The company’s 
suite of IP-based business communications services is one of the most advanced in the world. In 
domestic markets, AT&T Advertising Solutions and AT&T Interactive are known for their 
leadership in local search and advertising. 

Additional information about AT&T Inc. and the products and services provided by AT&T 
subsidiaries and affiliates is available at http://www.att.com. This AT&T news release and other 
announcements are available at http://www.att.com/newsroom and as part of an RSS feed at 
www.att.com/rss. Or follow our news on Twitter at @ATT. 

Source: Frontier Communications Corporation

Frontier Communications Corporation 
Steve Crosby 
SVP, Government Affairs & Public Relations 
916-206-8198 
steven.crosby@ftr.com 
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SBC Communications, EchoStar Forge Strategic Partnership, Will Offer "SBC Dish Network" Television 
Service

First-of-its-Kind, Co-Branded TV Service to Deliver Seamless Customer Experience, Convenience of 
Single Point of Contact and Single Bill, Greater Value by Early 2004

Exclusive Partnership Designed To Drive Growth, Broaden Customer Relationships

San Antonio, Texas, San Antonio, Texas, July 21, 2003

(Note: The Chairmen and CEOs of SBC Communications and EchoStar Communications Corporation will hold a news conference which will be broadcast live via the 
Internet at www.sbc.com at 12:30 p.m. Eastern time, July 21, 2003.)

SBC Communications Inc. (NYSE: SBC) and EchoStar Communications Corporation (NASDAQ: DISH) today announced a first-of-its-kind broad strategic partnership 
that will give SBC companies the ability to aggressively market co-branded "SBC DISH Network" multichannel television services as a fully integrated part of their bundled 
services.

The two companies will begin work immediately on integrating operations, including order entry, customer service and billing, so they can begin offering customers the co
-branded service in early 2004.

The alliance will deliver important strategic and marketing benefits for both EchoStar and SBC Communications. It will give EchoStar a powerful sales and marketing 
channel for its DISH Network  satellite TV service, which today reaches more than 8.5 million customers nationwide. For SBC Communications, it fulfills a long-term 
strategic objective to integrate television entertainment into its consumer bundles and does so with a modest investment. The partnership will provide SBC 
Communications with an exclusive telecom partnership for single-family residences throughout the SBC 13-state traditional service area, where it provides service to more 
than 56 million access lines.

The co-branded "SBC DISH Network" satellite television service will offer SBC customers access to hundreds of popular, all-digital television channels, including movies, 
sports, news, music, international and high-definition TV programming. SBC companies will market the TV service in bundles that may include local telephony, long 
distance (where available), wireless and DSL Internet service.

As part of the multi-year agreement, SBC Communications will help fund the development of the co-branded bundled video services.

The new agreement furthers the SBC next-generation bundling strategy, allowing the company to offer the full spectrum of television, wireline, wireless and broadband 
services. The co-branded entertainment service will play a key role in meeting the needs of a significant segment of SBC customers, allowing them to select and customize 
complete communications and entertainment bundles, while also providing greater value and unmatched convenience.

Key elements of the partnership include: 

Co-Branding. The television service will be co-branded, similar to the co-branding approach currently used in the highly successful SBC Yahoo! DSL Internet access 
service partnership.
A Unified Customer Experience. SBC companies will manage customer relationships for SBC DISH Network service. Customers will seamlessly place their order, 
arrange for installation, and activate their service with a single phone call.
Single Bill. SBC DISH Network customers will be billed for their television services on a single SBC bill with their other SBC voice and data services.
Bundling Flexibility. The partnership gives SBC companies significant flexibility in bundling the co-branded service, providing customers more options and greater value.

"For the past several months, we've aggressively looked for the best way to integrate television into our bundles of consumer services. This first-of-its-kind milestone 
agreement with EchoStar gives us what we've been seeking and puts us in a great strategic position to compete with any provider — telecom or cable company — in the 
years ahead," said Edward E. Whitacre Jr., SBC chairman and CEO. "Consumers have waited a long time for true one-stop shopping, with single-source customer care and 
billing for TV, wireline, wireless and Internet service, and now it's finally here."

While EchoStar will continue to offer DISH Network satellite TV service in SBC areas through its well established retail channels, this new agreement provides a significant 
channel to further increase DISH Network sales. New and existing DISH Network customers will benefit from SBC bundled offerings for local, long distance (where 
available), wireless, or DSL Internet services. Consumers also will finally have an affordable and superior alternative to cable companies' bundle of television, broadband 
and telephony products.

"By co-branding SBC and DISH Network services, our customers will have greater exposure to the benefits of satellite TV with the added value and convenience of a 
bundle," said Charles Ergen, chairman and CEO of EchoStar. "With this partnership, we continue our efforts to make DISH Network even more competitive with cable TV 
providers."

Longer term, the companies also will work together to develop technology that combines the functionality necessary to conveniently receive DISH Network satellite 
television, DSL Internet and home networking as well as more convenient ways to receive SBC DISH Network bundled services. In a separate transaction, SBC also has 
agreed to make a $500 million investment in EchoStar in the form of convertible debt.

ABOUT SBC COMMUNICATIONS 
SBC Communications Inc. (www.sbc.com) is one of the world's leading data, voice and Internet services providers. Through its world-class networks, SBC companies provide a full range 
of voice, data, networking and e-business services, as well as directory advertising and publishing. A Fortune 30 company, America's leading provider of high-speed DSL Internet Access 
services, and one of the nation's leading Internet Service Providers, SBC companies currently serve 56 million access lines nationwide. In addition, SBC companies own 60 percent of 
America's second-largest wireless company, Cingular Wireless, which serves 22 million wireless customers. Internationally, SBC companies have telecommunications investments in 27 
countries.

ABOUT ECHOSTAR COMMUNICATIONS 
EchoStar Communications Corporation and its DISH Network satellite TV system provide over 500 channels of digital video and CD-quality audio programming as well as advanced 

TM
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satellite TV receiver hardware and installation nationwide. EchoStar is a Fortune 500 company. Visit EchoStar's Investor Relations website at www.echostar.com. DISH Network currently 
serves over 8.53 million customers in the United States. DISH Network is located on the Internet at www.dishnetwork.com.
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CNET News

AT&T drops Dish for DirecTV
After five years of co-branding with Dish Networks, AT&T has 
decided that the grass must be greener on the other side.
by Natalie Weinstein | September 27, 2008 2:29 PM PDT 

AT&T is switching its satellite TV provider.

The telecommunications giant announced Friday that it will drop Dish Network and 
replace it with DirecTV, after January 31. AT&T has had a joint marketing deal with 
Dish [http://www.cnet.com/Baby-Bells-look-to-skies-for-video/2100-
1037_3-5049518.html] since 2003. 

Financial details of the new deal were not released. 

AT&T had announced in early summer that it would not renew its current deal 
with Dish [http://www.cnet.com/8301-10784_3-9982808-7.html] . It was not 
clear at the time, however, whether it would renegotiate its agreement with Dish or 
switch to DirecTV, the other primary satellite TV provider in the U.S. 

Telecoms have been trying hard to compete with cable companies by, likewise, offering 
bundled services with television, broadband, wireless, and home phone.

[http://www.cnet.com/profile/natalieweinstein/] 

Natalie Weinstein [http://www.cnet.com/profile/natalieweinstein/] 

Natalie Weinstein is a senior editor who works out of Austin, Texas. She spent a decade 
as a reporter and editor in the newspaper industry before joining the CNET News staff 
in 2000. E-mail Natalie [mailto:nataliew@cnet.com] .
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Wireline

> 201,000 FiOS Internet and 194,000 FiOS Video 
net additions, with increased sales penetration 
for both products; net increase of 98,000 
broadband connections from 3Q 2011.

> 8.5 percent year-over-year increase in 
consumer ARPU; FiOS ARPU was more than 
$148 per month.

> 14.7 percent increase in strategic services 
revenues, representing 51 percent of global 
enterprise revenues.

> 3.0 percent operating income margin; 23.8 
percent Segment EBITDA margin (non-GAAP), 
compared with 23.5 percent in 4Q 2010 and 
21.4 percent in 3Q 2011.

Verizon Communications Investor Quarterly 4Q 2011

Wireless

> $18.3 billion in total 4Q revenues, up 13.0 percent 
year over year; data revenues of $6.3 billion, up 
19.2 percent, representing 41.6 percent of service 
revenues; $15.1 billion in service revenues, up 6.4 
percent.

> 1.5 million retail net additions (excluding 
acquisitions and adjustments), largest increase 
in three years, includes 1.2 million retail 
postpaid net customer additions; 108.7 million 
total connections, includes 92.2 million retail 
customers.

> 2.6 percent growth in retail service ARPU over 4Q 
2010; retail postpaid data ARPU up 14.3 percent.

> 23.7 percent operating income margin; 42.2 
percent Segment EBITDA margin on service 
revenues (non-GAAP).

Consolidated

> 7.7 percent year-over-year quarterly revenue growth in 4Q, a company record.

> A loss of 71 cents in diluted earnings per share (EPS), impacted by non-cash pension items, compared 
with earnings of 93 cents per share in 4Q 2010.

> 52 cents per share in adjusted EPS (non-GAAP), which excludes $1.23 per share in non-operational 
items, compared with 54 cents in adjusted EPS in 4Q 2010.



Adjusted EPS 

Consolidated Total Revenue
$ in billions

3Q 11 4Q 11

$27.9

4Q 10

$26.4
$28.4

2010 2011

$2.08 $2.15

Note: Results above are adjusted for non-operational items.

Retail Data Postpaid ARPU

4Q 10 1Q 11

$19.27

1Q 10

$16.74
$19.97

19.3%
Y/Y Growth

Capital Expenditures/Revenue

2010 2011

15.4%

2009

15.7% 14.7%

7.7%
Y/Y Growth
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‘Great Momentum for 2012’
“Verizon finished 2011 very strong, both in terms of revenue growth and by delivering an 

18.2 percent total return to our shareholders for the full year, and the company has great 

momentum for 2012,” said Lowell McAdam, Verizon chairman, president and chief executive 

officer. “Verizon Wireless produced particularly strong growth in the fourth quarter. While that 

diluted wireless margins in the short term, it is good news for revenue and margin growth over 

the long term, particularly given our leadership in the rapidly developing 4G LTE ecosystem.”

McAdam added: “Wireline margins recovered from third-quarter pressures, and we expect 

wireline margin expansion in 2012. With recent strategic moves and our investments in FiOS, 

LTE, and global IP and cloud-based strategic services, Verizon has set the stage for accelerated 

growth across our business units, and we look to continue to build significant value for 

shareholders in 2012.”

Verizon’s total shareholder return is a combination of stock-price appreciation and 

dividend payments. Regarding recent strategic moves, Verizon last month strengthened its 

ability to provide fully integrated solutions by creating Verizon Enterprise Solutions, a sales 

and marketing organization, to harness all of Verizon’s solutions for business and government 

customers globally. In addition, Verizon Wireless announced agreements to purchase AWS 

(Advanced Wireless Spectrum) licenses, an important step toward meeting customers’ needs 

for wireless data and broadband services.

4Q and Full-Year Earnings Results
Due primarily to the impact of previously announced non-cash pension items, Verizon 

reported a loss of 71 cents in EPS in fourth-quarter 2011, compared with earnings of 93 cents 

per share in fourth-quarter 2010.

Adjusted fourth-quarter 2011 earnings (non-GAAP) of 52 cents per share exclude $1.20 per 

share, or $3.4 billion after-tax, due to the actuarial valuation of Verizon’s benefit plans, and 

3 cents per share for the early extinguishment of debt. This annual valuation adjustment, 

resulting from changes in actuarial assumptions, is in accordance with a Verizon accounting 

policy adopted last year. Comparable adjusted fourth-quarter 2010 earnings were 54 cents per 

share, excluding the impact of non-operational items, the largest of which was a gain from 

benefit-plan valuation of 44 cents per share.

On an annual basis, Verizon reported 85 cents in 2011 EPS, compared with 90 cents per 

share in 2010. Adjusted annual EPS (non-GAAP) was $2.15 in 2011, compared with $2.08 on a 

comparable basis (non-GAAP, excluding results from divested businesses) in 2010.

Consolidated Revenue Growth, Strong Cash Flows
In fourth-quarter 2011, Verizon’s total operating revenues were $28.4 billion on a consolidated 

basis, an increase of 7.7 percent compared with fourth-quarter 2010. For full-year 2011, revenues 

totaled $110.9 billion, a 4.0 percent increase compared with 2010, when results included 

revenues from operations that have since been divested. On a comparable basis (non-GAAP), 

Verizon’s 2011 full-year revenues increased 6.2 percent compared with 2010.

Verizon Communications Investor Quarterly 4Q 2011

NEW YORk — Verizon Communications Inc. (NYSE, Nasdaq: VZ) posted the highest year-

over-year quarterly revenue growth in the company’s 11-year history in fourth-quarter 

2011, fueled by continued strong demand for Verizon Wireless services and handsets, FiOS 

fiber-optic services, and strategic business products and services.



Wireless Retail Connections
millions

Wireless Retail Service Revenue
$ in billions

3Q 11 4Q 11

$14.4

4Q 10

$13.5
$14.6

7.8%
Y/Y Growth

3Q 11 4Q 11

90.7

4Q 10

87.5 92.2

5.3%
Y/Y Growth

Retail Data Postpaid ARPU

4Q 10 1Q 11

$19.27

1Q 10

$16.74
$19.97

19.3%
Y/Y Growth

Wireless Retail Net Adds* 
thousands

3Q 11 4Q 11

968

4Q 10

803

1,459

1.01% 0.94% 0.94%

81.7%
Y/Y Growth

Retail
Postpaid
Churn

* Excludes acquisitions and adjustments

* Results re�ect percentage of retail postpaid base.

3Q 11 4Q 114Q 10

Smartphone Penetration*

39%

28%

44%
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Consolidated EBITDA (earnings before interest, taxes, depreciation and amortization) 

totaled $29.4 billion in 2011. On an adjusted basis (non-GAAP), EBITDA increased by more than 

$950 million in 2011 compared with 2010.

Cash flow from operating activities totaled $29.8 billion in 2011, and capital expenditures 

totaled $16.2 billion. Free cash flow (non-GAAP, cash flow from operations less capex) was more 

than $13.5 billion in 2011. From this total, Verizon returned $5.6 billion in quarterly dividends to 

shareholders in 2011, as the company’s Board of Directors approved a fifth consecutive year of 

dividend increases.

Verizon Wireless Delivers Strong Customer and Revenue Growth
In fourth-quarter 2011, Verizon Wireless delivered the highest number of retail net additions in 

three years and strong growth in revenues, driven by increased smartphone penetration and 

increased retail postpaid ARPU (average monthly service revenue per user).

Wireless Financial Highlights
> Total revenues were $18.3 billion in fourth-quarter 2011, up 13.0 percent year over year. 

Data revenues were $6.3 billion, up more than $1.0 billion or 19.2 percent year over year, and 

represented 41.6 percent of all service revenues. Service revenues were $15.1 billion, up 6.4 

percent year over year. For full-year 2011, total revenues were $70.2 billion, up 10.6 percent over 

full-year 2010, and service revenues were $59.2 billion in 2011, up 6.3 percent year over year.

> Retail service ARPU grew 2.6 percent over fourth-quarter 2010, to $53.14. Retail postpaid 

ARPU grew 2.5 percent, to $54.80. Retail postpaid data ARPU increased to $22.76, up 14.3 

percent year over year.

> In fourth-quarter 2011, wireless operating income margin was 23.7 percent, and wireless 

generated $6.4 billion of EBITDA. Segment EBITDA margin on service revenues (non-GAAP) 

was 42.2 percent, down 530 basis points from fourth-quarter 2010. For full-year 2011, operating 

income margin was 26.4 percent, down 310 basis points from full-year 2010; Segment EBITDA 

margin was 44.8 percent, down 210 basis points.

Wireless Operational Highlights
> Verizon Wireless added 1.0 million total net connections in fourth-quarter 2011. The company 

added 1.5 million retail customers, including 1.2 million retail postpaid customers. While the 

wholesale channel grew during the fourth quarter, a loss of telematics customers resulted in a 

net decrease of 490,000 wholesale and other connections in the quarter. These totals exclude 

acquisitions and adjustments.

> At year-end 2011, the company had 108.7 million total connections, a 6.3 percent increase 

year over year, consisting of 92.2 million retail connections and 16.5 million wholesale and 

other connections.

> At year-end 2011, smartphones accounted for 44 percent of the Verizon Wireless retail 

postpaid customer phone base, up from 39 percent at the end of third-quarter 2011.

> Retail postpaid churn was 0.94 percent in fourth-quarter 2011, an improvement of 7 basis 

points year over year. Total retail churn was 1.23 percent, an improvement of 14 basis points 

year over year.

> Verizon Wireless continued to roll out its 4G LTE mobile broadband network, the largest 4G 

LTE network in the U.S. As of Monday (Jan. 23), Verizon Wireless 4G LTE service was available to 

more than 200 million people in 195 markets across the U.S. 

> Verizon Wireless introduced six new 4G LTE devices in fourth-quarter 2011: the Droid Razr 

by Motorola; the Samsung Stratosphere; the HTC Rezound; the Galaxy Nexus by Samsung; 



Wireline Total Revenue
$ in billions

3Q 11 4Q 11

$10.1

4Q 10

$10.3 $10.1

(1.5%)
Y/Y Growth

Wireless Service EBITDA Margin

2Q 11 2011

45.4%

1Q 11

43.7%

3Q 11

47.8%

4Q 11

42.2% 44.8%

Note: Results for 4Q’10 exclude Terremark.

Retail Data Postpaid ARPU

4Q 10 1Q 11

$19.27

1Q 10

$16.74
$19.97

19.3%
Y/Y Growth

Wireline EBITDA
$ in billions

3Q 11 4Q 11

$2.2

4Q 10

$2.4 $2.4

23.5%

21.4%
23.8% EBITDA

Margin %

Note: Results for 4Q ’10 exclude Terremark.
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and Droid Xyboard tablets in 10.1-inch and 8-inch form factors. Earlier this month, the 

company announced that six additional 4G LTE devices would be available in the coming 

weeks, including two mobile hotspots, now called Jetpacks, from ZTE and Novatel; three 

smartphones — the Droid 4 and Droid Razr Maxx from Motorola, and the Spectrum from LG, 

which launched last week; and the Samsung Galaxy Tab 7.7. 

> In December, Verizon Wireless announced agreements to purchase AWS licenses from 

SpectrumCo — a joint venture of Comcast, Time Warner and Bright House Networks —  

and from Cox TMI Wireless. The spectrum licenses under the two agreements cover 93 percent 

of the U.S. population, and the purchases are subject to regulatory approval.

> Verizon Wireless’ 4G LTE network was ranked No. 1 on PC World’s 100 Best Products of 2011 

list. In October, RootMetrics ranked Verizon Wireless tops for network performance in Boston 

and 21 other cities nationwide; in November, Verizon Wireless won the RootMetrics RootScore 

award for data performance in 36 markets. 

FiOS, Strategic Services Contribute to Revenue Growth
In fourth-quarter 2011, revenues and customers continued to increase for FiOS services, and 

sales of strategic services to business customers remained strong. Segment EBITDA margins 

(non-GAAP) also increased both sequentially and year over year.

Wireline Financial Highlights
> Fourth-quarter 2011 operating revenues were $10.1 billion, a decline of 1.5 percent compared 

with fourth-quarter 2010. Consumer revenues grew 1.3 percent compared with fourth- 

quarter 2010.

> In fourth-quarter 2011, wireline operating income was $300 million, up 18.6 percent from 

fourth-quarter 2010. Segment EBITDA (non-GAAP) was $2.4 billion in fourth-quarter 2011, flat 

compared with fourth-quarter 2010 and an increase of $243 million from third-quarter 2011, 

when the Segment EBITDA was impacted by storm-related repair costs and a two-week strike. 

Operating income margin was 3.0 percent in fourth-quarter 2011. Segment EBITDA margin 

(non-GAAP) was 23.8 percent, compared with 23.5 percent in fourth-quarter 2010 and 21.4 

percent in third-quarter 2011.

> Consumer ARPU for wireline services was $96.43 in fourth-quarter 2011, up 8.5 percent 

compared with fourth-quarter 2010. ARPU for FiOS customers totaled more than $148 in 

fourth-quarter 2011, rising approximately $2 year over year. FiOS services to consumer retail 

customers represented 61 percent of consumer wireline revenues in fourth-quarter 2011.

> Global enterprise revenues totaled $3.9 billion in the quarter, up 1.3 percent compared with 

fourth-quarter 2010. Sales of strategic services — including Terremark cloud services, security 

and IT solutions, and strategic networking — increased 14.7 percent compared with fourth-

quarter 2010 and represented 51 percent of global enterprise revenues in fourth-quarter 2011.

Wireline Operational Highlights
> Verizon added 201,000 net new FiOS Internet connections and 194,000 net new FiOS Video 

connections in fourth-quarter 2011. Verizon had a total of 4.8 million FiOS Internet and 4.2 

million FiOS Video connections at year-end.

> FiOS penetration (subscribers as a percentage of potential subscribers) continued to increase. 

FiOS Internet penetration was 35.5 percent at year-end 2011, compared with 31.9 percent at 

year-end 2010. In the same periods, FiOS Video penetration was 31.5 percent, compared with 

28.0 percent, respectively. The FiOS network passed 16.5 million premises at year-end 2011, up 

more than 900,000 from year-end 2010.
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Wireline Consumer Revenue
$ in billions

3Q 11 4Q 11

$3.4

4Q 10

$3.4 $3.4

Consumer
ARPU

8.5% 
ARPU
Y/Y Growth

$88.85
$94.20 $96.43

Global Enterprise Revenue
$ in billions

3Q 11 4Q 11

$3.9

4Q 10

$3.9 $3.9

Services 
growth 
excluding 
TMRK & 
hardware

1.3%
Y/Y Growth

(1.9%)

1.9%
2.7%

Retail Data Postpaid ARPU

4Q 10 1Q 11

$19.27

1Q 10

$16.74
$19.97

19.3%
Y/Y Growth

Wireline Capital Expenditures
$ in billions

3Q 11 4Q 11

$1.6

4Q 10

$2.2

$1.6
(24.8%)
Y/Y Change

Note: Results for 4Q’10 exclude Terremark.
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> Broadband connections totaled 8.7 million at year-end 2011, a 3.3 percent year-over-year 

increase. FiOS Internet connections more than offset a decrease in DSL-based HSI connections, 

resulting in a net increase of 98,000 broadband connections from third-quarter 2011. Total 

voice connections, which measures FiOS Digital Voice connections in addition to traditional 

switched access lines, declined 7.2 percent to 24.1 million — the smallest year-over-year decline 

since first-quarter 2006.

> Verizon continued to enhance its global portfolio of secure IT and advanced communications 

platforms and industry-focused solutions. In fourth-quarter 2011, this included an expansion 

of the company’s Voice-over-IP service within the Asia-Pacific region and the rollout of an 

automated healthcare fraud-detection platform for private health insurers and government 

agencies. 

> Multinational corporations, leading businesses and government agencies — including 

Accenture plc; Chrysler Group LLC; the Commonwealth of Pennsylvania; GXS Inc.; MagnaCare 

Holdings Inc.; Tyson Foods Inc.; Consolidated Edison Company of New York Inc.; and Orange 

and Rockland Utilities Inc., a Con Edison subsidiary — completed new agreements or expanded 

their relationships with Verizon for a range of advanced communications and information 

technology solutions. Verizon also announced that it had been named a prime contractor 

under the U.S. General Services Administration’s CONNECTIONS II contract to provide 

professional and managed services and custom networking solutions at federal facilities.

> Verizon continued to broaden the scope and capabilities of its network infrastructure. In 

fourth-quarter 2011, the company completed deployment of its next-generation 100 gigabit-

per-second network route between New York City and Chicago and kicked off seven additional 

routes in the U.S.; expanded the Ethernet footprint to an additional 80 nodes supporting 23 

areas in the Eastern part of the U.S.; expanded the global Private IP network into six additional 

countries in Africa and two more countries in the Middle East; and activated the first phase of 

the Europe India Gateway (EIG) submarine cable connecting Europe to the Middle East and 

Africa with 40G high-speed connections.

NOTE: Reclassifications of prior period amounts have been made, where appropriate, to reflect comparable operating results for the divestiture of 
overlapping wireless properties in 105 operating markets in 24 states during the first half of 2010; the wireless deferred revenue adjustment that was 
disclosed in Verizon’s Form 10-Q for the period ended June 30, 2010; the spinoff to Frontier of local exchange and related landline assets in 14 states, 
effective on July 1, 2010; and other non-operational items. See the accompanying schedules and www.verizon.com/investor for reconciliations to 
generally accepted accounting principles (GAAP) for non-GAAP financial measures cited in this document.

NOTE: This presentation contains statements about expected future events and financial results that are forward-looking and subject to risks and 
uncertainties. For those statements, we claim the protection of the safe harbor for forward-looking statements contained in the Private Securities 
Litigation Reform Act of 1995. The following important factors could affect future results and could cause those results to differ materially from those 
expressed in the forward-looking statements: adverse conditions in the U.S. and international economies; competition in our markets; material adverse 
changes in labor matters, including labor negotiations, and any resulting financial and/or operational impact; material changes in available technol-
ogy; any disruption of our key suppliers’ provisioning of products or services; significant increases in benefit plan costs or lower investment returns on 
plan assets; breaches of network or information technology security, natural disasters or terrorist attacks, or existing or future litigation and any 
resulting financial impact not covered by insurance; technology substitution; an adverse change in the ratings afforded our debt securities by nationally 
accredited ratings organizations or adverse conditions in the credit markets impacting the cost, including interest rates, and/or availability of financing; 
any changes in the regulatory environments in which we operate, including any increase in restrictions on our ability to operate our networks; the 
timing, scope and financial impact of our deployment of broadband technology; changes in our accounting assumptions that regulatory agencies, 
including the SEC, may require or that result from changes in the accounting rules or their application, which could result in an impact on earnings; our 
ability to complete acquisitions and dispositions; and the inability to implement our business strategies.
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Condensed Consolidated Statements of Income

(dollars in millions, except per share amounts)

Unaudited
 3 Mos. Ended 

12/31/11
 3 Mos. Ended 

12/31/10  % Change 
 12 Mos. Ended 

 12/31/11 
 12 Mos. Ended 

12/31/10  % Change 

Operating Revenues $  28,436 $  26,395 7.7 $  110,875 $  106,565 4.0 

Operating Expenses
Cost of services and sales  12,090  10,610 13.9  45,875  44,149 3.9 
Selling, general & administrative expense  13,278  5,291 *  35,624  31,366 13.6 
Depreciation and amortization expense  4,180  4,083 2.4  16,496  16,405 0.6 
Total Operating Expenses  29,548  19,984 47.9  97,995  91,920 6.6 

Operating Income (Loss)  (1,112)  6,411 *  12,880  14,645 (12.1)
Equity in earnings of unconsolidated businesses  97  113 (14.2)  444  508 (12.6)
Other income and (expense), net  (84)  43 *  (14)  54 *
Interest expense  (703)  (567) 24.0  (2,827)  (2,523) 12.0 
Income (Loss) Before (Provision) Benefit  

for Income Taxes  (1,802)  6,000 *  10,483  12,684 (17.4)
(Provision) benefit for income taxes  1,590  (1,352) *  (285)  (2,467) (88.4)
Net Income (Loss) $  (212) $  4,648 * $  10,198 $  10,217 (0.2)

Net income attributable to noncontrolling interest $  1,811 $  2,009 (9.9) $  7,794 $  7,668 1.6 
Net income (loss) attributable to Verizon  (2,023)  2,639 *  2,404  2,549 (5.7)
Net Income (Loss) $  (212) $  4,648 * $  10,198 $  10,217 (0.2)

Basic Earnings (Loss) per Common Share 
Net income (loss) attributable to Verizon $  (.71) $  .93 * $  .85 $  .90 (5.6)

Weighted average number of common shares (in millions)  2,835  2,829  2,833  2,830 

Diluted Earnings (Loss) per Common Share(1)

Net income (loss) attributable to Verizon $  (.71) $  .93 * $  .85 $  .90 (5.6)

Weighted average number of common shares — 
assuming dilution (in millions)  2,835  2,831  2,839  2,833 

Footnotes: 

(1) If there is a net loss, diluted EPS is the same as basic EPS. Diluted Earnings per Share includes the dilutive effect of shares issuable under our stock-based compensation plans.

 Certain reclassifications have been made, where appropriate, to reflect comparable operating results.

* Not meaningful
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Condensed Consolidated Balance Sheets

(dollars in millions)

Unaudited  12/31/11  12/31/10  $ Change 

Assets
Current assets

Cash and cash equivalents $  13,362 $  6,668 $  6,694 
Short-term investments  592  545  47 
Accounts receivable, net  11,776  11,781  (5)
Inventories  940  1,131  (191)
Prepaid expenses and other  4,269  2,223  2,046 

Total current assets  30,939  22,348  8,591 
Plant, property and equipment  215,626  211,655  3,971 

Less accumulated depreciation  127,192  123,944  3,248 
 88,434  87,711  723 

Investments in unconsolidated businesses  3,448  3,497  (49)
Wireless licenses  73,250  72,996  254 
Goodwill  23,357  21,988  1,369 
Other intangible assets, net  5,878  5,830  48 
Other assets  5,155  5,635  (480)

Total Assets $  230,461 $  220,005 $  10,456 

Liabilities and Equity
Current liabilities

Debt maturing within one year $  4,849 $  7,542 $  (2,693)
Accounts payable and accrued liabilities  14,689  15,702  (1,013)
Other  11,223  7,353  3,870 

Total current liabilities  30,761  30,597  164 
Long-term debt  50,303  45,252  5,051 
Employee benefit obligations  32,957  28,164  4,793 
Deferred income taxes  25,060  22,818  2,242 
Other liabilities  5,472  6,262  (790)

Equity
Common stock  297  297  — 
Contributed capital  37,919  37,922  (3)
Reinvested earnings  1,179  4,368  (3,189)
Accumulated other comprehensive income  1,269  1,049  220 
Common stock in treasury, at cost  (5,002)  (5,267)  265 
Deferred compensation — employee stock ownership plans and other  308  200  108 
Noncontrolling interest  49,938  48,343  1,595 

Total equity  85,908  86,912  (1,004)
Total Liabilities and Equity $  230,461 $  220,005 $  10,456 

Verizon — Selected Financial and Operating Statistics 

Unaudited  12/31/11  12/31/10 

Total debt (in millions) $  55,152 $  52,794 
Net debt (in millions) $  41,790 $  46,126 
Net debt / Adjusted EBITDA(1) 1.2x 1.3x
Common shares outstanding end of period (in millions)  2,834  2,827 
Total employees  193,900  194,400 
Cash dividends declared per common share $  0.5000 $  0.4875 

Footnotes: 

(1) The adjusted EBITDA excludes the effects of non-recurring or non-operational items.

The unaudited condensed consolidated balance sheets are based on preliminary information.
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Condensed Consolidated Statements of Cash Flows

(dollars in millions)

Unaudited
 12 Mos. Ended 

 12/31/11 
 12 Mos. Ended 

12/31/10  $ Change 

Cash Flows From Operating Activities
Net Income $  10,198 $  10,217 $  (19)
Adjustments to reconcile net income to net cash provided by  

operating activities:
Depreciation and amortization expense  16,496  16,405  91 
Employee retirement benefits  7,426  3,988  3,438 
Deferred income taxes  (223)  3,233  (3,456)
Provision for uncollectible accounts  1,026  1,246  (220)
Equity in earnings of unconsolidated businesses,  

net of dividends received  36  2  34 
Changes in current assets and liabilities, net of effects from  

acquisition/disposition of businesses  (2,279)  202  (2,481)
Other, net  (2,900)  (1,930)  (970)

Net cash provided by operating activities  29,780  33,363  (3,583)

Cash Flows From Investing Activities
Capital expenditures (including capitalized software)  (16,244)  (16,458)  214 
Acquisitions of licenses, investments and businesses, net of cash acquired  (2,018)  (1,438)  (580)
Proceeds from dispositions  —  2,594  (2,594)
Net change in short-term investments  35  (3)  38 
Other, net  977  251  726 
Net cash used in investing activities  (17,250)  (15,054)  (2,196)

Cash Flows From Financing Activities
Proceeds from long-term borrowings  11,060  —  11,060 
Repayments of long-term borrowings and capital lease obligations  (11,805)  (8,136)  (3,669)
Increase (decrease) in short-term obligations, excluding current maturities  1,928  (1,097)  3,025 
Dividends paid  (5,555)  (5,412)  (143)
Proceeds from sale of common stock  241  —  241 
Proceeds from access line spin-off  —  3,083  (3,083)
Other, net  (1,705)  (2,088)  383 
Net cash used in financing activities  (5,836)  (13,650)  7,814 

Increase in cash and cash equivalents  6,694  4,659  2,035 
Cash and cash equivalents, beginning of period  6,668  2,009  4,659 
Cash and cash equivalents, end of period $  13,362 $  6,668 $  6,694
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Verizon Wireless — Selected Financial Results

(dollars in millions)

Unaudited
 3 Mos. Ended 

 12/31/11 
 3 Mos. Ended 

12/31/10  % Change 
 12 Mos. Ended 

 12/31/11 
 12 Mos. Ended 

12/31/10  % Change 

Operating Revenues 
Retail service $  14,562 $  13,513  7.8 $  56,660 $  53,308  6.3 
Other service  544  680  (20.0)  2,497  2,321  7.6 

Service  15,106  14,193  6.4  59,157  55,629  6.3 

Equipment  2,215  1,126  96.7  7,457  4,418  68.8 
Other  933  829  12.5  3,540  3,360  5.4 

Total Operating Revenues  18,254  16,148  13.0  70,154  63,407  10.6 

Operating Expenses
Cost of services and sales  6,707  4,817  39.2  24,086  19,245  25.2 
Selling, general & administrative expense  5,167  4,596  12.4  19,579  18,082  8.3 
Depreciation and amortization expense  2,045  1,881  8.7  7,962  7,356  8.2 

Total Operating Expenses  13,919  11,294  23.2  51,627  44,683  15.5 

Operating Income $  4,335 $  4,854  (10.7) $  18,527 $  18,724  (1.1)
Operating Income Margin 23.7% 30.1% 26.4% 29.5%

Segment EBITDA $  6,380 $  6,735  (5.3) $  26,489 $  26,080  1.6 
Segment EBITDA Service Margin 42.2% 47.5% 44.8% 46.9%

Footnotes:

The segment financial results and metrics above are adjusted to exclude the effects of non-recurring or non-operational items, as the Company’s chief operating decision maker 
excludes these items in assessing business unit performance.

Intersegment transactions have not been eliminated.

Certain reclassifications have been made, where appropriate, to reflect comparable operating results.
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Unaudited  12/31/11 12/31/10  % Change 

Connections (000)
Retail postpaid  87,382  83,125 5.1 
Retail prepaid  4,785  4,410 8.5 

Retail  92,167  87,535 5.3 

 Wholesale & other connections  16,500  14,711 12.2 
 Total connections  108,667  102,246 6.3 

Unaudited
 3 Mos. Ended 

 12/31/11 
 3 Mos. Ended 

12/31/10  % Change 
 12 Mos. Ended 

 12/31/11 
 12 Mos. Ended 

12/31/10  % Change 

Net Add Detail(1) (000)
Retail postpaid  1,207  872 38.4  4,252  2,529 68.1 
Retail prepaid  252  (69) *  372  (552) *

Retail  1,459  803 81.7  4,624  1,977 *

Wholesale & other connections  (490)  338 *  1,664  3,540 (53.0)
Total connections  969  1,141 (15.1)  6,288  5,517 14.0 

Churn Detail 
Retail postpaid 0.94% 1.01% 0.95% 1.02%
Retail 1.23% 1.37% 1.26% 1.38%

Revenue & ARPU Statistics
Total data revenues (in millions) $  6,278 $  5,268 19.2 $  23,646 $  19,550 21.0 
Retail postpaid data ARPU $  22.76 $  19.91 14.3 $  21.70 $  18.78 15.5 
Total data as a % of service revenues 41.6% 37.1% 40.0% 35.1%
Retail service ARPU $  53.14 $  51.79 2.6 $  52.69 $  51.51 2.3 
Retail postpaid ARPU $  54.80 $  53.45 2.5 $  54.34 $  53.14 2.3 

Retail Postpaid Connection Statistics
Total Smartphone postpaid % of phones sold 70.3% 49.3% 62.6% 42.0%
Total Smartphone postpaid phone base 43.5% 28.1%
Total Internet postpaid base 8.1% 7.0%

Other Operating Statistics
Capital expenditures (in millions) $  1,787 $  2,233 (20.0) $  8,973 $  8,438 6.3 

Footnotes: 

(1) Connection net additions exclude acquisitions and adjustments.

The segment financial results and metrics above are adjusted to exclude the effects of non-recurring or non-operational items, as the Company’s chief operating decision maker 
excludes these items in assessing business unit performance.

Intersegment transactions have not been eliminated.

Certain reclassifications have been made, where appropriate, to reflect comparable operating results.

* Not meaningful
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Wireline — Selected Financial Results

 
(dollars in millions)

Unaudited
 3 Mos. Ended 

 12/31/11 
 3 Mos. Ended 

12/31/10  % Change 
 12 Mos. Ended 

 12/31/11 
 12 Mos. Ended 

12/31/10  % Change 

Operating Revenues 
Consumer retail $  3,429 $  3,385 1.3 $  13,606 $  13,419 1.4 
Small business  684  700 (2.3)  2,731  2,837 (3.7)

Mass Markets  4,113  4,085 0.7  16,337  16,256 0.5 

Strategic services  1,990  1,735 14.7  7,607  6,602 15.2 
Other  1,939  2,142 (9.5)  8,015  8,714 (8.0)

Global Enterprise  3,929  3,877 1.3  15,622  15,316 2.0 

Global Wholesale  1,938  2,098 (7.6)  7,973  8,746 (8.8)
Other  159  229 (30.6)  750  909 (17.5)

Total Operating Revenues  10,139  10,289 (1.5)  40,682  41,227 (1.3)

Operating Expenses 
Cost of services and sales  5,511  5,608 (1.7)  22,158  22,618 (2.0)
Selling, general & administrative expense  2,213  2,267 (2.4)  9,107  9,372 (2.8)
Depreciation and amortization expense  2,115  2,161 (2.1)  8,458  8,469 (0.1)

Total Operating Expenses  9,839  10,036 (2.0)  39,723  40,459 (1.8)

Operating Income $  300 $  253 18.6 $  959 $  768 24.9 
Operating Income Margin 3.0% 2.5% 2.4% 1.9%

Segment EBITDA $  2,415 $  2,414  — $  9,417 $  9,237 1.9 
Segment EBITDA Margin 23.8% 23.5% 23.1% 22.4%

Footnotes:

The segment financial results and metrics above are adjusted to exclude the effects of non-operational items, as the Company’s chief operating decision maker excludes these items in 
assessing business unit performance.

Intersegment transactions have not been eliminated.

Certain reclassifications have been made, where appropriate, to reflect comparable operating results.
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Unaudited  12/31/11 12/31/10  % Change 

Connections (000)
FiOS Video Subscribers  4,173  3,472 20.2 
FiOS Internet Subscribers  4,817  4,082 18.0 
FiOS Digital Voice residence connections  1,884  817 *

FiOS Digital connections  10,874  8,371 29.9 

HSI and other  3,853  4,310 (10.6)
Total Broadband connections  8,670  8,392 3.3 

Primary residence switched access connections  9,906  11,757 (15.7)
Primary residence connections  11,790  12,574 (6.2)

Total retail residence voice connections  12,626  13,616 (7.3)
Total voice connections  24,137  26,001 (7.2)

Unaudited
 3 Mos. Ended 

12/31/11
 3 Mos. Ended 

12/31/10  % Change 
 12 Mos. Ended 

12/31/11
 12 Mos. Ended 

12/31/10  % Change 

Net Add Detail (000)
 FiOS Video Subscribers  194  182 6.6  701  722 (2.9)
 FiOS Internet Subscribers  201  197 2.0  735  796 (7.7)
 FiOS Digital Voice residence connections  424  145 *  1,067  798 33.7 

FiOS Digital connections  819  524 56.3  2,503  2,316 8.1 

 HSI and other  (103)  (145) (29.0)  (457)  (564) (19.0)
Total Broadband connections  98  52 88.5  278  232 19.8 

Primary residence switched access connections  (550)  (396) 38.9  (1,851)  (1,886) (1.9)
Primary residence connections  (126)  (251) (49.8)  (784)  (1,088) (27.9)

Total retail residence voice connections  (183)  (303) (39.6)  (990)  (1,349) (26.6)
Total voice connections  (382)  (543) (29.7)  (1,864)  (2,322) (19.7)

Revenue & ARPU Statistics
Consumer ARPU $  96.43 $  88.85 8.5 $  93.07 $  85.24 9.2 
FiOS revenues (in millions) $  2,216 $  1,875 18.2 $  8,293 $  6,904 20.1 
Strategic services as a % of total Enterprise revenues 50.6% 44.8% 48.7% 43.1%
 
Other Operating Statistics
Capital expenditures (in millions) $  1,632 $  2,171 (24.8) $  6,399 $  7,269 (12.0)

Wireline employees (000)  91.8  92.3 
FiOS Internet Open for Sale (000)  13,585  12,786 
FiOS Internet penetration 35.5% 31.9%
FiOS Video Open for Sale (000)  13,250  12,388 
FiOS Video penetration 31.5% 28.0%

Footnotes:

The segment financial results and metrics above are adjusted to exclude the effects of non-operational items, as the Company’s chief operating decision maker excludes these items in 
assessing business unit performance.

Intersegment transactions have not been eliminated.

Certain reclassifications have been made, where appropriate, to reflect comparable operating results.

* Not meaningful



News Items

Verizon to Provide Professional Services, 
Custom Networking Under U.S. General 
Services Administration’s CONNECTIONS 
II Contract

Nov 07, 2011 Federal agencies will be 
able to tap the power of advanced Verizon 
information technology, from the network to 
the desktop, under a new contract awarded 
by the U.S. General Services Administration.

Verizon was named a prime contractor 
under GSA’s CONNECTIONS II contract, 
which has a contract ceiling of $5 billion 
over nine years and three months. 
The company will compete to provide 
individual federal agencies with an array 
of professional and managed services and 
custom networking solutions at federal 
buildings and campuses. The offerings will 
include communications equipment and 
networking, professional services, consulting 
and support services, customer services, 
technical support and custom solutions 
covering the point of connection with the 
agency’s network all the way to the user 
desktop.

Live Verizon FiOS TV Coming Soon to 
Xbox, Complete With Kinect Voice and 
Gesture Controls

Nov 29, 2011 Verizon continues to expand 
the borderless lifestyle for consumers with 
the announcement of a new offer that 
makes a selection of live, FiOS TV channels 
available over the Xbox 360 Entertainment 
System.

Through a collaboration between Verizon 
and Microsoft, customers who are Xbox LIVE 
Gold members and who subscribe to both 
FiOS TV and Internet service will be able to 
view select live channels through their Xbox 
consoles. No extra hardware is required. 
And for the first time, these customers will 
be able to integrate their TV experience 
with voice and gesture commands through 
kinect for Xbox 360.

Lowell McAdam Elected Verizon 
Chairman; Melanie L. Healey, P&G Group 
President, Joins Board

Dec 01, 2011 The Board of Directors 
of Verizon Communications Inc. (NYSE, 
Nasdaq:VZ) elected Verizon President 
and CEO Lowell C. McAdam as chairman, 
effective Jan. 1, 2012. In addition, Melanie L. 
Healey, group president for North America 
at Procter & Gamble Co. (NYSE:PG), was 
elected as a new member of Verizon’s board, 
effective immediately.

McAdam has been president and CEO of 
Verizon since Aug. 1, with responsibility for 
all business operations at Verizon, including 
the strategic direction of the company’s 
products and technologies. He has served 
on the board of Verizon since March 2011 
and on the board of Verizon Wireless since 
2003, chairing the Verizon Wireless board 
since September 2010. He was president 
and CEO of Verizon Wireless until October 
2010, when he became president and COO 
of Verizon.

Verizon Communications Declares 
Quarterly Dividend

Dec 01, 2011 The Board of Directors of 
Verizon Communications Inc. (NYSE, Nasdaq: 
VZ) declared a quarterly dividend of 50 cents 
per outstanding share, unchanged from the 
previous quarter. The dividend is payable 
on Feb. 1, 2012, to Verizon Communications 
shareowners of record at the close of 
business on Jan. 10, 2012.

Verizon has approximately 2.7 million 
shareowners and approximately 2.8 billion 
shares of common stock outstanding. The 
company made $4.1 billion in dividend 
payments through the first three quarters  
of 2011.

Comcast, Time Warner Cable, and Bright 
House Networks Sell Advanced Wireless 
Spectrum to Verizon Wireless for $3.6 
Billion

Dec 02, 2011 SpectrumCo, LLC, a joint ven-
ture between Comcast Corporation, Time 
Warner Cable, and Bright House Networks, 
today announced it has entered into an 
agreement pursuant to which Verizon 
Wireless will acquire its 122 Advanced 
Wireless Services spectrum licenses covering 
259 million POPs for $3.6 billion. Comcast 
owns 63.6% of SpectrumCo and will receive 
approximately $2.3 billion from the sale. Time 
Warner Cable owns 31.2% of SpectrumCo and 
will receive approximately $1.1 billion.

Verizon Introduces 4G LTE Faster Than 
Any New Network Technology in  
the Company’s History, Now Covering 
More Than 200 Million People

Dec 14, 2011 Verizon Wireless, owner of the 
nation’s fastest 4G network, is turning on 4G 
Long Term Evolution (LTE) in 11 new markets 
and making expansions in seven markets 
on Dec. 15, bringing blazingly fast speeds to 
more than 200 million people in 190 markets 
across the United States. The company offers 
a broad array of 4G LTE-enabled devices, 
including notebooks and netbooks; hotspots 
and modems; and smartphones and tablets, 
such as the two new DROID XYBOARD tab-
lets by Motorola, to connect to the largest 4G 
LTE network in the nation. 

Verizon Wireless Adds to Growing List of 
4G LTE and Global Ready Devices at 2012 
International Consumer Electronics Show

Jan 10, 2012 Verizon Wireless is picking 
up where it left off in 2011 by adding six 
new 4G LTE devices to its expanding list. 
Verizon Wireless continues to lead the way 
in 4G with the fastest and most reliable 4G 
network in the United States. Additionally, 
for the first time on its network, Verizon 
Wireless announced a Global Ready™ 
BlackBerry® Curve™. From expanding its 
family of DROIDs to new Verizon Jetpacks™, 
Verizon Wireless introduced something for 
everyone at 2012 CES. 
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P R E S E N T A T I O N

Operator

Good morning and welcome to the Verizon second-quarter 2009 earnings conference call. (Operator Instructions). Today's
conference is being recorded. If you have any objections, you may disconnect at this time. It is now my pleasure to turn the call
over to your host, Mr. Ron Lataille, Senior Vice President Investor Relations of Verizon.

Ron Lataille - Verizon - SVP, IR

Good morning and welcome to our second-quarter 2009 earnings conference call. Thanks for joining us this morning. I'm Ron
Lataille. With me this morning are Denny Strigl, our President and Chief Operating Officer, and John Killian, our Chief Financial
Officer.

Before we get started, let me remind you that our earnings release, financial statements, the investor quarterly publication and
the presentation slides are available on our Investor Relations website. This call is being webcast, and if you would like to listen
to a replay, you can do so from our website.
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I would also like to draw your attention to our Safe Harbor statement. Information in this presentation contains statements
about expected future events and financial results that are forward-looking and subject to risks and uncertainties. A discussion
of factors that may affect future results is contained in Verizon's filings with the SEC, which are available on our website.

This presentation also contains certain non-GAAP financial measures. Reconciliations of these non-GAAP measures to the most
directly comparable GAAP measures are also on our website.

Next, I would like to quickly cover the difference between reported and adjusted earnings for the second quarter of 2009. In
the second quarter, reported earnings per diluted share were $0.52. Adjusted earnings per share before the effects of special
items were $0.63. We are excluding the following special items from adjusted results.

The first item is an after-tax charge of $253 million or $0.09 per share for pension settlement losses resulting from our separation
plans. Pension accounting rules require that settlement losses be recorded once prescribed payment thresholds have been
reached. We are also excluding an after-tax charge of $60 million or $0.02 per share, which is for merger integration costs and
acquisition-related fees.

Amortization expense related to customer lists is not part of the special items that we have excluded from adjusted results. This
represented a little more than $0.01 of EPS in the second quarter and is estimated to be about $0.05 for the full year.

Also, as we stated last quarter, the wireless properties that we will be divesting in connection with the Alltel acquisition are
included in our current Wireless results and will be until those transactions close.

In addition, the Wireline properties which will be spun off and acquired by Frontier will remain in our results until the closing
of that transaction.

With that, I will now turn the call over to our Chief Financial Officer, John Killian.

John Killian - Verizon - EVP & CFO

Thanks, Ron, and good morning to everyone. Before we get into the details of our quarterly performance, I would like to share
a few of my perspectives on our results.

When I look at the quarter, I believe that our results show that we are very sound financially, and we are executing with a great
deal of discipline. Clearly the broader economic issues are affecting the business. However, I'm very pleased with the success
we had in Wireless, FiOS and strategic business services this quarter. I think this reflects the best assets in the industry, great
scale, effective marketing and a seasoned management team.

I'm already looking ahead at the opportunities we have both in terms of revenue initiatives and cost savings. So while the current
environment is challenging, there are still ways we can improve operations, and I'm very focused on these areas.

So let's start on slide three with our consolidated results. Overall, on the top line, we generated pro forma revenue growth of
nearly 2%. As Ron indicated, we produced $0.63 of earnings per share in the second quarter, bringing our first-half total to $1.26.
Cash flows from operations were strong in the first half of the year growing nearly 12%. Free cash flow of $6 billion was significantly
higher than a year ago, up $1.8 billion year-to-date. Capital spending was down 3.6% for the first six months. As I said on our
first-quarter earnings call, we will be very disciplined in terms of capital allocation and spending in order to maximize free cash
flow.

As far as the balance sheet is concerned, debt reduction is going according to plan. Net debt stands at $64.1 billion, which is
about 1.8 times EBITDA for the last 12 months on a pro forma basis. We have completely repaid the $12 billion bridge loan
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associated with the Alltel transaction through the issuance of a series of notes at Verizon Wireless with varying amounts and
maturities together with cash generated from operations.

Okay. Let's take a closer look at the revenue trends starting on slide four. In the second quarter, I would say that there are two
trends affecting revenues.

First, there are several areas of the business that continue to perform well and post solid growth, most notably Wireless services
and Wireless data revenue. I will provide further details in a couple of minutes, but I would emphasize that Wireless is an
increasing percentage of our overall revenues. Wireless currently makes up more than 57% of our top line, and after the Frontier
transaction, it should be more than 60%.

On the Wireline side, we are seeing solid growth in FiOS, which is driving good consumer growth, and with the enterprise
market, newer services like IP are also performing well. This growth is the result of our consistent approach to network investment
and indicates that we continue to compete effectively and provide the products and services that customers continue to find
valuable.

The second trend is more obvious, and that is the continued impacts of the economy, especially in the business markets. These
adverse effects are primarily in volume-driven products, most notably voice, and we are seeing these effects in the small, medium
and large enterprise markets. In the aggregate second-quarter consolidated revenues were still up both sequentially and
year-over-year.

Now let's go through the segments, starting with Wireless on slide five. Total operating revenues for the quarter were $15.5
billion, up 27.7% from a year ago. On a pro forma basis, total Wireless revenues increased 7.6%, and more importantly, total
service revenues were up 9%. And we continued to produce year-over-year growth in total service ARPU with an increase of
0.6% on a pro forma basis, which is a good result.

Taking a look at customer results, we turned in another very good quarter of high quality customer growth. Gross adds of 4.7
million were essentially flat year-over-year, due in part to lower demand on the business side. Net adds totaled 1.1 million, all
retail and essentially all postpaid. Retail prepaid net adds totaled 67,000 in the quarter. So we ended the quarter with a total of
87.7 million customers. 80 million or 91% of our base is retail postpaid. Of the rest 5.2 million are retail prepaid, and about 2.5
million customers are from resellers.

Churn improved sequentially but was up from second quarter last year. On a pro forma basis, total churn of 1.37% was up 14
basis points year-over-year, and retail postpaid churn was up 12 basis points to 1.01%. The uptick is primarily due to cyclical
factors with about half attributable to business-related disconnects of PC cards and the rest mainly line disconnects in small
business. Overall our Wireless segment continues to produce solid growth in both customers and revenue.

Let's take a closer look at the drivers of Wireless revenue growth. As you know, data continues to be the predominant driver of
topline growth in Wireless, and it is increasingly becoming a larger part of a growing revenue pie, representing more than 29%
this quarter. Data revenue growth was 33.2% this quarter with non-messaging services up 44% and messaging up 20%. Data
ARPU increased to just under $15.

Customers are increasingly seeking broadband mobility, which is expanding the demand for products and devices that leverage
our network data capabilities. PDAs and smartphone sales remain strong, representing about 40% of new device sales this
quarter. Continued growth in PC cards, despite some cyclical effects, and new products like Netbooks and MiFi Devices are also
helping to expand the mobile broadband market. We see plenty of upside revenue opportunity, and the proliferation of new
devices in the pipeline will stimulate both adoption and demand for increased wireless broadband data usage.

The main point here is that we are leading the industry in the deployment of LTE, and we are the most proactive company in
enabling and preparing for continued growth in wireless data. Starting with our acquisition of nationwide 700 megahertz
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spectrum, coupled with our Open Development initiative, our leadership in the deployment of LTE, the formation of the Joint
Innovation Lab and several other innovative partnerships, we continue to position ourselves to benefit from the growth potential
of broadband mobility.

Another important area is the growth of mobile applications. We are intent on making the Verizon Wireless platform the choice
for developers. Tomorrow we are holding our first ever Verizon Developer Community Conference in San Jose, which will be
focused entirely on fostering the development of new mobile applications. We will detail how developers can take advantage
of new tools and resources to build great applications for our more than 87 million customers.

There is a lot of excitement building around this event, and our goal is to have our "Apps Store up and running by the end of
the year. Clearly we feel very good about the competitiveness of our Wireless business. Our second-quarter performance once
again demonstrates our ability to achieve both solid growth and strong profitability, and this value-creating model is producing
continued growth in free cash flow.

As you can see on slide seven, EBITDA was $6.2 billion this quarter, up 9.4% from last year on a pro forma basis. The second-quarter
EBITDA margin on service revenue was an industry-leading 46.3%. Wireless capital spending was $1.8 billion in the second
quarter for a total of $3.3 billion year-to-date.

The integration of Alltel is going very well. Nearly half of the former Alltel customer base has been converted to our billing
system, and they now have access to our full suite of products and services. And we are on track to convert essentially all
customers by the end of October.

So to sum up, solid growth, profitability and cash flows from our Wireless segment.

Let's move to Wireline. As I indicated earlier, we saw good success in the consumer market as FiOS continues to be a superior
product, driving overall growth in consumer revenues. We have great momentum in FiOS, which provides us with a significant
opportunity to drive further growth in both customers and revenue. FiOS continues to expand into new areas, and we plan to
have about 70% coverage of our telecom footprint subsequent to the Frontier transaction.

In business markets we continue to see economic conditions affecting both revenues and margins. From a profitability perspective,
Wireline margins have been impacted primarily by cyclical economic pressures. In addition, there are headwinds from incremental
pension and OPEB costs.

I have been very focused on the cost side since taking over as CFO. Although we are taking steps to mitigate the negative
impacts of the economy in the short term, we also need to more significantly reduce the Wireline cost structure over the next
12 to 18 months.

As part of our ongoing program to resize and reduce the cost structure, we reduced headcount by more than 8000 over the
last 12 months. We plan to do more than 8000 in force and contractor reductions in the second half of this year. We are also
attacking all other cost categories, including network integration, travel, sourcing, rationalizing our real estate portfolio and all
other areas.

Let's take a closer look at revenues starting with mass markets. Mass markets includes consumer and small and medium business
with a majority of these revenues in the consumer market where FiOS broadband and video continue to drive revenue and
ARPU growth.

Second-quarter consumer revenues grew again this quarter by 2% year-over-year. FiOS revenues totaled more than $1.3 billion
in the quarter, up 60.3% compared with the second quarter last year. We have also seen consistently strong growth in consumer
retail ARPU, which increased to more than $72 this quarter, up 13.7% from a year ago. FiOS ARPU remains very strong at more
than $135 per month.
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On the traditional access line side of the business, we saw modest improvement in the level of total switched access line losses.
We had another great quarter of FiOS performance, adding 300,000 TV customers and 303,000 Internet customers. Our penetration
rates are strong, and we continue to expand FiOS availability.

In the past 12 months, we have increased our base of both FiOS TV and FiOS Internet customers by more than 1.1 million, and
we have expanded the availability of our FiOS triple play by about 46% to 10.3 million homes open for sale at the end of June.

And DSL is holding its own, especially when you recognize that between 20% and 25% of the FiOS gross adds are DSL migrations.
The positive implications are twofold. One, we are taking market share from cable, and two, we are successfully up-selling FiOS
to our existing broadband customers.

From a FiOS deployment perspective, we passed an additional 650,000 homes in the quarter, which puts us at 13.8 million in
total. We are on track to be substantially finished with the deployment by the end of 2010, which has positive implications for
both capital spending and free cash flow.

We are very pleased with our progress in FiOS. The financial model is working. Consumers recognize it as a high quality service
that is superior to anything in the market today. There is plenty of marketing buzz, and demand is strong. The key point here
is that we have been able to replicate the operational and financial success we experienced in the smaller early markets like
Texas across our newer and larger markets like the Potomac region, which includes Virginia and Maryland. Our increased scale
is driving revenue growth, higher ARPUs and improving margins.

We continue to enhance the customer value proposition by introducing new features and functions, which further differentiate
FiOS in the marketplace. Examples include faster upstream and downstream Internet connection speeds; our localized FiOS 1
news and information channel, which is available in certain markets; and interactive applications which allow customers to
interact with sites like Facebook and Twitter while watching TV.

Let's turn next to the rest of the Wireline revenues, which include global enterprise and wholesale. When I look at the large
enterprise business markets, I think there are four notable trends affecting both retail and wholesale revenues.

First, as I mentioned earlier, we continue to see year-over-year growth in strategic services, particularly global IP. Second, the
cumulative effect of unemployment is clearly impacting usage volumes. Third, delayed decision-making on the part of CIOs is
adversely affecting IT spending and CPE sales, and fourth, negative foreign exchange currency effects continue to impact
year-over-year revenue comparisons.

From an operational perspective, we continued to compete very well. We have not lost any major customers. We have been
successful in terms of new contracts with some good wins this quarter. So we are encouraged by that.

Longer term the continued shift to private IP and managed services is creating global opportunities for companies like us. We
are very focused on positioning ourselves to capture our share of these opportunities when the economy improves.

In June we introduced a very comprehensive on-demand cloud-based computing as a service solution for enterprise customers.
This service, which leverages our global IP infrastructure and data centers, will help business and government agencies be more
efficient and securely manage IT resources in a very cost effective manner. We expect a great deal of interest from many of our
enterprise customers, particularly in this resource constrained environment.

So, on the Wireline side, we have good growth with FiOS and IP services, offset by cyclical impacts in business. We are focused
on trying to mitigate these impacts on our profitability, although we realistically expect these pressures to continue throughout
the second half of the year.
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So to quickly sum up, our second-quarter and first-half performance reflects good operational execution in the key strategic
areas. Our balance sheet is healthy, and will continue to improve over the next few years as we pay down Wireless debt. We are
very focused on our cost structure and believe there are significant opportunities to reduce costs over the next couple of years.

Our cash outlook is strong and will allow us to continue investing for growth while improving our capital efficiency and pay an
attractive dividend creating value for shareholders. We are making good progress on the strategic front both in terms of the
continued integration of the Alltel properties and in preparation for the divestiture of the Wireline properties to Frontier.

Lastly, we recognize the impacts the current economy is having on the business, and we are focused on ways to offset these
effects.

And with that, I would like to turn back to Ron so he can get to your questions.

Ron Lataille - Verizon - SVP, IR

Fran, Denny and John are now available to take questions.

Q U E S T I O N S  A N D  A N S W E R S

Operator

(Operator Instructions). David Barden, Bank of America.

David Barden - Bank of America - Analyst

Two, if I may, on Wireless pricing. First, at the higher end of the market guidance, as you are about to deploy LTE data services
this year and then more broadly next year, how do you guys think about the pricing model and preserving the revenue
contribution you are getting today from the 3G service set? Are you expecting people to spend up, or how do you plan to kind
of preserve the value that you have created in 3G while overlaying this 4G product?

And then at the lower end, obviously there has been a tremendous amount of focus on your partnership with TracFone. Some
have theorized that it is a Trojan horse to de-stabilize the market at the lower end and as part of a broader strategy there. Could
you kind of talk through how you are thinking about that relationship and what it is intended to accomplish and where it stands
today?

John Killian - Verizon - EVP & CFO

This is John. I will start with the front end on the LTE, and then Denny will hit the TracFone part of it. You know, we are in the
very early days obviously on LTE. We are doing our trials this year. We have talked about deploying next year to 30 markets, 100
million pops roughly.

You know, a lot of the pricing that we will have out in the marketplace initially will be on our broadband access kinds of offerings.
It will very much follow the kind of pricing structure that we have in place today. We will be 12 months down the road in a much
bigger rollout there, so we will continue to monitor the market.

The other thing with LTE, though, there are a range of other applications, machine to machine kinds of things. So pricing
structures for that will evolve as we go through the next 12 months.
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Denny Strigl - Verizon - President & COO

And David, I like your Trojan horse strategy, but, frankly, that was not our intent. So we know investors have been interested in
TracFone's introduction of the product that they call Straight Talk. And we are not here to disclose the terms and conditions of
the contracts that we have with any of our partners, but I will address some of the broader issues of the TracFone arrangement.

First of all, I think that we have been very consistent in our comments that our key focus has been and will continue to be on
the retail postpaid market, and there is no change in that strategy. That does not mean, however, that we will ignore the prepaid
or our reseller partners.

The second point that I would make is that we will always look for opportunities to capture share on a profitable basis, but we
would not do that by cannibalizing our own postpaid base. So our TracFone agreement is consistent with the points that I have
just made. Of course, TracFone decides on the retail price that it enters the market with, and the use of the Verizon Wireless
brand on the packaging of that product is an experiment or a trial, if you will. It is too early to say if the licensing of the use of
the brand will continue. It is a six-month trial, and we have the flexibility to pull the brand name at any time.

So, as I said, I won't disclose any specific terms or pricing, but you can assume that our contracts are designed to provide flexibility
and periodic opportunities to evaluate performance and make any adjustments that we feel may be necessary.

So, Dave, thank you for your question.

Operator

Michael Rollins, Citigroup Investment Research.

Michael Rollins - Citigroup Investment Research - Analyst

Just two questions for you. First, I was wondering if you can give us a sense of where the Alltel synergies stand in dollars? I realize
it is early, but as of the second quarter, that would be great.

The second question is, if I look at the Wireline business, the primary line loss improved it looks like roughly 100,000 year over
year in the second quarter. And I'm wondering if you could talk about that trend a little bit more in the sense of, it is a gross add
versus churn issue? And is it a FiOS versus non-FiOS market issue, and give us maybe a little bit more color as to what is driving
that and whether this is something we should expect to see in the future?

John Killian - Verizon - EVP & CFO

On the Alltel synergies side, we are making very good progress here on the Alltel synergies. We have converted a couple of --
two out of the four regions to our billing systems now. That has gone extremely well. You know, signage, stores, all of that is
progressing along the way.

As you remember, we said first full year would be somewhere in the range of $500 million to $600 million of expense synergies.
We still feel very good about those numbers, very confident on that.

What I would tell you is in the first half of the year we have realized about 25% to 30% of that synergy level, so there will be
more of an uptick as we get into the second half of the year on benefits.
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Likewise, our spending will also go up on the capital side related to Alltel integration. On the access line side, we clearly do see
a benefit, Mike, as we get FiOS out more into the marketplace. Our performance in non-FiOS areas is not quite as good as the
FiOS side. So the success we are having with FiOS is helping us on the access line side. We do have tremendous attention on
non-FiOS areas also from a management and performance perspective.

Denny Strigl - Verizon - President & COO

And Mike, if I could just add to what John has said here, we often get the question concerning cable competition in small
business. And so my comment addresses that small business market in particular. So we are seeing an economic impact in some
shift to Wireless. We think that we are holding share, and there has been, I guess I would call it at this point, limited impact due
to cable competition. But we will monitor that closely. We are focusing on our marketing message to small business customers.
We are making sure the accounts that we have are covered with the proper level of sales team coverage. And similar to what
John mentioned, extending FiOS to multi-tenant units for small business customers is certainly in our game plan.

Operator

Simon Flannery, Morgan Stanley.

Simon Flannery - Morgan Stanley - Analyst

John, you talked about accelerating cost reduction plans in the Wireline space. Can you give us a sense of what the timing on
that will in terms of the heads coming out, has that started already? Will that start to go through Q3 so you will really see a
bigger impact in Q4 than in Q3?

And then, Denny, if you could help us understand a little bit more where you are in understanding the capital spending associated
with rolling out LTE. Thank you.

John Killian - Verizon - EVP & CFO

Okay. The force reductions and the expense reductions that I mentioned in the Wireline business, the backdrop here is I really
said over the next 12 to 18 months we will have a lot of attention -- we have in the past -- but we will really be accelerating our
attention on the cost side of the equation, particularly in the Wireline business.

But force is starting to go off as we speak. A good size of the force reductions will occur in the third quarter. There will be some
also in the fourth quarter. I mentioned that if you look at the Wireline side of the business, over the last 12 months, we reduced
the force by about 8000 in total. We will do at least that in the second half of the year when you look at force and contractors,
and candidly we are looking at all other areas of expense also.

Denny Strigl - Verizon - President & COO

And so, Simon, on your LTE question, maybe it would be helpful if I just clarified our current game plan with LTE. So we plan to
conduct LTE trials in Seattle and in Boston later this year. We are working on a launch of commercial LTE services and up to 30
markets next year. Our plan is to cover 100 million pops.

In 2011 and 2012, we will continue to expand significantly with the ultimate goal being to cover all of our pops with this great
product by the end of 2013. The financial impact of LTE this year I would call no specific bubble in our numbers. It is a very small
amount.
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Next year we will be spending on LTE. We have not made public that amount. But I will tell you it is no significant addition on
top of our planned capital budget for the Wireless group.

Operator

John Hodulik, UBS.

John Hodulik - UBS - Analyst

Just a quick follow-up to that, John. The cost reductions that you planned for the second half, do you think that will be enough
to sort of arrest the sequential decline we have seen in Wireline margins, or do we have to wait for a turn in the economy and
an improvement in the business market for that to either stabilize or start heading in the right direction?

And then secondly, on broadband you had a strong broadband quarter. Can you just talk about the trends you are seeing in
that business? Were there new promotions that were driving it, or is it just a function of the strength that you saw in the overall
FiOS growth?

John Killian - Verizon - EVP & CFO

On the margin side of the business, the cost efforts that we will have in the second half of the year will certainly help on the
margin side. Continuing to get further down the path with FiOS will also help.

That being said, we are still facing the cyclical pressures that are affecting our enterprise, our small business and our wholesale
side of the house. So we really have to see how that plays out. We have a lot of attention on margin, as I talked about on the
front end here, on the expense side. There are a number of things we are also doing on the FiOS side, including we have a price
increase going in for new customers and customers that will be coming out of contract. So that will also help us from that
perspective.

Denny Strigl - Verizon - President & COO

So, John, on the broadband growth side, let me first say that we have been focused on keeping our DSL customers probably
more in this last six months than we had in the past very focused on the packages that we provide and making sure that our
customers understand that they are important and that we do have a good DSL product.

Now let me comment a bit. I think you may know some of this in terms of the promotions that we had in the second quarter
for FiOS. So we have three triple-play packages -- good, better, best. Our prices range from $99.99 to $134.99. That is before the
premium add-ons that we offer.

As you move from good to best, you get higher Internet speeds. For example, good generally comes with 15/5 speeds, and we
have areas with 35/20 speeds in our best packages. TV adds additional channels for our customers, additional high-definition
channels and premium channels, a very competitive offering I think you all know. We are currently offering a net book or
camcorder for customers who sign-up for better and best offers. The Netbook is about $300 value, and we send the customer
a voucher after they have been with us for 90 days, which they can send to Compaq for the computer. They pay the shipping
and handling costs of about $45 to $55. If an existing FiOS customer adds Internet or TV, they can get the camcorder free, or
for $99 they can get the Netbook. And I think, as you know, we change our promotional offers periodically, and the current
offer should end in another couple of weeks, and we will come to market with yet an additional offer. So we have been very
aggressive in going after both FiOS and in keeping our DSL customers.
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Operator

Jason Armstrong, Goldman Sachs.

Jason Armstrong - Goldman Sachs - Analyst

A couple of questions on wireless, maybe a follow-up on the wholesale strategy and maybe specifically just how we should
think about the modeling of this from a margin perspective. Maybe specifically is this a segment where you are requiring at
least retail-like EBITDA margin in order to facilitate resellers on the network?

And then maybe a second question just on Wireless. A number of competitive handset offerings surfacing late in the quarter
whether it is the new iPhone, the Palm Pre, etc., obviously these surfaced in more the June timeframe, which seems to raise the
risk profile a little bit as you are exiting the quarter. Can you step us through the trends and maybe speak to the exit rates you
saw?

John Killian - Verizon - EVP & CFO

When we look at the reseller line of business, as well as our prepaid side, clearly we are very conscious of what the margin
contribution is. We are also very conscious, as Denny Strigl mentioned earlier, with our prime strategy being the postpaid side,
not risking the cannibalization of that postpaid stream.

So we have tremendous attention around the margin levels. We don't provide information in terms of what kind of margin
levels we are driving on the postpaid side, the retail side versus the wholesale side. But let it just suffice to say, it is an area of
focus for us.

You know, on the reseller channel, you don't have the marketing expenses; you don't have the cost of acquisition. It has not
been a big impact on us either. If you look in the second quarter, not a lot of adds on the reseller side. So I will let Denny talk to
the device issue now.

Denny Strigl - Verizon - President & COO

Okay, will do. You can expect to see a steady stream of attractive devices coming from Verizon Wireless. For example, we
launched the BlackBerry Tour on July 12. We plan to refresh the Storm later this year. Android is on our roadmap. We have
Motorola devices that are coming, and we plan to offer the Palm Pre early next year, and we have continued excellent relationship
with the LG and Samsung. So yes, we do have a great device lineup. By the way, they are in the market today. They only improve
going forward, and we feel very good about that.

Jason Armstrong - Goldman Sachs - Analyst

Like I said, thanks for that -- just asking more about competitive offerings that you saw. The churn results came in better than
I think we and most people were expecting. That was a positive surprise. You talked to the trends within the quarter. I think
that the Bear case here might be that June maybe there's a little bit more pressure than the other months just related to the
competitive offerings. Can you speak to that?
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John Killian - Verizon - EVP & CFO

This is John. On the churn side, you know, Lowell and his team have a lot of focus around churn. We improved sequentially from
the first quarter, up slightly from the same quarter a year ago. Most of that candidly was driven by impacts on the business side
-- broadband access, loss of employment, those kinds of things.

Operator

Mike McCormack, JPMorgan.

Mike McCormack - JPMorgan - Analyst

Maybe to circle back on Jason's questions real quickly. Just on the iPhone impact, the 3G S, the $99 iPhone, are you seeing any
significant differences this time as opposed to when they rolled out the first 3G phone last July?

And then secondly, on the enterprise side, obviously the economy is having an impact there, but I'm wondering if there is not
also some more aggressive behavior by some of the competitors whether it's the small, medium-sized opportunities or even
with the large side getting more aggressive on price, trying to take obviously tougher share.

Denny Strigl - Verizon - President & COO

Okay, Mike. I got it. I understood Jason's question also. So let me hit the iPhone head on here. So clearly the iPhone has been a
successful device, which for us has expanded the overall smartphone market. It has had an impact on our porting ratio. We are
still competing successfully in the marketplace, and we will continue to do so.

I think that the lineup that I mentioned, the pipeline of products we have coming I think leave us in a strong position. Yes, we
did see an uptick in the last couple of weeks of June, no question about that. But I think we are extremely well-positioned going
forward.

John Killian - Verizon - EVP & CFO

On the enterprise side of the business, we would really point to the cyclical impacts -- what is happening with employment,
particularly the loss of employment. We are not losing business, to be candid with you, to competitors. If anything, we are
positive in terms of new customer contracts, very strong retention with the existing customers. We think we are very well
positioned for when the economy turns around, employment starts to turn around. Fran Shammo who runs that business and
his team has had tremendous focus around cost as we have gone through this downturn and trying to minimize any impacts
on margin as we go through here. So competitive activity really has not been the issue as it relates to us. It has been much more
the economy and employment.

Mike McCormack - JPMorgan - Analyst

John, how would you characterize the pricing environment? Is it unchanged?

John Killian - Verizon - EVP & CFO

I think it is, Mike. I think we talked about on the last quarter call that we had seen some stabilization, which we think is important.
I think we continue to see that, to be quite candid with you, right now. So I would not say the pricing environment has been a
big negative this quarter.
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Operator

Chris King, Stifel Nicolaus.

Chris King - Stifel Nicolaus - Analyst

I just wanted to get your thoughts on a couple of the recent developments in Washington. You guys have been fairly proactive
on a couple of issues; handset exclusivity and roaming being two of them. I just was wondering what your initial feedback that
you guys were getting from Washington on those steps that you guys have taken? And how you view the environment seems
to have turned to be a little bit more aggressive going up against the large telcos in the US. I just wanted to get your thought
process on that, and what you guys see over the course of the next six to 12 months is kind of impacting the Washington
environment?

Denny Strigl - Verizon - President & COO

Okay, Chris, I will start and, of course, John can add. On the handset exclusivity piece, so we did announce a six-month handset
exclusivity limit. So we were attempting or are attempting to be proactive there.

Any new exclusivity arrangement we enter with handset makers will last no longer than six months for all manufacturers and
all devices. Exclusivity arrangements, we strongly believe do promote competition and innovation in device development and
design. So our take here is that this approach is fair to all sides.

You know, when you think about what Apple has done in bringing the iPhone into the marketplace, it truly has accelerated
innovation. And as we talk to all of our manufacturers, everybody has come out with their own iconic device, and I think that
this has been very good overall for our customers.

Relative to what we read about the DOJ review, if the DOJ conducts an investigation, we think that they will find a track record
of vigorous competition. It has always been that way in the wireless business. We at Verizon Wireless have demonstrated over
and over again our dedication to competition on the merits of our products, our services, our prices. I also think the record
shows that the Wireless and Wireline markets overall in the US are extremely competitive at this point with many new players
in the marketplace.

Relative to roaming, we work out roaming agreements with carriers on a carrier by carrier basis. I will tell you that we work very
hard to make sure our roaming agreements are fair. We feel that we have a very good track record and a strong position.

Operator

Tim Horan, Oppenheimer & Co.

Tim Horan - Oppenheimer & Co. - Analyst

Two quick follow-ups or one follow-up. On the TracFone deal, I'm assuming that the pricing that you are offering is multiyear
other than the brand name. Would this be considered a multi-year agreement?

I know on some of the television advertising, they also also use -- talk about America's most reliable network or best network.
I don't know if that's part of the contract or not of the six-month trial.
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And then secondly, if you can give us just a quick update on Frontier, how is the process going and maybe what are the main
regulatory concerns?

John Killian - Verizon - EVP & CFO

On the Frontier piece, let me start with that. We filed the S4 on Friday, so we are starting to get into a period where we are
limited on how much we can say. We have made all of the regulatory filings. So we are making all the progress we need to make
there. We think Maggie and the Frontier team have done a very good job speaking about the transaction, and we think everything
is going quite well from that perspective.

On the TracFone piece here, yes, it is a multiyear agreement in terms of pricing and those kinds of things. From a branding, as
Denny mentioned earlier, it is a six-month trial, and we have the ability to pull that earlier if we chose to. I'm not sure myself
about America's Network piece of it. I don't know, Denny, if you have a comment there.

Denny Strigl - Verizon - President & COO

To be honest, I'm not sure. We will look into that and get back to you on that. The only other piece I would add is we do strike
multiyear contracts with our resellers.

Tim Horan - Oppenheimer & Co. - Analyst

Sure. John, could you just talk about maybe what the main regulatory concerns were going through the Frontier process, the
compensations you have had?

John Killian - Verizon - EVP & CFO

The main regulatory concerns? Yes, I think I am limited, Tim, on how much I can say. But I think you know what they are. It is
continued investment in those particular territories as they get spun out would probably be at the top of the list. There is always
quality of service; those kinds of things would also be there.

Operator

Phillip Cusick, Macquarie.

Phillip Cusick - Macquarie - Analyst

Just a quick follow-up on Tim's and then a different question. On the wholesale side, are you telling us you have no ability to
pull back the pricing that TracFone has put out there? That it is a multiyear contract, and you don't have any control on them
essentially offering a 60% discount on your service, first of all?

And second of all, the inventories I noticed were up pretty substantially sequentially. You talked about free cash flow plan, but
is there anything in particular that is ramping up on the inventories side because we had talked to Doreen back in January and
she was talking about set-top boxes and handsets both down by quite a bit?
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John Killian - Verizon - EVP & CFO

Let me hit the cash flow and inventory, and then Denny will follow-up and finish with the TracFone. Look, we have tremendous
focus on cash from ops and free cash flow. We had very good growth -- 12% growth in cash from operations, 43% growth in
free cash flow. We also have focused, to be honest, on all balance sheet items, working capital.

The issue in the quarter was you are right; we had some inventory buildup that was principally as we get into the third quarter
on the Wireless side. It was stocking for the Storm and some of the other new devices. We are very comfortable with those levels
there. We will continue to work that off as we go through the year. But that is really what drove that.

Seasonally in the second quarter, receivable balances, if you look back in time, go up a bit. It all has to do with billing cycles and
those kinds of things. So we are not at all uncomfortable with the inventory level of what is happening from a working capital
perspective.

Denny Strigl - Verizon - President & COO

So back to the TracFone agreement, and I think that I mentioned that we don't disclose any specific terms or the pricing that
we offer to resellers. You can be assured that the contract does provide flexibility and opportunities to make adjustments as
necessary, including pulling the brand name.

Now to your point on the pricing with which TracFone enters the market, we have nothing to do with that. That is strictly
TracFone's prerogative and not something that we would ever interfere with.

Phillip Cusick - Macquarie - Analyst

Okay. Can I do one quick follow-up on the inventory side? You mentioned that there was stocking for the Storm. It seems like
that is not going to launch for quite a while. Is that --?

John Killian - Verizon - EVP & CFO

No, no, Phil, if I said the Storm, let me correct myself -- the Tour, the BlackBerry Tour that just came out in July. That was one of
the issues plus the back-to-school season. Historically we go up on inventory a bit in the third quarter. We went up a little bit
more this year. That really was tied to the Tour introduction that I think Denny mentioned on July 12.

Ron Lataille - Verizon - SVP, IR

Fran, what I would like to do now is turn the call over to Denny for some concluding comments.

Denny Strigl - Verizon - President & COO

Okay. Thank you, Ron, and thanks, everybody, for your questions this morning. I have just a few comments before we close this
call.

First, these are challenging times, but we stay focused on our strategy of growing revenues, taking share and improving
profitability in each of our business units. The state of the economy may be more difficult now or make it more difficult in the
short-term, but we will try to offset the negative impacts as much as possible by doing what we do best, and that is managing
and reducing costs and being disciplined about our capital expenditures.
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Second, I think we are in a good position to quickly take advantage of the recovery when it does develop. Our customer
relationships remain very strong. We continue to rank high in customer satisfaction surveys and in wireless and in FiOS, and
J.D. Power and Associates just ranked Verizon Business highest in customer satisfaction among large enterprise customers, I
might point out, for both data and voice services. So eventually pent-up demand will result in improved topline numbers and
improving margins.

And finally, we will continue to take steps that will enable future growth. A good example here is in our Wireless company. We
will continue to combine the industry's best spectrum and LTE technology to give us an advantage in speed, coverage, capacity
and cost, and we will leverage these network capabilities with products that realize 4G's potential.

John mentioned the developer conference tomorrow, which will help us create a robust application store and developer
community. We will also be announcing tomorrow an innovative partnership to provide some advanced services and tap into
some significant market opportunities ahead of us in the Wireless business. So although the short-term may be challenging,
we believe we have the solid growth opportunities ahead of us, and I will conclude just once again by thanking you for joining
us this morning.

Ron Lataille - Verizon - SVP, IR

Okay. That concludes our call today. Thank you, everyone.

Operator

Again, this concludes the call. You may now disconnect. Thank you for participating in today's conference call.
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C O N F E R E N C E  C A L L  P A R T I C I P A N T S

Dave Barden
BAS-ML - Analyst

P R E S E N T A T I O N

Dave Barden - BAS-ML - Analyst

I'm very pleased to welcome to the podium to my right the CFO of Verizon, John Killian. As we talked about this morning,
obviously there's an incredible amount of dynamics going on in the consumer market, the enterprise market and especially the
wireless market, which we're looking forward to following up with John from commentary as well. So I know John has a short
presentation he'll go through, and then we'll follow up with some Q&A, so we look forward to that part of the presentation.

John, take it away.

John Killian - Verizon Communications Inc. - EVP, CFO

Okay, thanks, Dave, and good morning to everyone. It's great to be out here in California. My compliments, Dave, to having a
location so close to the airport.

I would also like to thank Bank of America/Merrill Lynch for the opportunity to be part of their conference.

Before we get started, I'd like to draw you attention to our Safe Harbor statement. The factors which may affect future results
are contained in our SEC filings and are also available on our web site.

I'd like to start out with some brief remarks and a few slides to illustrate some key points and areas of focus within the business,
which should frame our discussion for later today.

I believe that our results in the first half of this year demonstrate that we are very sound financially and executing with a great
deal of discipline. We've had good operational execution in the key growth areas, driven by our strong set of products, network
capabilities in wireless, FiOS and strategic services within the enterprise space. The broader economic issues, however, are
clearly having an adverse affect on overall growth and profitability.

Importantly, our cash flow performance has been very strong. Cash flow from operations in the first six months grew nearly
12% year-over-year, and our free cash flow of $6 billion was significantly higher than a year ago, to the tune of $1.8 billion.
Capital expenditures, inclusive of additional spending related to our Alltel acquisition was about $300 million less than the first
half of last year.

As I said, when taking over as Verizon's CFO, our ability to grow cash and deliver a competitive dividend is an important vehicle
for generating shareholder returns over the long term. We continue to be focused on disciplined capital allocation and spending
in order to maximize free cash flow. Our CapEx to revenue ratio is declining, and we expect these improvements to continue.
We estimate that capital expenditures in 2009, excluding Alltel-related spending, will be at least $500 million less than our 2008
total of $17.2 billion. If you include Alltel-related and one-time integration spending, we are targeting CapEx to be in the range
of $17.4 billion to $17.8 billion for 2009.
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Last Thursday, the Verizon Board of Directors approved a dividend increase of 3.3%, which on an annual basis increases our
dividend from $1.84 to $1.90 per share. This is the third consecutive year that our Board of Directors has approved a dividend
increase, for a cumulative total of 17.3%. This action reflects the confidence of our management and board and the strength
of our cash flow and balance sheet as well as our commitment to return cash to shareholders while continuing to invest in the
long-term growth of our business.

I believe our industry is healthy and strong with great opportunities for future growth. Although we are realistic about the
secular changes driving line losses and the cyclical effects of the economy, I would strongly argue that Verizon is especially
well-positioned to take advantage of new growth areas. And when the economy turns around, we will see improvements in
top-line growth. In the interim, we are taking all the right steps to drive growth and control costs.

When I look at our top-line performance for the first half of this year, there are two key observations. First, the economy continues
to affect our top-line growth, primarily driven by softness in the business markets. The cumulative effect of unemployment is
clearly impacting volumes and usage-driven products. The second observation is that the key areas of the business continue
to perform well. And, although growth was somewhat slower in the second quarter, it's still very solid growth.

As you can see on this chart, I'm referring to the excellent growth in wireless, in particular wireless data; FiOS broadband and
video, which is driving overall consumer growth; and within the enterprise segment, IT services. At this time, we are not planning
for any economic improvements in the second half of this year, but hopefully the third or fourth quarter will prove to be the
low point, and we will then see benefits from increased business spending as we move through 2010.

So in the short term we expect to see continued softness in the top line. Longer-term, we have many revenue growth opportunities
in wireless data, including new opportunities with applications and content. In terms of customer growth, we think it's very
achievable to continue to add 1 million or more customers per quarter. So we are very focused on that kind of result.

From a profitability perspective our wireless EBITDA margins on service revenues were 46% in the first half of the year, and we
are on track to achieve our stated Alltel cost synergy targets. As far as FiOS is concerned, we are very pleased with our progress.
We are gaining scale. We have 2.5 million TV customers and 3.1 million subscribers to our high-speed FiOS Internet service. TV
penetration is up to 25%, and Internet is 28%. FiOS ARPU totals more than $135 per month. Recognition of FiOS as a high-quality
service has spread quickly, and demand remains strong. As we continue to expand availability, our target is to add 1 million
FiOS customers a year.

We are focused on taking advantage of our superior fiber network and creating new revenue streams. By innovating, we are
constantly introducing new FiOS features and functions that further enhance the customer value proposition. We've got a lot
of focus here and a lot of new things in the pipeline, so we are pretty confident of our success in this area.

In Verizon Business, we've maintained our customer relationships in this downturn, and we are seeing that managed and
professional services are becoming more and more important to our customers. Other emerging opportunities like cloud
computing are also becoming more important. We are well positioned in these areas, which bodes well for us when the economy
improves.

So we still see very good growth prospects in wireless, FiOS and in enterprise. However, as I said, the economy will continue to
pressure revenues and margins in the second half of the year, particularly on the wireline side. In addition to the cyclical pressures
of the economy, margins in the wireline business have also been adversely affected by other factors, including headwinds from
pension and OPEB costs and ongoing secular challenges.

For example, line losses, which have been driven primarily by wireless substitution, have been running about 10% per year, and
we don't see that changing anytime soon. So we've got to step up our cost reduction efforts to better align revenues and costs.
We should see some of the benefit of these efforts beginning in the fourth quarter.
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Let's talk more specifically for a minute about some of the key areas of focus, starting with the steps we are taking to address
the wireline cost structure.

As I indicated on our last earnings call, although we have been taking steps to mitigate the negative impacts of the economy
in the short term, we need to reduce the wireline cost structure more significantly over the next 12 to 18 months. From a
headcount perspective, as the business has changed, we have shifted force to the growth areas, and we have been steadily
reducing our overall workforce size. But we realize that we need to do more and at an accelerated pace. In the last 12 months,
wireline headcount has been reduced by more than 8000 and we plan to do more than 8000 in force and contractor reductions
in the second half of this year, with more to come in the next couple of years.

Along with these force reductions, we're also looking at call center consolidation opportunities and the centralization of certain
services. Another big area of potential savings involves further rationalizing our real estate portfolio. We have a wireline network
convergence initiative underway that is focused on things like revised process flows, redefined job requirements, more efficient
engineering designs, operating support systems consolidation and the ability to better leverage the efficiencies of technology
evolution. Another benefit of the convergence is an increased opportunity to reduce access cost on the enterprise side.

These are just a few examples of cost reductions we are actively pursuing. And there are many others, including the consolidation
of garages and work centers and other savings initiatives in the area of corporate sourcing, energy management, travel and
the like.

I can't emphasize to you enough our focus on these cost initiatives. And, while I'm confident that we'll be successful in capitalizing
on these opportunities, all of which are under management control, many of these actions will take time to flow through to
margin.

As a result, I expect the low point in margin performance to be in the third quarter, and I expect to see some improvements in
the fourth quarter as more of the force reduction benefits are realized.

Another key focus area is completing the majority of the FiOS deployment program by the end of 2010. Obviously, this will
significantly reduce our capital requirements, thereby generating free cash flow and improved investment returns.

In wireless, our Alltel integration plans are on track and as expected. And as you know, we are in the process of aggressively
deploying 4G LTE for commercial availability beginning in 2010. We plan to be in about 30 markets by the end of 2010 with
nationwide coverage by 2013.

We are currently running trials in Boston and Seattle and will be first to market with LTE, which will enrich the wireless broadband
customer experience by supporting a wide range of new and exciting applications. This is a huge growth opportunity for us
and one that we believe we are uniquely positioned to capitalize on. We start from a position of strength. We have the best
wireless network and the best set of products and services. Couple that with our nationwide 700 MHz spectrum and its unmatched
capabilities for speed and network efficiency, and you can see why we are moving aggressively.

As I said earlier, we are targeting continued improvement in capital efficiency even as we integrate Alltel and deploy LTE.
Obviously, the same is true on the wireline side as we move toward the end of the FiOS build. And I will continue to be very
focused on maintaining a healthy balance sheet, which will continue to improve over the next several years as we pay down
debt at Verizon Wireless. Our intention is to reduce our overall leverage from 1.8 times to about 1.3 times.

On the strategic front, we continue to make progress in preparing for the divestiture of the wireline markets to Frontier in 2010
and the DOJ and FTC are reviewing all the necessary paperwork with regards to the required divestiture properties in connection
with the Alltel acquisition. We estimate that the sale of wireless properties encompassing these 105 markets and about 2.3
million customers represents about $0.06 per share in annual earnings impact.
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So let me quickly sum up before getting to Dave and your questions. We recognize that sector sentiment is pretty low these
days. As I've highlighted this morning, we believe there are both continued growth opportunities and significant cost reduction
opportunities, and I'm confident we can deliver in both of these areas. We believe we are doing all the right things, making
good progress in wireless, FiOS and enterprise. And we are very well positioned to benefit when the economy recovers. We
certainly see good news ahead.

There's hard work to do in the meantime, and we are confident we can meet the challenge. Our cash flow and balance sheet
are strong, and we just increased our dividend for the third consecutive year. As I said, this demonstrates our commitment to
return cash to shareholders and, at the same time, continue to smartly invest for the future. I believe we are taking the appropriate,
decisive actions necessary to address the challenges that we face and to mitigate the effects of the economy.

And with that, I'd be happy to turn back to Dave and questions.

Q U E S T I O N S  A N D  A N S W E R S

Dave Barden - BAS-ML - Analyst

Thank you very much for that presentation. I think it sounded like -- why don't we start off a little bit on the wireline. It sounded
like that was very much a focus of your commentary.

I guess what I heard you say was that margins are going to continue to be under pressure on the wireline side in the third quarter
and that you're looking for a sequential improvement in 4Q that will then potentially, from that level, go forward and see margin
expansion in wireline in 2010. Are you calling for margin expansion in 2010?

John Killian - Verizon Communications Inc. - EVP, CFO

Yes. Dave, what we are facing here right now is several different challenges in the wireline business, three or four different
things. Clearly, the cyclical impacts of the economy are having an impact on us as jobs continue to get lost while the rate of job
losses not what it was back several months ago, the economy is still losing a couple hundred thousand jobs a month. So that's
pressuring our enterprise and wholesale revenue. We believe sometime in 2010 that will begin to turn around, that job loss will
change.

Another factor in our thinking here is the secular loss of access lines that is principally going to the wireless business. So if you
think about us overall, we're in a pretty good position here because Verizon Wireless is better positioned than anyone to benefit
from that. That's going to continue as we go through the next couple of years.

Our thinking in the past might have been that it might abate a little bit, but we really haven't seen that. So we continue to see
that. Our FiOS, kind of reinventing the wireline business with FiOS, is going extremely well.

So the point I'm trying to make here, Dave, is we need to ramp up and accelerate what we are doing with the cost structure of
the business. That's why, on the earnings call, I said we were going to really take out between the midyear point -- we did that
call at the end of July -- and year end more employees and contractors that we had over the previous 12 months. And we -- the
management team are all focused on the cost reduction.

As I look at margins, what we are seeing is a lot of the cost reduction benefits that we're in the middle of really won't begin to
kick in, until we get into the fourth quarter and more fully into 2010. And, by the way, the cost reduction efforts that we have
underway right now we are not done with.
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So if you think about margins in the third quarter versus the second quarter, we are probably talking pressure of at least 100
basis points from where we were in the second quarter, as we go into the third. I think that's going to be the low point. And as
we begin to see the benefit of the cost reduction activity in the fourth quarter, we'll see some effect from that, and we will see
some as we go into 2010.

Dave Barden - BAS-ML - Analyst

I think that historically, Denny has talked about trying to get into the low 30% margin in the wireline business. As you are talking
about 100 basis points of sequential pressure, how quickly can we expect you to be clawing your way back out of that hole?

John Killian - Verizon Communications Inc. - EVP, CFO

I think, Dave, as you think about the second quarter, we did 24.5%, I'm talking of 100 basis points, at least, of pressure, which
puts us in the 23% range. My focus is to start climbing up from that particular area. This is going to be a month-after-month
activity in terms of making sure we are on track with our cost reduction.

Now, on the other side of this, I'd also say to you we are not at all giving up on the revenue side. So we think we are extremely
well positioned in the enterprise business. I personally have been very involved with that. Even since I've been the CFO, we have
not lost any significant deals at all with any of our big customers. We've won some new ones. We think we are very well positioned
in enterprise for when the economy starts to rebound.

FiOS is going extremely well. Our TV penetration of 25% -- So we think we've also got some opportunities on the revenue side
as we go through. So the team is very focused on all of those things.

Dave Barden - BAS-ML - Analyst

You kind of highlighted headcount, and this will be my last question on this part of it. You've highlighted headcount as being
a big part of that cost. We all know that that's a big part of the cost. If I remember right, back in I think it was '06 you guys
undertook a big transformative initiative to get like 10% of the workforce out of the business. I remember you advanced
retirement incentives for a large portion of the workforce and took out -- I think it was about 28,000 heads in a 12-month period.
Are you guys contemplating those kinds of transformative cost structure moves, or is it more evolutionary?

John Killian - Verizon Communications Inc. - EVP, CFO

We are contemplating steady dial tone really over the next several years of continuing to drive out the kind of numbers that
I'm talking about in the remainder of this year, that we believe as we look at the business that there's opportunity both with
the use of technology, the use of some of our own services, convergence within the business. We recently converged the Verizon
business and Verizon Telecom network. We think there's opportunity around that. I think the date you are thinking of, Dave, if
I'm on the same page, was really late 2003. I think we had a very big force reduction.

But to be honest, we have been on a path. We just need to accelerate.

Dave Barden - BAS-ML - Analyst

The FiOS is obviously something you've highlighted as a capital expenditure benefit; two questions on that. One, if you could
size the amount of the benefit you think you will get when you get to the end of the FiOS project? And also, I imagine there's
got to be expenses related to that project as well. Is winding down that project going to be a margin benefit, or is it all being
capitalized?
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John Killian - Verizon Communications Inc. - EVP, CFO

Look, I think there are a lot of different benefits from winding down the FiOS project. So let me make sure I set the table here
and people understand what we are talking about. Post the Frontier spin, we are going to serve about 27 million homes. What
we said is we are going to bring FiOS to about 70% of those homes, or 18 million. We will be substantially done with that at the
end of 2010. We probably have another million homes to pass in 2011 and 2012. We'll take a look at what makes sense and
what kind of path.

So if you think about it from a capital perspective, there's probably a couple of billion of capital savings as you come, because
right now we are passing about 3 million homes per year. Now, by the way, the team is going to be very focused post 2011, the
FiOS business is important to us. It's doing extremely well. We believe we can continue to do well with that. There will be still
plenty of opportunity for penetration gains, for marketing gains. We will be bringing some additional homes in with the other
million.

I think there's margin benefit, Dave, as we get the investment we've made much more fully utilized. So, as you get penetration
levels up, if you get effective ARPU's up, we are very optimistic about the returns we'll get on FiOS.

Dave Barden - BAS-ML - Analyst

My last question, on wireline. You touched on it with the Frontier spin, obviously. It's been a few months since we've seen the
announcement. Anything coming up in some of the state discussions or the regulatory review process that has you concerned
about timing or the structure of the sale?

John Killian - Verizon Communications Inc. - EVP, CFO

We are in the quiet period right now. We've filed -- the S-4 is in front of the SEC right now. Let me just say, we've made all of the
regulatory filings. It's already passed Hart-Scott-Rodino. There's nothing there that we think is a show stopper here, and we are
very comfortable with where we are.

Dave Barden - BAS-ML - Analyst

Switching gears maybe to the wireless side, and then maybe we'll open it up to some questions from the audience -- I'm sure
there's some. First on wireless, obviously the big topic is starting with the iPhone and how it seems to have sucked all the oxygen
out of the conversation in wireless. It has had an impact on AT&T's market share, on their network, and so much so that they
are trying to contain expectations for wireless margin.

We've seen you guys respond with a combination of a slate of $99 smartphones, a combination of the buy one, get any Blackberry
promotions. So it feels like you've been touched by the iPhone effect. Could you talk a little bit about if you are seeing a bigger
than average effect from what you saw two years ago with the original launch and then with the 3G launch a year ago?

John Killian - Verizon Communications Inc. - EVP, CFO

Yes, so if you look at where we are in wireless, first half of the year we gained 2.4 million customers. We had very good growth
in smart phone, in PDAs. 40% of our gross sales were smart phones. We offer a wide array of product there. At the same time,
our wireless data ARPU expanded about 23%. Wireless data revenue grew 33%. So we are in a very good position here. We are
very focused on making sure we win our share of the smart phone and PDA market. We think it's important to us.
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Typically, there's a much higher ARPU from -- there is a much higher ARPU from smartphone customers. Apple has done a good
job with the iPhone. We're not about to say the iPhone isn't a good device. We'd be living on another planet, I think, if we said
that, but we would acknowledge that. But it has not inhibited our ability to grow. And we are very comfortable with our ability
to grow and very comfortable that we're going to have the right device lineup.

The other thing I'd say there is I think we've had several successive quarters of margins in the 46% range. Our wireless team is
very focused on both growth and profitability. So we have discussions all the time on making sure we are driving both levers
here.

Dave Barden - BAS-ML - Analyst

I think that, to that end, you've obviously -- there's been the baseline Verizon Wireless business, which has been a very healthy
margin business. Then there's the expectations for the incremental amount of the $500 million of annual synergies from the
Alltel transaction. Could you give people here a comfort level that you are not dealing away the synergies in order to kind of
keep this million sub growth target going and that margins are really moving, in the right direction?

John Killian - Verizon Communications Inc. - EVP, CFO

As I mentioned, Dave, to you earlier, I think it's hard to argue with where the margin levels of the Verizon Wireless are. If you
think about 46% -- you mentioned the number for the second largest wireless provider, which was significantly less then the
46% range. So, yes, our team is managing a lot of different issues at the same time. They are managing the cost of acquisition,
they are managing volumes on the network. We're very confident in the ability to get Alltel synergies.

What we've said on that, just for the record here, is we've said this year expense synergies for the full year would be $500 million
to $600 million. We've realized somewhere in the range of 25% to 30% in the first half of the year, so more to come in the second
half of the year. Ultimately, it's about $1 billion, $1.1 billion, in that range, on the expense side. We'll be pretty close to the run
rate of that as we get to the end of '09. We've converted already half of their customers. They have four regions, so two of the
regions have been converted to our billing system. The other two will be converted in October. So good retention with customers,
employees. So I think we're in a very good position, there.

And I think, as I said earlier, what I'll reiterate here is the team is focused very much both on growth and profitability.

Dave Barden - BAS-ML - Analyst

So I guess, if I could just maybe take that one step further, that -- is it fair to say, then, that the pressure from kind of continuing
to remain aggressive on handset size is not totally offsetting the benefits of the Alltel merger?

John Killian - Verizon Communications Inc. - EVP, CFO

Yes, I think it's fair to say that. But there's a several different elements in any business you got to look at. So we look at all those
different equations, so we're very comfortable with our pricing on the smart phone side. As I mentioned earlier the ARPU's are
extremely attractive. So we think were in a competitive space here and place here. As I mentioned, we've got a very good
handset lineup and it's going to get better as we go through the year.

Dave Barden - BAS-ML - Analyst

Then the other part of the wireless equation is not necessarily the 3G focus in the smart phones and handsets today but LTE
and the devices and such that we're going to have next year. We had the number two wireless provider here on this stage
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yesterday, and who was offering a bet to say, who wants to take the over/under on whether equipment vendors are going to
be able to deliver on their dates. Are you prepared to take the under on that?

John Killian - Verizon Communications Inc. - EVP, CFO

That's great. I'm prepared to take the under on this one. Think about this. What wireless company, certainly in this country, I'd
say, and in the world has done a better job the last 15 or 20 years managing the technology evolution as we've gone through
a number of steps. The same team is managing that today that managed it in the past. We are very comfortable with our ability
to manage the transition to LTE. We think that it's absolutely the right step for us to leapfrog to that next step of technology.
So we think we made the right decision and we are in the right place here.

Dave Barden - BAS-ML - Analyst

So I'm going to go McLaughlin Group on you. So a year from now, zero being complete impossibility and ten being metaphysical
certitude, will you be at 100 million covered pops with LTE?

John Killian - Verizon Communications Inc. - EVP, CFO

We will be well on the way to our stated goal of 30 markets, 100 million pops by the end of 2010. All right? I've personally had
several discussions with Tony Melone, who's the CTO of Verizon Wireless; Dick Lynch, who is the overall CTO. We're pretty
comfortable with that plan.

Dave Barden - BAS-ML - Analyst

I'll open it up to some questions in the audience, or I can continue to follow up. Anyone got a question out there for John?

Good, I get more time.

John Killian - Verizon Communications Inc. - EVP, CFO

Can Ron ask me a question?

Dave Barden - BAS-ML - Analyst

I guess something else I'd like to talk about a little bit is you've made some assumptions about margins and smartphone pricing
in your wireless business. But again, the centerpiece of where I think the debate in wireless right now is on pricing and where
pricing is going to go and what carriers need to do to get the attention they need to keep their businesses going. We saw Sprint
out today with an announcement that they're going to offer unlimited data, unlimited text, unlimited mobile-to-mobile calling
for $70, $20 less than their -- $30 less than their Simply Everything plan and maybe half of what it cost to get those kinds of
services from a Verizon today.

Yet, about two weeks ago, you guys actually layered an incremental charge on for hybrid devices for $10. It almost felt like you
guys were more or less raising prices in the market to help offset the cost of putting these subsidized devices in people's hands.
So it feels like you guys almost don't care about the pricing environment and that your business -- that you are comfortable
with the way the business is going, irrespective of it. Could you give us some color on how you feel that's going?
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John Killian - Verizon Communications Inc. - EVP, CFO

I don't know if I'd say we don't care. Right? So we always care about what's happening in the marketplace, what's happening
price-wise. The price change that Dave is referring to, which we implemented a week or 10 days ago, was really to try to expand
the market opportunity on the data side. So we offered some price plans for feature phones. So it's not smart phones. So we
have a 25 MB plan for $9.99, a $19 plan -- $19.99, for 75 MB. So it was really focused on that particular --

I think, Dave, on our -- we do not see in the marketplace right now anything inhibiting our ability, for our service plan pricing,
to continue to grow customers and grow them in a pretty good fashion. So we always continue to look at this. Yes, we've been
active with promotions. That makes sense. But by the way, we've always been active with promotions. Right? That's not something
new. It's a customer acquisition game. You need to do those kinds of things. So we are pretty comfortable.

Dave Barden - BAS-ML - Analyst

And if you look at your million subscriber growth target -- and you guys are really the only ones who have kind of drawn the
line and said, look, we think we can grow our business 1 million subscribers per quarter. When you look at the levers that you
have to pull to energize the achievement of that goal, do you think the competitive advantage point really is the devices and
the subsidies, and that's where the focus is going to be? Or can it emerge? Can it evolve --

John Killian - Verizon Communications Inc. - EVP, CFO

I think, to be honest, Dave, the first thing we think about every day in terms of our ability to continue to win customers, which
we are doing, is the network. So network quality nationwide, the ability to get a signal, complete your attempts, not have
dropped calls, the robustness of that really sets us apart. And we really focus a lot on capitalizing on that, and I think it's worked
for us. And I think the people in the audience would probably agree with that, that it's worked very well.

So number one focus is to continue to do that, to do coverage, to distinguish yourself in that way. Devices are important because
devices motivate people at times to change. They motivate people to come into your distribution. We have the best distribution
in the industry with our own store network. So you will see, as we go through the remainder of this year, a number of new
devices coming out from Verizon that we think will be very attractive.

Now, one other comment I'd make on the million -- that's kind of setting a bench there. We think there will be quarters where
we will do better than that. Right? So, depending on new device introductions, fourth-quarter activity, but we are trying to
frame a mindset here of as we look out the next several quarters we are pretty comfortable that we can continue to grow at 1
million a quarter or so plus.

Dave Barden - BAS-ML - Analyst

No conversation about the wireless business could be complete without wrapping up on whether your initiatives with this
wholesale exercise, and TracFone, is how much of that is going to get you to the million subscribers. I think that there's been a
lot of focus on it, a lot of questions about why you did it. It doesn't seem to be having an enormous benefit. You guys certainly
don't seem to be talking about it as being a big benefit to you. But nevertheless, it seems to have caused an enormous amount
of consternation and concern about why you are allowing guys like TracFone to bring to market what could potentially work
its way up the food chain and destabilize smaller prepaid carriers, smaller national carriers, and it comes back eventually to bite
you.

Could you guys now, with some retrospect, talk a little bit about your happiness with the decision to go that route?
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John Killian - Verizon Communications Inc. - EVP, CFO

So let me just frame this again a little bit. Our focus is the postpaid marketplace. Right? So if you look at us, 3% of our base are
resellers. 97% are retail, customers. So not a big reseller business.

We have relationships with TracFone and Page Plus for a number of years. We hadn't updated our pricing with them and I'm
not sure whether it was 12 or 18 months, but it was a while. So it was kind of a normal process here. It was not a factor at all in
our thinking of 1 million a quarter. We think maybe it's going to produce 200,000 to 300,000 more per year. We do not see it as
having a risk to cannibalizing our postpaid base. We think the strength of our family plans, our friends and family, 87 million
going up in terms of customers, a wider device lineup.

So it really was about what's the right thing for us to do at this time in the reseller market.

Dave Barden - BAS-ML - Analyst

I just want to return maybe to one of the comments you made at the beginning about the dividend. I think that you guys did
increase your dividend by 3%, up by $0.015. It's the third year in a row, it's something that you guys talked last year about
wanting to do is instituting a policy of raising the dividend.

At the same time I think there's a lot of both confusion, misunderstanding and concern about how dividends get paid, where
the cash flow comes from in Verizon. Can you express your comfort level that the dividend increase is a policy that can be
undertaken in the face of how the cash is being generated?

John Killian - Verizon Communications Inc. - EVP, CFO

I am very comfortable with where we are from a cash flow standpoint. We had -- I showed you on the charts we had $14.1 billion
of cash from ops in the first half of this year, a little over $6 billion of free cash flow. I'm actually expecting our cash flow generation,
cash flow from ops, to be better in the second half of the year than the first half of the year, even with some of the economic
pressure that we've had there.

What Ivan has asked me to do, and dividend increases are always a decision of our Board, is to make sure we've got the balance
sheet in the right place, make sure we've got the management team very focused on cash generation because we think it's
important. We also see the opportunity, as we go through the next several years, to become more efficient from a capital
perspective.

We've talked about FiOS coming to an end. That's going to free up some cash flows. So I'm very confident, Dave, in our ability
to continue to pay the dividend. We would not have increased it by 3.3% last week if we weren't.

Dave Barden - BAS-ML - Analyst

And with respect to the capital expenditure outlook, obviously you are taking FiOS capital expenditure out of the run rate, by
the end of 2010, you said about a couple billion dollars. What is LTE going to add to that? And are we looking at CapEx coming
down, staying flat? How does (multiple speakers)?

John Killian - Verizon Communications Inc. - EVP, CFO

I think CapEx is going to come down. So if you think about the couple billion dollars coming out on the wireline side fter 2010,
if we look at 2010, wireless will probably be pretty comparable to where it is this year, maybe up a tick, but not a lot. Okay? And
a lot of people say, well, if you're going to do 100 million pops with LTE, how could that be the case?
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Let me just give you a couple of reasons here. One is some of it is going to replace investment we would have had done kind
of adding to capacity on the EVDO side. And, by the way, the cost points on LTE in terms of cost per megabyte are much lower,
once you get out there and get it deployed.

Second is, we are spending capital this year on Alltel integration. That will go down, as we go into 2010. And our normal run
rate has been capacity expansion in areas we don't need to do now because we've got Alltel. So there's a number of levers there
where we feel pretty comfortable that there's not going to be any big jump up in the wireless CapEx spending and that overall
we are on a trajectory to bring CapEx spending down and certainly to bring CapEx spending as a percent of revenue, both in
absolute terms and in a relative terms as a percent of revenue.

Dave Barden - BAS-ML - Analyst

You also talked about, at the same time you talked about raising dividends you were talking about getting the leverage down
from the 1.8 to 1.3 zone. So you are kind of deleveraging and returning equity. Do stock buybacks fit in there anywhere?

John Killian - Verizon Communications Inc. - EVP, CFO

Well, the way we think about the use of cash, and I had a discussion with the board last week about this as we talked about the
dividend. First call on cash is obviously to pursue value creating investment opportunities in the business. That's our CapEx
program. Last year it was Alltel. At times, we supplement that cash flow with some debt, which we did when we had to buy
Alltel last year. At the same time, we believe it's important to have a regular, steady, predictable dividend for our shareowners
so they can count on that.

Third call, then, this when our leverage ratios, as they are right now, are out of line with target as to have the excess cash bring
our leverage ratios back into line, so bring the 1.8 -- we are targeting to bring that down to 1.3. And then the last thing we would
do would be then think about, depending on where we are with cash, think about stock buyback. So that's how we think about
the use of cash.

Dave Barden - BAS-ML - Analyst

In terms of the first call on cash, and there's only a couple of minutes left, so if anyone has got a question raise your hand -- but
in terms of the first call on cash being the business and reinvesting in the business, arguably one of those re-investments in a
purchase could be acquisitions. I think that Verizon has been much more in the disposition business, but I think it also, with the
Frontier deal, kind of said that you have run that through its course. I think that there is a belief out there that the satellite
businesses and the partnerships between telecom businesses and satellite businesses have been beneficial, that they could be
more beneficial in region, if there was actual ownership, and also out of region, merging LTE-style high-bandwidth networks
and video products could be a real pushback on the cable industry. What are the best reasons for Verizon not to be looking at
a satellite acquisition?

John Killian - Verizon Communications Inc. - EVP, CFO

Well, let me just frame a little bit your question a little bit in terms of your focus, saying we've been more focused on divestitures.
I probably would argue that point a little bit, in that we have made several acquisitions on the wireless side. So Alltel -- but we've
had a steady stream of kind of filling out the footprint, RCC, other kinds of things over time. So I think we haven't been shy. If
we think it's the right thing from a value creation perspective.

So on satellite, from our eyes, we have a relationship today with DirecTV. We resell DirecTV. We think that will be important to
us as we go through the future. We think they see that as important to them because it also provides net adds and capability.
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So I think a relationship with a satellite provider is important. I don't think ownership of the satellite provider is required or a
prerequisite to that. I think the relationship we have today works very well.

Now, on the other side of it, we are going to see great capability with LTE. The speeds that our people are pretty comfortable
talking about are 8 to 12 MB in realized speed out there in the marketplace. So we think that's going to give us a lot of capability
in terms of different applications. We don't even know them all yet, right, and that's one of the reasons we are reaching out
with the developer community, as we are, to help with applications.

Dave Barden - BAS-ML - Analyst

Well, we've run out of time. I really appreciate it. Thanks, John. It was a great conversation, appreciate it.
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P R E S E N T A T I O N

Operator

Good morning and welcome to the Verizon third-quarter 2009 earnings conference call. (Operator Instructions). Today's
conference is being recorded. If you have any objections, you may disconnect at this time. It is now my pleasure to turn the call
over to your host, Mr. Ron Lataille, Senior Vice President Investor Relations for Verizon.

Ron Lataille - Verizon - SVP, IR

Good morning and welcome to our third-quarter 2009 earnings conference call. Thanks for joining us this morning. I'm Ron
Lataille. With me this morning are Ivan Seidenberg, our Chairman and Chief Executive Officer, and John Killian, our Chief Financial
Officer.

Before we get started, let me remind you that our earnings release, financial statements, the investor quarterly publication and
the presentation slides are available on our Investor Relations website. This call is being webcast. If you would like to listen to
a replay, you can do so from our website.

I would also like to draw your attention to our Safe Harbor statement. Information in this presentation contains statements
about expected future events and financial results that are forward-looking and subject to risks and uncertainties. Discussion
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of factors that may affect future results is contained in Verizon's filings with the SEC which are available on our website. This
presentation also contains certain non-GAAP financial measures. Reconciliations of these non-GAAP measures to the most
directly comparable GAAP measures are also on our website.

Next, I would like to quickly cover the difference between reported and adjusted earnings for the third quarter. In the third
quarter, reported earnings per diluted share were $0.41. Adjusted earnings per share before the effects of special items were
$0.60.

We are excluding the following special items from adjusted results. The first item is an after-tax charge of $372 million or $0.13
per share for pension settlement losses resulting from our separation plans. Pension accounting rules require that settlement
losses be recorded once prescribed payment thresholds have been reached. The next item is an after-tax charge of $103 million
or $0.04 per share which is for merger integration and acquisition costs relating to Alltel.

We are also excluding a $41 million after-tax charge or $0.02 per share for non-operational costs incurred in connection with
the spinoff of our local exchange business in 14 states. These costs are primarily related to network, software and other activities
required for these facilities to function as a separate company.

With that, I will now turn the call over to John Killian.

John Killian - Verizon - EVP & CFO

Thanks, Ron, and good morning to everyone. Before we get into the details of the third quarter, I want to make just a few general
comments.

When I look at the quarter, I believe the results showed good financial discipline throughout the business, which is driving
excellent growth and cash flow from operations and free cash flow. We continue to tightly manage capital spending, and while
the economy continues to create headwinds for us, we are taking steps to offset the current impacts as much as possible. And
I'm confident that as the economy gets better we will see improvements in our results.

We are also taking longer-term actions to significantly reduce our cost structure to improve productivity as our business evolves.

With that, starting on slide three, you can see that we produced $0.60 of adjusted earnings per share in the third quarter, bringing
our year-to-date total to $1.86 per share. Cash flow from operations of $23.1 billion in the first nine months increased $3.2 billion
or 16% year over year, driven by strong cash generation in Wireless.

Free cash flow of $10.7 billion year-to-date was significantly higher than last year, up $3.3 billion or 45%. We have seen strong
cash flow growth each quarter this year and particularly this quarter, reflecting growth in strategic areas and our continued
focus on operating and capital discipline. Capital expenditures, including amounts related to our Alltel acquisition, were down
$125 million or 1% year-to-date, reflecting the tightness with which we are managing capital, and our CapEx to revenue ratio
continues to improve.

As you know, our board of directors approved a 3.3% dividend increase in September, which on an annual basis increases our
dividend from $1.84 to $1.90 per share. This is the third consecutive year that our board has approved a dividend increase for
a cumulative total of 17.3%. These dividend increases demonstrate our board's confidence in the strength of our cash flow and
balance sheet, our financial discipline and our commitment to return cash to shareholders while continuing to invest for
long-term growth.

We also reduced debt this quarter. On a consolidated basis, net debt at the end of the third quarter was $61.6 billion, down $2.5
billion since the end of June, which is about 1.7 times EBITDA for the last 12 months on a pro forma basis.
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Let's take a closer look at the revenue trends starting on slide four. In spite of the challenging environment, third-quarter
consolidated revenues grew both sequentially and year over year. Similar to last quarter, topline results were mixed. All of our
strategic areas continue to post good growth, particularly wireless data and FiOS, but we continue to see weakness in the
business markets, primarily in volume-driven voice products.

Let's move to the segments next, starting with Wireless on slide five. Our Wireless business turned in another quarter of solid
revenue growth, industry-leading profitability and exceptionally strong cash generation. Total operating revenues for the
quarter were $15.8 billion, up 24.4% from a year ago. On a pro forma basis, total operating revenue growth was 4.9%, while
total service revenue was up 6.1% year-over-year.

EBITDA was $6.2 billion in the quarter, up 9.2% from last year on a pro forma basis, and our EBITDA margin on service revenue
remained very strong at 46.1%. Wireless capital spending was $1.8 billion in the third quarter, bringing us to a year-to-date total
of $5.1 billion. EBITDA less CapEx was $13.3 billion year-to-date, which is very strong cash flow performance.

The integration of Alltel is going according to plan. Our store rebranding efforts across the country are complete. Network
conversions are well underway and on track. Essentially all of the former postpaid Alltel customers have been converted to our
billing system, and prepaid customers will be completely converted by the end of November.

So another quarter of disciplined performance by our Wireless business as we continue to effectively balance both growth and
profitability.

Let's take a closer look now at the Wireless retail market on slide six. Retail continues to be our primary focus and represents
the largest portion of our Wireless business. 97% of our 89 million customer base is retail. 81 million or 91% are retail postpaid
subscribers.

In terms of customer growth, we continue to take a strong share of overall gross adds and maintain excellent churn metrics.
Gross adds were 5.2 million in the quarter. Total net adds were 1.2 million with 970,000 retail additions, 943,000 of which were
retail post-paid. Net adds from resellers totaled 270,000 in the quarter, including one-time customer conversions from some of
our reseller partners. An example would be GreatCall, which announced in August, that its Jitterbug cell phone would utilize
the Verizon Wireless network through our open development program.

I would also note that we have no arrangements with resellers that provide for unlimited usage for a fixed price. My key point
here is that we look for opportunities to capture share in both the retail and reseller markets on a profitable basis. But, as I said
earlier, our primary focus continues to be on the retail post-paid market.

Moving to our churn metrics, retail postpaid churn of 1.13% was up 5 basis points year over year, and total churn was up 6 basis
points, which are improvements over the past several quarterly comparisons. We continue to attribute these upticks primarily
to cyclical factors that have driven business customer-related disconnects to PC cards and voice lines.

Retail service revenue in the third quarter grew 6.4% year over year. Retail postpaid ARPU of $52.78 was stable with 0.2% growth
compared with the third quarter last year. We did see some year-over-year declines this quarter in air time usage and prepaid
and reseller, which resulted in a 0.5% decline in retail service ARPU and a 0.8% decline in total service ARPU. We still believe
that strong data growth will continue to offset pressures on the voice side, particularly in our retail postpaid base. The continued
introduction of new smartphone devices and increased adoption of mobile broadband applications should drive retail postpaid
ARPU and overall revenue growth.

Total data revenues as highlighted on slide seven topped the $4 billion mark this quarter, up more than $900 million or nearly
29% growth. Growth in wireless data has been nothing short of remarkable. Think about this. In 2006 data revenues for the year
totaled $4 billion. Now less than three years later, we are generating $4 billion per quarter, and we are planning for continued
growth driven by increasing mobile broadband adoption and innovative new applications.
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Total data ARPU was up 20.7%, and retail data ARPU was slightly higher with 21.6% growth. Data revenues represented just
over 30% of total service revenues this quarter compared with 25% a year ago.

Non-messaging services, which make up about 60% of total data revenue, increased 34% compared with third quarter last year.
Clearly more and more customers are taking advantage of data products and applications that leverage our extensive 3G data
network capabilities. Messaging, which makes up the remaining 40% of data revenue, grew 22% versus the same quarter last
year.

PDAs and smartphone sales remained strong, once again representing about 40% of new device sales this quarter. The percentage
of retail postpaid customers with these devices nearly doubled in the past year and now represent 23% of our base. And there
is certainly upside to further penetration as we introduce more of these high-end devices, which generally require data plans.

In addition, continued growth in mobile broadband devices, including new products like netbooks and MiFi devices, are also
helping to expand the wireless data market.

We also recently expanded our data pricing plans to include two new lower cost, usage-based options for customers with
feature phones who may not necessarily want to pay for unlimited data. We think the new plans will be attractive for moderate
data users and will stimulate demand and expand the market.

So looking ahead in the Wireless market, we see plenty of revenue growth opportunities, driven, of course, by mobile broadband.
We see several catalysts for the next phases of growth, including innovative devices, applications and content, and the much
higher bandwidth and capacity of 4G technology.

In the near term, we are very excited about our new device lineup, which we think will create demand and stimulate further
broadband data usage. We also see exciting developments in terms of applications and content, including the launch of our V
CAST Applications store soon.

Our recent announcement with Google, which leverages our network and the Android open platform, gives us a great opportunity
to innovate and accelerate delivery of unique applications to customers. The 4G technology evolution with LTE is a huge growth
opportunity for us and one that we believe we are uniquely positioned to capitalize on. We have the largest and most reliable
3G network today, and we will extend our leadership position with our 4G network. We are on schedule for commercial
introduction of LTE next year with 25 to 30 markets covering approximately 100 million pops by year-end. We expect to have
nationwide 4G coverage with LTE, featuring our contiguous coast to coast 700 MHz spectrum with its unmatched capabilities
for speed and network efficiency by the end of 2013.

Let's move now to our Wireline segment on slide nine. In the Wireline business, FiOS continues to gain scale, and broadband
and video drive growth in consumer revenue. As I mentioned earlier, business revenues have been adversely affected by the
economy. But we are competing well, and we had several large customer wins in the enterprise market in the last few months.

From a profitability perspective, Wireline margins continue to be pressured by both cyclical and secular effects, as well as
incremental pension and OPEB costs. EBITDA declined $69 million sequentially, resulting in an EBITDA margin of 23.7% this
quarter. We expect margins will improve over time through a combination of better revenue performance, an improving
economy, ongoing work force reductions and other cost-saving initiatives.

Earlier this month we announced a reorganization of our Wireline segment. We believe combining our Telecom and Business
groups into one will enhance our effectiveness and more significantly reduce our costs. I will provide more details on our Wireline
transformation and cost initiatives in a few minutes. But before I get to that, let's take a closer look at Wireline revenues, starting
with mass markets.
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In mass markets, demand for our broadband and video products continues to drive revenue and ARPU growth. Consumer
revenues in the third quarter grew 1.2% over last year. Quarterly FiOS revenues totaled more than $1.4 billion, up 56% compared
with the third quarter last year. Consumer ARPU also increased to just over $75 this quarter, up 12.6% from a year ago, and FiOS
ARPU remains very strong at more than $137 per month.

Let's take a closer look at our FiOS results on slide 11. On a year-to-date basis, we have added about 18% more FiOS TV and
Internet customers than last year. This growth comes from both new markets and deeper penetration in existing markets. In
the third quarter, we added 191,000 FiOS TV and 198,000 FiOS Internet customers, increasing our penetration to 25% for TV
and 29% for Internet. Although net adds were less than the record adds of the last two quarters, FiOS continues to have good
momentum in the market. Churn remained low in the quarter. Gross sales were lower, primarily due to a change in promotional
activity.

Overall we are on track from a deployment standpoint with about 45% of our premises passed. FiOS Triple Play availability has
expanded to 10.9 million homes or about 34% of total households. And last week we announced new Quad-Play and Triple
Play bundles in several East Coast markets. So we continue to believe we can add about 1 million new FiOS customers each
year.

Let's turn next to the rest of our Wireline revenues, which included global enterprise and global wholesale. In our global markets,
I see mixed results and a continuation of some trends that have been affecting both the retail and wholesale markets.

On the positive side, we generated sequential growth of 2.5% in global enterprise revenues in the third quarter, primarily driven
by continued demand for IP services. We also had a smaller impact from foreign exchange effects in the quarter. However, the
cumulative effect of unemployment continues to impact usage volumes. We are also not seeing any significant change in capital
or IT spending by our large customers.

The primary leading indicator for sustained improvement in the business market will be a return to hiring on the part of our
enterprise customers. We did see a pickup in CPE sales from our existing customers this quarter, but not enough for me to get
too optimistic.

While certain volume metrics have shown some stabilization, I'm still not seeing meaningful improvement. For example,
enterprise business long-distance voice minutes were down 4.5% year over year but were stable on a sequential basis. So while
I am certainly not comfortable calling a bottom, I would say that I'm cautiously optimistic.

As I said a few minutes ago, we had several very good wins this quarter, including JetBlue, Manulife Financial and several
government contracts. Some of these wins included integrated IT and communications solutions, as well as security and
consulting services. Enterprise customers are increasingly interested in managed and professional services capabilities, and I
believe we are well positioned in these areas.

One last area I would like to discuss is the evolving Wireline business model. Specifically I'm referring to the continuing
transformation of our network, products and services, customer interfaces, capital program, workforce and cost structure. I
think you are well aware of the strategic divestitures and investments we have made to accelerate growth in the consumer
broadband and video market and in the global enterprise market. And you also know that these transformative moves have
changed our revenue mix and driven improvement in topline performance. But there is more to do. The investments in broadband,
video and global IP will also help us transform the cost structure of our business. For example, the FiOS platform creates an
enormous opportunity for consumers to purchase innovative products and services, which will drive revenue growth.

But it also enables us to develop a business model with a different lower cost structure with less reliance on our traditional
copper network infrastructure. The changes we recently made in our Wireline organization are to simplify the business and
accelerate getting bottom-line performance. We believe this is the right time to do this, and we are in the process of aligning
our cost structure to improve productivity.

5

THOMSON REUTERS STREETEVENTS | www.streetevents.com | Contact Us

©2009 Thomson Reuters. All rights reserved. Republication or redistribution of Thomson Reuters content, including by
framing or similar means, is prohibited without the prior written consent of Thomson Reuters. 'Thomson Reuters' and the
Thomson Reuters logo are registered trademarks of Thomson Reuters and its affiliated companies.

F I N A L  T R A N S C R I P T

Oct. 26. 2009 / 12:30PM, VZ - Q3 2009 Verizon Earnings Conference Call

http://www.streetevents.com
http://www010.streetevents.com/contact.asp


From a headcount perspective, as the businesses change, we have been shifting force to the growth areas and steadily reducing
our overall workforce. But we need to do more and at an accelerated pace. Our goal in the second half of 2009 is to downsize
by more than 8000 in workforce and contractors. We reduced Wireline headcount by 4000 in the third quarter, and we are on
track to downsize by at least that amount in the fourth quarter. Total headcount was down 5000 from the end of last quarter.

Along with these force reductions, we are also looking at a comprehensive redesign of our entire call center infrastructure,
including reducing the number of call centers and improving our utilization and efficiency metrics. And we have a Wireline
network convergence initiative underway that will result in operating efficiency improvements.

Throughout the year we have been very focused on improving our capital efficiency and operating with a great deal of financial
discipline. Wireline capital spending is down by $704 million or 9.6% year-to-date and should continue to run below last year's
levels.

I mentioned earlier how tightly we are managing these costs, and we will continue to do so. I am expecting that we will
substantially complete our FiOS build program by the end of 2010, which alone should result in about $2 billion of capital
savings each year. Obviously this will significantly reduce our capital requirements beginning in 2011, thus improving free cash
flow and investment returns.

I'm confident that the steps we will be taking will simplify our organization, improve our ability to capitalize on new avenues
of growth and achieve improved levels of productivity. So to quickly sum up, we turned in another quarter of solid growth in
all our strategic areas. Our cash flow growth remains strong, and our balance sheet is healthy and we will continue to improve
over the next few years as we reduce Wireless debt. We have industry-leading margins in our Wireless business with tremendous
growth opportunities ahead in mobile broadband.

As I just discussed, we will continue transforming the Wireline business. On the strategic front, our Alltel integration continues
to go very well, and our access line divestitures are on track.

And with that, I would like to turn it back to Ron.

Ron Lataille - Verizon - SVP, IR

Thank you, John. Brad, Ivan and John are now available to take questions.

Q U E S T I O N S  A N D  A N S W E R S

Operator

(Operator Instructions). John Hodulik, UBS.

John Hodulik - UBS - Analyst

Could you talk a little bit about the Wireless market in terms of the competitive pressure you are seeing? We saw some new
pricing out from T-Mobile today, and correspondingly I think both Verizon and AT&T saw sort of lower minutes of usage. So if
you could talk a little bit, maybe separate the business or the data side from the voice side and what you see going forward.

And then Ivan, while we have you, could you just update us on where we are in terms of the access line spin? If you are seeing
any potential slowdown from a regulatory standpoint in light of what we saw from Fairpoint today. That would be great.
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John Killian - Verizon - EVP & CFO

I will start on the wireless side. We were pleased with our quarter. When you look at net adds, 1.2 million in total, 970,000 on
the retail side. We thought it was very good performance in the third quarter. We are very excited about the opportunity ahead
of us in the fourth quarter. Many of you have seen the advertising that we have had out for the launch of the Droid. We announced
really today that the Storm 2 will be available starting Wednesday. I happen to be using the Storm 2, and it is a great enhancement
from where we were before. The Droid device, a number of our Wireless team and Shaygan are using it in prelaunch and really
think it is going to be groundbreaking and have a lot of opportunity.

We continue to see very good growth on data ARPU. Obviously we are watching all of the pricing changes, the T-Mobile changes,
John, just came out overnight. They look to be on the conservative side of what all the rumors were in terms of what was going
to happen with that pricing. We really don't see it breaking new ground, don't see in our mind a need to respond to that. I think
the other point here I would make is our network, we believe, continues to differentiate ourselves and puts us in a very good
position.

Ivan Seidenberg - Verizon - Chairman & CEO

And John, on the access line spins, the regulatory proceedings are moving along. There are three or four jurisdictions that are
getting closest to decisions. Frontier has done a very good job at differentiating why this transaction is different then any of
the previous transactions. So we are still confident that this will get closed on time.

Operator

Simon Flannery, Morgan Stanley.

Simon Flannery - Morgan Stanley - Analyst

John, you talked in your comments about the LTE rollout. Can you help us think about the capital spending, the potential
dilution from there? What are we seeing in terms of your spending the second half of this year and next year? Are you able to
pretty much incorporate this into sort of run-rate CapEx and run-rate margins, or is there likely to be some additional pressure
from that?

John Killian - Verizon - EVP & CFO

Yes, from a CapEx perspective, we put guidance out back in September for the full year of 2009 of a range of $17.4 billion to
$17.8 billion. I am sure you have already done the math, and in order to hit the low end of that, we would have to spend about
$5 billion of CapEx in the fourth quarter. We have been spending something like $4.3 billion, around that per quarter in that
range.

So at worst case, we're going to be on the very low end of the $17.4 billion to $17.8 billion. I actually think we will do better than
that and run below that for the full year.

The LTE rollout we are spending some capital on LTE in 2009. As you know, we are in trial mode right now. I do not see that
being incremental. I see our ability to absorb that within run-rates of existing capital. We have, as you look ahead to 2010, in
'09 we had more spending on Alltel integration, capital. We won't have much of that in 2010. So I don't think you're really going
to see any blip whatsoever from the LTE program.
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Operator

Michael Rollins, Citigroup Investment Research.

Michael Rollins - Citigroup Investment Research - Analyst

Just to follow-up on some of your comments on the enterprise side of the business, both -- actually enterprise and wholesale
as well. Enterprise and wholesale showed an uptick sequentially. Should we be surprised by that in the context of the comments
you made about the business conditions being on the softer side? And, as you look at the competitive landscape, are you seeing
more pricing pressure, or is the pressures on revenue on a year on year basis more a volume issue?

John Killian - Verizon - EVP & CFO

Yes, we are very pleased with where our enterprise business is. We have been saying that repeatedly over the last couple of
quarters. We have had great success in the marketplace with customer relationships. We have won several new deals. We really
have had virtually no defections. So the business is performing extremely well. We were pleased with the sequential growth in
revenue, that revenue was up 2.5%. We are showing improvements there. I think a lot of that is driven by the success we have
had with various wins in the marketplace. We are seeing CIOs start to be a little bit more willing to spend on new capital, new
initiatives. We still see a slight drag from employment that we think once employment really comes back in a bigger way we
will do extremely well in the enterprise space and we are very well positioned.

Our sales funnels are very strong. The sales force, I still have personally a lot of discussions with the sales team. Visit customers
with them from time to time. I think we have a lot of opportunities globally in front of us, not just domestically in the US. Another
point we made was we saw basically no sequential decline in LD minutes going over the network.

So sequentially we saw some stabilization there. Year on year we were down but from that perspective. Pricing is about where
it is. We have not seen much of a drop on the pricing side. We have seen more stability. That is what we would expect as we go
through and enter 2010.

Operator

David Barden, Bank of America/Merrill Lynch.

David Barden - Bank of America/Merrill Lynch - Analyst

A couple on Wireless if I could. John, with respect to the Alltel transaction and the synergies we are targeting for run-rate by
the end of the year and into next. Could you kind of update us with respect to your thinking on balancing how you are deploying
that margin competitively in the market from a handset perspective? Should we be seeing now -- even though it is a seasonally
tougher marketing quarter, should we be looking for rising margins again in Wireless as a function of that?

If I could on Wireline go back to comments you made a few weeks ago about Wireline, you were more conservative on Wireline
margins coming into the third quarter, looking for growth into fourth quarter in 2010. I'm wondering if based on your plans
you can reiterate or clarify those expectations for Wireline margin?
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John Killian - Verizon - EVP & CFO

Yes, Dave, a lot there on the questions, so let me see if I can hit the items. So when you take Alltel to begin with, we are very
pleased with the Alltel transaction. We are well ahead in terms of integration. We have converted all of the four area billing
systems onto Verizon. Our team has done a terrific job with rebranding, capturing the roaming synergies. We have said for the
full year we would have $500 million to $600 million of expense synergies. We are very confident with that and think we will
have a nice contribution in 2010.

From a margin perspective, we have had three quarters in a row of 46%. We have always said we are very focused on balancing
both growth and profitability, and we continue to be focused there. The synergies, there is a number of moving parts in the
Wireless business beyond just the synergy and equipment subsidies or cost of acquisition. If you actually look at equipment
subsidies, they were down on a per unit basis in the third quarter from the second quarter.

Our operating team at times wanted to be a little bit more aggressive in the quarter. We intentionally held them back recognizing
that we had more of our product launches coming in the fourth quarter, and we are very excited about the product launches
we have coming along.

So we are very confident in the Wireless business, continuing to grow, continuing to deliver the industry-leading profitability
that it has been delivering; continuing to grow cash flow because cash flow is extremely strong in that business.

Now on the Wireline side, we are very confident that we have all of the right initiatives in place to improve margin over time.
We are focused on the FiOS side. We are pleased with FiOS development. Focused on continuing to drive penetration. We
continue to look at all kinds of revenue opportunities in that business. We think FiOS will continue to expand opportunities to
enhance revenue.

From a cost standpoint, there is not a line of costs that we are not focused on. As you know, we had said we would reduce the
workforce including contractors by at least 8000 in the second half of the year. Total business we reduced 5000 this quarter.
The Wireline side we reduced 4000. We are well on track for the cost reduction efforts. We have all other areas of both SG&A,
so real estate, procurement, call centers. We have plans in all of those areas to continue to take costs out of the equation.

We are also watching our capital spend in that business. We think we will get some help ultimately as the economy comes back
in the enterprise and wholesale space. So we think we have got all of the right initiatives to drive that margin improvement
over time.

Operator

Phil Cusick, Macquarie.

Phil Cusick - Macquarie - Analyst

I wonder if we can talk about your device strategy a little bit. Your integrated devices are ramping up really quickly. Where do
you expect that to be as a portion of the mix next year? And then how do you plan to focus? Do you want to focus on really the
differentiated devices here, but you have got Palm Pre and I do believe Pixi coming fairly soon. Are you just going to have a
wide range and then focus on a couple that are very differentiated?

And finally, within that also the Android app store or Palm app store versus your own application suite, how do you think about
that these days? Does it even matter anymore?
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John Killian - Verizon - EVP & CFO

From a device perspective here, we have always said that we were going to have a wide array of product offerings in our lineup.
We have continued to do that. We rolled out in July the BlackBerry tour. That has done extremely well for us. We believe it will
continue to do well. Storm 2 being launched this week.

We are, I mentioned on the front end here, working very closely on Android-based devices. And I want to make the distinction
that the Droid will have very different capabilities. Yes, it uses the Android open platform, but the design of the set by Motorola,
the browsing capability, the speed, we believe, will really set us apart.

We will be introducing the Palm early next year, but our focus right now is maximizing the devices that we are launching in the
fourth quarter right now.

From an applications perspective, we will be launching the V CAST Applications store later this year. We are working with over
1000 developers on that right now. We had our Open Development conference. So we see a huge opportunity to generate
additional data revenue, additional subscribers from the applications work that we are doing. So we think we are in a very well
-- good position. Ivan wants to add a comment.

Ivan Seidenberg - Verizon - Chairman & CEO

Just to add sort of a strategic framework for this, the other way that we would ask our investors to think about this is, when you
deploy 4G, that really pushes you to think about a broad array of devices as opposed to just the specific smart devices that we
see out there now. The ones that are out there now are terrific. They are getting better.

So when you look at 4G and then you look at machine to machine, data revenue opportunity will come in so many different
places that we would want to make sure that our strategy has the breadth to capture a lot of things and not focus just on any
one or two or three devices. So our view is to lay the groundwork for a very broad array of data growth, which leads obviously
to the combination of integrated applications, video and also to sophisticated data applications.

Operator

Chris King, Stifel Nicolaus.

Chris King - Stifel Nicolaus - Analyst

Two quick questions. First of all, with respect to LTE, just to follow-up on your last comment there, I was wondering if there was
any change really -- the LTE handset development timeline that you guys were looking at from your various vendors? In other
words, are you guys still planning on essentially doing broadband laptop cards and the like next year over the 100 million pops
you plan to have done by year-end?

And then secondly, it may be a little too early for this, but I just wanted to see if you guys had an initial take on pension and
OPEB costs going into 2010 and how we should begin to think about that from an earnings standpoint?

John Killian - Verizon - EVP & CFO

Okay. Chris, on LTE in terms of devices, really no change from what we were thinking before. The initial rollout will be with
laptop air cards, broadband access applications. I think we do believe as LTE begins to get more and more excitement, which
we think it is, and you see more and more carriers start talking about it, even on the handset side, people will start looking to
move more aggressively. But that is our initial plan there.
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On pension and OPEB, of course, it is too early to give you any kind of indication for 2010. Obviously the factors that will drive
this is what is the ROA this year on our assets. We are performing well, as you would expect, through the end of September,
and October looks like it's going to be a pretty good month. So we think that will probably be good.

Discount rate will be another factor. We will have to see where that is as we end at year-end. Our employee levels are changing,
and that will also be an impact here. But we are not ready to provide any guidance on 2010.

Operator

Tim Horan, Oppenheimer.

Tim Horan - Oppenheimer - Analyst

Ivan, while we have you, maybe a couple of strategic questions. Can you maybe talk about where we think the industry is going
with the Wireline/Wireless integration? Is it more important to enterprise versus consumer?

I guess related to the second part of that is, how important is having this capability on a global basis? It seems like you were
emphasizing it a little bit more in the press release.

And then a third -- maybe you can't comment on it too much -- but on the iPhone, could you talk about if you guys would like
to get the iPhone or not and maybe why Apple would not build a CDMA version of the iPhone for the US?

Ivan Seidenberg - Verizon - Chairman & CEO

I think the way we think about what you call Wireline integration is we have a chance of developing combinations of applications
around these services. So rather than just a bundling of the products -- so, as you know, we just introduced a Quad-Play. We
have other forms of products that we have in the pipeline where you will be able to use your handsets from Wireless to do
different things on your fixed line network.

So our view of this integration is very important, and I think it is important because it adds a marginal expansion of revenue
growth in places where that we can develop these kind of cross integration products.

I think globally the reason we emphasize that is that we feel we have a really strong BlackBerry lineup, and we have a lot of new
devices coming out. We have lots of great capabilities in our global IP network, and as John said earlier, we feel we are well
positioned in our enterprise space.

So I think you will see us from a global standpoint focus mostly our efforts there on the business market. We are doing that.

Now in terms of the iPhone, there is nothing really different about this. I think Lowell would remind us all that this is a decision
that is exclusively in Apple's court. We obviously would be interested at any point in the future they thought it would make
sense for them to have us as a partner. And so we will leave it with them on that score.

I have no further thoughts about why they may have done whatever they did. What they have done has been successful, so we
have to sit back and give them credit for that.

But in the future, what we have done is what John said earlier. We have expanded our BlackBerry base. We have expanded our
base of other devices. We now have the Droid coming out. We have an updated Storm coming out. We have application stores
coming out.
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So I think our view is to broaden the base of choice for customers, and hopefully along the way, Apple, as well as others, will
decide to jump on the bandwagon.

Operator

Jason Armstrong, Goldman Sachs.

Jason Armstrong - Goldman Sachs - Analyst

A couple of questions, maybe first back to just the Wireline margin compression we have seen, just maybe more of a hindsight
type of question.

As you think about the different segments -- enterprise, wholesale and consumer -- which segment would you say you are
experiencing disproportionally higher margin pressure to this point?

And then just a second question quickly on FiOS metrics, you took up pricing in the quarter. You pulled off some of the
promotional activity, which sort of had an expected hit to the net add trajectory to some extent.

Now, as we look forward, is this sort of a new run-rate of net add growth that we should think about as you guys look to balance
growth with the return profile?

John Killian - Verizon - EVP & CFO

If you look at the margin compression, enterprise has held up fairly well. We have had the revenue declines, but on a relative
basis, we knew that was coming. We were able to take costs out fairly early in the process. So enterprise has held up relatively
well.

Consumer we have had a little bit more pressure. Now that was expected as you are in the middle of the FiOS rollout. You're
being aggressive in terms of customer acquisition. You have some of the secular change going on. You experience a little bit
more pressure on that side.

From a Wireless run-rate, we indicated that we thought we had the ability to continue to grow at about 1 million postpaid net
adds per quarter, 1 million net adds, and we performed well in the third quarter. We are not about to say we are going to limit
the possibility of growth. We think we have a great lineup in the fourth quarter, a great lineup as we enter 2010. With LTE coming,
we think there are substantial growth opportunities ahead of us.

I mentioned earlier we kind of kept our powder a little bit dry. We actually spent less advertising dollars in the third quarter than
we had in the second quarter. Part of that was we knew when the new device lineup was coming in the fourth quarter. So we
are still very optimistic and bullish about the ability to grow the Wireless business.

Jason Armstrong - Goldman Sachs - Analyst

Hey, thanks for that, John. The second part of the question was actually more on FiOS metrics on the Wireline side where you
took up pricing and then pulled off some of the promotions. I am just wondering if we sort of reset to a new net add profile on
that side of the business?
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Ivan Seidenberg - Verizon - Chairman & CEO

Yes, I think I would like to answer that from an operating standpoint and then if John wants to clarify it further. I don't think we
intend to reset.

What happened is, at the very beginning of the year, we had targeted about 1 million plus, and we had a couple of good quarters
in a row. And so we try to see how much we can continue to supercharge that.

As it turns out, we had a couple of promotions that did not work as well. So I don't think it is a question of, are we resetting it.
We never changed our view of 1 million. What happened is we had a couple of better quarters. We toyed with how we could
sustain that and found it was difficult in light of maintaining a fiscal discipline against it. So the issue is we have never changed
off of the 1 million plus.

Ron Lataille - Verizon - SVP, IR

Okay, Jason. Thanks for your question. Brad, that concludes our question session. What I would like to do now is hand it over
to Ivan for some concluding remarks.

Ivan Seidenberg - Verizon - Chairman & CEO

Okay. Just a couple of quick points. I think the third quarter for us was a good balancing quarter for us to get line of sight on
what we feel we need to do for the rest of this year and as we prepare ourselves for 2010.

What we found is that we focus a great deal on balancing our growth against our margin performance and our net income
performance. And, as we go forward, we have better line of sight now in terms of what we feel that we need to do to accelerate
data growth in wireless through handset deployment, application deployment and focus on the fundamentals in that business
to improve our net add performance as we go into next year.

In the Wireline business, our view is, as John said, we have good line of sight in where we think enterprise is. What we need to
do in consumer is maintain the focus on revenue growth as it relates to FiOS and data and to balance the net add costs, but at
the same time pick up the pace in our efficiency initiatives, which we have a lot in place. And you are seeing the benefits of
some of that begin to take hold in the third and fourth quarter of this year.

So looking out into 2010, I think our Company feels that we have good line of sight in terms of what we need to do to do a
better job next year than we have done this year. Okay. Thanks.

Ron Lataille - Verizon - SVP, IR

Thanks, Ivan. That concludes our call today, and I thank everybody for joining us.

Operator

This concludes the call. You can now disconnect. Thank you for participating in today's conference.
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CNET News

Verizon nears Fios network 
completion
Verizon Communications is almost finished building its Fios fiber-to-
the-home network.
by Marguerite Reardon | March 29, 2010 1:54 PM PDT 

Verizon Communications is nearly finished building its Fios fiber-to-the-home network. 
And now it will concentrate on expanding its customer base, say executives. 

Verizon, which began building its all-fiber network nearly six years ago, is quickly 
approaching its goal of passing 18 million homes in about 70 percent of its original 
customer footprint by the end of this year.

Verizon took a bold risk when it decided to build the Fios fiber network. 
[http://www.cnet.com/Verizons-fiber-race-is-on/2100-1034_3-
5275171.html] Its telecommunications counterpart SBC Communications, which is 
now AT&T, decided to invest substantially less capital 
[http://www.cnet.com/SBC-to-invest-4-billion-in-fiber-upgrade/2100-
1034_3-5449219.html] to extend fiber to the node or to the neighborhood. AT&T, 
which uses existing copper lines to deliver service to customers, said it would invest $4 
billion in upgrading its network. Verizon committed to spending $22.9 billion.

 

Initially, Wall Street was skeptical about Verizon's bet. It costs Verizon about $750 per 
customer to wire an entire neighborhood for the Fios Fiber service. And for every 
customer who signs up for service, Verizon spends an additional $600 to bring wire 
directly to the home.

Six years into the deployment, it looks like Verizon's investment is paying off. 
[http://www.cnet.com/Verizons-fiber-optic-payoff/2100-1034_3-
6192440.html] The new network has allowed Verizon to add TV services to its lineup 
as well as blazing fast Internet speeds. Today Verizon offers 50Mbps download 
services to its Fios customers. [http://www.cnet.com/8301-30686_3-
10465098-266.html] And it can easily upgrade that service to 100 megabits per 
second. Meanwhile, AT&T, which announced a less expensive upgrade path, is only able 
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to offer a maximum of 24Mbps downloads [http://www.cnet.com/8301-
30686_3-20001354-266.html] to its high-speed Internet customers.

Verizon's service has also been successful in bringing competition to many markets 
where only cable had been offered TV, voice, and Internet service. At the end of 2009, 
Verizon's Fios TV service achieved 25 percent market share nationwide, said Bill Kula, a
spokesman for Verizon. Its Internet service has reached 28 percent penetration 
nationwide. In the next couple of years, Verizon hopes to bump that penetration up to 
between 35 percent and 40 percent for both services, Kula added. 

 

Verizon Communications kicks off Fios in New York City in 2008 with a special event to recruit new 
subscribers. 

(Credit: Marguerite Reardon/CNET ) 

And in markets where Verizon's Fios service has been around the longest, insiders 
report penetration rates have exceeded 50 percent for Fios high-speed Internet and are 
approaching 50 percent for Fios TV.

But as Verizon nears the completion of its initial goal, the company is taking a breather 
from construction. Executives have explained that the building phase of the network is 
essentially winding down. It is focusing now on finishing up TV franchises in markets 
where it has been working out agreements, and it's continuing to build out networks in 
markets it has already announced. For example, Verizon is continuing to lay fiber in 
parts of Washington, D.C, New York City, and Philadelphia. But it has no plans to start 
new deployments in cities, such as Baltimore or downtown Boston, Kula said.

"As we get closer to the end of the year, you'll see a greater focus on sales and marketing 
for Fios and less on engineering and construction," Kula said. "This is the reverse of 
what it was in the beginning, when we were focused on building the network. Back then 
we weren't doing as much marketing because we were just trying to build out the 
service."

Kula said that in areas where Fios already exists, the company will continue to compete 
aggressively on bundled pricing. It will also offer cash back incentives from $75 to $200 
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as well as offers of new Netbooks for customers who sign up for the service for the first 
time.

Previously, Verizon had offered new Fios TV customers a free 19-inch high-definition 
TV. 

There are indications that new customer wins are slowing. Verizon added only 
153,000 new Fios TV subscribers in the fourth quarter of 2009. 
[http://www.cnet.com/8301-30686_3-10441167-266.html] This was about 
half of what the company had added during the same quarter a year earlier. At the end 
of 2008, Verizon had added 303,000 new Fios TV subscribers.

In total, Verizon ended 2009 with 2.86 million Fios TV subscribers and 3.43 million 
Fios Internet subscribers. Most customers take both services, but some Internet 
subscribers don't yet have access to TV services.

The Federal Communications Commission has applauded Verizon for its investment in 
fiber. The FCC has put together a 10-year National Broadband Plan 
[http://www.cnet.com/8301-30686_3-20000453-266.html] to encourage 
affordable broadband service for every American. And there is no question that the FCC 
would like to see companies, like Verizon, investing even more in building new 
infrastructure. 

Verizon hasn't ruled out deploying more fiber in the future. The initial plan for Fios 
covers about 70 percent of Verizon's traditional telephone customers. This means that 
30 percent of Verizon's customers won't get Fios. Kula said these customers can expect 
continued investment in DSL broadband service as well as wireless broadband 
investment. Verizon is currently building a 4G wireless network using a technology 
called LTE, or Long Term Evolution.

But there is no guarantee that Verizon will target areas of the country where it doesn't 
offer Fios with its LTE services. Verizon Wireless, which is owned by Vodafone and 
Verizon Communications, has said it will launch the 4G service in 25 to 30 
markets by the end of the year. [http://reviews.cnet.com/8301-13970_7-
10453550-78.html] Executives at Verizon Wireless have indicated that the rollout 
will look similar to the deployment of services for 3G wireless. If this is the case, it's 
likely that 4G wireless broadband will initially be deployed in dense urban areas, many 
of which also have Fios service. 

Verizon has also been selling off its wireline assets in rural areas. Almost a year ago, 
Verizon announced plans to sell local phone lines in 14 states to Frontier 
Communications [http://www.cnet.com/8301-1035_3-10239539-94.html] 
in a deal valued at $8.6 billion.

As part of this deal with Frontier, Verizon is selling some of its existing Fios 
deployments. Initially, Verizon deployed Fios in 16 states. Now, Fios service in four of 
those states--Washington, Oregon, Indiana, and South Carolina--will go to Frontier. In 
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total, Verizon will lose about 750,000 potential subscribers through this transaction. 
Kula said that Frontier has agreed to continue servicing existing Fios subscribers.

Verizon has reiterated that it never planned to deliver fiber service to 100 percent of its 
wireline territory, which covers 32 million potential customers today. (After the 
divestiture of assets to Frontier that number will be 27 million.) But the popularity of 
the Fios service, and the strong competition that comes with it, will certainly leave 
many customers in areas where Fios has not been built disappointed.

[http://www.cnet.com/profile/MaggieReardon/] 

Marguerite Reardon [http://www.cnet.com/profile/MaggieReardon/] 

Marguerite Reardon has been a CNET News reporter since 2004, covering cell phone 
services, broadband, citywide Wi-Fi, the Net neutrality debate, as well as the ongoing 
consolidation of the phone companies.
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@CBS Interactive. All rights reserved. 
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Verizon winds  
down expensive  
FiOS expansion 
 

 Updated 3/26/2010 5:02 PM 
 

 By Peter Svensson, Associated Press 
 

 
 

NEW YORK — If Verizon Communications hasn't  
already started wiring your city or town with its FiOS
fiber-optic TV and broadband service, chances are  
you won't get it. 
 
Where it's available, FiOS usually provides the only  
competition for cable TV apart from satellite service.  
Studies have shown that its entry into an area leads  
to lower cable prices, though FiOS itself has not  

 been undercutting cable TV prices substantially. 
 
But Verizon is nearing the end of its program to  
replace copper phone lines with optical fibers that  
provide much higher Internet speeds and TV  
service. Its focus is now on completing the network  
in the communities where it's already secured  
"franchises," the rights to sell TV service that rivals  
cable, said spokeswoman Heather Wilner. 
 
That means Verizon will continue to pull fiber to  
homes in Washington, D.C., New York City and   
Philadelphia— projects that will take years to  
complete — but leaves such major cities as  
Baltimore and downtown Boston without FiOS. 
 
Verizon is still negotiating for franchises in some  
smaller communities, mainly in New York,  
Massachusetts and Pennsylvania, but it is not  
working on securing franchises for any major urban  
areas, Wilner said. For instance, it's halted  
negotiations for the Washington suburb of   
Alexandria, Va. 
 
Verizon never committed to bringing FiOS to its  
entire local-phone service area. It has introduced  
FiOS in 16 states, but the deployment is  
concentrated on the East Coast, and Verizon is  
selling off most of its service areas in the Midwest  
and on the West Coast. Its stated goal was to make  
FiOS available to 18 million households by the end  
of 2010, and it's on track to reach or exceed that. 
 
That will still leave a third of its service area  
(excluding the territories it is selling) without fiber.  
And as Verizon has signaled this month that it's  
focusing on communities where it already has  

Advertisement
 

By Dan MacMedan, USA TODAY 

 
Verizon employee Larry Hames, with his partner David 
Fell behind him, splices the new fiber optic lines 
together in a Long Beach, CA neighborhood. 
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 franchises, it's now becoming clear which ones are  
in and which are out. 
 
The New York-based company hinted in 2008 that it  
might continue expansion of FiOS beyond this year,  
but the recession seems to have crimped that  
possibility. The company has pulled back on  
promotions for new subscribers, like the 19-inch  
TVs it gave away under one campaign. That in turn  
has led to lower recruitment figures. 
 
CEO Ivan Seidenberg told investors in January that  
FiOS itself has been doing well, but Verizon's sales  
of services to large businesses have suffered in the  
downturn, and it needed to offset that by not being  
too "aggressive" in marketing FiOS. 
 
Verizon doesn't appear to have ruled out further  
FiOS expansion, but doesn't have any plans, either.  
The economics apparently are not attractive enough:  
TV service carries fairly low margins compared to  
Verizon's phone business, according to analyst  
Craig Moffett at Sanford Bernstein. 
 
Moffett believes the end of FiOS expansion means  
that cable companies will lose fewer subscribers,  
starting next year. 
 
The recruitment of new FiOS TV subscribers slowed  
last year. In the fourth quarter, it added 153,000  
subscribers, little more than half of the number it  
added in the same period the year before. 
 
At the end of last year, Verizon had 2.86 million  
FiOS TV subscribers and 3.43 million FiOS Internet  
subscribers (most households take both). 
 
Verizon has faced skepticism from investors over  
the project because of the high costs. Wiring a  
neighborhood for FiOS costs Verizon about $750  
per home. Actually connecting a home to the  
network costs another $600. The total cost from  
2004 to 2010 was budgeted at $23 billion. But it's  
allowed Verizon to mount an effective resistance to  
cable companies, which are siphoning off landline  
phone customers and can offer higher broadband  
speeds than phone companies without fiber straight  
to homes can. 
 
Verizon is the only major U.S. phone company to  
draw fiber all the way to homes and the only one to  
offer broadband speeds approaching those  
available in Japan and South Korea. The halt to  
further expansion comes as the Federal  
Communications Commission has sent Congress the  
country's first "national broadband plan," aimed at  

 making Internet access faster, more affordable and  
more widely available. 
 
AT&T and Qwest Communications International are  
laying fiber into neighborhoods, but still use  
copper phone lines to take the signal the last stretch  
of the way, into homes. That's a less costly strategy  
that has drawn less scrutiny from Wall Street, but it  
also limits top broadband speeds. Meanwhile, cable  
companies are upgrading modems this year to offer  
higher speeds, a relatively inexpensive move. 
 
Copyright 2010 The Associated Press. All rights  
reserved. This material may not be published,  
broadcast, rewritten or redistributed. 
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Cox Communications to Discontinue Cox Wireless Service, Effective March 
30, 2012  

Cox Easing Customers’ Transition to Alternate Wireless Service Providers 

ATLANTA – November 15, 2011 – Cox Communications announced that it will discontinue selling Cox 
Wireless, its wireless phone service, effective November 16, 2011.  Cox will continue providing service 
for its wireless customers through March 30, 2012, and special offers will be available to Cox Wireless 
customers to ease their transition to another wireless provider.   
  
“Cox is working to make this transition as seamless and easy as possible for our customers,” said Len 
Barlik, executive vice president of product development and management.  “We are proud of our 
employees’ dedication to delivering the excellent customer service that Cox is known for, and we will 
continue to keep our wireless customers’ satisfaction a top priority during this transition period.” 
  
All Cox Wireless customers have multiple Cox services, and will receive a $150 credit on their bill for 
every line of wireless phone service disconnected. Customers can keep their wireless devices and all 
early termination fees will be waived.  Also, wireless customers will continue to receive their Bundle 
Benefit™ for two years. 
  
“We understand the importance of wireless to the customer experience,” said Barlik.  “Cox is looking at 
several options to continuously increase the value of our bundle of services.”  
  
Cox’s decision to no longer sell its 3G wireless service was based on the lack of wireless scale 
necessary to compete in the marketplace, the acceleration of competitive 4G networks as well as the 
inability to access iconic wireless devices. Cox had launched wireless service in less than 50 percent of 
its footprint, including:  Hampton Roads, Roanoke and Northern Virginia; Orange County, San Diego 
and Santa Barbara, Calif.; Omaha, Nebraska; Oklahoma City and Tulsa, Okla.; and Rhode Island and 
Cox communities we serve in Connecticut and Cleveland, Ohio.   
  
Cox’s television, high speed Internet, residential phone and commercial services will be unaffected by 
the change.   
  
About Cox Communications: 
Cox Communications is a broadband communications and entertainment company, providing advanced 
digital video, Internet, and telephone services over its own nationwide IP network. The third-largest U.S.
cable TV company, Cox serves more than 6 million residences and businesses. Cox Business is a 
facilities-based provider of voice, video and data solutions for commercial customers, and Cox Media is 
a full-service provider of national and local cable spot and new media advertising. Cox is known for its 
pioneering efforts in cable telephone and commercial services, industry-leading customer care and its 
outstanding workplaces. For seven years, Cox has been recognized as the top operator for women by 
Women in Cable Telecommunications; for six years, Cox has ranked among DiversityInc’s Top 50 
Companies for Diversity, and the company holds a perfect score in the Human Rights Campaign’s 
Corporate Equality Index. More information about Cox Communications, a wholly owned subsidiary of 
Cox Enterprises, is available at www.cox.com and www.coxmedia.com. 
  

# # # 
Media Contacts: 
Jill Ullman                                Mallard Holliday 
jill.ullman@Cox.com               mallard.holliday@Cox.com 
404-843-5014 (o)                    404-843-5981 (o) 
404-664-6053 (c)                    770-331-8295 (c)
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Federal Trade Commission
Protecting America's Consumers

It is a pleasure to be here in San Francisco, even with El Nino, to participate with such a distinguished panel in this ALI-ABA 
program on "Product Distribution and Marketing." This afternoon I will address vertical issues in federal antitrust law. Vertical 
antitrust issues arise in the context of relationships -- contractual or through merger -- between businesses at different levels in 
the chain of distribution; for example, between the maker of military aircraft and the maker of stealth radar technology. During 
my relatively brief tenure at the Federal Trade Commission -- barely six months -- I have dealt with several cases involving 
vertical antitrust issues and I have a new appreciation for the difficulty of this area of law. 

Antitrust treatment of vertical restraints and mergers has vacillated over the years, in large part because vertical issues raise 
complicated analytic problems of how to resolve the conflict between generally acknowledged efficiencies stemming from 
vertical relationships and the potential for anticompetitive harm.(1) Both the courts and the antitrust agencies have struggled 
with two key issues related to vertical alliances: 

First, how do they cause anticompetitive harm?  

Second, how should the analysis treat the substantial efficiencies that they generate?  

The answers to these questions are fact and case specific. Despite being somewhat of a newcomer to these issues, I will 
attempt to share some of what I have learned over the last six months and to discuss several recent Federal Trade 
Commission cases involving vertical antitrust issues. But first, I must make the standard disclaimer that the views expressed 
are my own and do not necessarily represent the views of the Commission or any other Commissioner. 

When analyzing any vertical relationship, a threshold issue is whether there is an agreement. An agreement for Sherman and 
FTC Act purposes is defined as "a conscious commitment to a common scheme designed to achieve an unlawful 
objective."(2) The evidence must show that the manufacturer and distributor did not act independently."(3) Determining 
whether an agreement existed, however, is not an easy task -- antitrust conspirators rarely sign a contract clearly spelling out 
the parameters of their anticompetitive agreement. Thus, antitrust enforcers must examine the totality of the circumstances. 

The finding of an agreement is just the start of the inquiry. Most vertical alliances must be analyzed under a complicated "rule 
of reason," except in the area of minimum resale price maintenance, which is per se illegal. The rule of reason analysis takes 
account of many factors, including geographic and product market definition, market power, effects on intrabrand competition 
(such as competition among Ford dealerships), effects on interbrand competition (such as competition between Ford and GM 
dealerships), and any business justifications or offsetting efficiencies. 

An agreement between manufacturer and dealer or retailer on minimum resale price levels is per se illegal.(4) However, under 
the Colgate Doctrine,(5) established by the Supreme Court in 1919, a manufacturer may lawfully suggest prices and stop 
dealing with those who discount those prices, as long as it does so unilaterally. For example, manufacturers may suggest 
minimum prices (unilaterally) using a number of techniques, including: 
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Providing lists of suggested retail prices;(6)  

Pre-ticketing prices on the product;(7) or  

Advertising suggested prices directly to consumers.(8)  

A manufacturer may cut off a discounter in response to complaints from other retailers, as long as it makes this decision 
unilaterally.(9) Generally, the FTC does not challenge cooperative advertising programs in which dealers must use 
manufacturer-supplied information, including resale prices, in the advertisements. However, when dealers pay for their own 
advertisements, they must be free to price the product at whatever level they choose.(10) 

Manufacturer actions that attempt to secure compliance with announced minimum prices may result in an improper agreement
with the retailer. Such actions may include: 

Threatening to penalize dealers by mixing up orders;(11)  

Requiring manufacturer approval of deviations from suggested prices;(12) or  

Removing all of the financial incentive for a retailer to set a price below the suggested minimums.(13)  

Last year the FTC issued a complaint and consent alleging that American Cyanamid fixed the minimum resale prices of its 
agricultural chemical products. Although the FTC's challenge of a minimum resale price maintenance agreement is not 
surprising, this case is particularly interesting because of the way in which American Cyanamid structured its dealer 
agreements. American Cyanamid operated two cash rebate programs for its retail dealers over a five year period. Under these 
programs, the dealers could receive substantial rebates on each sale of crop protection chemicals, but only if made at or 
above American Cyanamid's specified minimum resale price. The dealers overwhelmingly accepted the rebate offer by selling 
at or above the specified prices. 

The FTC alleged a per se violation by American Cyanamid because a dealer could not receive a rebate on sales below the 
specified prices, and therefore would lose money on such sales. American Cyanamid also included performance criteria in its 
dealer rebate programs that could increase the amount of the rebate. However, if a dealer met all of the performance criteria, 
but sold the product for less than the specified minimum resale price, that dealer received no rebate on the sale. On the other 
hand, if the dealer met none of the performance criteria, but sold the product at or above American Cyanamid's specified 
minimum resale price, the dealer nonetheless received a rebate on that sale. 

The FTC alleged that American Cyanamid's conditioning of financial payments on dealers' charging a specified minimum price 
amounted to the quid pro quo of an agreement. In other cases where this issue has arisen, courts also have treated such 
agreements as per se illegal.(14) 

Another type of potentially problematic conduct is "structured terminations." These are unilateral, manufacturer-announced 
policies under which a discounter incurs increasing penalties for first, second, and third infractions for failure to sell at the 
minimum resale price. The FTC has banned such terminations as a part of "fencing-in" relief in a consent order, but has not 
ruled on their permissibility standing alone.(15) 

The FTC's selection of remedies in minimum resale price maintenance cases will be influenced by the willfulness of the 
conduct, whether the conduct led to the unlawful agreement, and the seriousness of its probable effects, measured in part by 
the market power of the manufacturer. For example, the FTC prevented Nintendo(16) from exercising its Colgate rights(17) to 
terminate or suspend retailers that did not comply with its announced pricing policy. This severe remedy was necessary 
because Nintendo commanded 80% of the market and, by virtue of this power, could have maintained its policy without an 
agreement because retailers could feel intimated. 

As you heard this morning, after almost thirty years of per se unlawful treatment, in 1997 the United States Supreme Court 
reversed itself in State Oil Co. v. Khan,(18) and held that maximum resale price maintenance is not per se illegal. The Court 
explained that maximum prices could promote consumer welfare, under certain circumstances, by limiting the ability of a 
retailer to exercise local monopoly power.(19) 

The Department of Justice and the FTC jointly filed an amicus brief in State Oil Co. v. Khan that stated, in pertinent part: 

American Cyanamid -- FTC Consent Alleging Minimum Resale Price Agreement 

Remedies in Resale Price Maintenance Cases 

MAXIMUM RESALE PRICE MAINTENANCE 
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"We do not discount the possibility that there are cases in which vertical maximum price fixing may be, on balance, anti-
competitive and therefore violate the Sherman Act. . . . Certainly, we do not advocate any rule declaring that vertical maximum 
pricing arrangements are per se legal. There is no reason to believe, however, that such anti-competitive situations will be 
frequent, or that those that may arise may not be adequately policed under the rule of reason. We are therefore confident that 
the loss of [the] per se rule will not materially hamper the federal government's ability to enforce the antitrust laws vigorously in 
any appropriate case." 

It is important to remember that State Oil Co. v. Khan does not immunize maximum resale price maintenance; rather, it 
requires the courts and agencies to examine such arrangements using the rule of reason. 

Non-price vertical restraints include exclusive dealing and exclusive distribution agreements, and both are assessed under the 
rule of reason.(20) 

In exclusive dealing cases, a manufacturer arranges for a retailer (or customer at some other level) to carry only the 
manufacturer's line of products, and not the products of a competitor. In exclusive distribution cases, instead of retailers 
committing themselves to a single manufacturer, the manufacturer commits itself to a single retailer to be its sole (or primary) 
outlet in a particular geographic area. The FTC assesses both exclusive dealing and distribution arrangements using the rule 
of reason.(21) The ultimate question is whether competition has been harmed by the exclusive dealing or distribution 
arrangements -- that is, has the firm imposing the exclusivity gained power over price? 

Thus, exclusive dealing may be procompetitive when it encourages retailers to invest in promoting the manufacturer's line, 
thereby enhancing interbrand competition at the retail level.(22) For example, when Ford Motor Company requires its dealers 
to sell only Ford cars and trucks, generally this would be procompetitive because General Motors has a similar arrangement 
with its dealers; thus, there is more aggressive competition between the Ford and GM retailers. Similarly, exclusive 
distributorships can be procompetitive and normally are permissible, particularly when competing manufacturers, selling 
through other retailers, also are present in the market.(23) 

Exclusive dealing and exclusive distribution arrangements may be anticompetitive, however, if they are used to raise rivals' 
costs, exclude (or foreclose) competition, or facilitate tacit collusion. Exclusive dealing contracts may raise rivals' costs when 
the contracts are made with so many retailers, and lock up so much capacity at the retail level, that competing manufacturers 
are unable to attain minimum efficient scale in either the production or the distribution functions.(24) 

In the recent cases against Waterous Co. and Hale Products, the FTC alleged that the two dominant manufacturers of fire-
engine pumps each entered into exclusive dealing agreements with certain manufacturers of fire engines. The FTC was 
concerned that these exclusive deals facilitated tacit collusion and functioned as a means of allocating customers. 

In exclusive distribution cases, a retailer may effectively raise a rival's costs by securing commitments from a sufficient number 
of manufacturers to prevent a rival from: (1) attaining economies of scale or scope; (2) obtaining low-cost supplies; or (3) 
obtaining products necessary to satisfy consumer demand. For example, if Sears obtained the exclusive rights to be the sole 
distributor of appliances made by Maytag, General Electric, and other large appliance manufacturers, such exclusivity could 
have an anticompetitive effect on other retailers, such as Montgomery Ward and Penney's. 

Vertical mergers occur between firms that operate at different but complementary levels in the chain of production or 
distribution. Common examples include a merger between a manufacturer and a distributor (for example, between a drug 
manufacturer and a pharmacy benefits manager) or a merger between two manufacturers, one of which produces an end 
product and the other a component used to make that end product. As with non-price vertical restraints, vertical mergers often 
can be efficiency-enhancing. 

However, vertical mergers also can have anticompetitive effects. Vertical mergers can allow competitors to raise rivals' costs.
(25) For example, Eli Lilly, a drug manufacturer, could make it more difficult or expensive for competing drug manufacturers to 
distribute their drug products through Lilly's wholly-owned pharmacy benefits manager, PCS. Vertical mergers also can 
facilitate coordinated interaction; for example, when the downstream level of the integrated firm receives competitively 
sensitive information from the competitors of the upstream level of the integrated firm such information could be used to 
coordinate marketplace behavior.(26) In connection with the Lilly/PCS merger, the FTC was concerned that Lilly would be in a 
position post-merger to obtain from PCS sensitive pricing and bidding information submitted by other drug manufacturers. 
Such information could allow Lilly to underbid its competitors in an anticompetitive manner. 

Some common remedies used in connection with vertical mergers include: 

NON-PRICE VERTICAL RESTRAINTS --
Exclusive Dealing and Exclusive Distributors 

VERTICAL MERGERS 
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Prohibiting the integrated firm from denying competitors access to necessary manufacturing inputs or distribution 
outlets for its products;(27) and  

Establishing a "firewall" to prevent companies from gaining access to a rival's competitively sensitive information.  

The Commission continues to investigate proposed vertical mergers and to require consent agreements when appropriate. 

Thank you for the opportunity to share with you some of my preliminary observations about the complex and intriguing area of 
vertical restraints. 

1. E.g., White Motor Co. v. United States, 372 U.S. 253 (1963) (remanding for a determination of the competitive effects of 
exclusive territorial and customer restrictions); United States v. Arnold Schwinn & Co., 388 U. S. 365 (1967) (holding territorial 
restraints to be per se illegal); Continental T.V., Inc. v. GTE Sylvania Inc., 433 U.S. 36 (1977) (holding vertical nonprice 
restraints to be judged under the rule of reason).  

2. Monsanto Co. v. Spray-Rite Serv. Corp., 465 U.S. 752, 768 (1984).  

3. Id.  

4. See Business Electronics Corp. v. Sharp Electronics Corp., 485 U.S. 717 (1988); Dr. Miles Medical Co. v. John D. Park & 
Sons, 220 U.S. 373 (1911).  

5. United States v. Colgate & Co., 250 U.S. 300 (1919).  

6. See Isaksen v. Vermont Castings, 825 F.2d 1158, 1162 (7th Cir. 1987), cert. denied, 486 U.S. 1005 (1988).  

7. See Mesirow v. Pepperidge Farm, 703 F.2d 339, 344 (9th Cir.), cert. denied, 464 U.S. 820 (1983).  

8. See Jack Walters & Sons v. Morton Building, Inc., 737 F.2d 698, 707 (7th Cir.), cert. denied, 469 U.S. 1018 (1984).  

9. See Monsanto Co., supra.  

10. AAA Liquors Inc. v. Joseph E. Seagram & Sons, 705 F.2d 1203, 1206 (10th Cir. 1982), cert. denied, 461 U.S. 919 (1983).  

11. See Isaksen v. Vermont Castings, 825 F.2d at 1162-63.  

12. See Pitchford v. PEPI, Inc., 531 F.2d 92, 98 (3rd Cir.), cert. denied, 426 U.S. 935 (1976).  

13. See American Cyanamid Corp., C-3739 (FTC Consent Order May 12, 1997).  

14. In Lehrman v. Gulf Oil Corp., 464 F.2d 26, 39, 40 (5th Cir.), cert. denied, 409 U.S. 1077 (1972), the Fifth Circuit stated that 
". . . adherence to a suggested price schedule was the quid pro quo for Lehrman's receiving Gulf's [temporary competitive 
allowances]" and "there is no comparable justification for conditioning wholesale price support upon adherence to a schedule 
of minimum retail prices." Similarly, the Supreme Court has noted that by offering financial inducements in return for selling at 
specified minimum prices, a manufacturer seeks the "acquiescence or agreement" of its dealers in a resale price-fixing 
scheme. Monsanto, supra, 465 U.S. at 764 n. 9.  

15. See New Balance Athletic Shoe, C-3683 (FTC Consent Order Sept. 10, 1996), Reebok International, C-3592 (FTC 
Consent Order July 18, 1995).  

16. See Nintendo of America, 114 F.T.C. 702 (1991) (Consent Order).  

17. "Colgate rights" refer to a manufacturer's right to suggest prices and cease dealing with those who do not adhere to those 
prices, as long as it does so unilaterally. See United States v. Colgate & Co., 250 U.S. 300 (1919).  

18. No. 96-871, reprinted in 73 Antitrust & Trade Reg. Rep. (BNA) 452 (Nov. 6, 1997).  

19. State Oil, supra, at 455.  

20. See Continental T.V. v. GTE Sylvania, 433 U.S. 36 (1977).  

CONCLUSION 

Endnotes: 
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21. Beltone Electronics Corp., 100 F.T.C. 68, 204 (1982).  

22. See, e.g., Standard Oil Co. v. United States, 337 U. S. 293, 306-07 (1949) (listing procompetitive aspects of exclusive 
dealing agreements).  

23. See Inter-City Tire & Auto Center v. Uniroyal, 701 F. Supp. 1120, 1123-24 (D. N.J. 1988), aff'd, 888 F.2d 1382 (3rd Cir. 
1989).  

24. Cf. Krattenmaker & Salop, Anticompetitive Exclusion: Raising Rivals' Costs to Achieve Power over Price, 96 Yale L.J. 209 
(1986).  

25. See, e.g., Time Warner/Turner, C-3709 (FTC Consent Order Feb. 3, 1997) (resolving concerns about access to 
programming for cable operators and other forms of video distribution, and access to distribution by producers of video 
programming); Cadence Design Systems, Inc., Consent Order Aug. 7, 1997); Silicon Graphics, C-3626 (FTC Consent Order 
Nov. 14, 1995). C-3761 (FTC  

26. See, e.g., Lockheed/Martin Marietta, C-3576 (FTC Consent Order May 9, 1995) (integrated firm, in its new capacity as 
supplier, could receive sensitive information about the plans or technology of its horizontal competitor); Lockheed Martin/Loral, 
C-3685 (FTC Consent Order Sept. 19, 1996) (same); Eli Lilly/McKesson, C-3594 (FTC Consent Order July 28, 1995).  

27. See, e.g., Time Warner/Turner, supra; Eli Lilly/McKesson, supra. 

Last Modified: Monday, June 25, 2007 
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CNET News

Comcast walks away from Pivot
The joint venture with Sprint-Nextel was intended to be combine 
cable TV, Internet, and both land and wireless phone service.
by Erica Ogg | April 23, 2008 5:29 PM PDT 

Comcast said Wednesday it has changed its mind on a joint wireless communication 
venture with Sprint-Nextel, according to a Reuters report 
[http://www.reuters.com/article/technologyNews/idUSN2346189820080423]

The service, called Pivot, was begun as a partnership 
[http://www.cnet.com/Cable-companies-call-on-Sprint-Nextel/2100-
1039_3-5928037.html] between the cable giant, Sprint, Time Warner, Cox 
Communications, and Advanced/Newhouse Communications in 2006. It offered a 
package of services, including TV, broadband, and both a landline and wireless phone 
service. 

"We decided to discontinue the service because the product required a lot of operational 
complexities, so we decided it wasn't the approach we wanted for the long term," said a 
Comcast spokesperson. 

Well, that's one way of putting it. By the end of last year, demand was so low for Pivot 
they stopped marketing it. Part of the problem is that nearly 80 percent of U.S. 
residents already subscribe to a cell phone service. And the cable operators weren't 
given much freedom in pricing or packaging the Pivot service to make it enticing 
enough for people to switch carriers. 

Comcast said its Pivot mobile customers would be switched to a similar Sprint package. 

CNET News.com's Marguerite Reardon contributed to this report. 

Erica Ogg [http://www.cnet.com/profile/ericaatnews/] 

Erica Ogg is a CNET News reporter who covers Apple, HP, Dell, and other PC makers, 
as well as the consumer electronics industry. She's also one of the hosts of CNET News' 
Daily Podcast. In her non-work life, she's a history geek, a loyal Dodgers fan, and a mac-
and-cheese connoisseur.
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At Cricket, it’s all about respect. That’s why we don’t make you sign any contracts. We want to give you the best 
mobile experience by providing you with high-quality 3G coverage and affordable cell phone plans available on 
devices like the Sanyo Zio or Huawei Ascend . Cricket is not just a wireless company, it is a community. Join now and 
find a Cricket community in your area today.

enter email address
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learn more

ABOUT SSL CERTIFICATES

 

Home Cell Phone Plans Cell Phones Muve Music Mobile Broadband Cell Phone Accessories Mobile Downloads Everyday Value
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NO contracts•

NO hidden fees•

3G High-Quality Network•

NO credit checks•

competition, what competition?
Compare us with your current cell phone 
provider and see how much you'll save with 
Cricket.  

learn more…

a reliable, affordable 3G 
network
Cricket offers service over a high-quality, all
-digital wireless network. Find out what that 
means for you. 

learn more…

tips for switching
A few things to help you make a smooth 
transition from your old cellular provider to 
Cricket. 

learn more…

company information
More than 5.9 million customers have 
trusted their calls to Cricket Wireless for 
over ten years. 

learn more…

the cricket difference

The Cricket Difference: Unlimited Respect. Cricket respects your freedom and your wallet. While other wireless 
companies lock you into contracts with costly cancelation fees, we want you to stay a Cricket customer because you want to, 
not because you're forced to. We want to provide you with a wide variety of plans to choose from, so you can find the one 
that that'll help you stay connected. We work hard to earn your loyalty, every day!

 
Here's what you get with Cricket Wireless:
 

Want to learn more? Continue to see why we're different in the following sections.

shop now   

Phone # Password

sign in   

navigate

Overview

Competitive Comparison 

Tips for Switching

Our Technology

Company Information 

Careers 

already have cricket?

Log in for easy access and save 
time by managing your account 
online.
Login now:

register
forgot password?

shop now  Find a Cell Phone and Cell Phone Plan that's right for you 

cricket cell phones smartphones plans broadband cricket PAYGo features & downloads accessories coverage

search mycricket.com go  coverage maps find a store email signup

activate top-up send text en español

items in cart: 0
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Cricket Wireless has the music industry feeling chirpy 

The cellphone carrier's MuveMusic service has helped labels tap a vast underserved 
audience: people who can't afford computers. Muve users can download songs directly 
to their phones. In less than a year it has grown to more than 500,000 subscribers. 

By Alex Pham, Los Angeles Times 

February 7, 2012 

Reporting from San Diego 

For the embattled music industry, hope lies inside 
a small corner store in the City Heights section of 
San Diego. 
 
In a neighborhood chock-full of Mexican, 
Vietnamese and Somalian restaurants, Larry 
Woelfel, a 40-year-old unemployed lab technician, 
waited with two dozen customers to buy 
cellphones and service from a San Diego company 
called Cricket Wireless. 
 
By also signing up for Cricket's MuveMusic digital 
music service, Woelfel illustrates Cricket's 
emergence as one of the music industry's best 
hopes for tapping a vast underserved audience. 
 
Ravaged by piracy, plummeting sales of CDs and a 
proliferation of free, legal alternatives such as 
YouTube, the music industry's sales have fallen from $29.4 billion in 2005 to $17.3 billion last year, 
according to Enders Analysis. Now record companies are scrambling to find new sources of revenue. 
 
Cricket customers like Woelfel, who pay as little as $45 a month for unlimited text, talk and data, are 
plunking down $10 more for unlimited music. 
 
Although the music industry's piece of that monthly fee is minuscule, more than 500,000 people have 
signed up for Muve since the service launched in May, placing Muve among the three largest premium, 
on-demand digital music services in the country. Rhapsody is No. 1, with 1 million paying customers, 
and Muve and Spotify are neck and neck for No. 2. 
 
What's more, Cricket's customers come from a slice of society largely ignored by companies peddling 
cutting-edge technology and digital media. More than half of the service's subscribers are African 
American or Latino and earn less than $50,000 a year. Fewer than 35% own laptops. Cellphones are the 
center of their digital lives.

advert isement
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Cricket started in 1998 as an international phone company serving Latin America, selling an all-you-
can-talk deal to customers without credit cards. Later Cricket brought the same offer to the U.S. The 
company learned its customers were obsessive about ring tones. 
 
"We realized that music was very important to our customers," said Jeff Toig, Cricket's general manager 
for MuveMusic. "Most of them didn't have computers. They didn't have iTunes. They weren't 
subscribing to Rhapsody. They told us about the trouble they went through to get music on to their 
phones. For them, it was a point of pain." 
 
So Toig and other Muve executives spent two years developing the service and a hack-resistant memory 
card that would hold thousands of songs and deliver incremental profits to music companies. When 
Cricket introduced a test version of the service a year ago in Las Vegas, lines formed out the door and 
down the block. 
 
A typical customer is Pamela Mitchell, 39-year-old founder of the Washington., D.C., nonprofit group 
Hip Hop Scholars, which promotes educational achievement through urban music. Mitchell signed up 
with Cricket in August for a package that costs 5% less than her old Sprint service. 
 
What sold her was the all-you-can-download music, which has transformed her habits as a music 
consumer. Before she got Muve, neither Mitchell nor her teenage son were active music buyers. She 
listened to old CDs; her son listened to YouTube. 
 
Now she spends three to four hours a day listening to music on her phone. At work, she uses the service 
to play songs for her music appreciation and history class. 
 
So far, Cricket has gone largely unnoticed by the musical digerati. The tiny cellphone carrier has just 5.9 
million customers, or less than 2% of the U.S. cellphone market. Since its 1998 start, Cricket has offered 
service in 65 cities nationwide. In September, the company announced its presence in Los Angeles with 
bus bench ads and billboards. 
 
Cricket's growth partly stems from its business model. Unlike giants AT&T Inc. and Verizon 
Communications Inc., the company requires no annual contract. And unlike competitors Rhapsody and 
BlackBerry Music, Cricket does not send its customers a separate bill for music. The cost is included in 
a single monthly bill. 
 
Music labels are thrilled with the arrangement, which gives Cricket's label partners — Universal Music 
Group, Warner Music Group, Sony Music Entertainment, EMI Music and independent labels 
represented by Merlin Network and INgrooves — a steady stream of revenue. 
 
"The engagement we're seeing on the service is incredible," said Stephen Bryan, senior vice president of 
digital strategy at Warner Music Group in New York. 
 
The partnership is going so well that labels are using Cricket as a platform for introducing up-and-
coming artists, such as Jason Derulo, a pop singer signed with Warner Music Group who recently gave 
Muve subscribers a free concert in Chicago. 
 
Other digital music services — such as Pandora, Sirius XM and YouTube — have millions more users. 
Cricket's Muve, however, sits in the paid premium category. Record companies receive a higher royalty 
rate than with other types of music services — a fixed amount for every Muve subscriber. The amount, 
which is undisclosed, is divided among record companies according to how often songs in their catalogs 
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are played. 
 
Each month the average Muve customer listens to music on his or her Cricket phone about 40 hours and 
downloads 300 new songs, drawing from a catalog of 5 million songs, a number expected to grow to 10 
million titles by the end of this year. 
 
That translates to only a fraction of a penny per song played on the Muve service, but those pennies can 
add up. With 500,000 subscribers paying $10 a month for music, Cricket collects $60 million a year in 
added revenue. Although the companies don't disclose what portion goes to music labels, executives 
knowledgeable about the figures say the labels combined get 20% to 50%. 
 
"These are brand-new customers who previously spent little or no money on music," said Rob Wells, 
president of Universal Music's global digital business. "It's a demographic that the music industry has 
had tremendous trouble reaching. For us, being able to tap into a new segment of consumers has been 
invaluable." 
 
alex.pham@latimes.com  

Copyright © 2012, Los Angeles Times 
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News from Google 

Industry Leaders Announce Open Platform 

for Mobile Devices 

Group Pledges to Unleash Innovation for Mobile Users Worldwide 

MOUNTAIN VIEW, Calif.; BONN, Germany; TAOYUAN, Taiwan; SAN DIEGO, Calif.; 

SCHAUMBURG, Ill. (November 5, 2007) – A broad alliance of leading technology and 

wireless companies today joined forces to announce the development of Android, the first 

truly open and comprehensive platform for mobile devices. Google Inc., T-Mobile, HTC, 

Qualcomm, Motorola and others have collaborated on the development of Android through 

the Open Handset Alliance, a multinational alliance of technology and mobile industry 

leaders. 

This alliance shares a common goal of fostering innovation on mobile devices and giving 

consumers a far better user experience than much of what is available on today’s mobile 

platforms. By providing developers a new level of openness that enables them to work more 

collaboratively, Android will accelerate the pace at which new and compelling mobile 

services are made available to consumers. 

With nearly 3 billion users worldwide, the mobile phone has become the most personal and 

ubiquitous communications device. However, the lack of a collaborative effort has made it a 

challenge for developers, wireless operators and handset manufacturers to respond as 

quickly as possible to the ever-changing needs of savvy mobile consumers. Through 

Android, developers, wireless operators and handset manufacturers will be better positioned 

to bring to market innovative new products faster and at a much lower cost. The end result 

will be an unprecedented mobile platform that will enable wireless operators and 

manufacturers to give their customers better, more personal and more flexible mobile 

experiences. 

Thirty-four companies have formed the Open Handset Alliance, which aims to develop 

technologies that will significantly lower the cost of developing and distributing mobile 
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News from Google 

Sprint and Google Expand Relationship to 

Enable Richer Mobile Experience and 

more Choices for Sprint Customers 

Sprint Handsets to Feature Easy Access to Google Mobile Search, Google Maps for Mobile, 

YouTube and More 

Overland Park – May 7, 2008 – Sprint and Google [NASDAQ: GOOG] today announced a 

partnership aimed at more deeply integrating Google applications and services into Sprint 

customers’ mobile experience. As part of the deal, Google™ will become Sprint’s preferred 

mobile search provider and Sprint users will have easier access to Google Maps™ for 

mobile, YouTube™ and more. 

Sprint and Google are committed to providing users with the most dynamic mobile 

experience possible. Both companies have actively advocated the importance of an open 

mobile ecosystem and understand that users should have more choice when it comes to 

selecting and accessing content on a mobile phone. 

"Our partnership with Google is a great example of how Sprint is making the mobile Internet 

experience even more customer-friendly and useful to our customers," said Kevin 

Packingham, vice president of product management at Sprint. "Sprint looks forward to 

extending its partnership with Google, and to bringing customers a mobile experience 

enhanced by the speed of the Now Network, complimented by the services of Google." 

"Google and Sprint have a lot in common when it comes to our vision for the mobile web," 

said Doug Garland, vice president of product management at Google. "We both believe in 

openness and providing compelling, easy-to-use mobile services that consumers can use 

every day. We look forward to working together to deliver a great experience." 
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Apple Launches iPad 
Magical & Revolutionary Device at an Unbelievable Price 

SAN FRANCISCO—January 27, 2010—Apple® today introduced iPad, a revolutionary device 
for browsing the web, reading and sending email, enjoying photos, watching videos, 
listening to music, playing games, reading e-books and much more. iPad’s responsive 
high-resolution Multi-Touch™ display lets users physically interact with applications and 
content. iPad is just 0.5 inches thick and weighs just 1.5 pounds— thinner and lighter than 
any laptop or netbook. iPad includes 12 new innovative apps designed especially for the 
iPad, and will run almost all of the over 140,000 apps in the App Store. iPad will be available 
in late March starting at the breakthrough price of just $499.  

“iPad is our most advanced technology in a magical and revolutionary device at an 
unbelievable price,” said Steve Jobs, Apple’s CEO. “iPad creates and defines an entirely new 
category of devices that will connect users with their apps and content in a much more 
intimate, intuitive and fun way than ever before.”  

iPad features 12 next-generation Multi-Touch applications. Every app works in both portrait 
and landscape, automatically animating between views as the user rotates iPad in any 
direction. The precise Multi-Touch interface makes surfing the web on iPad an entirely new 
experience, dramatically more interactive and intimate than on a computer. Reading and 
sending email is fun and easy on iPad’s large screen and almost full-size “soft” keyboard. 
Import photos from a Mac®, PC or digital camera, see them organized as albums, and enjoy 
and share them using iPad’s elegant slideshows. Watch movies, TV shows and YouTube, all 
in HD or flip through pages of an e-book you downloaded from Apple’s new iBookstore 
while listening to your music collection.  

iPad runs almost all of the over 140,000 apps on the App Store, including apps already 
purchased for your iPhone® or iPod touch®. The iTunes® Store gives you access to the 
world’s most popular online music, TV and movie store with a catalog of over 11 million 
songs, over 50,000 TV episodes and over 8,000 films including over 2,000 in stunning high 
definition video. Apple also announced the new iBooks app for iPad, which includes Apple’s 
new iBookstore, the best way to browse, buy and read books on a mobile device. The 
iBookstore will feature books from major and independent publishers.  

Apple also introduced a new version of iWork® for iPad, the first desktop-class productivity 
suite designed specifically for Multi-Touch. With Pages®, Keynote® and Numbers® you can 
create beautifully formatted documents, stunning presentations with animations and 
transitions, and spreadsheets with charts, functions and formulas. The three apps will be 
available separately through the App Store for $9.99 each.  

iPad syncs with iTunes just like the iPhone and iPod touch, using the standard Apple 30-pin 
to USB cable, so you can sync all of your contacts, photos, music, movies, TV shows, 
applications and more from your Mac or PC. All the apps and content you download on iPad 
from the App Store, iTunes Store and iBookstore will be automatically synced to your iTunes 
library the next time you connect with your computer.  

iPad’s brilliant 9.7-inch, LED-backlit display features IPS technology to deliver crisp, clear 
images and consistent color with an ultra-wide 178 degree viewing angle. The highly 
precise, capacitive Multi-Touch display is amazingly accurate and responsive whether 
scrolling web pages or playing games. The intelligent soft keyboard pioneered on iPhone 
takes advantage of iPad’s larger display to offer an almost full-size soft keyboard. iPad also 
connects to the new iPad Keyboard Dock with a full-size traditional keyboard.  

iPad is powered by A4, Apple’s next-generation system-on-a-chip. Designed by Apple, the 
new A4 chip provides exceptional processor and graphics performance along with long 
battery life of up to 10 hours.* Apple’s advanced chemistry and Adaptive Charging 
technology deliver up to 1,000 charge cycles without a significant decrease in battery 
capacity over a typical five year lifespan.**  

iPad comes in two versions—one with Wi-Fi and the other with both Wi-Fi and 3G. iPad 
includes the latest 802.11n Wi-Fi, and the 3G versions support speeds up to 7.2 Mbps on 
HSDPA networks. Apple and AT&T announced breakthrough 3G pre-paid data plans for iPad 
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with easy, on-device activation and management.  

Continuing Apple’s dedication to designing and creating environmentally responsible 
products, each iPad enclosure is made of highly recyclable aluminum and comes standard 
with energy-efficient LED-backlit displays that are mercury-free and made with arsenic-free 
glass. iPad contains no brominated flame retardants and is completely PVC-free.  

Apple today released a new Software Development Kit (SDK) for iPad, so developers can 
create amazing new applications designed to take advantage of iPad’s capabilities. The SDK 
includes a simulator that lets developers test and debug their iPad apps on a Mac, and also 
lets developers create Universal Applications that run on iPad, iPhone and iPod touch.  

Pricing & Availability  
iPad will be available in late March worldwide for a suggested retail price of $499 (US) for 
the 16GB model, $599 (US) for the 32GB model, $699 (US) for the 64GB model. The Wi-Fi + 
3G models of iPad will be available in April in the US and selected countries for a suggested 
retail price of $629 (US) for the 16GB model, $729 (US) for the 32GB model and $829 (US) 
for the 64GB model. iPad will be sold in the US through the Apple Store® (www.apple.com), 
Apple’s retail stores and select Apple Authorized Resellers. International pricing and 
worldwide availability will be announced at a later date. iBookstore will be available in the US 
at launch.  

*Apple tested wireless battery life by browsing web pages and receiving email over an 
AirPort® network, never letting the system go to sleep during the test, and keeping the 
display at half brightness. This is a typical scenario of use on the go, resulting in a battery 
performance number that is very relevant to mobile users.  

**A properly maintained iPad battery is designed to retain 80 percent or more of its original 
capacity during a lifespan of up to 1,000 recharge cycles. Battery life and charge cycles vary 
by use and settings.  

Apple ignited the personal computer revolution in the 1970s with the Apple II and 
reinvented the personal computer in the 1980s with the Macintosh. Today, Apple continues 
to lead the industry in innovation with its award-winning computers, OS X operating system 
and iLife and professional applications. Apple is also spearheading the digital media 
revolution with its iPod portable music and video players and iTunes online store, and has 
entered the mobile phone market with its revolutionary iPhone.  

Press Contacts: 
Colin Smith 
Apple 
colins@apple.com 
(408) 862-1171 

Bill Evans 
Apple 
bevans@apple.com 
(408) 974-0610 

Apple, the Apple logo, Mac, Mac OS, Macintosh, iPhone, iPod touch, iTunes, iWork, Pages, Keynote, Numbers, 
Apple Store and AirPort are trademarks of Apple. Other company and product names may be trademarks of 
their respective owners. 

 

Apple Media Helpline (408) 974-2042 media.help@apple.com 
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Las Vegas, Nevada (May 3, 2005) – 

Marvell  (NASDAQ: MRVL), the technology leader in the development of extreme broadband communications and storage solutions, today announced multilayer wireless/wireline 

integrated packet processor solutions based on the Prestera 98DX2x3 family of products. The Presetra 98DX2x3 is in production for the 2nd quarter and provides wire-speed 

IPv4/IPv6 routing, flexible policy-based security and QoS engines, and comprehensive network shield for protecting against denial of service attacks. Marvell will demonstrate its 

98DX2x3 family in booth # 939 at NetWorld+Interop 2005 in Las Vegas, May 3 – 5.

The 98DX2x3 was custom designed for the new and demanding GE market.  What separates the 98DX2x3 from other packet processors offering, is that it enhances customer 

designs with integrated solutions that combine software components, driver suites, customization capabilities and the ability to design-in system features in the best price 

performance segment. The enhancements offered to the customers have proven to reduce time to market by 50 percent.

Leveraging Marvell’s 10 years as a leading provider in the switch market space, the 98DX2x3 is cost, performance and power optimized.  98DX2x3 can operate all 24GE and 3 

XAUIs in under 9 watts and has an economic package footprint. Prestera customers are able to upgrade all platforms based on the 98DX2x0 family to the 98DX2x3 family. Marvell 

has maintained pin-to-pin, voltage and SW are backward compatibility, allowing customers to minimize the investment while accomplishing new level of multilayer features.

“Marvell is the leading innovator in stackable switch market today, delivering the most flexible and scalable policy-based security features,” said Paul Valentine, General Manager, 

Enterprise Business Unit, Communications Business Group at Marvell. “We are pleased to continue this momentum with 98DX2x3, and enabling our customers to significantly 

reduce their product development costs and time to market.”

98DX2x3 combines 12Gbps uplinks with the “Distributed Switching Architecture” (DSA) to provide seamless expansion and features across stack. The DX family has IPv6 routing, 

ACL and QoS support from day one, enabling future-proof stackable switches that can last for years.

ABOUT THE PRESTERA DX FAMILY OF PRODUCTS

The DX platform is designed for wireless/wireline integration, supporting QoS/Security assigned to a virtual user location (either on the wire or wireless network), fast roaming and 

inter-subnet roaming. The DX wireless integration is cost optimized for a wireless switch implementation, as both wireline and wireless features converge in the Silicon level. 

The DX offers solutions from entry level smart managed up to stackable GE products with complete L2/L3/L4 and security features. All products are based on available system 

features, software capabilities, and advance customization and feature differentiation. The Marvell solution can provide customers with extreme time-to-market, predictable and 

riskless execution, while maintaining the upper hand in the solution differentiation.

AVAILABILITY

The comprehensive solutions designed around the 98DX2x3 have integrated wireless capabilities and products based on the 98DX2x3 family will be launched over the next quarter.

ABOUT MARVELL

Marvell (NASDAQ: MRVL) is the leading global semiconductor provider of complete broadband communications and storage solutions.  The Company’s diverse product portfolio 

includes switching, transceiver, communications controller, wireless, and storage solutions that power the entire communications infrastructure, including enterprise, metro, home, 

and storage networking.  As used in this release, the terms “Company” and “Marvell” refer to Marvell Technology Group Ltd. and its subsidiaries, including Marvell Semiconductor, 

Inc. (MSI), Marvell Asia Pte Ltd. (MAPL), Marvell Japan K.K., Marvell Taiwan Ltd., Marvell International Ltd. (MIL), Marvell U.K. Limited, Marvell Semiconductor Israel Ltd. (MSIL), 

RADLAN Computer Communications Ltd., and SysKonnect GmbH.  MSI is headquartered in Sunnyvale, Calif., and designs, develops and markets products on behalf of MIL and 

MAPL.  MSI may be contacted at (408) 222-2500 or at www.marvell.com.

Marvell  and the Marvell logo are trademarks of Marvell.  All other trademarks are the property of their respective owners.
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Google to Acquire Motorola Mobility 

Combination will Supercharge Android, Enhance Competition, and 
Offer Wonderful User Experiences 

MOUNTAIN VIEW, CA and LIBERTYVILLE, IL – AUGUST 15, 2011 – Google 
Inc. (NASDAQ: GOOG) and Motorola Mobility Holdings, Inc. (NYSE: MMI) today 
announced that they have entered into a definitive agreement under which 
Google will acquire Motorola Mobility for $40.00 per share in cash, or a total of 
about $12.5 billion, a premium of 63% to the closing price of Motorola Mobility 
shares on Friday, August 12, 2011. The transaction was unanimously approved 
by the boards of directors of both companies. 

The acquisition of Motorola Mobility, a dedicated Android partner, will enable 
Google to supercharge the Android ecosystem and will enhance competition in 
mobile computing. Motorola Mobility will remain a licensee of Android and 
Android will remain open. Google will run Motorola Mobility as a separate 
business. 

Larry Page, CEO of Google, said, “Motorola Mobility’s total commitment to 
Android has created a natural fit for our two companies. Together, we will create 
amazing user experiences that supercharge the entire Android ecosystem for 
the benefit of consumers, partners and developers. I look forward to welcoming 
Motorolans to our family of Googlers.” 

Sanjay Jha, CEO of Motorola Mobility, said, “This transaction offers significant 
value for Motorola Mobility’s stockholders and provides compelling new 
opportunities for our employees, customers, and partners around the world. We 
have shared a productive partnership with Google to advance the Android 
platform, and now through this combination we will be able to do even more to 
innovate and deliver outstanding mobility solutions across our mobile devices 
and home businesses.” 

Andy Rubin, Senior Vice President of Mobile at Google, said, “We expect that 
this combination will enable us to break new ground for the Android ecosystem. 
However, our vision for Android is unchanged and Google remains firmly 
committed to Android as an open platform and a vibrant open source 
community. We will continue to work with all of our valued Android partners to 
develop and distribute innovative Android-powered devices.” 

The transaction is subject to customary closing conditions, including the receipt 
of regulatory approvals in the US, the European Union and other jurisdictions, 
and the approval of Motorola Mobility’s stockholders. The transaction is 
expected to close by the end of 2011 or early 2012. 

Webcast Information 

Google and Motorola Mobility will hold a conference call with financial analysts to 
discuss this announcement today at 8:30am ET. The toll-free dial-in number for 
the call is 877-616-4476 (conference ID: 92149124). The call will also be 
webcast live at http://investor.shareholder.com/media/eventdetail.cfm?
eventid=101369&CompanyID=ABEA-
3VZHGF&e=1&mediaKey=A21887C59EBAAC12F1BCF4D43C080953. The 
webcast version of the conference call will be available through the same link 
following the conference call. 

 Search   
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Statement of the Department of Justice’s Antitrust 
Division on Its Decision to Close Its Investigations of 

Google Inc.’s Acquisition of Motorola Mobility Holdings 
Inc. and the Acquisitions of Certain Patents by Apple Inc., 

Microsoft Corp. and Research in Motion Ltd.

WASHINGTON – The Department of Justice’s Antitrust Division issued the following statement today 
after announcing the closing of its investigations into Google Inc.’s acquisition of Motorola Mobility 
Holdings Inc., the acquisitions by Apple Inc., Microsoft Corp. and Research in Motion Ltd. (RIM) of 
certain Nortel Networks Corporation patents, and the acquisition by Apple of certain Novell Inc. 
patents:
 
“After a thorough review of the proposed transactions, the Antitrust Division has determined that each 
acquisition is unlikely to substantially lessen competition and has closed these three investigations.  In 
all of the transactions, the division conducted an in-depth analysis into the potential ability and 
incentives of the acquiring firms to use the patents they proposed acquiring to foreclose competitors.  
In particular, the division focused on standard essential patents (SEPs) that Motorola Mobility and 
Nortel had committed to license to industry participants through their participation in standard-setting 
organizations (SSOs).  The division’s investigations focused on whether the acquiring firms could use 
these patents to raise rivals’ costs or foreclose competition.    
 
“The division concluded that the specific transactions at issue are not likely to significantly change 
existing market dynamics. 

 
“During the course of the division’s investigation, several of the principal competitors, including 
Google, Apple and Microsoft, made commitments concerning their SEP licensing policies.  The 
division’s concerns about the potential anticompetitive use of SEPs was lessened by the clear 
commitments by Apple and Microsoft to license SEPs on fair, reasonable and non-discriminatory 
terms, as well as their commitments not to seek injunctions in disputes involving SEPs.  Google’s 
commitments were more ambiguous and do not provide the same direct confirmation of its SEP 
licensing policies.
 
“In light of the importance of this industry to consumers and the complex issues raised by the 
intersection of the intellectual property rights and antitrust law at issue here, as well as uncertainty as 
to the exercise of the acquired rights, the division continues to monitor the use of SEPs in the wireless 
device industry, particularly in the smartphone and computer tablet markets.  The division will not 
hesitate to take appropriate enforcement action to stop any anticompetitive use of SEP rights.”
 
BACKGROUND
 
Google/ Motorola Mobility
 
On Aug. 25, 2011, Google entered into an agreement to acquire Motorola Mobility, a manufacturer of 
smartphones and computer tablets and the holder of a portfolio of approximately 17,000 issued patents 
and 6,800 applications, including hundreds of SEPs relevant to wireless devices that Motorola Mobility 
committed to license through its participation in SSOs. 

 
Rockstar Bidco
 
Rockstar Bidco, a partnership that includes, among others, RIM, Microsoft and Apple, was formed to 
acquire patents at the June 2011 Nortel bankruptcy auction, and to license and distribute them to 
certain partners.  Nortel’s portfolio of approximately 6,000 patents and patent applications includes 
many SEPs that Nortel committed to license through its participation in SSOs and that are relevant to 
wireless devices (the Nortel SEPs).   
 
Apple/Novell
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Apple also proposes to acquire patents held by CPTN Holdings LLC, formerly owned by Novell, 
following CPTN’s acquisition in April 2011 of those patents on behalf of Apple, Oracle Corporation and 
EMC Corporation.  As a member of the Open Invention Network (OIN), Novell committed to cross-
license its patents on a royalty-free basis for use in the open source “Linux system,” a defined term in 
the OIN. 
 
Competitive Landscape
 
Google, Apple, Microsoft and RIM have each developed mobile operating systems for smartphones and 
tablets. Apple and RIM manufacture and sell the smartphones and tablets that run on their proprietary 
mobile operating systems.  In contrast, Microsoft licenses its proprietary mobile operating systems, 
Windows Phone 7 and Windows Mobile, to non-affiliated wireless handset original equipment 
manufacturers (OEMs).  Google, in turn, sponsors Android, a mobile operating system that it 
distributes to OEMs without monetary charge under an open source license.  These operating systems 
provide platforms for a variety of products and services offered by competing handset and tablet 
manufacturers, as well as, application developers.
 
At the end of 2011, Google’s Android accounted for approximately 46 percent of the U.S. smartphone 
operating system platform subscribers and Apple’s iOS was used by about 30 percent of subscribers.  
RIM and Microsoft accounted for approximately 15 percent and 6 percent of the share of smartphone 
subscribers, respectively.
 
Apple’s iPad is the leading tablet in the market, although the recently introduced Android-based tablets 
are rapidly gaining share.  Thus far, tablets running RIM’s and Microsoft’s operating systems have a 
minimal presence in the marketplace.
 
The Importance of Standard Setting in the Wireless Industry  
 
Today’s wireless device industry, which includes smartphones and tablets, relies on complex operating 
systems that allow seamless interaction with wireless communications technologies while providing 
audio, video and computer functionalities. 
 
To facilitate seamless interoperability, industry participants work through SSOs collectively to develop 
technical standards that establish precise specifications for essential components of the technology.  
For example, wireless devices typically implement a significant number of telecommunication and 
computer standards, including cellular air interface standards (e.g., 3G and 4G LTE standards), 
wireless broadband technologies (e.g., WiFi and WiMax) and video compression technologies (e.g., 
H.264).  As with other industries, these standards facilitate compatibility among products and provide 
consumers with a wider range of products and capabilities than would otherwise be available.
 
Often, many technologies adopted by the SSOs fall within the scope of existing patents or patent 
applications.  Once a patent is included in a standard, it becomes essential to the implementation of 
that standard, thus the term “Standard Essential Patent.”  After industry participants make 
complementary investments, abandoning the standard can be extremely costly.  Thus, after the 
standard is set, the patent holder could seek to extract a higher payment than was attributable to the 
value of the patented technology before the standard was set.  Such behavior can distort innovation and 
raise prices to consumers .  A comparable harm may also arise in situations outside of the SSO context 
where a patent holder’s prior actions, such as open source commitments, lead others to make 
complementary investments (See U.S. Department of Justice and Federal Trade Commission, Antitrust 
Enforcement & Intellectual Property Rights:  Promoting Innovation and Competition, April 17, 2007 
at 35-6). 
 
Most SSOs therefore require the owners of patents essential to the proposed standard that are 
participating in the SSO’s standard-setting activities to make disclosure and licensing commitments 
with respect to their essential patents.  These commitments are intended to reduce the subsequent 
inappropriate use of the patent rights at issue, and thus prevent disputes that can inhibit innovation 
and competition.  One com mon licensing requirement is to require SSO members to commit to license 
patented technologies essential to a standard on reasonable and nondiscriminatory (RAND) terms (for 
SSOs based in the United States) or on fair, reasonable and nondiscriminatory (FRAND) terms (for 
SSOs based outside the United States) (collectively F/RAND).  In practice, however, SSO F/RAND 
requirements have not prevented significant disputes from arising in connection with the licensing of 
SEPs, including actions by patent holders seeking injunctive or exclusionary relief that could alter 
competitive market outcomes.
 
ANALYSIS
 
The division’s investigations regarding the acquisitions of the Motorola Mobility and Nortel SEPs 
focused on whether the acquiring firms would have the incentive and ability to exploit ambiguities in 
the SSOs’ F/RAND licensing commitments to hold up rivals, thus preventing or inhibiting innovation 
and competition (The division’s analysis was limited to SEPs encumbered by F/RAND commitments).  
Such hold up could include raising the costs to rivals by demanding supracompetitive licensing rates, 
compelling prospective licensees to grant the SEP holder the right to use the licensee’s differentiating 
intellectual property, charging licensees the entire portfolio royalty rate when licensing only a small 
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subset of the patent holder’s SEPs in its portfolio, or seeking to prevent or exclude products practicing 
those SEPs from the market altogether.  In this analysis, the critical issue is whether the patent holder 
has the incentive and ability to hold up its competitors, particularly through the threat of an injunction 
or exclusion order.  The division’s analysis focused on how the proposed transactions might change that 
incentive and ability to do so.  
 
The division concluded that each of the transactions was unlikely to substantially lessen competition for 
wireless devices.  With respect to RIM’s and Microsoft’s acquisition of Nortel patents, their low market 
shares in mobile platforms would likely make a strategy to harm rivals either through injunctions or 
supracompetitive royalties based on the acquired Nortel SEPs unprofitable.  Because of their low 
market shares, they are unlikely to attract a sufficient number of new customers to their mobile 
platforms to compensate for the lost patent royalty revenues.  Moreover, Microsoft has cross-license 
agreements in place with the majority of its Android-based OEM competitors, making such a strategy 
even less plausible for it. 
 
Apple’s and Google’s substantial share of mobile platforms makes it more likely that as the owners of 
additional SEPs they could hold up rivals, thus harming competition and innovation.  For example, 
Apple would likely benefit significantly through increased sales of its devices if it could exclude Android
-based phones from the market or raise the costs of such phones through IP-licenses or patent 
litigation.  Google could similarly benefit by raising the costs of, or excluding, Apple devices because of 
the revenues it derives from Android-based devices. 
 
The specific transactions at issue, however, are not likely to substantially lessen competition.  The 
evidence shows that Motorola Mobility has had a long and aggressive history of seeking to capitalize on 
its intellectual property and has been engaged in extended disputes with Apple, Microsoft and others.  
As Google’s acquisition of Motorola Mobility is unlikely to materially alter that policy, the division 
concluded that transferring ownership of the patents would not substantially alter current market 
dynamics.  This conclusion is limited to the transfer of ownership rights and not the exercise of those 
transferred rights.
 
With respect to Apple/Novell, the division concluded that the acquisition of the patents from CPTN, 
formerly owned by Novell, is unlikely to harm competition.  While the patents Apple would acquire are 
important to the open source community and to Linux-based software in particular, the OIN, to which 
Novell belonged, requires its participating patent holders to offer a perpetual, royalty-free license for 
use in the “Linux-system.”  The division investigated whether the change in ownership would permit 
Apple to avoid OIN commitments and seek royalties from Linux users.  The division concluded it would 
not, a conclusion made easier by Apple’s commitment to honor Novell’s OIN licensing commitments. 
 
In its analysis of the transactions, the division took into account the fact that during the pendency of 
these investigations, Apple, Google and Microsoft each made public statements explaining their 
respective SEP licensing practices.  Both Apple and Microsoft made clear that they will not seek to 
prevent or exclude rivals’ products from the market in exercising their SEP rights.  
 
Apple outlined its view of F/RAND in a letter to the European Telecommunications Standards Institute 
(ETSI) on Nov. 11, 2011, stating among other things:
 
“A party who made a FRAND commitment to license its cellular standards essential patents or 
otherwise acquired assets/rights from a party who made the FRAND commitment must not 
seek injunctive relief on such patents.  Seeking an injunction would be a violation of the 
party’s commitment to FRAND licensing.” (emphasis supplied) 

 
Microsoft stated publicly on Feb. 8, 2012, among other things:

 
“This means that Microsoft will not seek an injunction or exclusion order against any firm on 
the basis of those essential patents.”
 
If adhered to in practice, these positions could significantly reduce the possibility of a hold up or use of 
an injunction as a threat to inhibit or preclude innovation and competition. 

 
Google’s commitments have been less clear.  In particular, Google has stated to the IEEE and others on 
Feb. 8, 2012, that its policy is to refrain from seeking injunctive relief for the infringement of SEPs 
against a counter-party, but apparently only for disputes involving future license revenues, and only if 
the counterparty:  forgoes certain defenses such as challenging the validity of the patent; pays the full 
disputed amount into escrow; and agrees to a reciprocal process regarding injunctions.  Google’s 
statement therefore does not directly provide the same assurance as the other companies’ statements 
concerning the exercise of its newly acquired patent rights.  Nonetheless, the division determined that 
the acquisition of the patents by Google did not substantially lessen competition, but how Google may 
exercise its patents in the future remains a significant concern.
 
For these reasons the division continues to have concerns about the potential inappropriate use of SEPs 
to disrupt competition and will continue to monitor the use of SEPs in the wireless device industry, 
particularly as they relate to smartphones and computer tablets.  The division’s continued monitoring 
of how competitors are exercising their patent rights will ensure that competition and innovation are 
unfettered in this important industry. 
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12-210 Antitrust

 
All three of the transactions highlight the complex intersection of intellectual property rights and 
antitrust law and the need to determine the correct balance between the rightful exercise of patent 
rights and a patent holder’s incentive and ability to harm competition through the anticompetitive use 
of those rights. 

 
Agency Cooperation
 
During the course of its investigation of the Google/Motorola Mobility transaction, the Department of 
Justice cooperated closely with the European Commission.  In addition, the Department of Justice had 
discussions with the Australian Competition and Consumer Commission, Canadian Competition 
Bureau, Israeli Antitrust Authority and the Korean Fair Trade Commission.  In connection with the 
investigations relating to the Nortel patent assets, the division worked closely with states of New York 
and California and with the Canadian Competition Bureau.  

 
The Antitrust Division’s Closing Statement Policy 

 
The division provides this statement under its policy of issuing statements concerning the closing of 
investigations in appropriate cases.  This statement is limited by the division’s obligation to protect the 
confidentiality of certain information obtained in its investigations.  As in most of its investigations, the 
division’s evaluation has been highly fact-specific, and many of the relevant underlying facts are not 
public.  Consequently, readers should not draw overly broad conclusions regarding how the division is 
likely in the future to analyze other collaborations or activities, or transactions involving particular 
firms. Enforcement decisions are made on a case-by-case basis, and the analysis and conclusions 
discussed in this statement do not bind the division in any future enforcement actions.  Guidance on 
the division’s policy regarding closing statements is available at: 
www.usdoj.gov/atr/public/guidelines/201888.htm.
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CNET News

Why the Ford-Toyota hybrid tie-
up is a big deal
Hybrids are moving from a niche for eco-minded drivers toward a 
mainstream solution for boosting fuel economy across all classes of 
vehicles.
by Martin LaMonica | August 22, 2011 12:09 PM PDT 

 

A development partnership between Ford and Toyota will bring hybrid powertrains to rear-wheel-drive light 
trucks and SUVs. Pictured here is Ford's F-150. 

(Credit: Ford) 

commentary Hybrids are officially no longer just for the eco-minded do-gooders. 

Ford and Toyota today announced a surprise agreement to co-develop a hybrid 
powertrain for rear-wheel-drive light trucks and SUVs 
[http://www.cnet.com/8301-11128_3-20095417-54/ford-and-toyota-team-
on-hybrids-for-trucks-suvs/] in an effort to share development costs. 
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The collaboration means that there will be far more people than just Prius drivers who 
can boast the superior mileage of hybrids. Now people more concerned with 
horsepower and towing torque will be introduced to a technology once pigeonholed as 
way to show off drivers' environmental bona fides. Common sense, it seems, has finally 
found its way to SUV and truck makers. 

Since both companies already have front-wheel-drive hybrid systems, this new 
architecture, expected later this decade, fills a hole in their technology platforms. But 
for consumers and the rest of the auto industry, the announcement is a clear 
endorsement of hybrid technology. Combined with other fuel-saving tricks, hybrids are 
poised to spread beyond niche status and bring better fuel economy to a broader range 
of vehicles. 

"This is the kind of collaborative effort that is required to address the big global 
challenges of energy independence and environmental sustainability," Ford CEO Alan 
Mulally said in a statement [http://www.marketwatch.com/story/ford-toyota
-to-collaborate-on-developing-new-hybrid-system-for-light-trucks-suvs-
future-telematics-standards-2011-08-22?reflink=MW_news_stmp ] . 

Altruism is nice, but this is also about smart business. Ford and Toyota will continue to 
make their own vehicles. They'll compete truck for truck, just as you may expect. But 
this deal is about sharing resources, raising the bar for hybrid development, and getting 
it done as quickly as possible. 

A chance meeting between Mulally and Toyota chief Akio Toyoda in an airport helped 
spark discussions but formal talks began in April, according to reports 
[http://www.detnews.com/article/20110822/AUTO01/108220379/1148/Ford
--Toyota-to-collaborate-on-hybrid-trucks-to-better-hit-fuel-economy-
goals ] . During a press conference today, Toyota said that U.S. buyers don't appear to 
be willing to give up their large vehicles, which drove the companies to work together 
on hybrids for SUVs and light trucks. 

"Our collaboration with Ford is a move to make hybrid technology more widely 
available in sport-utility vehicles and in trucks. Those kinds of models are indispensable 
to American customers. And providing them with our hybrid technology will help 
conserve energy and reduce output of greenhouse gas here in the United States," said 
Toyota Executive Vice President Takeshi Uchiyamada 
[http://pressroom.toyota.com/releases/remarks+ford+toyota+uchiyamada.ht

Plug-ins versus hybrids  
The question of which technologies offer the best route to improved fuel efficiency has 
taken on new urgency in the wake of more stringent EPA fuel economy standards 
[http://www.cnet.com/8301-11128_3-20085443-54/technologies-that-will-
get-automakers-to-54.5-mpg/] announced last month. 
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Electric cars [http://reviews.cnet.com/car-tech/] and plug-in hybrids benefit 
from plenty of buzz, but experts say that automakers can meet those ambitious goals 
mainly by engine improvements and hybrids. There still is a role for all-electric vehicles 
and plug-in hybrids, which are the same as traditional hybrids but have a larger battery. 
In the next year, both Ford and Toyota plan to introduce all-electric vehicles, such as 
the electric Ford Focus and electric RAV4 SUV, as well as plug-in hybrids. 

Plug-in vehicles will appeal to consumers who want to cut down their oil consumption, 
lower their daily driving costs, and have the most environmentally friendly car possible. 
Fleet operators are also natural buyers of plug-in vehicles since they have well-
understood driving routes and will highly value lower operating expenses from cheaper 
fuel (electricity). 

But hybrids mitigate the big downside of plug-ins: battery costs. A lithium ion battery 
pack for a sedan with a range of about 100 miles costs in the neighborhood of $10,000. 
Those costs will come down with better technology and manufacturing scale, but there's 
no clear technical breakthrough which will make EVs undercut fuel-efficient gas cars on 
purchase price alone. 

Traditional hybrids also add costs, but Ford and Toyota's announcement today 
demonstrates their belief the additional costs will deliver significant benefits in fuel 
savings. Combined, the two auto companies have already solid millions of hybrids over 
the past decade, so the technology is mature and relatively familiar to consumers. 

And when it comes to electrification, a little bit goes a long way. In addition to 
traditional hybrids, automakers are making so-called microhybrids where a small 
energy device will run a car's electronics when it's idle. That battery also helps during 
acceleration and recuperates energy from braking. 

There are still questions over the environmental benefits of plug-in electric vehicles, 
too. If the source for electricity is from coal, the greenhouse gas profile of a plug-in 
hybrid, when measured over the entire lifecycle, is about the same as a hybrid 
[http://www.cnet.com/8301-11128_3-20028465-54.html] , according to a 
report done by the Electric Power Research Institute. 

In the end, automakers will be pragmatic and use every tool available to them and not 
count on one way to do it. 

"We will continue to improve the internal combustion engine, take weight out of 
vehicles, and work on aerodynamics--all that work is still going," said Ford 
representative Alan Hall. "This is where we need to take light trucks in order to meet 
customer expectations." 

And in a few years, those customers will get to have their trucks without the pain they 
experience today at the gas pump. Thankfully, automakers have agreed that better fuel 
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efficiency is an industry-wide priority and hybrid technology is one available means for 
getting there. 

[http://www.cnet.com/profile/mlamonica/] 

Martin LaMonica [http://www.cnet.com/profile/mlamonica/] 

Martin LaMonica is a senior writer covering green tech and cutting-edge technologies. 
He joined CNET in 2002 to cover enterprise IT and Web development and was 
previously executive editor of IT publication InfoWorld.

 [http://plus.google.com/118285386754289671450/] 
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@CBS Interactive. All rights reserved. 
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Why file a notification?
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What types of notifications are there?

What are the requirements for an original notification?•

What are the requirements for a supplemental notification?•

Where are notifications filed? 

For more information, contact the Premerger Notification Unit at 202-514-2558.

What is the NCRPA?
The National Cooperative Research and Production Act of 1993 (“NCRPA” or 

“Act”), 15 U.S.C. §§ 4301-06, is designed to promote innovation, facilitate trade, 

and strengthen the competitiveness of the United States in world markets by:

Clarifying the applicability of the rule of reason standard to the antitrust 

analysis of joint ventures and standards development organizations (or “SDOs”) 

while engaged in a standards development activity.

•

Providing for the possible recovery of attorneys fees by joint ventures and SDOs 

that are prevailing parties in damage actions brought against them under the 

antitrust laws.

•

Providing to parties to joint ventures and to SDOs the opportunity to limit any 

possible monetary damages that might be sought from them in actions brought 

under the antitrust laws to actual—as opposed to treble—damages.

•

Why file a notification?
While the application of the rule of reason and attorneys’ fee provisions to joint 

venture and SDO activity is automatic under the Act, the limitation of possible 
antitrust damage exposure to actual damages occurs only after a 
venture or SDO files a notification with the Antitrust Division of the 

Department of Justice (or the “Division”) and the Federal Trade Commission (or 

“FTC”) and the Division subsequently publishes a notice concerning the joint 

venture or SDO in the Federal Register.

Through the process of providing notifications under the NCRPA, joint ventures 

and SDOs inform the antitrust enforcement agencies and, through the publication 

(by the Division) of notices in the Federal Register, the public of their membership 

and activities, and any changes thereto.

What entities are eligible to file a notification?
Two types of entities are entitled to file notifications under the NCRPA:

Joint ventures•

Standards development organizations•

Joint Ventures

Joint ventures that are engaged in the following activities may file notifications 

under the Act:

Research and Development (“R&D”) 

A joint venture engaging in any activities for any one or more of the following 

purposes:

•

Theoretical analysis, experimentation, or systematic study of phenomena or 

observable facts

◦

Development or testing of basic engineering techniques◦
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Extension of investigative findings or theory of a scientific or technical 

nature into practical application for experimental and demonstration 

purposes, including the experimental production and testing of models, 

prototypes, equipment, materials, and processes

◦

Testing in connection with the production of a product, process, or service by 

such venture

◦

Collection, exchange, and analysis of research or production information◦

Production 

A joint venture engaging in any activities for any one or more of the following 

purposes:

•

The production of a product, process, or service◦

Testing in connection with the production of a product, process, or service by 

such venture

◦

The collection, exchange, and analysis of research or production information.◦

However, a joint venture for production is not eligible to file a notification unless 

both of the following conditions are met:

The principal facilities for such production are located in the United States or its 

territories.

•

Each person who controls any party to such venture (including such party itself) 

is a United States person or a foreign person from a country whose law accords 

antitrust treatment no less favorable to United States persons than to such 

country’s domestic persons with respect to participation in joint ventures for 

production.

•

Standards Development Organizations

Standards development organizations may file notifications under the Act. For 

purposes of the Act, a SDO is a domestic or international organization that plans, 

develops, establishes or coordinates voluntary consensus standards using 

procedures that incorporate the attributes of openness, balance of interests, due 

process, an appeals process, and consensus in a manner consistent with the Office 

of Management and Budget Circular Number A-119, as revised February 10, 1998. 

A standards development organization does not include the parties participating in 

the standards development organization.

What types of notifications are there?
There are two types of NCRPA notifications:

Original notifications  

An original notification is made upon the formation of the joint venture or SDO.

•

Supplemental notifications 

A supplemental notification is made when the activities of the joint venture or 

SDO change and, in the case of a joint venture, when its membership changes.

•

The information that must be included in a notification to the Division and the FTC 

differs somewhat in original and supplemental notifications. There are also 

differences in the information that must be provided by joint ventures for research 

and development, joint ventures for production, and standards development 

organizations. All information supplied to the enforcement agencies as part of an 

NCRPA notification is protected from disclosure; only the information published 

by the Division in the Federal Register becomes public.

What are the requirements for an original 
notification?
There are three components for every notification under the NCRPA. All three 

components apply to the three types of entities that may file: R&D joint ventures, 

production joint ventures and SDOs. Three copies of each of these items must be 

included in the filing—one copy must be sent to the FTC and two copies must be 

sent to the Division.

Original notifications by joint ventures must be submitted to the Division and FTC 

not later than 90 days after entering into a written agreement to form a joint 

venture for R&D or for production, and for SDOs not later than 90 days after 

commencing a standards development activity engaged in for the purpose of 

developing or promulgating voluntary consensus standards.

The three components of an original NCRPA notification are:

Information Concerning the Identity and Activities of the Joint 
Venture or SDO

•

R&D Joint Ventures: Provide a letter that states the name of the venture, 

identifies the names and addresses of the parties to the venture, and describes 
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the nature and objectives of the venture. The notification may contain any 

additional information or documentation that the venture wishes to provide 

with respect to its nature and objectives.

Production Joint Ventures: Provide a letter that states the name of the 

venture, clearly identifies the venture as a joint venture for production, discloses 

the identity, address and nationality of any person who is a party to the venture 

or who controls any party to the venture whether separately or with one or more 

other person, identifies the location of the venture’s principal production 

facilities, and describes the nature and objectives of the venture. The 

notification may contain any additional information or documentation that the 

venture wishes to provide with respect to its nature and objectives.

Standards Development Organizations: Provide a letter that states the 

name and principal place of business of the SDO and that describes the nature 

of the SDO’s activities, and further provide documents showing the nature and 

scope of the SDO’s standards development activities.

Draft Federal Register Notice•

All original NCRPA notifications should include a draft Federal Register notice.

Joint Ventures: The notice must include the name of the venture, the 

identities of the parties, and a general description of the area of planned activity 

of the venture.

Standards Development Organizations: The notice must identify the 

standards development organization and contain a general description of the 

standards development activities in which the SDO is engaged.

Exemplars: Original Federal Register Notices 

Bold text indicates information to be provided by the joint venture or SDO.

For an R&D joint venture◦

For a production joint venture◦

For an SDO◦

Identification of Person or Persons with Authority to Approve the 
Federal Register Notice

•

Prior to publication by the Division of a Federal Register notice, the notice must 

be approved by the notifying joint venture or SDO. Consequently, the 

notification should provide the name and contact information of the person or 

persons authorized by the joint venture or SDO to approve the Division’s 

proposed Federal Register notice.

Following the receipt of a proper notification, the Division will publish a notice in 

the Federal Register that identifies the parties to, and the activities of, the joint 

venture or SDO. Notifications may be withdrawn at any time before publication of 

a notice in the Federal Register; however, a joint venture or SDO does not receive 

the liability-limiting protections of the Act if its notification is withdrawn.

You may view published notices on the Federal Register website.

What are the requirements for a supplemental 
notification?
In order for joint ventures and SDOs that have filed original notifications to 

continue receiving the detrebling protections of the Act, such ventures and 

organizations must file supplemental notifications when changes occur after the 

initial filing.

Joint ventures: Supplemental notifications must be filed disclosing changes in 

membership or changes in the nature and/or objectives of the venture.

Standards Development Organizations: Supplemental notifications must be 

filed if there is an addition to or change in the standards setting activities 

performed by the SDO that were disclosed in the original notification.

Exemplars: Supplemental Federal Register Notices 

Bold text indicates information to be provided by the joint venture or SDO.

For an R&D joint venture•

For a production joint venture•

For an SDO•

The same process applies to making a supplemental notification as is required 

when making the original notification. Two copies of the notification are sent to the 

Division and one copy to the FTC. The notification should provide information, 

and in the case of an SDO documentation, concerning the changes for which the 
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supplemental notification is being made, a draft Federal Register notice reflecting 

those changes, and the name and contact information of the person or persons 

authorized to approve the publication of the Federal Register notice.

It is not necessary to provide or restate information provided in an earlier 

notification. For example, if a supplemental notification is being filed because of a 

change of membership in a joint venture, it is not necessary to enumerate all 

current members in the notification, identifying the parties who have been added 

and those who have been dropped will suffice.

Supplemental notifications must be filed within 90 days of the occurrence of the 

change requiring the notification.

Where are notifications filed?
Original and supplemental NCRPA notifications should be delivered to the 

following locations:

U.S. Department of Justice (2 copies): 

Antitrust Division 

Premerger Notification Unit 

950 Pennsylvania Ave., N.W., Room 3335 

Washington, DC 20530 

(For overnight delivery, use ZIP Code 20004.) 

Phone: 202-514-2558

Federal Trade Commission (1 copy): 

Office of Policy and Evaluation 

Federal Trade Commission 

6th and Pennsylvania Ave., N.W., Room 392 

Washington, DC 20580
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1How can the U.S. dig itself out of the current job 

drought? Government policy can temporarily boost 

employment. The ultimate answer, though, is inno-

vation: The creation of new goods and services 

that spur the growth of new industries capable of 

employing tens or hundreds of thousands of  

workers.1 

Nothing illustrates the job-creating power of 

innovation better than the App Economy. The 

incredibly rapid rise of smartphones, tablets, and 

social media, and the applications—“apps”—that 

run on them, is perhaps the biggest economic and 

technological phenomenon today. Almost a million 

apps have been created for the iPhone, iPad and 

Android alone, greatly augmenting the usefulness 

of mobile devices. Want to play games, track your 

workouts, write music? There are a plethora of 

apps to choose from, many of them free. 

On an economic level, each app represents jobs—

for programmers, for user interface designers, for 

marketers, for managers, for support staff. But 

how many? Conventional employment numbers 

from the Bureau of Labor Statistics are not able to 

track such a new phenomenon. So in this paper we 

analyze detailed information from The Conference 

Board Help-Wanted OnLine® (HWOL) database,2 

a comprehensive and up-to-the-minute compilation 

of want ads, to estimate the number of jobs in the 

App Economy. 

This analysis—conducted for TechNet by Dr. 

Michael Mandel of South Mountain Econom-

ics, LLC—shows that the App Economy now is 

responsible for roughly 466,000 jobs in the United 

States, up from zero in 2007 when the iPhone 

was introduced. This total includes jobs at ‘pure’ 

app firms such as Zynga, a San Francisco-based 

maker of Facebook game apps that went public in 

December 2011. App Economy employment also 

includes app-related jobs at large companies such 

as Electronic Arts, Amazon, and AT&T, as well 

as app ‘infrastructure’ jobs at core firms such as 

Google, Apple, and Facebook. In additional, the 

App Economy total includes employment spillovers 

to the rest of the economy. 

Moreover, we find that App Economy jobs are 

spread around the country. The top metro area 

EXECUTIVE SUMMARY
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‘App’, in the sense that we mean it today, did not 

exist before the iPhone was introduced in 2007. 

Apps are relatively lightweight programs, specifi-

cally designed to run on mobile platforms such as 

the iPhone and Android phones. In the past couple 

of years, the term ‘app’ has been extended to 

Facebook applications as well. In the prospectus 

for its initial public offering, Zynga described the 

App Economy in this way: 

In order to provide users with a wider range of 

engaging experiences, social networks and mobile 

operating systems have opened their platforms to 

developers, transforming the creation, distribution 

and consumption of digital content. We refer to this 

as the “App Economy.” In the App Economy, devel-

opers can create applications accessing unique 

features of the platforms, distribute applications 

digitally to a broad audience and regularly update 

existing applications”3 

The term ‘App Economy’ started coming into use 

in early 2009, and was popularized by a prescient 

November 2009 BusinessWeek cover story.4 

The combination of ease of development and ease 

of delivery makes possible a stunning variety of 

apps. To just give some examples: You can take 

verbal notes; make your voice sound like a robot; 

schedule plane flights; play a baseball simulation; 

have customized news delivered to your device; 

create a digitized voodoo doll; and edit Microsoft 

Word documents.

But the App Economy is much more than a better 

delivery channel for software. From the economic 

perspective, we can think of the App Economy as 

a collection of interlocking innovative ecosystems. 

Each ecosystem consists of a core company, 

which creates and maintains a platform and an 

app marketplace, plus small and large companies 

that produce apps and/or mobile devices for that 

for App Economy jobs, according to our research, 

is New York City and its surrounding suburban 

counties, although San Francisco and San Jose 

together substantially exceed New York. And while 

California tops the list of App Economy states, 

states such as Georgia, Florida, and Illinois get 

their share as well. In fact, more than two-thirds of 

App Economy employment is outside of California 

and New York. Our results also suggest that the 

App Economy is still growing at a rapid clip, which 

shouldn’t be a surprise to anyone.

It must be noted, of course, that the App Economy 

is only four years old and extremely fluid. Both the 

location and number of app-related jobs are likely 

to shift greatly. It should also be noted that the fig-

ures presented in this paper are estimates, based 

on innovative techniques developed for this project. 

Finally, these may represent “jobs not lost” rather 

than net jobs gained.

Yet the basic principle holds. Innovation creates 

jobs, and in this case, lots of them.

BACKGROUND
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The App Economy lends itself to several types of 

metrics. For example, it’s relatively easy to count 

the number of apps in a particular app store, how 

many different developers, and even how many 

times apps have been downloaded. For example, 

the Apple App store had 529,550 active apps as 

of December 12, 2011, according to 148apps.biz, 

uploaded by 124,475 active publishers.5 

Another important metric is revenue. By one  

estimate, the App Economy generated almost  

$20 billion in revenue in 2011.6 This includes app 

downloads, in-app revenues, sales of virtual goods, 

and sales of physical goods and services. 

Sizing the number of jobs generated by the App 

Economy is much more difficult, however. Any par-

ticular app could be created by a single teenager 

programmer, or by a large team at a big company. 

The process of updating and maintaining popular 

apps can be a hidden but a labor-intensive process. 

Finally, the construction and maintenance of the 

app infrastructure creates jobs as well. 

One study of app-related jobs focused only on 

Facebook.7 Three academics estimated the number 

of jobs created by Facebook apps using data on 

number of downloads and number of developers. 

They estimated that “the number of employees 

employed by third party developers [of Facebook 

apps] to be 53,434.” Then they calculated a range 

of spillover effects into the national economy, lead-

ing them to conclude that “a conservative estimate 

of the employment impact of developers building 

apps on the Facebook Platform in the United 

States in 2011 is 182,744 full time jobs.” 

platform. Businesses can belong to multiple eco-

systems and usually do. 

The key platforms in the App Economy today are

• Android, anchored by Google;

• Apple iOS, anchored by Apple;

• Blackberry, anchored by RIM;

• Facebook, anchored by Facebook;

• Windows Phone and Windows Mobile, 

anchored by Microsoft

Every major consumer-facing company, and many 

business-facing companies, has discovered that 

they need an app to be the public face of the busi-

ness. In some sense, that makes the App Economy 

the construction sector of the 21st century, building 

a new front door to everyone’s house and in some 

cases constructing a whole new house. 

SIZING THE APP ECONOMY
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This paper takes a different, more general 

approach to estimating the number of jobs in the 

App Economy. We want to understand the whole 

labor market built up around apps—not just at the 

third party developers, but at the core firms as well. 

And we want a methodology that cuts across all 

the different ecosystems. 

If the App Economy was more mature, we might be 

able to use the data that comes from the govern-

ment statisticians at the Bureau of Labor Statistics. 

With a few years lag, the government updates 

its industry categories to reflect changes in the 

economy. For example, there is now a relatively 

new industry category labeled “Internet publishing 

and broadcasting and web search,” which includes 

companies such as Google, Yahoo, and Facebook. 

However, the App Economy is far too new to 

show up in the government statistics. Instead, we 

use The Conference Board HWOL database, a 

compilation of online help-wanted ads that reflects 

“the full universe of all online advertised vacancies 

which are posted directly on internet job boards or 

through newspaper online ads.”8 

This database has many advantages for a detailed 

look at new industries. It’s updated daily to reflect 

new ads, so it’s completely up to date. The ads are 

categorized by occupational category that matches 

the BLS occupational categories, so the number 

of want ads can be compared to BLS occupational 

data. The database includes information on location 

and employers. 

And perhaps most important, the database includes 

access to the full text of the ads, which allows key-

word searches. This enables us to clearly identify 

those want ads that belong to the App Economy, 

with the right set of keywords. 

Our procedure for estimating the number of App 

Economy jobs has several steps (see Table 1). 

1. We identified a set of keywords that  

characterize want ads for App Economy 

computer and mathematical occupations, 

which for convenience we will call ‘tech jobs’;

2. We used historical relationships to estimate 

the ratio between the number of want ads 

for tech occupations and the actual level of 

tech employment; 

3. We examined a sample of third-party app 

developers to estimate the ratio of tech jobs 

to non-tech jobs in the App Economy; 

4. We drew from the literature to derive a 

conservative estimate of the spillover effects 

to the broader economy; 

5. We used the location data in The Confer-

ence Board database to estimate App 

Economy jobs by metro area and by state. 

METHODOLOGY
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Table 1: Methodology Summary
Non-duplicated help-wanted ads for app 

economy jobs

Want-ad to employment ratio 

Tech employment to total employment ratio

Job creation multiplier 

Using The Conference Board Help-Wanted Online 

database, we identified want ads for computer and math-

ematical occupations containing one of the following key 

words or phrases: Android, app, Blackberry, “Facebook 

API”, iOS, iPhone, “Windows Mobile,” “Windows Phone”. 

We calculate the ratio between the number of want 

ads and the level of employment for app economy jobs, 

using 4 years of monthly data for computer and math-

ematical occupations from The Conference Board and 

from the BLS.

We calculate the ratio between the number of tech jobs 

and total jobs in an App Economy company, using The 

Conference Board data on want ads for a sample of 

pure app economy companies. 

We estimate the total number of jobs created given the 

spillover effects of app economy jobs, based on our 

judgmental assessment of research on job multipliers.
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The first step was to choose a set of key words and 

phrases that would give us a fair representation of 

tech jobs in the App Economy.9 The key words and 

phrases we chose were:

• Android 

• App

• Blackberry

• iOS

• iPhone

• “Facebook API”

• “Windows Mobile”

• “Windows Phone”

We identified all want ads for tech jobs—computer 

and mathematical occupations—which appeared 

online in the 90 days ending December 31, 2011, 

and contained at least one of these key words and 

phrases. In other words, this filter would capture an 

ad for a software engineer with iOS experience, or 

with knowledge of the Facebook API. 

In order to verify that this filter was identifying the 

right want ads, we examined a sample of identified 

ads, and compared them to ads being run by well-

known third party developers. For example, an ad 

by one App developer looking for an iOS develop-

ment engineer and requiring “1– 2+ years of iOS 

development experience” clearly was appropriate. 

Over the 90-day period ending December 31, 

2011, we identified roughly 44,400 non-duplicated 

ads for computer and mathematical occupations, 

and containing one or more of the above keywords. 

These are ads for U.S. jobs. By comparison, there 

were 952,000 want ads for all computer and math-

ematical occupations over the same period. As a 

result, App Economy want ads made up 4.7% of 

the tech job total.10 

Now we need to establish a ratio between actual 

employment and want ads. Obviously this ratio 

varies depending on whether companies are hiring 

or not. It will also vary across occupations, since 

hiring practices are different depending on the type 

of job. For example, companies are more likely to 

run want ads for computer programmers than for 

managers, relative to the total level of employment. 

However, an examination of the past four years of 

data of want ads for computer and mathematical 

occupations, in particular, suggests that tech jobs 

and tech want ads tend to move together, except 

for anomalous periods such as 2009, at the bottom 

of the downturn. In particular, roughly 3.5 million 

workers were employed in tech jobs (computer and 

mathematical occupations) in the fourth quarter 

of 2011, a period which also saw roughly 1 million 

tech want ads. That suggests a ratio of roughly 

3.5 tech jobs for each tech want ad (90-day 

unduplicated). 

We derived this 3.5 ratio for the broad category 

of computer and mathematical occupations (tech 

jobs). The major assumption of this paper is that 

the same ratio holds for tech jobs and tech want 

ads in the App Economy.11 

RESULTS
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Based on this ratio, our analysis suggests that 

there were 155,000 tech jobs in the App Economy 

as of December 2011. This number would include 

developer and tech support jobs at both dedicated 

app developers and at large companies who create 

apps for them or for others. 

The next step is to calculate the ratio of non-tech 

jobs to tech jobs at App Economy enterprises. 

Obviously new startups in the tech area are 

weighted very heavily towards tech jobs—computer 

software engineers, developers and the like. But 

as companies grow, they add human resources, 

sales, marketing, and all sorts of other non-tech 

function. A careful examination of want ads placed 

by mid-size app developers suggests that a 1 to 1 

ratio between tech jobs and non-tech jobs is not 

unreasonable. 

That assumption implies that there are roughly 

311,000 jobs in App Economy firms, not account-

ing for spillover effects into the rest of the economy 

(see Table 2). These include tech jobs, which 

require app-related skills, and the corresponding 

non-tech jobs. 

Is 311,000 a big number or a small number? Figure 

1 compares the App Economy employment (not 

including spillovers) with employment in several key 

tech industries. We see that App Economy employ-

ment is slightly larger than the number of jobs in 

the software publishing industry, at least as report-

ed by the BLS. That makes the App Economy a 

significant force. (Remember that App Economy 

jobs are embedded within these industries, and are 

not a separate industry themselves). 

There’s a very long history of economic studies 

calculating the job market impact of various activi-

ties, from Wall Street to real estate to exports to 

broadband. Within the context of these studies, it’s 

traditional to use a multiplier to estimate the com-

bination of the direct and indirect job creation, such 

as the number of restaurant jobs created in New 

York by each investment banker job. 

While the general principle of a multiplier is obvi-

ous, there’s a lot of dispute about how big it should 

be. The Facebook job study mentioned above, for 

example, assumed that the multiplier should lie 

between 2.4 and 3.4, based on past studies of the 

job impact of broadband (it’s also traditional to use 

previous estimates of the multiplier, no matter how 

outrageous they are.)

For the purpose of this study, we use a conserva-

tive multiplier of 1.5. Based on this multiplier, every 

app economy job generates another 0.5 jobs in  

the rest of the economy. This may be unduly con-

servative, but it suggests that in the aggregate, 

roughly 466,000 jobs have been created by the 

App Economy since the iPhone was introduced  

in 2007. 

SPILLOVERS



8Table 2: Estimating the Size of the App Economy, 
December 2011*
SOURCE NUMBER (thousands)

Non-duplicated help-wanted ads for app economy jobs  

(computer and mathematical occupations only) 

Want-ad to employment ratio for computer and  

mathematical occupations 

Estimated computer and mathematical employment  

in App Economy 

Tech to total employment ratio

Total jobs in App Economy 

 

Multiplier for job creation outside the app companies

Total economic impact 

44.4

x 3.5

=155.4

x 2

=310.8

x 1.5

=466.1

*90 days ending December 31, 2011. Numbers may be rounded. 
Data: The Conference Board, South Mountain Economics LLC.
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Custom computer programming

App economy*

Software publishers

Wireless telecom carriers

Electronic shopping

Internet publishing and web search portals

*App economy employment, not including spillovers. Based on 90 days ending December 31, 2011. Industry employment 
as of November 2011. App economy jobs are distributed across all industries. Data: The Conference Board, BLS

Figure 1: Sizing the App Economy
(jobs, thousands)
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People think of the App Economy as being 

centered in Silicon Valley, because that’s the head-

quarters of the core firms—Apple, Google, and 

Facebook. What’s more, the most visible pure app 

company, Zynga, is located in San Francisco. 

But judging by the location of want ads, the App 

Economy is widely distributed around the country. 

Table 3 shows the top 10 metro regions for distri-

bution of App Economy jobs across metro areas, 

with the New York metro area accounting for 9.2% 

of the total, followed closely by San Francisco and 

San Jose metro areas. 

Probably one reason for New York’s prominence 

is the concentration of media, advertising, and 

finance in the region. These are all sectors where 

major companies have been virtually forced to 

create apps or be left behind. Indeed, the App 

Economy may be playing a key role in keeping the 

New York City economy afloat during the downturn. 

Not surprisingly, App Economy employment in San 

Francisco and San Jose together exceeds New 

York’s total. Other non-NY and non-Silicon Valley 

metro areas on the top ten list include Seattle, Los 

Angeles, Washington DC, Chicago, and Boston. 

These are all areas where the App Economy pres-

ence is significant. 

We can do the same analysis on a state level, as 

shown in Table 4. App Economy jobs are concen-

trated in California, which has almost one-quarter 

of the total. The next four states are New York, 

Washington, Texas, and surprisingly, New Jersey. 

GEOGRAPHIC DISTRIBUTION
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Table 3: Location of App Economy Jobs by Metro Area
 PERCENTAGE OF APP ECONOMY JOBS,
MSA DECEMBER 2011*

New York-Northern New Jersey-Long Island

San Francisco-Oakland-Fremont 

San Jose-Sunnyvale-Santa Clara 

Seattle-Tacoma-Bellevue  

Los Angeles-Long Beach-Santa Ana 

Washington-Arlington-Alexandria 

Chicago-Naperville-Joliet  

Boston-Cambridge-Quincy  

Atlanta-Sandy Springs-Marietta 

Dallas-Fort Worth-Arlington  

San Diego-Carlsbad-San Marcos 

Philadelphia-Camden-Wilmington 

Portland-Vancouver-Beaverton 

Minneapolis-St. Paul-Bloomington 

Denver-Aurora   

Detroit-Warren-Livonia  

Phoenix-Mesa-Scottsdale  

Austin-Round Rock   

Baltimore-Towson   

Miami-Fort Lauderdale-Miami Beach 

Houston-Sugar Land-Baytown  

9.2%

8.5%

6.3%

5.7%

5.1%

4.8%

3.5%

3.5%

3.3%

2.6%

2.3%

1.9%

1.8%

1.6%

1.3%

1.1%

1.1%

1.1%

0.9%

0.9%

0.8%

*Based on 90 days of unduplicated want ads, ending December 31, 2011.
Data: The Conference Board, South Mountain Economics LLC
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Table 4: Top Ten States for App Economy Jobs
 PERCENTAGE OF
STATE APP ECONOMY JOBS

California

New York

Washington

Texas

New Jersey

Illinois

Massachusetts

Georgia

Virginia

Florida

23.8%

6.9%

6.4%

5.4%

4.2%

4.0%

3.9%

3.7%

3.5%

3.1%

Data: The Conference Board, South Mountain Economics LLC.
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We have taken a snap shot of the App Economy, 

using The Conference Board HWOL database as 

our illumination. According to our analysis, the App 

Economy has created roughly 466,000 jobs since 

the iPhone was introduced in 2007. 

How big can the App Economy get? That depends 

in many ways on the future of wireless and social 

networks. If wireless and social network platforms 

continue to grow, then we can expect the App 

Economy to grow along with them. 

Has App Economy employment topped out, or can 

we expect it to grow further? To get an idea of the 

labor market trends in the App Economy, we look 

at the number of want ads for computer and math-

ematical occupations that use the word ‘app’. That 

won’t be a completely accurate measure—since 

some ads use the word ‘app’ simply as an abbre-

viation for any software application—but it does 

give a good idea of growth. 

In Figure 2 we see that the growth in the App 

Economy has followed the classic S-shape. The 

figure shows a slight dip in early 2009, reflecting 

the deep overall recession. That was followed by 

a dramatic acceleration in 2009, 2010 and early 

2011, and then a relative slowing of growth.

However, the key word here is ‘relative’. In the year 

ending December 2011, the average number of 

tech want ads containing the word ‘app’ was still 

45% higher than the previous year. That’s rapid 

expansion by anyone’s standards. 

FUTURE GROWTH AND CONCLUSIONS

GROWTH



14

December 2008

June 2009

December 2009

January 2010
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Help-wanted ads for computer and mathematical occupations that contain the word ‘app’; 12-month moving average
Data: The Conference Board

Figure 2: Growth of the App Economy
(December 2008=1)
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ENDNOTES
1 See, for example, the July 2010 paper from the Progressive Policy Institute: “The Coming Communications Boom? Jobs, 

Innovation and Countercyclical Regulatory Policy”. 

2 We thank June Shelp and The Conference Board for use of their well-organized Help Wanted OnLine® (HWOL) 
database. The Conference Board bears no responsibility for the analysis in this report.

3 Zynga prospectus, filed 12/15/11

4 “Inside the App Economy,” BusinessWeek, November 2, 2009.

5 http://148apps.biz/app-store-metrics/

6 “How Big is the US App-Economy? Estimates and Forecasts 2011-2015” by Appnation and Rubinson Partners, Inc., 
November 2011

7 “The Facebook App Economy,” Il-Horn Hann, Siva Viswanathan and Byungwan Koh , University of Maryland,  
September 2011

8 The monthly public release can be found at http://www.conference-board.org/data/helpwantedonline.cfm

9 At this stage we are focused solely on tech jobs, which are computer and mathematical occupations. This category 
includes software and web developers; database and network administrators; computer support specialists; statisticians; 
and related technicians. We can identify non-tech App Economy want ads from The Conference Board database if we 
know the employer is a pure app company such as Zynga. More generally, however, an ad for a human resources job at 
an app developer cannot be distinguished from other HR jobs.

10 If we look at shorter periods, the number of non-duplicated want ads goes down, of course. For example, in the week 
ending December 15, there were 10585 non-duplicated want ads for App Economy tech jobs, roughly 4.1% of the total 
for all tech want ads for that week. 

11 When we look at individual app developers, this ratio seemed roughly correct.



FOR IMMEDIATE RELEASE                                          AT 
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      JUSTICE DEPARTMENT APPROVES PETROLEUM EXPLORATION AND 
        PRODUCTION JOINT RESEARCH AND DEVELOPMENT PROPOSAL 
 
 
       Amoco, Arco, Exxon, Mobil, Shell, Texaco, Texas A&M 
            University, Initial Members of Cooperative 
 
 
     WASHINGTON, D.C. -- The Department of Justice approved today 
a proposal by six major oil companies and a Texas university to 
form the Petroleum E&P Cooperative--a joint venture that would 
engage in research and development relating to oil exploration 
and production.   
 
     The Department's Antitrust Division said that the 
cooperative agreement did not appear to be designed to restrict 
price, output or research competition amongst its members, and 
that the joint venture may even have the procompetitive effect of 
promoting innovation. 
 
     The initial members of the cooperative are Amoco, Arco, 
Exxon, Mobil, Shell, Texaco and Texas A&M University.  Membership 
will be open to any oil exploration and production firm, other 
than oil field service firms.   
 
     Joel I. Klein, Acting Assistant Attorney General in charge 
of the Department's Antitrust Division stated that the formation 
of the joint venture in the manner proposed "would not create any 
risks to competition." 
 
     Klein also said that "to the extent that the cooperative in 
fact engages in research efforts that would not be undertaken by 
individual firms, the joint venture may have the procompetitive 
effect of promoting innovation." 
 
     Under the proposal, individual oil services firms will 
participate in specific research projects of the cooperative.  A 
unit of Texas A&M University will develop the cooperative's 
annual research plan, coordinate its implementation, furnish 
support staff for the research undertaken, and inform the federal 
antitrust authorities, under the National Cooperative Research 
and Development Act, of the cooperative's specific research 
projects and any changes in its membership. 
     All members will retain the right to engage in independent 
research and to retain any intellectual property rights derived 
from such independent research.  Members will continue to engage 
in independent research that far exceeds the scope of the 
cooperative, whose initial annual budget is expected to be less 
than $5 million. 
 
     According to the applicants, in 1996 there were at least 61 
entities pursuing petroleum exploration and production research, 
with total research budgets in excess of $1 billion.   
 
     The Department's position was stated in a business review 
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letter from Klein to counsel for the group. 
 
     Under the Department's Business Review Procedure, an 
organization may submit a proposed action to the Antitrust 
Division and receive a statement as to whether the Division will 
challenge the action under the antitrust laws. 
 
     A file containing the business review request and the 
Department's response may be examined in the Legal Procedure Unit 
of the Antitrust Division, Suite 215, Liberty Place, 325 7th 
Street, N.W., Department of Justice, Washington, D.C. 20004.  
After a 30-day period, the documents supporting the business 
review will be added to the file. 
                               ### 
97-166 
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AT&T Announces Integration of Wired 
and Wireless
By Matt Hamblen, Computerworld 

AT&T says that it has integrated wire-line and wireless services and devices to it midsize and 
large business customers. The announcement follows the merger with BellSouth and 
consolidation with Cingular Wireless more than three months ago.

The integration efforts will result in fewer headaches for 
customers who previously had to deal with two or more sales 
representatives and separate contracts for both wireless and 
wire-line services, said Bill Archer, senior vice president of 
product management at AT&T, in an interview.

The announcement demonstrates AT&T’s "intent to deliver a 
simple, seamless customer experience across customer 
service types," Archer said.

In a statement, AT&T also said that "customers may receive 
discounts on their wireless services" if they have combined 
wire-line and wireless business with AT&T. However, Archer 
said he could not generalize about the range of possible 
discounts.

"It depends on so many variables," he said.

Savings will also result for customers buying wireless and wire-line simply because more of the 
calls would be over a single AT&T network, avoiding the extra costs a customer pays for having 
to go "off-net" to another carrier, he noted.

AT&T also announced that wireless data access from a mobile laptop can now be carried over 
AT&T’s virtual private network (VPN). That access had previously only been possible via wire-line 
access. In addition, small businesses can now get wireless services from AT&T atop integrated 
local, long-distance and Digital Subscriber Line (DSL) services, Archer added.

For branch offices, a network remote-access routing device for as many as eight users, called 
AT&T Netgate, was announced. It will give a branch office DSL access to corporate VPNs, but it 
can also have wireless cellular as a backup method, Archer said. It works over a service called 
ANIRA, for AT&T Network IP Remote Access.

One analyst, Gene Signorini of Yankee Group Research in Boston, said AT&T’s announcement 
shows the carrier is accelerating efforts to provide services for customers for whom wireless is 
growing as a percentage of their overall communications spending.

Signorini added that big customers are still unlikely to have a single carrier provide all networking 
services. That's because no single carrier can offer everything needed and because a second 
carrier is a good idea in the event of a failure by the first. The Research In Motion BlackBerry 
outage is a good example of why companies need backup plans and backup providers, he said.
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"It’s good to have other options in case of failure, but still there’s an increasing need to integrate 
across wireless and wireline networks," Signorini said.

AT&T competitor Verizon Communications Inc. has made some strides towards coordinating 
wireless and wireless sales to customers , but single billing remains an issue, he said. Verizon 
Wireless is still jointly owned by Vodafone Group, he noted.

Sprint also has integrated capabilities, but not to the extent of AT&T, he noted.

Signorini said it remains to be seen how much of a discount AT&T will give customers that 
integrate wireless and wireline, but he said a typical large customer could get a discount when it 
reaches a set threshold of total minutes, use or dollars spent.

"It could be if you spend x dollars, you get x discount," he said.
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Innovation Calling

Sprint introduces Wholesale Mobile Integration

OVERLAND PARK, Kan., Sep 13, 2010 (BUSINESS WIRE) - Completed Wholesale Mobile Integration testing 

with Mitel unified communications solution Sprint's wholesale business unit today announced the availability of 

Wholesale Mobile Integration, the company's newest fixed mobile convergence service. Wholesale Mobile 

Integration enables Sprint's wholesale customers to deliver a converged solution to their business customers, 

integrating their wireline and wireless voice networks. 

This solution creates a simplified and seamless mobile unified communications experience for end users. 

Sprint has collaborated with BroadSoft to seamlessly bring together wireless and VoIP elements for service 

provider customers. In addition to BroadSoft, Sprint is working with other VoIP platform providers and has 

successfully completed testing with Mitel®, a leading provider of unified communications software solutions and 

services.

Demand for wireless connectivity continues to grow, with business subscribers expected to grow 7.1 percent 

over the next three years, outpacing consumer growth estimates of 2.3 percent.(1) Wholesale Mobile Integration 

responds to this demand by enabling carriers, cable operators and other communication service providers to 

deliver an integrated solution that leverages their existing VoIP platforms, creating a compelling wireless and 

wireline bundle.

Sprint's Wholesale Mobile Integration enables wholesale customers to extend their hosted or SIP trunked 

unified communications services to mobile devices. Many features, such as single-number calling to reach both 

an employee's desk or mobile phone; seamless call transfers between the two devices; and one integrated 

voice mail platform, have shown to improve employee productivity. The service offers efficient communication 

options and provides a consistent user experience, independent of an individual's location or communication 

device. It also extends a broad range of business desk phone features to a user's mobile device, including 

abbreviated (4-digit) extension dialing, call center applications, and selective call acceptance/rejection. 

"We are thrilled at the launch of Wholesale Mobile Integration, as this product delivers on our promise to 

integrate wireless and wireline and brings converged solutions to the marketplace," said Dan Dooley, president

-Sprint Wholesale. "Furthermore, our relationship with BroadSoft will help us deliver comprehensive business 

voice and enable robust mobile unified communications solutions to our customers."

By collaborating with BroadSoft, the leading global provider of application server technology that enables fixed-

line, mobile and cable service providers to deliver voice and multimedia services over their IP-based networks, 

Sprint will extend its reach to U.S.-based carriers that do not currently have wireless networks.

"By joining forces with Sprint Wholesale, our fixed-line carrier customers now have access to wireless assets 

that enable them to integrate mobile communication services into their expanding business services portfolios," 

said Scott Hoffpauir, chief technology officer for BroadSoft. "Sprint Wholesale Mobile Integration further 
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enhances BroadWorks Unified Communications -- a carrier-hosted communications solution that enables an 

organization's employees to stay connected anytime, virtually anywhere and using the communication method 

the individual prefers, whether voice, text messaging, video conferencing and calling, or web collaboration, and 

whether they are sitting at an office desk or if they are using a mobile device."

Learn more about Sprint Wholesale Mobile Integration at poweryourideas.com (http://www.poweryourideas.com) . 

(1) Source: IDC, 2009 

Sprint Wholesale provides customized wireless, M2M, wireline and VoIP services to hundreds of partners 

worldwide, which serve millions of wireless and VoIP customers. By reselling our leading-edge, world-class 

assets in white-label form, including an award-winning 3G network and the first wireless 4G network available 

from a national carrier, Sprint has become a preferred provider of wholesale telecommunications solutions for 

businesses around the world. Sprint Wholesale thrives on helping our partners bring their unique ideas to life. 

Visit poweryourideas.com (http://www.poweryourideas.com) to learn more. 

About Sprint Nextel 

Sprint Nextel offers a comprehensive range of wireless and wireline communications services bringing the 

freedom of mobility to consumers, businesses and government users. Sprint Nextel served more than 48.1 

million customers at the end of the second quarter of 2010 and is widely recognized for developing, 

engineering and deploying innovative technologies, including the first wireless 4G service from a national 

carrier in the United States; offering industry-leading mobile data services, leading prepaid brands including 

Virgin Mobile USA, Boost Mobile, Common Cents Mobile and Assurance Wireless; instant national and 

international push-to-talk capabilities; and a global Tier 1 Internet backbone. With its customer-focused 

strategy, you can learn more and visit Sprint at www.sprint.com (http://www.sprint.com) or 

www.facebook.com/sprint (http://www.facebook.com/sprint) and www.twitter.com/sprint (http://www.twitter.com/sprint) .

About BroadSoft

BroadSoft provides software that enables fixed-line, mobile and cable service providers to deliver voice and 

multimedia services over their IP-based networks. The Company's software, BroadWorks®, enables service 

providers to provide enterprises and consumers with a range of cloud-based, or hosted, IP multimedia 

communications, such as hosted IP private branch exchanges, video calling, unified communications, 

collaboration and converged mobile and fixed-line services.

About Mitel 

Mitel Networks is a global provider of business communications solutions and services, consisting of unified 

communications and collaboration software applications, IP telephony platforms, mobility applications and 

managed and network services. Mitel enables businesses of all sizes to move beyond basic fixed telephony 

tools toward integrated multi-media collaboration solutions, accessible from anywhere, helping to improve 

performance, gain competitive advantage, and reduce costs. Mitel's global headquarters are in Ottawa, 

Canada, US headquarters are in Chandler, Arizona and EMEA headquarters are in Caldicot, UK, with offices, 

partners, and resellers worldwide. Visit http://www.mitel.com (http://www.mitel.com) for more information.

Mitel and the Mitel logo are registered trademarks of Mitel Networks Corporation.
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VoIP Watch (http://andyabramson.blogs.com/voipwatch/) •

More Information

If you need more information and/or would like to schedule an interview with BroadSoft, please contact Elaine 

Myada at +1-240-720-9558 or email (mailto:emyada@broadsoft.com) .

BroadSoft's executives and subject matter experts are available as editorial resources and speakers for 

industry events.
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NEW YORK – February 6, 2012 – 

Verizon and Coinstar's Redbox Form Joint Venture to Create New Consumer Choice for Video 
Entertainment

Joint Venture Will Offer the Best of Both Worlds – Physical and Digital – to All Consumers Nationwide

News Release ShareThis

 
Click here to view Infographic

Verizon and Coinstar, Inc. today announced the formation of a joint venture that will create a new choice for quality- and value-conscious 
consumers seeking a simple and affordable way to access the video entertainment they crave.  The venture's services will offer all of the 
convenience, simplicity and value of Redbox® new release DVD and Blu-ray Disc® rentals combined with a new content-rich video on-
demand streaming and download service from Verizon.

The joint venture plans to introduce the product portfolio in the second half of 2012.  It will offer subscription services and more in an easy-to-
use, flexible and affordable service that will allow all consumers across the U.S. to enjoy the new and popular entertainment they want, 
whenever they choose, using the media and devices they prefer.  Additional brand and product information will be revealed in the coming 
months.

"When you consider the core elements the parties bring to this venture - our powerful brands; our national rental kiosk footprint; our anytime, 
anywhere network presence; and our mutual commitment to customer-focused innovation - it's clear that Verizon and Redbox are a powerful 
entertainment team," said Bob Mudge, president of Verizon consumer and mass business markets.

"Consumers rely on Redbox for the latest new release movies at a great value, and our joint venture with Verizon will enable us to bring them 
even more value by offering expanded content offerings and greater flexibility for how and when they enjoy entertainment," said Paul Davis, 
chief executive officer of Coinstar, Inc.  "This alliance is the result of a deliberate and strategic process to identify a partner who shares our 
commitment to delivering innovative solutions to consumers.  We look forward to rolling out the shared benefits this venture will bring to 
consumers, retailers, and shareholders."

This venture between Verizon and Redbox will create the kind of national multi-platform product that customers are demanding from video 
entertainment service providers.  It will leverage Verizon's industry-wide relationships with entertainment content providers, its advanced 
cloud computing technologies and state-of-the-art IP network infrastructure to distribute video on-demand content to its customers.  

"The joint venture will combine the accessibility and value of Redbox with Verizon's vision for a borderless lifestyle - where consumers easily 
accomplish what they want or need to do, on their terms, through the power of the network," said Mudge.  "Together, we are erasing old 
technology boundaries, freeing people to spontaneously enjoy the entertainment they want, whenever they choose, using the devices and 
media they prefer, at home or away."

By offering instantly available online and mobile content with immediate access to physical media through rental kiosks, Verizon and Redbox 
will be uniquely positioned to deliver the best of both worlds - digital and physical - to consumers across the country.

The joint venture is a limited liability company with Verizon holding a 65 percent ownership share and Redbox holding a 35 percent 
ownership share at the outset. 

NEWS CONFERENCE CALL 
Verizon and Coinstar will hold a news conference call this morning, starting at 9:30 a.m. Eastern Time.  To join the call dial 1-800-857-5081, 
the passcode is Verizon and Coinstar.  A listen-only webcast will also be available.  To access the webcast, paste this URL into your web 
browser: http://event.on24.com/r.htm?e=401643&s=1&k=46D10AC42D40629770B72C5B1ED49EB1.  A recording will be available for 
playback approximately one hour after the call.  To listen to the replay by phone, dial 866-454-9170.  The replay will also be available online.  
Use this URL, http://event.on24.com/r.htme=401643&s=1&k=46D10AC42D40629770B72C5B1ED49EB1, with your web browser for access.  
The recording will be available through February 20, 2012.

About Verizon 
Verizon Communications Inc. (NYSE, Nasdaq: VZ), headquartered in New York, is a global leader in delivering broadband and other wireless 
and wireline communications services to consumer, business, government and wholesale customers.  Verizon Wireless operates America's 
most reliable wireless network, with nearly 109 million total connections nationwide.  Verizon also provides converged communications, 
information and entertainment services over America's most advanced fiber-optic network, and delivers integrated business solutions to 
customers in more than 150 countries, including all of the Fortune 500.  A Dow 30 company with $111 billion in 2011 revenues, Verizon 
employs a diverse workforce of nearly 194,000.  For more information, visit www.verizon.com.  

About Redbox 
Redbox Automated Retail, LLC, a wholly-owned subsidiary of Coinstar, Inc. (Nasdaq: CSTR), offers new-release DVD, Blu-ray Disc® and 
video game rentals through its network of conveniently located, self-service kiosks.  Redbox has rented more than 1.5 billion discs and is 
available at more than 35,400 kiosks across over 29,000 locations nationwide, including select McDonald's restaurants, leading grocery, drug 
and convenience stores, select Walmart locations and Walgreens locations in select markets.  For more information, visit www.redbox.com.

About Coinstar, Inc. 
Coinstar, Inc. (Nasdaq: CSTR) is a leading provider of automated retail solutions offering convenient services that make life easier for 
consumers and drive incremental traffic and revenue for retailers.  The company's core automated retail businesses include the well-known 
Redbox® self-service DVD rental and Coinstar® self-service coin-counting brands.  The company has approximately 35,400 DVD kiosks and 
20,200 coin-counting kiosks in supermarkets, drug stores, mass merchants, financial institutions, convenience stores, and restaurants.  For 
more information, visit www.coinstarinc.com.

Safe Harbor for Forward-Looking Statements 
Certain statements in this press release are "forward-looking statements" within the meaning of the Private Securities Litigation Reform Act of 
1995. The words "believe," "estimate," "expect," "intend," "anticipate," "goals," variations of such words, and similar expressions identify 
forward-looking statements, but their absence does not mean that the statement is not forward-looking.  The forward-looking statements in 
this release include statements regarding the joint venture, its products and services, and the timing of its launch.  Forward-looking 
statements are not guarantees of future performance and actual performance may vary materially from the performance expressed or implied 
in such statements.  Differences may result from actions taken by Coinstar, Redbox, Verizon Communications, the joint venture, as well as 
from other risks and uncertainties beyond Coinstar's control.  Such risks and uncertainties include, but are not limited to, competition from 
other digital entertainment providers, the ability to achieve the strategic and financial objectives for our entry into a new business, and our 
limited ability to direct the management or policies of the new joint venture. The foregoing list of risks and uncertainties is illustrative, but by 
no means exhaustive.  For more information on factors that may affect future performance, please review "Risk Factors" described in our 
most recent Annual Report on Form 10-K and Quarterly Reports on Form 10-Q filed with the Securities and Exchange Commission.  These 
forward-looking statements reflect Coinstar's expectations as of the date of this release. Coinstar, Inc. undertakes no obligation to update the 
information provided herein.
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