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TABLE 2!

Pre-Spectrum Acquisition, Weighted Spectrum, With
Smart Phone Mix
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Adding In Both Carriers’ Proposed Spectrum Acaquisitions Leads to the Same Conclusion

14. A further analysis and comparison of the spectrum efficiency of the T-Mobile and
Verizon networks in the Top-50 cellular market areas was performed, this time reflecting on a
pro forma basis the effect of adding to each operator’s spectrum allocation the licenses that
would be acquired as a result of pending and proposed transactions. For T-Mobile, the spectrum
added is that resulting from spectrum assigned to it by AT&T pursuant to the break-up of their
proposed merger; for Verizon Wireless, the spectrum added is that resulting from the proposed
acquisition of spectrum from SpectrumCo and Cox as well as LEAP. Pending spectrum
transactions data was provided by T-Mobile, based on FCC records.

15.  Table 3 below shows this pro forma post-acquisition, market by market
comparison of the spectrum efficiency of the Verizon and T-Mobile networks, correcting (as in
Table 1 above) for the effect of the different mix of smartphone and featurephones on the
Verizon Wireless’ and T-Mobile networks. As before, the relative mix of smartphones on
Verizon Wireless’ network is taken as 40%, while the relative mix of smartphones on the T-
Mobile network is taken at 50%, and smartphones are assumed to consume 35 times as much
bandwidth as featurephones.* Table 3 shows that when the correction for differing smartphone
mix alone is made, in the forward-looking analysis, T-Mobile is still shown to be as or more
spectrally efficient than Verizon Wireless in 5 of the S top markets, and many more of the Top
49 markets. Averaged across 49 markets, T-Mobile’s efficiency is essentially the same as that of

Verizon Wireless.

L Applicants provided this estimated ratio on page 7 of the Opposition, though they failed to reflect it in
their spectrum efficiency analysis.
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TABLE 3%

Post-Spectrum Acquisition, UnWeighted Spectrum,
With Smart Phone Mix

Spectrum Effificency (k-Sub / MHz)
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TABLE 44

| Post-Spectrum Acquisition, Weighted Spectrum, With
Smart Phone Mix

Spectrum Efficiency (k-Sub / MHz)
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TABLE 5

Pre-Spectrum Acquisition, UnWeighted Spectrum, With Smart Phone Mix

Spectrum Share / Customer Connections Share
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TABLE 6¢

Pre-Spectrum Acquisition, Weighted Spectrum, With Smart Phone Mix

Spectrum Share / Customer Connections Share
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TABLE 72

Post-Spectrum Acquisition, UnWeighted Spectrum, With Smart Phone
Mix

Spectrum Share / Customer Connections Share (%)
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TABLE 8¢

Post-Spectrum Acquisition, Weighted Spectrum, With Smart Phone Mix

Spectrum Share / Customer Connections Share (%)
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EXHIBIT B
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Cox. Moreover, smaller competitors would have an economic incentive to put this
spectrum to use serving consumers as quickly and efficiently as possible, whereas
Verizon may have an incentive to use the spectrum less quickly and less intensively, in
order to limit overall output in the market and drive up prices. Professor Katz
mischaracterizes my concern as a proposal to “second-guess the secondary market™ that
would have the effect of “...distorting or limiting secondary market sales to favor certain

potential buyers...”"

In fact, it is this very goal of assigning spectrum to its highest-
value users that motivates my concerns about the proposed transaction.” Even if Verizon
demonstrated the highest private value for the spectrum at issue at the time of the
transaction with SpectrumCo, this does not imply that Verizon would create the highest
social value from its usage of the spectrum and is not inconsistent with the incentive a
dominant firm faces to hoard a scarce input.

5. Moreover, Professor Katz’s declaration mischaracterizes the theory of resource hoarding.
Contrary to what he claims, I do not believe that having additional spectrum
automatically creates dominance.” Rather, as I explain in my original declaration,
“different firms have different incentives to utilize new potential capacity depending on

their relative dominance in the market.” Spectrum is an essential and scarce input for

the wireless industry. Any firm that holds large amounts of spectrum potentially has

! Declaration of Michael L. Katz, “An Economic Assessment of Arguments Made by Opponents to SpectrumCo’s
And Cox’s Proposed License Assignments to Verizon Wireless,” submitted in support of Joint Opposition to
Petitions to Deny and Comments (“Joint Opposition”™), Docket 12-4, dated March 1, 2012, (“Katz Declaration™), p.
2,94.

? Similarly, Professor Katz also states that “[E]conomic analysis strongly indicates that a policy of reserving
secondary-market purchases for certain providers or classes of providers would be misguided and harmful to
consumers.” (See Katz Declaration, p. 11, §22.)

? Professor Katz states that “Opponents of the license assignments appear to believe that having additional spectrum
automatically creates dominance.” (See Katz Declaration, p. 6, §12).

* Declaration of Professor Judith Chevalier, submitted in support of Petition to Deny of T-Mobile, USA, Inc.,
Docket 12-4, dated February 21, 2012, (“Chevalier Declaration™), pp. 10-11, 927.



