ARNOLD & PORTER LLP

Maureen R. Jeffreys

Maureen.Jeffreys@aporter.com

+1 202.942.6608
+1 202.942.5999 Fax

555 Twelfth Street, NW
Washington, DC 20004-1206

September 23, 2014

VIA ECFS

Marlene H. Dortch, Esq.

Secretary

Federal Communications Commission
445 Twelfth Street, SW

Washington, DC 20554

Re:  Applications of AT&T Inc. and DIRECTV for Consent to Assign or Transfer
Control of Licenses and Authorizations, MB Docket No. 14-90
REDACTED - FOR PUBLIC INSPECTION

Dear Ms. Dortch:

Pursuant to the Joint Protective Order in the above-referenced proceeding,! AT&T Inc.
(“AT&T”) and DIRECTYV (together, the “Applicants™) are submitting a DVD-ROM containing an
unredacted, Highly Confidential submission of updated results of a presentation prepared by
Professors Steven T. Berry and Philip A. Haile of Yale University and previously submitted to the
Commission. This submission, entitled “Quantitative Analysis of an AT&T-DIRECTV Merger:
Updated Results” (“Quantitative Analysis Updated Results™) contains the updated results and an
explanation of the corrections in one aspect of the data and programming underlying the initial
merger simulation analysis.> AT&T and DIRECTV are also submitting herewith a hard drive
containing the unredacted, Highly Confidential data set pertaining to the Quantitative Analysis
Updated Results. The Applicants are filing herewith, via ECFS, a redacted public version of this
submission.

! Applications of AT&T Inc. and DIRECTV for Consent to Assign or Transfer Control of Licenses
and Authorizations, Joint Protective Order, DA 14-804 (MB rel. June 11, 2014).

% The merger simulation analysis of Professors Berry and Haile was initially submitted to the
Commission on July 17, 2014. Applications of AT&T Inc. and DIRECTYV for Consent to Assign or
Transfer Control of Licenses and Authorizations, MB Dkt No. 14-90, Letter from Maureen R.
Jeffreys, Counsel for AT&T Inc., to Marlene H. Dortch, Esq., Secretary, Federal Communications
Commission (filed July 17, 2014).
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An unredacted Stamped Highly Confidential copy of this submission is being hand
delivered to your office. Additional copies of the unredacted submission are being delivered to
the Commission staff under separate cover.

Please contact me at (202) 942-6608 or Maureen.Jeffreys@aporter.com if you have any
questions. Thank you for your assistance.

Respectfully submitted,

Maureen R. Jeffreys
Counsel for AT&T Inc.

Enclosures
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Since the results of the Berry-Haile merger simulation were submitted to the Commission
on July 17, 2014,* we have identified and corrected a few errors in the data and programming
underlying the simulation.? We describe these corrections below and provide updated slides
from the Berry-Haile presentation reflecting changes in the simulation results. We also provide a
revised set of backup data and programs for the Berry-Haile analysis.> Correcting these errors
has no material effect on the Berry-Haile results or their conclusions regarding the welfare

effects of the proposed merger.

The first correction pertains to the calculation of AT&T’s prices. In order to be
consistent with the estimated prices for cable companies and other telcos that are available to us
(which were obtained from company websites), the AT&T video and Internet prices should
reflect AT&T’s price for base service in the customer’s first year of service, i.e., the recurring,
introductory price. To calculate these base AT&T prices, we used service start dates to identify
customers in their first year of service with AT&T, and we used detailed information on U-verse
billings to those customers with the intent to include only base service charges and credits and to
exclude charges and credits for items such as premium channels that are not included in the base
service. Our inclusions and exclusions of billing line items were based on the descriptions of

those line items provided by AT&T in the original data.

The U-verse revenue data recently provided to us by AT&T* contain additional detailed

descriptions that allow us to exclude charges and credits (such as video-on-demand or

! Berry, S. T. and P. A. Haile (2014), “Quantitative Analysis of an AT&T-DirecTV Merger,” July
15, 2014. See Applications of AT&T Inc. and DIRECTV for Consent to Assign or Transfer
Control of Licenses and Authorizations, MB Docket No. 14-90, Letter to Marlene H. Dortch,
Esq., Secretary, FCC from Maureen R. Jeffreys, Esq., Counsel for AT&T Inc. (filed July 17,
2014).

All results reported in the submission prepared by Professors Berry and Haile on September 19,
2014 (“Quantitative Analysis of an AT&T-DirecTV Merger: Additional Discussion of Modeling
Choices, Data, and Results”) use corrected data and programs.

The great majority of the data and programs are unchanged from the backup previously submitted
to the Commission, but we nevertheless provide a complete set of the backup files for ease of
use. In the Readme.txt file describing how to run the backup, we identify the corrected data files
and programs that have been changed; all other data files and programs contained in this backup
are identical to those previously submitted.

Updated U-verse revenue data for March 2014 were produced in 29 ASCII files,

CLOC_REV_2014-03-01 HIGHLY CONFIDENTIAL.txt, through CLOC_REV_2014-03-29

HIGHLY CONFIDENTIAL.txt. These updated data are included in the backup filed herewith.
1



installation charges) that were erroneously included in our original calculations. Using the
updated U-verse revenue data, we revised our list of included and excluded billing line items
used in the AT&T price calculations. Although the U-verse revenue data was the only piece of
data that needed to be corrected, we also used updated data on customer start dates, products and
plans, and zip codes provided by AT&T. This was necessary because the unique identifying
numbers assigned to AT&T’s customers can change over time, making it difficult to match
customers across datasets drawn at two significantly different points in time.”> We continued to
use data on AT&T subscriber counts as originally provided by AT&T; these subscriber counts

are used in the share estimates in the Berry-Haile simulation.

In addition to correcting the AT&T price data, we also corrected two programming errors
in the demand estimation program. First, a small number of observations that were not used in
the nested logit demand estimation were accidently included in the GMM weighting matrix.
Correcting this error led to insignificant changes in our demand parameter estimates. Second, a
programming error in the computation of the GMM covariance matrix led to an understatement
of the reported standard errors of our parameter estimates. Correcting this error increased those

standard errors.

As shown in the attached presentation slides, these corrections to the data and program do
not cause any substantive changes to the Berry-Haile results or the conclusions of the analysis.
The Berry-Haile model continues to show that the merger would not reduce consumer welfare,
and, with reasonable estimates of cost savings, the model shows that consumer welfare is

unambiguously improved following the merger.

These data include a variable, ChgCode, that contains a code for the detailed descriptions. A key
providing definitions of ChgCode, Charge Code Descriptions HIGHLY CONFIDENTIAL.txt, is
also included in the backup filed herewith.

We use the variable CLOC to match customers across data files, and a given CLOC must appear
in the revenue, start date, product and plan, and zip code data in order to be used in the price
calculations. When using data drawn from AT&T’s systems at different points in time, however,
a small percentage of CLOCs will not match across time, even though they represent the same
customer at two different points in time. To use as much of the updated data as possible in
forming our price estimates, we used updated data on start dates, products and plans, and zip
codes rather than trying to match to the data originally provided by AT&T. These updated data
are included in the backup filed herewith.
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