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INFORMATION] Instead of working to achieve the efficiencies and benefits it attributes

incorrectly to the proposed merger, AT&T chose door number #2. It hopes that its massive

political power and regulatory influence will bail it out and save it from having to invest and

compete fairly for customers.

11. Applicants’ Claimed Benefits for Rural America Are Either Non-Existent or Non-
Merger Specific. AT&T Plans to Offer 4G HSPA+ Service to 97 Percent of Americans

in 2012, and Will Subsequently Match Verizon’s Nationwide 4G LTE Deployment
Even if the Merger is Not Approved.

At the heart of the Applicant’s case for the benefits of the transaction is AT&T’s
commitment to deploy LTE to 97 percent of the population by 2018, a deployment commitment
that AT&T claims exceeds its existing plan to make LTE available to 80 percent of Americans.2
As we discussed in our Petition to Deny, other publicly available evidence and media reports
indicate that AT&T’s claim is certainly false, and that it did not intend for its LTE deployment to
end at 80 percent without the merger. At the very least, market conditions are such that AT&T
would need to match Verizon’s plans to deploy LTE to approximately 96-98 percent of the
population.? Indeed, AT&T freely admits that it will deploy “4G” HSPA+ service throughout its
entire footprint by the end of 2012, making the subsequent leap to full-LTE coverage a near

certainty.

2 Opposition at 75. (“AT&T commits that... it will deploy LTE within six years after closing
to over 97 percent of Americans—J355 million more Americans than AT&T’s pre-merger plans.”).

3 See Petition to Deny of Free Press at 41-42.

4 Opposition at 81. As we discuss below, this is a critical point to the merger analysis. Even if
we assume that AT&T would stop its LTE build at 80 percent (which we don’t [BEGIN
HIGHLY CONFIDENTIAL INFORMATION]

[END HIGHLY CONFIDENTIAL
INFORMATION]), the hypothetical measured benefit in this case is the value of LTE vs.
HSPA+ in the period after AT&T’s HSPA+ build is complete, to consumers who will likely be
served by one or more other LTE providers. It is likely this incremental value is de minimus,
given that real world speed tests indicate the difference in downstream speed between HSPA+
and LTE are not that big, and vary considerably by location. See e.g. “Verizon LTE vs T-Mobile
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Internal AT&T communications disclosed through the Commission’s [nformation
Request shed more light on this question. These tens of thousands of pages of candid AT&T
planning documents tell a very clear story — one the Commission cannot ignore as it weighs
whether AT&T’s claimed benefits are merger-specific and cognizable. This information reveals

that [BEGIN HIGHLY CONFIDENTIAL INFORMATION]

HSPA+ vs Sprint WiIMAX,” Phone Arena, Feb. 4, 2011 (showing test results where Verzion’s
LTE service performed worse than T-Mobile’s HSPA+ service). AT&T’s own internal
communications suggest [BEGIN HIGHLY CONFIDENTIAL INFORMATION]

[END
HIGHLY CONFIDENTIAL INFORMATION] See ATTF-TMO-00011886. Thus, all of the
letters of support from rural parties claiming that this merger will deliver broadband that would
not have otherwise existed miss a fundamental point: If you live in an area that supposedly will
benefit from AT&T's new LTE promise, then vou already live in an area that will have access to
AT&T’s 4G services in the form of HSPA+ by the end of next vear: and vou'll also be able to
purchase Verizon’s LTE service by [BEGIN HIGHLY CONFIDENTIAL INFORMATION]
[END HIGHLY CONFIDENTIAL INFORMATION]

5 See, e.g., ATTF-TMO-00005174; ATTF-TMO-00022971.

6 See, e.g., ATTF-TMO-00022971; ATTF-TMO-00011889; ATTF-TMO-00003389 [BEGIN
HIGHLY CONFIDENTIAL INFORMATION]

|[END HIGHLY CONFIDENTIAL INFORMATION]

7 See, eg, ATTF-TMO-00005173 |[BEGIN HIGHLY CONFIDENTIAL
INFORMATION]
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|[END HIGHLY
CONFIDENTIAL INFORMATION] This is unimpeachable evidence that AT&T’s rural
deployment promise could be fulfilled in the absence of the deal, and thus is non-merger specific
(not to mention grossly cynical and misleading). It also proves beyond a shadow of a doubt that
AT&T clearly is willing to pay a hefty kill-the-competition premium, choosing to acquire one of
its main rivals for a cost that far exceeds the likely price tag for upgrades to its own network.!!

In its Opposition, AT&T claims that this incremental investment, which is [BEGIN
HIGHLY CONFIDENTIAL INFORMATION] |[END HIGHLY
CONFIDENTIAL INFORMATION] the cost of the merger, was not the only factor behind its
now-claimed decision to halt the LTE build at 80 percent. It also states that the merger would
gives the company “additional AWS spectrum that can be used for LTE in the incremental build
area.” But it’s clear that the incremental build is a non-merger specific benefit, because

according to internal documents, [BEGIN HIGHLY CONFIDENTIAL INFORMATION]

13 [END

HIGHLY CONFIDENTIAL INFORMATION] And while applicants state in their Opposition

I1 See Petition to Deny of Free Press at 32-33 (estimating the merger premium from public
AT&T statements regarding deferred capital expenditures). See also ATTF-TMO-00011888,
showing [BEGIN HIGHLY CONFIDENTIAL INFORMATION]

[END HIGHLY CONFIDENTIAL INFORMATION]
12 See, e.g., ATTF-TMO-00011899.

13 See, e.g., ATTF-TMO-00011890.
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rejects the suggestion that such arrangements would work,2! but it is clear that the company
believes only that such arrangements would not be as beneficial to AT&T as killing off T-Mobile
as a competitor. Internal AT&T communications show that [BEGIN HIGHLY
CONFIDENTIAL INFORMATION]

22

[END HIGHLY CONFIDENTIAL INFORMATION] it is clear that network sharing
is a viable, non-theoretical alternative to merger. It’s also clear that many of the reasons AT&T

cites for sharing to be non-viable in its Opposition are immaterial, as [BEGIN HIGHLY

CONFIDENTIAL INFORMATION]

26 [END HIGHLY
CONFIDENTIAL INFORMATION]

1V. T-Mobile is Currently a Viable Competitor to AT&T, and Would Become Even More
Viable Over the Next Several Years.

In order to assuage antitrust concerns, AT&T argues that it does not view T-Mobile as a
viable competitor and claims that it fears competition from much more spectrally constrained

and much smaller regional and pre-paid market carriers, such as MetroPCS. But the facts

21 See Opposition at 72.

22 See e.g. ATTE-TMO-00020665; ATTF-TMO-00020658.

23 See e.g. ATTF-TMO-00020468.

24 See e.g. ATTF-TMO-00048648; ATTF-TMO-00048750.

25 See e.g. ATTF-TMO-00058449; ATTF-TMO-00052030; ATTF-TMO-00052031.
26 See, e.g., ATTF-TMO-00052031.
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million wired telephone lines over that period. But this is highly misleading, as it fails to note
that the combined company added nearly 60 million wireless lines and more than 15 million
DSL lines during that time, in addition to the 3.2 million video subscribers, and numerous
enterprise and special access lines.?! In sum, during a time of tremendous net growth in the total
number of lines in its empire, AT&T still dramatically reduced what the Opposition casually
refers to as the company’s “overall headcount? — conveniently obscuring the fact that these
weren’t cattle, but individuals who depended on those jobs for their livelihoods.

On the alleged benefits for competition and prices, Applicants’ case is also particularly
weak. They continually point to BEA data claiming a 50 percent inflation-adjusted decline in
prices over the last decade, but fail to highlight that this index tracks per minute voice prices. In a
market in which voice alone is becoming more competitive (through the availability of non-
carrier VolP alternatives, on wired and wireless networks) and where carriers’ operation costs
are rapidly declining, this is not a surprising result. Indeed, it’s fair to assume if the market were
less concentrated that the per minute price would have dropped further.*3 The more appropriate
metric to investigate is a consumer’s total monthly bill, since carriers sell voice minutes in
bundles and have gradually increased the size (and total price) of the entry-level offerings. Here

BLS data indicates that consumer total expenditures on cellular voice services have risen steadily

41 Based on estimates from AT&T’s annual 10-K and quarterly 8-K reports.
42 Opposition at 91.

43 It’s also worth noting that according to the BEA data, the bulk of the declines in per-
minute voice pricing came prior to the massive wireless industry consolidation that occurred
over the last half-decade. Indeed, during the last five years, even as technology costs plummeted
and total network output (in terms of bits carried per tower) expanded sharply, per minute prices
held relatively constant despite the increasing popularity of free VoIP alternatives, suggesting the
presence of carrier market power.

19
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53 [END HIGHLY
CONFIDENTIAL INFORMATION]

Similarly, because the product market is so concentrated, it makes little difference if the
geographic market is defined at the national or CMA-level. As we discussed in our Petition to
Deny, if the market is analyzed at the national level including all pre- and post-paid carriers, the
HHI would increase from approximately 2,600 to 3,300 as a result of the merger. But if this same
analysis is conducted at the CMA level, the average population-weighted HHI would increase

[BEGIN HIGHLY CONFIDENTIAL LNP/NRUF INFORMATION]

[END HIGHLY CONFIDENTIAL LNP/NRUF INFORMATION] Post-merger, the top two
firms in each CMA will have an average population-weighted share of [BEGIN HIGHLY
CONFIDENTIAL LNP/NRUF INFORMATION]

3¢ [END HIGHLY CONFIDENTIAL LNP/NRUF INFORMATION] However, because

this merger will have substantial market impacts at the national level, it is critical that the

33 See ATTF-TMO-00011885.

54 AT&T claims that each local market is populated with a wide variety of carriers with
“widely varying” market shares, and that this precludes coordinated effects. See Opposition at
138. However, as we noted in our petition, the four national carriers (AT&T, Verizon Wireless,
Sprint, and T-Mobile) have a combined market share of greater than 90 percent in CMAs that
encompass [BEGIN HIGHLY CONFIDENTIAL LNP/NRUF INFORMATION]

[END HIGHLY CONFIDENTIAL LNP/NRUF INFORMATION] of the U.S.
population. And we also noted that if the merger is permitted, approximately [BEGIN HIGHLY
CONFIDENTIAL LNP/NRUF INFORMATION] [END HIGHLY CONFIDENTIAL
LNP/NRUF INFORMATION] percent of the U.S. population will live in CMAs where the top
two firms — in most cases AT&T and Verizon — would control more than 70 percent of
subscribers.
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