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I.

INTRODUCTION

1.
We grant today the applications of AT&T Inc. (“AT&T”) and Centennial
Communications Corp. (“Centennial”) (together, the “Applicants”)1 to transfer control of the licenses,
authorizations, and spectrum leasing arrangements held by Centennial and its subsidiaries to AT&T,
subject to the divestiture of certain markets and the imposition of conditions embodying certain voluntary
commitments made by AT&T. Our conditioned grant is pursuant to Sections 214(a) and 310(d) of the
Communications Act and Section 2 of the Cable Landing License Act,2 under which we must determine
whether approval of the Applicants’ proposed transaction would serve the public interest, convenience,
and necessity.
2.
As discussed in detail below, the proposed transaction raises competition issues because
it would result in the combination of overlapping AT&T and Centennial mobile communications
coverage and services in various local areas. We find that competitive harm is unlikely in most of the
overlap markets, primarily because multiple other service providers currently in these markets would be
an effective competitive constraint on the behavior of the merged entity. However, with regard to seven
local areas – six in Louisiana and one in Mississippi – our analysis indicates that, absent a remedy,
competitive harms would likely result. Accordingly, we require divestiture of Centennial’s wireless
operations in these areas, which also are markets where the U.S. Department of Justice required
divestitures in its review of the transaction. Moreover, in order to address additional competitive
concerns, we accept several voluntary commitments made by AT&T and impose those commitments as
conditions of our approval. These voluntary commitments encompass certain roaming obligations,
1

The applications specifically pertain to licenses and spectrum leasing arrangements for the Part 22 Cellular
Radiotelephone Service (“cellular”), the Part 24 Personal Communications Service (“PCS”), the Part 27 Advanced
Wireless Service (“AWS-1”), the Part 27 Educational Broadband Service (“EBS”), the Part 101 Common Carrier
Fixed Point-to-Point Microwave Service, and the Part 101 39 GHz, Auctioned Service, as well as international and
domestic Section 214 authorizations and a cable landing license.
2

47 U.S.C. §§ 35, 214(a), 310(d).

2
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including obligations to honor Centennial’s existing agreements and to permit providers with fewer than
10 million subscribers to retain a Centennial roaming agreement for four years, or the length of the
agreement, whichever is longer. We also accept AT&T’s commitment to certain limitations with respect
to its participation on the Board of Directors of, and services provided to, América Móvil, S.A.B. de C.V.
(“América Móvil”), including restrictions on its participation in the business and operations of América
Móvil in the United States (including Puerto Rico and the U.S. Virgin Islands). América Móvil, AT&T,
and Centennial currently compete in the provision of wireless services in Puerto Rico and the U.S. Virgin
Islands.
II.

BACKGROUND
A.

Description of Applicants
1.

AT&T Inc.

3.
AT&T, incorporated in Delaware and headquartered in Dallas, Texas, is a
communications holding company.3 With its subsidiaries, affiliates, and operating companies, AT&T
states that it ranks among the leading providers of telecommunications services in the United States and
around the world.4 AT&T asserts that, as of December 31, 2008, it was a leading provider of wireless
data in the U.S. wireless industry based on subscribers5 and the largest communications company in the
world by revenue.6 The company reported more than $124 billion in revenues in 2008.7
4.
AT&T has three main operating segments: wireless, wireline, and advertising and
8
publishing. The wireless segment consists of AT&T’s subsidiary, AT&T Mobility, which provides
wireless services to both business and residential customers.9 This segment represents approximately 39
percent of 2008 total segment operating revenues.10 AT&T has more than 78 million wireless
subscribers.11 Its 3G network uses High Speed Downlink Packet Access/Universal Mobile
Telecommunications System (“HSDPA/UMTS”) technology.12
5.
AT&T’s wireline subsidiaries provide both retail and wholesale communications services
(both voice and data) domestically and internationally.13 This segment represents approximately 55
3

AT&T Inc., Form 10-K, at 1 (filed Feb. 25, 2009) (“AT&T 10-K”).

4

AT&T 10-K at 1. AT&T states that it is eighth among the 2009 Fortune 500 companies, and 29th among the 2008
Global Fortune 500 companies. AT&T, About Us, Corporate Profile Quick Facts (“AT&T Quick Facts”), available
at http://www.att.com/gen/investor-relations?pid=5711 (last visited Oct. 30, 2009).
5

AT&T 10-K at 3.

6

AT&T, About Us, Corporate Profile, Key Facts About AT&T (“AT&T Corporate Profile Key Facts”), available at
http://www.att.com/gen/investor-relations?pid=5711 (last visited Oct. 30, 2009).
7

AT&T Quick Facts at 1.

8

AT&T 10-K at 3.

9

AT&T 10-K at 3.

10

AT&T 10-K at 3.

11

AT&T Corporate Profile Key Facts.

12

AT&T, Wireless, Our Technology at 1 (“AT&T Wireless Technology”), available at
http://www.wireless.att.com/about/our-technology.jsp (last visited Oct. 30, 2009). AT&T also offers a High Speed
Uplink Packet Access (“HSUPA”)-enabled network. AT&T, About Us, Corporate Profile, Networks (“AT&T
Corporate Profile Networks”), available at http://www.att.com/gen/investor-relations?pid=5711 (last visited Oct. 30,
2009). AT&T also offers customers Wi-Fi access at more than 100,000 hot spots around the world. Id.
13

AT&T 10-K at 4.
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percent of 2008 segment operating revenues.14 AT&T’s U.S. wired network includes 52 million access
lines and more than 16.9 million high speed Internet subscribers.15
6.
The advertising and publishing segment includes AT&T’s directory operations, which
publish Yellow and White Pages directories and sell directory advertising and Internet-based advertising
and search.16 This segment represents approximately four percent of 2008 segment operating revenues.17
7.
AT&T’s Relationship with Teléfonos de México, S.A.B. de C.V. and América Móvil,
S.A.B. de C.V. AT&T currently owns approximately 9.75 percent of the equity in Teléfonos de México,
S.A.B. de C.V. (“Telmex”),18 and approximately 8.82 percent of the equity in the commonly-controlled
América Móvil.19 AT&T has the right to nominate three members of the Telmex 14-member Board of
Directors,20 and two members of the América Móvil 12-member Board of Directors.21 Finally, AT&T
and América Móvil have a Management Services Agreement (“MSA”)22 pursuant to which AT&T
provides management, consulting, and technical services to América Móvil.23
2.

Centennial Communications Corp.

8.
Centennial, incorporated in Delaware and headquartered in Wall, New Jersey,24 is a
provider of regional wireless and broadband communications services with approximately 1.1 million
wireless subscribers and 789,100 access lines and equivalents.25 It provides voice and data wireless
service to about 633,100 wireless subscribers26 in two geographic clusters in the mainland United States
in parts of Indiana, Michigan, and Ohio (the Midwest cluster) and parts of Louisiana, Mississippi, and
14

AT&T 10-K at 4.

15

AT&T Corporate Profile Networks.

16

AT&T 10-K at 5.

17

AT&T 10-K at 5.

18

Response of AT&T Inc. and Centennial Communications Corp. to General Information Request Dated September
22, 2009, filed Sept. 25, 2009 (“Information Request II Response”), at 4.
19

Information Request II Response at 4.

20

Response of AT&T Inc. and Centennial Communications Corp. to General Information Request Dated April 30,
2009, filed May 28, 2009 (“Information Request I Response”), at 61. At present, AT&T has granted Carso Global
the right to nominate one of the three directors AT&T is entitled to nominate. Information Request I Response at
61.
21

Information Request I Response at 63-64.

22

Management Services Agreement between SBC International Management Services, Inc. and RadioMóvil Dipsa,
S.A. de C.V., dated Feb. 27, 2002, provided as attachment IV.5.1 Information Request I Response (“MSA”).
Pursuant to the Second Amendment to Management Services Agreement between SBC International Management
Services, Inc., RadioMóvil Dipsa, S.A. de C.V. and América Móvil S.A. de C. V., dated Oct. 29, 2003 (“Second
Amendment to MSA”), the MSA was assigned from RadioMóvil Dipsa, S.A. de C.V. to its parent, América Móvil
S.A. de C. V. in response to FCC Information Request IV.5. On October 29, 2003, the MSA was assigned by
RadioMóvil Dipsa, S.A. de C.V. to América Móvil. SBC International Management Services, Inc. is now called
AT&T Mexico, Inc. Information Request I Response at 69.
23

Information Request I Response at 69; see also América Móvil, Form 20-F, at 88 (filed June 30, 2009) (“América
Móvil 20-F”).
24

Centennial Communications Corp., Form 10-K, at cover, 1 (filed July 30, 2009) (“Centennial 10-K”).

25

Centennial Communications Corp., Form 8-K, Exhibit 99.1 at 1, 3 (filed Oct. 14, 2009) (“Centennial 8-K”).

26

Centennial 8-K at 2.
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Texas (the Southeast cluster).27 In its mainland U.S. markets, Centennial utilizes Global System for
Mobile Communications (“GSM”) technology that supports Enhanced Data Rates for Global Evolution
(“EDGE”) and General Packet Radio Service (“GPRS”) advanced data technology, primarily using 850
MHz spectrum.28 Centennial had planned to deploy a 3G UMTS network in parts of the mainland U.S.
markets in 2009, but that deployment was postponed for a number of reasons.29
9.
Centennial also offers wireless service to approximately 424,400 subscribers in Puerto
Rico and the U.S. Virgin Islands.30 In this market, Centennial utilizes Code Division Multiple Access
(“CDMA”) technology, which supports Evolution-Data Optimized (“EvDO”) technology.31 It has
deployed a 100 percent 3G technology network in Puerto Rico and the U.S. Virgin Islands using EvDO
Revision A (“EvDO Rev. A”) technology.32 Centennial also provides a fixed broadband wireless service
in Puerto Rico under the name Instant Internet, which enables customers to connect their home computers
or laptops to the Internet using an AC-powered device that utilizes Centennial’s wireless network.33
10.
Also in Puerto Rico, Centennial owns a 1,400 route mile fiber network connected to
approximately 2,500 buildings.34 Using that fiber optic network as well as its undersea fiber optic and
microwave networks, Centennial provides switched voice, private line services, voice over Internet
protocol (“VoIP”), international long distance, data, toll-free and Internet-related services to business and,
to a lesser extent, residential customers in Puerto Rico.35
11.
Centennial’s wireless network covers a total aggregate population (“POPs”) of over 13
million – approximately 9 million POPs in mainland United States and 4 million POPs in Puerto Rico and
the U.S. Virgin Islands.36 For the year ending May 31, 2009, Centennial had consolidated revenue of
$1,051.6 million ($583.4 million from mainland U.S. wireless operations, $337.7 million from Puerto
Rico wireless operations, and $142.2 million from Puerto Rico broadband operations).37
B.

Description of Transaction

12.
On November 7, 2008, AT&T and Centennial entered into an Agreement and Plan of
Merger (“Merger Agreement”).38 On November 21, 2008, the Applicants filed a series of applications
pursuant to Sections 214 and 310(d) of the Communications Act of 1934, as amended,39 and Section 2 of
27

Centennial 10-K at 1.

28

Centennial 10-K at 2.

29

Centennial 10-K at 2.

30

Centennial 8-K at 2.

31

Centennial 10-K at 2.

32

Centennial 10-K at 2.

33

Centennial 10-K at 2.

34

Centennial 10-K at 2.

35

Centennial 10-K at 2.

36

Centennial 10-K at 3-4.

37

Centennial 10-K at 34, 36.

38

Centennial, Investor Relations, Press Release, “AT&T to Acquire Centennial Communications, Enhance Service
for Wireless Customers and Businesses” (Nov. 7, 2008) at 1 (“Transaction Press Release”), available at
http://www.ir.centennialwireless.com/releasedetail.cfm?ReleaseID=346485 (last visited Oct. 16, 2009).
39

47 U.S.C. §§ 214, 310(d).
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the Cable Landing License Act.40 In these applications, the Applicants seek Commission approval of the
transfer of control from Centennial to AT&T of licenses, authorizations, and spectrum leasing
arrangements held by Centennial and its subsidiaries.
13.
Pursuant to the Merger Agreement, Independence Merger Sub Inc. (“Merger Sub”), a
newly formed, wholly-owned subsidiary of AT&T, will merge with and into Centennial, with Centennial
continuing as the surviving corporation.41 After consummation of the proposed transaction, Centennial
will be a wholly-owned subsidiary of AT&T.42 Centennial and its subsidiaries will continue to hold all
their FCC authorizations and spectrum leases, and there will be no assignment of licenses or transfer of
direct control of these authorizations.43
14.
As proposed, AT&T will acquire Centennial for $944 million in cash and, upon
consummation of the transaction, Centennial stockholders will receive $8.50 per share.44 Including net
debt, the total enterprise is valued at approximately $2.8 billion.45 The Applicants state that, as a result of
the proposed transaction, AT&T customers “will enjoy a better on-network calling experience in the
current Centennial roaming areas [and Centennial customers] will have access to the wireless network
with the best global coverage and to the nation’s premier lineup of innovative wireless devices, including
iPhone 3G, an AT&T exclusive.”46
C.

Transaction Review Process
1.

Commission Review

15.
Between November 21, 2008 and December 11, 2008, pursuant to Sections 214 and
310(d) of the Communications Act of 1934, as amended,47 and Section 2 of the Cable Landing License
Act,48 the Applicants filed a series of applications seeking Commission approval of the proposed transfer
of control of licenses and spectrum leasing arrangements held by Centennial and its subsidiaries from
Centennial to AT&T. The Applicants also filed applications, pursuant to Section 214 of the
Communications Act,49 seeking consent to the transfer of control of four international and one domestic
Section 214 authorizations to AT&T.50 On December 16, 2008, the Commission released a public notice

40

Id. § 35; see generally An Act Relating to the Landing and Operation of Submarine Cables in the United States,
47 U.S.C. §§ 34-39 (“Cable Landing License Act”).
41

Application, Description of Transaction, Public Interest Showing and Related Demonstrations (filed Nov. 21,
2008) (“Application, Public Interest Statement”) at 2.
42

Application, Public Interest Statement at 2-3.

43

Application, Public Interest Statement at 3.

44

Transaction Press Release at 1.

45

Transaction Press Release at 1.

46

Transaction Press Release at 1.

47

47 U.S.C. §§ 214, 310(d).

48

Id. § 35.

49

47 U.S.C. § 214.

50

File Nos. ITC-T/C-20081121-00508 (Centennial Communications Corp.), ITC-T/C-20081121-00509 (Centennial
Puerto Rico Operations Corp. (“CPROC”)), and ITC-T/C-20081121-00510 (Centennial Puerto Rico License Corp.)
seek Commission approval for the transfer of international Section 214 authorizations from Centennial to AT&T.
The Applicants have also filed an application to transfer control of the domestic Section 214 authority held by
Centennial’s subsidiary, Centennial Puerto Rico Operations Corp. (“CPROC”), to AT&T.

6
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seeking comment on the proposed transaction.51 The Comment Public Notice established a pleading
cycle for the applications, with petitions to deny due January 15, 2009, oppositions due January 26, 2009,
and replies due February 2, 2009.52
16.
In response to the Comment Public Notice, the Commission received three petitions to
deny, filed by Cellular South, Inc. (“Cellular South”), Cincinnati Bell Wireless LLC (“Cincinnati Bell”),
and NEATT Wireless LLC (“NEATT”),53 and two comments, filed by the Rural Cellular Association
(“RCA”) and Sprint Nextel Corporation (“Sprint Nextel”),54 by the January 15, 2009 deadline. Cellular
South also filed a petition for reconsideration requesting that the Commission reconsider its decision, in
the Comment Public Notice, to use permit-but-disclose ex parte procedures for the proceeding.55 The
Applicants filed a Joint Opposition on January 26, 2009.56 On February 2, 2009, the Commission
received replies to the Joint Opposition from Cellular South,57 Cincinnati Bell, and Sprint Nextel.58
17.
Confidential Materials. On March 3, 2009, the Wireless Telecommunications Bureau
(“Bureau”) issued a Protective Order to ensure that any confidential or proprietary documents submitted
to the Commission would be adequately protected from public disclosure and announcing the process by
which interested parties could gain access to confidential information filed in the record.59 The Bureau
received acknowledgements pursuant to the Protective Order from two individuals seeking to review
certain proprietary or confidential information contained in the record.60 On May 27, 2009, the Bureau
51

See AT&T Inc. and Centennial Communications Corp. Seek FCC Consent to Transfer Control of Licenses,
Leasing Arrangements, and Authorizations, WT Docket No. 08-246, Public Notice, 23 FCC Rcd 17966 (2008)
(“Comment Public Notice”).
52

See id.

53

Petition to Deny of Cellular South, Inc., filed Jan. 15, 2009 (“Cellular South Petition”); Petition of Cincinnati Bell
Wireless LLC to Condition Consent or Deny Application, filed Jan. 15, 2009 (“Cincinnati Bell Petition”); Petition to
Deny of NEATT Wireless, LLC, filed Jan. 15, 2009 (“NEATT Petition”).
54

Comments of the Rural Cellular Association, filed Jan. 15, 2009 (“RCA Comments”); Comments of Sprint Nextel
Corporation, filed Jan. 15, 2009 (“Sprint Nextel Comments”).
55

Petition for Reconsideration of Cellular South, Inc., filed Jan. 15, 2009 (“Cellular South Petition for
Reconsideration”). On January 23, 2009, Cellular South filed a motion to supplement its petition for reconsideration
and a supplement to its petition for reconsideration. Motion of Cellular South, Inc. for Leave to File a Supplement
to Its Petition for Reconsideration, filed Jan. 23, 2009 (“Cellular South Motion to Supplement”); Supplement to
Petition for Reconsideration of Cellular South, Inc., filed Jan. 23, 2009 (“Cellular South Reconsideration
Supplement”).
56

Joint Opposition of AT&T Inc. and Centennial Communications Corp. to Petitions to Deny or Condition Consent,
and Reply to Comments and Petition for Reconsideration, filed Jan. 26, 2009 (“Joint Opposition”).
57

Cellular South filed two replies to the Joint Opposition. Reply of Cellular South, Inc. to Joint Opposition to
Petition to Deny, filed Feb. 2, 2009 (“Cellular South Reply to Petition”); Reply of Cellular South, Inc. to Joint
Opposition to Petition for Reconsideration, filed Feb. 2, 2009 (“Cellular South Reply to Petition for
Reconsideration”)
58

Reply of Cincinnati Bell Wireless LLC to Joint Opposition of AT&T Inc. and Centennial Communications Corp.
to Petitions to Deny or Condition Consent, filed Feb. 2, 2009 (“Cincinnati Bell Reply”); Reply Comments of Sprint
Nextel Corporation, filed Feb. 2, 2009 (“Sprint Nextel Reply”).
59

Applications of AT&T Inc. and Centennial Communications Corp. For Consent to Transfer Control of Licenses,
Authorizations, and Spectrum Leasing Arrangements, WT Docket No. 08-246, Protective Order, 24 FCC Rcd 2900
(WTB 2009) (“Protective Order”).
60

Letter from Scott Feira, Arnold & Porter LLP, counsel for AT&T Inc., to Marlene H. Dortch, Secretary, Federal
Communications Commission (Sept. 21, 2009).
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released a second protective order, as requested by the Applicants,61 to provide additional protection to
those documents contained in AT&T’s and Centennial’s response to the first information request
considered to be highly sensitive and confidential.62
18.
On March 3, 2009, the Bureau released a public notice announcing that Numbering
Resource Utilization and Forecast (“NRUF”) reports and local number portability (“LNP”) data for all
wireless telecommunications providers as of December 31, 2006, June 30, 2007, and December 31, 2007
would be placed into the record and adopted a protective order pursuant to which the Applicants and third
parties would be allowed to review the specific NRUF reports and LNP data placed into the record.63 On
June 10, 2009, the Bureau released an additional public notice announcing that the NRUF reports and
LNP data for all wireless telecommunications providers as of December 31, 2008 would be placed into
the record, subject to the provisions of the NRUF Protective Order.64 The Bureau received
acknowledgements pursuant to the NRUF Protective Order from eleven individuals seeking to review the
NRUF and LNP data that is in the record.65
19.
Commission Requests for Documents and Information. On April 30, 2009, pursuant to
Section 308(b) of the Communications Act,66 the Bureau requested a number of documents and additional
information from the Applicants by May 15, 2009.67 Among other things, the Bureau asked the
Applicants to provide further information regarding the public interest benefits of the transaction,
61

Letter from Joan Marsh, AT&T Inc., and Jonathan V. Cohen, Wilkinson Barker Knauer LLP, Counsel for
Centennial Communications Corp., to Marlene H. Dortch, Secretary, Federal Communications Commission (May
15, 2009); Letter from Peter J. Schildkraut, Arnold & Porter LLP, Counsel for AT&T Inc., and Jonathan V. Cohen,
Wilkinson Barker Knauer LLP, Counsel for Centennial Communications Corp., to Marlene H. Dortch, Secretary,
Federal Communications Commission (May 18, 2009); Letter from Peter J. Schildkraut, Arnold & Porter LLP,
Counsel for AT&T Inc., and Jonathan V. Cohen, Wilkinson Barker Knauer LLP, Counsel for Centennial
Communications Corp., to Marlene H. Dortch, Secretary, Federal Communications Commission (May 21, 2009).
62

Applications of AT&T Inc. and Centennial Communications Corp. For Consent to Transfer Control of Licenses,
Authorizations, and Spectrum Leasing Arrangements, WT Docket No. 08-246, Second Protective Order, 24 FCC
Rcd 7182 (WTB 2009) (“Second Protective Order”).
63

Applications of AT&T Inc. and Centennial Communications Corp. For Consent to Transfer Control of Licenses,
Authorizations, and Spectrum Leasing Arrangements – Numbering Resource Utilization and Forecast (NRUF)
Reports and Local Number Portability Reports Placed Into the Record, Subject to Protective Order, WT Docket No.
08-246, CC Docket No. 99-200, Public Notice, 24 FCC Rcd 2910 (WTB 2009); Applications of AT&T Inc. and
Centennial Communications Corp. For Consent to Transfer Control of Licenses, Authorizations, and Spectrum
Leasing Arrangements, WT Docket No. 08-246, CC Docket No. 99-200, Protective Order, 24 FCC Rcd 2913 (WTB
2009) (“NRUF Protective Order”).
64

Applications of AT&T Inc. and Centennial Communications Corp. For Consent to Transfer Control of Licenses,
Authorizations, and Spectrum Leasing Arrangements – Numbering Resource Utilization and Forecast (NRUF)
Reports and Local Number Portability Reports Placed Into the Record, Subject to Protective Order, WT Docket No.
08-246, CC Docket No. 99-200, Public Notice, 24 FCC Rcd 7801 (WTB 2009).
65

Letter from Scott Feira, Arnold & Porter LLP, counsel for AT&T Inc., to Marlene H. Dortch, Secretary, Federal
Communications Commission (Mar. 13, 2009); Letter from Jonathan V. Cohen, Wilkinson Barker Knauer LLP,
counsel for Centennial Communications Corp., to Marlene H. Dortch, Secretary, Federal Communications
Commission (Mar. 17, 2009); Letter from Jonathan V. Cohen, Wilkinson Barker Knauer LLP, counsel for
Centennial Communications Corp., to Marlene H. Dortch, Secretary, Federal Communications Commission (Mar.
18, 2009).
66

47 U.S.C. § 308(b).

67

Letter from James D. Schlichting, Acting Chief, Wireless Telecommunications Bureau, Federal Communications
Commission, to William R. Drexel, AT&T Inc., and Jonathan V. Cohen, Wilkinson Barker Knauer LLP (April 30,
2009) (“Information Request I”).
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including license and network coverage, network integration and the transition of customers, services
provided, service plans and handset availability, timelines for roll out of 3G and 4G technologies, and the
merged entity’s improved disaster preparedness.68 The Bureau also requested information about the
Applicants’ number of subscribers, coverage, and post-transaction plans for Centennial’s CDMA network
in Puerto Rico and for information regarding the relationship between AT&T and América Móvil.69 On
May 15, 2009, the Applicants requested an extension until May 19, 2009 to submit a response to the
Commission’s request,70 and they filed a letter, dated May 19, 2009, requesting a further extension to file
the response to the information request one business day after the release of the Second Protective
Order.71 The Applicants provided responsive documents and information on May 28, 2009,72 some of
which was provided subject to the provisions of the Protective Order and the Second Protective Order.73
20.
On April 30, 2009, the Bureau also sent requests for information to the other wireless
telephony/broadband service providers in Puerto Rico and the U.S. Virgin Islands.74 These Third Party
Requests requested information regarding each company’s number of subscribers and coverage areas in
Puerto Rico and the U.S. Virgin Islands.75 The responses to these information requests were due on May
15, 2009. Sprint Nextel, PRWireless, Inc., and Vitelcom Cellular, Inc. filed their responses on or before
May 15, 2009.76 On May 15, 2009, T-Mobile requested an extension until May 22, 2009,77 and filed its

68

See id. at Attachment.

69

See id.

70

Letter from Joan Marsh, AT&T Inc., and Jonathan Cohen, Wilkinson Barker Knauer LLP, Counsel for Centennial
Communications Corp., to Marlene H. Dortch, Secretary, Federal Communications Commission (May 15, 2009).
71

Letter from Jeanine Poltronieri, AT&T Inc., and Jonathan Cohen, Wilkinson Barker Knauer LLP, Counsel for
Centennial Communications Corp., to Marlene H. Dortch, Secretary, Federal Communications Commission (May
19, 2009).
72

See generally Information Request I Response.

73

See id. at 1.

74

Letter from James D. Schlichting, Acting Chief, Wireless Telecommunications Bureau, Federal Communications
Commission, to Luis Omar Rivera Zayas and Brian Clark, PRWireless, Inc., and Carl W. Northrop, Paul, Hastings,
Janofsky & Walker, LLP (April 30, 2009) (“PRWireless Information Request”); Letter from James D. Schlichting,
Acting Chief, Wireless Telecommunications Bureau, Federal Communications Commission, to Walter Arroyo,
Puerto Rico Telephone Company, Inc., and Alejandro Cantu Jiménez, América Móvil, S.A.B. de C.V. (April 30,
2009) (“PRTC/América Móvil Information Request”); Letter from James D. Schlichting, Acting Chief, Wireless
Telecommunications Bureau, Federal Communications Commission, to Lawrence R. Krevor, Sprint Nextel
Corporation, and Ray Rothermel, Sprint Nextel Corporation (April 30, 2009) (“Sprint Nextel Information Request”);
Letter from James D. Schlichting, Acting Chief, Wireless Telecommunications Bureau, Federal Communications
Commission, to Dan Menser, T-Mobile USA, Inc., and Thomas J. Sugrue, T-Mobile USA, Inc. (April 30, 2009)
(“T-Mobile Information Request”); Letter from James D. Schlichting, Acting Chief, Wireless Telecommunications
Bureau, Federal Communications Commission, to Milton Wuischpard, Vitelcom Cellular, Inc., and Gregory J. Vogt,
Law Offices of Gregory J. Vogt, PLLC (April 30, 2009) (“Vitelcom Information Request”).
75

See PRWireless Information Request, Attachment at 1; PRTC/América Móvil Information Request, Attachment at
1; Sprint Nextel Information Request; Attachment at 1; T-Mobile Information Request, Attachment at 1; Vitelcom
Information Request, Attachment at 1.
76

Letter from Michael Lazarus, Paul, Hastings, Janofsky & Walker LLP, Counsel to PRWireless, Inc., to Marlene
H. Dortch, Secretary, Federal Communications Commission (May 8, 2009); Letter from Robert H. McNamara,
Director, Spectrum Management, Sprint Nextel Corporation, to Marlene H. Dortch, Secretary, Federal
Communications Commission (May 14, 2009); Letter from Bennett L. Ross, Wiley Rein LLP, Counsel to Vitelcom
Cellular, Inc., to Marlene H. Dortch, Secretary, Federal Communications Commission (May 15, 2009).
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response on May 22, 2009.78 Puerto Rico Telephone Company, Inc. (“PRTC”)/América Móvil requested
an extension79 and filed the majority of their respective responses on June 1, 2009.80 On June 1, 2009,
PRTC filed a further request for an extension to file coverage maps by June 10, 2009.81 PRTC submitted
its coverage maps on June 10, 2009.82
21.
On September 22, 2009, pursuant to Section 308(b) of the Communications Act,83 the
Bureau requested additional documents and information from the Applicants by October 6, 2009.84
Among other things, the Bureau asked the Applicants to provide further information regarding the
relationship between AT&T and América Móvil, including details about the MSA.85 It further requested
additional information concerning the AT&T integration planning process and its impact on existing
Centennial customers in the continental United States, including whether their handsets will function on
AT&T’s GSM network.86 It also requested additional information about roaming in the continental
United States and Puerto Rico, and the setting of wireless prices in Puerto Rico.87 The Applicants
provided responsive documents and information on September 25, 2009,88 some of which was provided
subject to the provisions of the Protective Order.89 AT&T filed supplemental responses to the
Information Request II on October 19, 2009,90 October 20, 2009,91 and October 29, 2009.92

(Continued from previous page)
77
Letter from Sara F. Leibman, Director, Federal Regulatory Affairs, T-Mobile USA, Inc., to Marlene H. Dortch,
Secretary, Federal Communications Commission (May 15, 2009).
78

Letter from Sara F. Leibman, Director, Federal Regulatory Affairs, T-Mobile USA, Inc., to Marlene H. Dortch,
Secretary, Federal Communications Commission (May 22, 2009).
79

Letter from Michael G. Jones, Wilkie Farr & Gallagher LLP, Counsel to América Móvil, S.A.B. de C.V., to
Marlene H. Dortch, Secretary, Federal Communications Commission (May 12, 2009); Letter from Thomas J. Navin,
Wiley Rein LLP, Counsel to Puerto Rico Telephone Company, Inc., to Marlene H. Dortch, Secretary, Federal
Communications Commission (May 13, 2009).
80

Letter from Michael G. Jones, Wilkie Farr & Gallagher LLP, Counsel to América Móvil, S.A.B. de C.V., to
Marlene H. Dortch, Secretary, Federal Communications Commission (June 1, 2009); Letter from Thomas J. Navin,
Wiley Rein LLP, Counsel to Puerto Rico Telephone Company, Inc., to Marlene H. Dortch, Secretary, Federal
Communications Commission (June 1, 2009).
81

Letter from Thomas J. Navin, Wiley Rein LLP, Counsel to Puerto Rico Telephone Company, Inc., to Marlene H.
Dortch, Secretary, Federal Communications Commission (June 1, 2009).
82

Letter from Thomas J. Navin, Wiley Rein LLP, Counsel to Puerto Rico Telephone Company, Inc., to Marlene H.
Dortch, Secretary, Federal Communications Commission (June 10, 2009).
83

47 U.S.C. § 308(b).

84

Letter from Ruth Milkman, Chief, Wireless Telecommunications Bureau, Federal Communications Commission,
to William R. Drexel, AT&T Inc., and Jonathan V. Cohen, Wilkinson Barker Knauer LLP (Sept. 22, 2009)
(“Information Request II”).
85

See id. at Attachment.

86

See id.

87

See id.

88

See generally Information Request II Response.

89

See id. at 1.

90

See Supplemental Response of AT&T Inc. to General Information Request Dated September 22, 2009, filed
October 19, 2009 (“AT&T Oct. 19, 2009 Supplemental Response to Information Request II”).

10

Federal Communications Commission

FCC 09-97

22.
AT&T Letter of Commitment. On October 22, 2009, AT&T filed a letter making a
number of commitments in order to expedite approval of the subject transaction.93 These commitments
concern roaming matters, the provision of services under the MSA, the seconding of AT&T employees to
América Móvil, extension of the existing firewall to include Puerto Rico wireline and TracFone Wireless,
Inc. (“TracFone”) prepaid wireless operations, AT&T’s representatives on the Board of Directors of
América Móvil, and the appointment of a compliance officer and related compliance filings. These
commitments are discussed in more detail below, and a copy of the AT&T Letter of Commitment is
attached as Appendix C hereto.
2.

Department of Justice Review

23.
The Antitrust Division of the United States Department of Justice (“DOJ”) reviews
telecommunications mergers pursuant to Section 7 of the Clayton Act, which prohibits mergers that may
substantially lessen competition.94 The Antitrust Division’s review is limited solely to an examination of
the competitive effects of the acquisition, without reference to national security, law enforcement, or
other public interest considerations. The Antitrust Division reviewed the proposed merger between
AT&T and Centennial, and the DOJ concluded that the proposed merger was likely to substantially lessen
competition in certain markets where AT&T and Centennial are among the most significant
competitors,95 and entered into a settlement with the Applicants designed to eliminate the anticompetitive
effects of the transaction in these markets.96 On October 13, 2009, the DOJ filed a series of documents,
including a complaint and preservation of assets stipulation and order, with the United States District
Court for the District of Columbia (“D.C. District Court”) reflecting this settlement,97 and the Applicants,
the DOJ, and the State of Louisiana jointly filed a proposed Final Judgment with the D.C. District

(Continued from previous page)
91
See Supplemental Response of AT&T Inc. to General Information Request Dated September 22, 2009, filed
October 20, 2009 (“AT&T Oct. 20, 2009 Supplemental Response to Information Request II”).
92

See Supplemental Response of AT&T Inc. to General Information Request Dated September 22, 2009, filed
October 29, 2009 (“”).
93

Letter from Joan Marsh, AT&T, Inc., to Ruth Milkman, Chief, Wireless Telecommunications Bureau (Oct. 22,
2009), at 2 (“AT&T Letter of Commitment”). The commitments are contained in Attachment A to the letter.
94

15 U.S.C. § 18. The DOJ does not review mergers below certain statutorily mandated dollar thresholds, which
are currently approximately $63 million (where certain other factors are present) and $252 million. 15 U.S.C. § 18a.
95

See United States of America and State of Louisiana v. AT&T, Inc. and Centennial Communications Corp.,
Complaint, Case No. 1:09-cv-01932, at 7-9 ¶¶ 17-19 (filed Oct. 13, 2009) (“DOJ AT&T-Centennial Complaint”);
United States of America and State of Louisiana v. AT&T, Inc. and Centennial Communications Corp., Competitive
Impact Statement, Case No. 1:-9-cv-01932, at 7-10 (filed Oct. 13, 2009) (“DOJ AT&T-Centennial Competitive
Impact Statement”); Justice Department Requires Divestitures in AT&T’s Acquisition of Centennial; Divestitures in
Eight Cellular Marketing Areas Will Preserve Competition for Mobile Wireless Customers in Louisiana and
Mississippi, News Release (Oct. 13, 2009), available at http://www.justice.gov/opa/pr/2009/October/09-at1101.html (last visited Oct. 22, 2009).
96

See United States of America and State of Louisiana v. AT&T, Inc. and Centennial Communications Corp.,
Preservation of Assets Stipulation and Order, Case No. 1:09-cv-01932, at 6 (filed Oct. 13, 2009) (“DOJ AT&TCentennial Stipulation and Order”). All DOJ filings regarding this matter are available at
http://www.usdoj.gov/atr/cases/attcentennial.htm.
97

See generally DOJ AT&T-Centennial Complaint; DOJ AT&T-Centennial Competitive Impact Statement; DOJ
AT&T-Centennial Stipulation and Order.
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Court.98 The DOJ will allow the merger to proceed subject to the Applicants’ divestiture of the business
units and related assets of Centennial in eight markets.99
24.
Specifically, under the terms of the settlement between the Applicants and the DOJ,
AT&T and Centennial have agreed to divest certain cellular licenses and related assets used by Centennial
in the operation of its mobile wireless telecommunications services businesses in Lafayette, LA MSA
(CMA174), Alexandria, LA MSA (CMA205), Louisiana RSA 3 (CMA456), Louisiana RSA 5
(CMA458), Louisiana RSA 6 (CMA459), Louisiana RSA 7 (CMA460), Mississippi RSA 8 (CMA500),
and Mississippi RSA 9 (CMA501).100 AT&T and Centennial also agreed to divest Centennial’s mobile
wireless telecommunications services businesses in the Lake Charles MSA (CMA197), if the DOJ, in
consultation with the State of Louisiana, determines that such divestiture is necessary to ensure successful
divestiture in the Lafayette, LA MSA (CMA174), Louisiana RSA 5 (CMA458), Louisiana RSA 6
(CMA459), and Louisiana RSA 7 (CMA460).101 The divested assets will be transferred to a courtappointed management trustee (“Management Trustee”), who will manage them while AT&T seeks a
third-party buyer.102 AT&T has a period of 120 days from consummation of the transaction (which can
be extended for up to 60 days) to sell the assets to a third-party buyer or divest the assets to a divestiture
trustee (“Divestiture Trustee”).103
25.
The settlement also requires that a single purchaser acquire all of the divested business
units and related assets in each of three separate regions.104 These three regions are: Northern Louisiana
(Alexandria, LA MSA (CMA205) and Louisiana RSA 3 (CMA456)); Southern Louisiana (Lafayette, LA
MSA (CMA174), Louisiana RSA 5 (CMA458), Louisiana RSA 6 (CMA459), and Louisiana RSA 7
(CMA460)); and Mississippi (Mississippi RSA 8 (CMA500) and Mississippi RSA 9 (CMA501)).105 The
DOJ states that these “CMAs have been grouped to reflect the fact that carriers frequently are more
competitive where they serve contiguous areas.”106 The DOJ also states that “in deciding on the particular
packages . . . , [it] recognized that combining areas that share a significant community of interest provides
greater assurance that the buyer will be an effective competitor.”107 In recognizing that these packages
could dissuade potential buyers from attempting to acquire the divested business units,108 the DOJ states
98

See United States of America and State of Louisiana v. AT&T, Inc. and Centennial Communications Corp.,
Proposed Final Judgment, Case No. 1:09-cv-01932 (filed Oct. 13, 2009) (“DOJ AT&T-Centennial Proposed Final
Judgment”).
99

See DOJ AT&T-Centennial Proposed Final Judgment at 3-6, 7-11; DOJ AT&T-Centennial Complaint at 2; DOJ
AT&T-Centennial Competitive Impact Statement at 10-13.
100

See DOJ AT&T-Centennial Proposed Final Judgment at 3-6, 7-11; DOJ AT&T-Centennial Competitive Impact
Statement at 10-13.
101

See DOJ AT&T-Centennial Proposed Final Judgment at 3-4; DOJ AT&T-Centennial Competitive Impact
Statement at 10-11.
102

See DOJ AT&T-Centennial Stipulation and Order at 8-13.

103

See DOJ AT&T-Centennial Proposed Final Judgment at 7-8.

104

See DOJ AT&T-Centennial Proposed Final Judgment at 11; DOJ AT&T-Centennial Competitive Impact
Statement at 11.
105

See DOJ AT&T-Centennial Proposed Final Judgment at 11; DOJ AT&T-Centennial Competitive Impact
Statement at 11.
106

DOJ AT&T-Centennial Competitive Impact Statement at 11.

107

Id. at 12.

108

Id.
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that it struck “a balance between these potential issues by creating bundles that are geographically linked
but allowing potential buyers to effectively suggest larger packages by bidding conditionally on multiple
packages.”109 Further, the DOJ has the sole discretion, upon consultation with the State of Louisiana that
joined in the settlement, to “allow even smaller packages of assets as appropriate to ensure a successful
divestiture.”110
26.
On October 21, 2009, the D.C. District Court signed and entered the Preservation of
Assets Stipulation and Order.
III.

STANDARD OF REVIEW AND PUBLIC INTEREST FRAMEWORK

27.
Pursuant to Sections 214(a) and 310(d) of the Communications Act, we must determine
whether the Applicants have demonstrated that the proposed transfer of control of licenses,
authorizations, and spectrum leasing arrangements will serve the public interest, convenience, and
necessity.111 In making this assessment, we first assess whether the proposed transaction complies with
the specific provisions of the Communications Act,112 other applicable statutes, and the Commission’s
rules.113 If the transaction does not violate a statute or rule, we next consider whether it could result in
public interest harms by substantially frustrating or impairing the objectives or implementation of the
Communications Act or related statutes.114 We then employ a balancing test weighing any potential
public interest harms of the proposed transaction against any potential public interest benefits.115 The
Applicants bear the burden of proving, by a preponderance of the evidence, that the proposed transaction,
on balance, will serve the public interest.116 If we are unable to find that the proposed transaction serves
the public interest for any reason, or if the record presents a substantial and material question of fact, we
must designate the application for hearing under Section 309(e) of the Communications Act.117
109

Id.

110

Id.

111

47 U.S.C. §§ 214(a), 310(d).

112

Section 310(d), 47 U.S.C. § 310(d), requires that we consider the applications as if the proposed transferee were
applying for the licenses directly under Section 308 of the Act, 47 U.S.C. § 308. See, e.g., Applications of Cellco
Partnership d/b/a Verizon Wireless and Atlantis Holdings LLC For Consent to Transfer Control of Licenses,
Authorizations, and Spectrum Manager and De Facto Transfer Leasing Arrangements and Petition for Declaratory
Ruling that the Transaction is Consistent with Section 310(b)(4) of the Communications Act, WT Docket No. 08-95,
Memorandum Opinion and Order and Declaratory Ruling, 23 FCC Rcd 17444, 17460 ¶ 26 (2008) (“Verizon
Wireless-ALLTEL Order”); Sprint Nextel Corporation and Clearwire Corporation Applications for Consent to
Transfer Control of Licenses, Leases, and Authorizations, WT Docket No. 08-94, Memorandum Opinion and Order,
23 FCC Rcd 17570, 17578 ¶ 19 (2008) (“Sprint Nextel-Clearwire Order”); Applications of AT&T Wireless
Services, Inc. and Cingular Wireless Corporation, WT Docket No. 04-70, Memorandum Opinion and Order, 19
FCC Rcd 21522, 21542 ¶ 40 (2004) (“Cingular-AT&T Wireless Order”).
113

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17460 ¶ 26; Sprint Nextel-Clearwire Order, 23 FCC
Rcd at 17578-79 ¶ 19; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21542-43 ¶ 40.
114

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17460 ¶ 26; Sprint Nextel-Clearwire Order, 23 FCC
Rcd at 17578-79 ¶ 19; Applications of Nextel Communications, Inc. and Sprint Corporation, WT Docket No. 05-63,
Memorandum Opinion and Order, 20 FCC Rcd 13967, 13976 ¶ 20 (2005) (“Sprint-Nextel Order”).
115

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17460 ¶ 26; Sprint Nextel-Clearwire Order, 23 FCC
Rcd at 17579 ¶ 19; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21543 ¶ 40.
116

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17461 ¶ 26; Sprint Nextel-Clearwire Order, 23 FCC
Rcd at 17579 ¶ 19; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21543 ¶ 40.
117

47 U.S.C. § 309(e). See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17461 ¶ 26; Sprint NextelClearwire Order, 23 FCC Rcd at 17580 ¶ 19; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21543-44 ¶ 40.
(continued….)
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28.
Our public interest evaluation also necessarily encompasses the “broad aims of the
Communications Act,” which include, among other things, a deeply rooted preference for preserving and
enhancing competition in relevant markets, accelerating private sector deployment of advanced services,
promoting a diversity of license holdings, and generally managing the spectrum in the public interest.118
Our public interest analysis may also entail assessing whether the proposed transaction will affect the
quality of communications services or will result in the provision of new or additional services to
consumers.119 In conducting this analysis, we may consider technological and market changes, and the
nature, complexity, and speed of change of, as well as trends within, the communications industry.120
29.
Our competitive analysis, which forms an important part of the public interest evaluation,
is informed by, but not limited to, traditional antitrust principles.121 The Commission and the DOJ each
have independent authority to examine the competitive impacts of proposed communications mergers and
transactions involving transfers of Commission licenses, but the standards governing the Commission’s
competitive review differ somewhat from those applied by the DOJ.122 Like the DOJ, the Commission
considers how a transaction will affect competition by defining a relevant market, looking at the market
power of incumbent competitors, and analyzing barriers to entry, potential competition and the
efficiencies, if any, that may result from the transaction. The DOJ, however, reviews telecommunications
mergers pursuant to Section 7 of the Clayton Act, and if it wishes to block a merger, it must demonstrate
to a court that the merger may substantially lessen competition or tend to create a monopoly.123 Under the
Commission’s review, the Applicants must show that the transaction will serve the public interest;
otherwise the application is set for hearing. The DOJ’s review is also limited solely to an examination of
the competitive effects of the acquisition, without reference to diversity, localism, or other public interest
considerations.124 The Commission’s competitive analysis under the public interest standard is somewhat
broader, for example, considering whether a transaction will enhance, rather than merely preserve,

(Continued from previous page)
Section 309(e)’s requirement applies only to those applications to which Title III of the Act applies, i.e., radio
station licenses. We are not required to designate for hearing applications for the transfer or assignment of Title II
authorizations when we are unable to find that the public interest would be served by granting the applications, see
ITT World Communications, Inc. v. FCC, 595 F.2d 897, 901 (2d Cir. 1979), but of course may do so if we find that
a hearing would be in the public interest.
118

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17461 ¶ 27; Sprint Nextel-Clearwire Order, 23 FCC
Rcd at 17580 ¶ 20; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21544 ¶ 41.
119

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17461 ¶ 27; Sprint Nextel-Clearwire Order, 23 FCC
Rcd at 17580 ¶ 20; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21544 ¶ 41.
120

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17461 ¶ 27; Sprint Nextel-Clearwire Order, 23 FCC
Rcd at 17580 ¶ 20; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21544 ¶ 41.
121

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17461 ¶ 28; Sprint Nextel-Clearwire Order, 23 FCC
Rcd at 17580 ¶ 21; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21544 ¶ 42.
122

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17462 ¶ 28; Sprint Nextel-Clearwire Order, 23 FCC
Rcd at 17580 ¶ 21; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21544 ¶ 42.
123

15 U.S.C. § 18.

124

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17462 ¶ 28; Sprint Nextel-Clearwire Order, 23 FCC
Rcd at 17581 ¶ 21; Applications of Cellco Partnership d/b/a Verizon Wireless and Rural Cellular Corporation For
Consent to Transfer Control of Licenses, Authorizations, and Spectrum Manager Leases, WT Docket No. 07-208,
Memorandum Opinion and Order and Declaratory Ruling, 23 FCC Rcd 12463, 12479-80 ¶ 29 (2008) (“Verizon
Wireless-RCC Order”).
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existing competition, and takes a more extensive view of potential and future competition and its impact
on the relevant market.125
30.
Our analysis recognizes that a proposed transaction may lead to both beneficial and
harmful consequences.126 For instance, combining assets may allow a firm to reduce transaction costs and
offer new products, but it may also create market power, create or enhance barriers to entry by potential
competitors, and create opportunities to disadvantage rivals in anticompetitive ways.127 Our public
interest authority enables us, where appropriate, to impose and enforce narrowly tailored, transactionspecific conditions that ensure that the public interest is served by the transaction.128 Section 303(r) of the
Communications Act authorizes the Commission to prescribe restrictions or conditions not inconsistent
with law that may be necessary to carry out the provisions of the Act.129 Similarly, Section 214(c) of the
Act authorizes the Commission to attach to the certificate “such terms and conditions as in its judgment
the public convenience and necessity may require.”130 Indeed, unlike the role of antitrust enforcement
agencies, our public interest authority enables us to rely upon our extensive regulatory and enforcement
experience to impose and enforce conditions to ensure that the transaction will yield overall public
interest benefits.131 Despite this broad authority, generally the Commission has held that it will impose
conditions only to remedy harms that arise from the transaction (i.e., transaction-specific harms) and that
are related to the Commission’s responsibilities under the Communications Act and related statutes.132
Thus, we generally will not impose conditions to remedy pre-existing harms or harms that are unrelated to
the transaction.133
IV.

QUALIFICATIONS OF APPLICANTS

31.
As noted previously, when evaluating applications for consent to transfer control of
licenses, authorizations, and spectrum leasing arrangements, Section 310(d) of the Communications Act
requires the Commission to determine whether the proposed transaction will serve “the public interest,
convenience and necessity.”134 Among the factors the Commission considers in its public interest review
125

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17462 ¶ 28; Sprint Nextel-Clearwire Order, 23 FCC
Rcd at 17581 ¶ 21; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21545 ¶ 42.
126

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17462 ¶ 29; Sprint Nextel-Clearwire Order, 23 FCC
Rcd at 17581 ¶ 22; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21545 ¶ 42.
127

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17462 ¶ 29; Sprint Nextel-Clearwire Order, 23 FCC
Rcd at 17581 ¶ 22; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21545 ¶ 42.
128

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17462 ¶ 29; Sprint Nextel-Clearwire Order, 23 FCC
Rcd at 17581 ¶ 22; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21545 ¶ 43.
129

47 U.S.C. § 303(r). See also, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17463 ¶ 29; Sprint NextelClearwire Order, 23 FCC Rcd at 17581 ¶ 22; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21545 ¶ 43.
130

47 U.S.C. § 214(c). See also, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17463 ¶ 29; Sprint NextelClearwire Order, 23 FCC Rcd at 17581 ¶ 22; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21545 ¶ 43.
131

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17463 ¶ 29; Sprint Nextel-Clearwire Order, 23 FCC
Rcd at 17581-82 ¶ 22; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21545 ¶ 43. See also Schurz
Communications, Inc. v. FCC, 982 F.2d 1043, 1049 (7th Cir. 1992) (discussing Commission’s authority to trade off
reduction in competition for increase in diversity in enforcing public interest standard).
132

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17463 ¶ 29; Sprint Nextel-Clearwire Order, 23 FCC
Rcd at 17582 ¶ 22; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21546 ¶ 43.
133

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17463 ¶ 29; Sprint Nextel-Clearwire Order, 23 FCC
Rcd at 17582 ¶ 22; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21546 ¶ 43.
134

47 U.S.C. § 310(d).
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is whether the applicant for a license has the requisite “citizenship, character, financial, technical, and
other qualifications.”135 Therefore, as a threshold matter, the Commission must determine whether the
applicants to the proposed transaction meet the requisite qualifications to hold and transfer licenses under
Section 310(d) of the Act and the Commission’s rules.136
32.
In determining whether applicants have the requisite character to be Commission
licensees, we look to the Commission's character policy initially developed in the broadcast area as
guidance in resolving similar questions in common carrier license transfer proceedings.137 Under this
policy, the Commission previously has stated that it will review allegations of misconduct directly before
it,138 as well as conduct that takes place outside of the Commission.139 With respect to Commissionrelated conduct, the Commission has stated that all violations of provisions of the Act, or of the
Commission’s rules or polices, are predictive of an applicant’s future truthfulness and reliability, and thus
have a bearing on an applicant’s character qualifications.140 The Commission previously has determined
that in its review of character issues, it will consider forms of adjudicated, non-Commission related
misconduct that include: (1) felony convictions; (2) fraudulent misrepresentations to governmental units;
and (3) violations of antitrust or other laws protecting competition.141
33.
When evaluating transfers of control or assignments under Section 310(d), the
Commission does not, as a general rule, re-evaluate the qualifications of the transferor, unless issues
related to basic qualifications have been designated for hearing by the Commission or have been
135

Id. §§ 308, 310(d). See also, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17464 ¶ 31; Sprint NextelClearwire Order, 23 FCC Rcd at 17582 ¶ 23; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21546 ¶ 44.
136

See 47 U.S.C. § 310(d); 47 C.F.R. § 1.948; see also, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at
17464 ¶ 31; Sprint Nextel-Clearwire Order, 23 FCC Rcd at 17582 ¶ 23; Cingular-AT&T Wireless Order, 19 FCC
Rcd at 21546 ¶ 44.
137

See, e.g., WorldCom, Inc. and Its Subsidiaries (Debtors-in-Possession), Transferor, and MCI, Inc., Transferee,
WC Docket No. 02-215, Memorandum Opinion and Order, 18 FCC Rcd. 26484, 26493 ¶ 13 (2003). See also
Policy Regarding Character Qualifications in Broadcast Licensing, Amendment of Rules of Broadcast Practice and
Procedure Relating to Written Responses to Commission Inquiries and the Making of Misrepresentations to the
Commission by Permittees and Licensees, Report, Order and Policy Statement, 102 F.C.C.2d 1179, 1210-11 ¶¶ 6061 (1986) (“1986 Character Policy Statement”); Memorandum Opinion and Order, 1 FCC Rcd 421 (1986); Policy
Regarding Character Qualifications in Broadcast Licensing, Amendment of Part 1, the Rules of Practice and
Procedure, Relating to Written Responses to Commission Inquiries and the Making of Misrepresentations to the
Commission by Applicants, Permittees, and Licensees, and the Reporting of Information Regarding Character
Qualifications, Policy Statement and Order, 5 FCC Rcd 3252 (1990) (“1990 Character Policy Statement”),
Memorandum Opinion and Order, 6 FCC Rcd 3448 (1991), Memorandum Opinion and Order, 7 FCC Rcd 6564
(1992). The Commission applies its broadcast character standards to applicants and licensees in the other radio
services. See, e.g., 1990 Character Policy Statement, 5 FCC Rcd at 3253 ¶ 10 (adopting 47 C.F.R. § 1.17 to apply
prohibition against misrepresentations and material omissions to applicants, licensees, and permittees in all radio
services).
138

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17464 ¶ 32; Sprint Nextel-Clearwire Order, 23 FCC
Rcd at 17582-83 ¶ 23; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21548 ¶ 47.
139

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17464 ¶ 32; Sprint Nextel-Clearwire Order, 23 FCC
Rcd at 17583 ¶ 23; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21548 ¶ 47.
140

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17464 ¶ 32; Verizon Wireless-RCC Order, 23 FCC
Rcd at 12478 n.119; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21548 ¶ 47; 1986 Character Policy Statement,
102 F.C.C. 2d at 1209-10 ¶ 57.
141

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17464-65 ¶ 32; Verizon Wireless-RCC Order, 23 FCC
Rcd at 12478 n.120; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21548 ¶ 47.
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sufficiently raised in petitions to warrant the designation of a hearing.142 No issues have been raised with
respect to the basic qualifications of Centennial to hold Commission licenses, and we see no reason to reevaluate its qualifications in considering the transaction before us. Conversely, Section 310(d) obligates
the Commission to consider whether the proposed transferee is qualified to hold Commission licenses.143
No issues have been raised with respect to the basic qualifications of the transferee, AT&T, which has
repeatedly been found qualified to hold Commission licenses. We therefore find that there is no reason to
re-evaluate the basic qualifications of AT&T at this time.
V.

COMPETITIVE ANALYSIS

34.
Our competitive analysis of the proposed transaction considers the potential competitive
effects that might result from the proposed transaction.144 We begin our competitive analysis by
determining the appropriate market definitions for this transaction,145 including a determination of the
product market, geographic markets, market participants, and the input market for spectrum available for
the provision of mobile telephony/broadband services. We next determine whether there is a significant
increase in horizontal market concentration as a result of the proposed transaction. Transactions that do
not significantly increase concentration or do not result in a concentrated market ordinarily require no
further analysis of their horizontal impact. In analyzing concentration levels, we apply a two-part initial
“screen” to identify those local markets in which no competitive harm clearly arises from the transaction.
The first part of the screen considers changes in market concentration in the provision of “mobile
telephony/broadband services” as a result of the proposed transaction, and is based on the size of the posttransaction Herfindahl-Hirschman Index (“HHI”) market concentration and the change in the HHI. The
second part of the screen examines the input market for spectrum available on a market-by-market basis
for the provision of “mobile telephony/broadband services.”146 For those markets not eliminated by the
initial screen, we conduct, on a market-by-market basis, an analysis of any potential competitive harms
associated with horizontal concentration, including the potential for both unilateral and coordinated
effects. We also examine other market factors that pertain to competitive effects, including the incentive
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See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17466 ¶ 33; Verizon Wireless-RCC Order, 23 FCC
Rcd at 12477-78 ¶ 27; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21546 ¶ 44. See also Stephen F. Sewell,
Assignment and Transfers of Control of FCC Authorizations under Section 310(d) of the Communications Act of
1934, 43 FED. COMM. L.J. 277, 339-40 (1991). The policy of not approving assignments or transfers when issues
regarding the licensee’s basic qualifications remain unresolved is designed to prevent licensees from evading
responsibility for misdeeds committed during the license period. See id. The hearing designation is required under
Section 309(e) of the Communications Act, 47 U.S.C. § 309(e), only if the record presents a “substantial and
material question of fact” whether grant of the application would serve the public interest, convenience, and
necessity.
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See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17466 ¶ 33; Applications of AT&T Inc. and Dobson
Communications Corporation for Consent to Transfer Control of Licenses and Authorizations, WT Docket No. 07153, Memorandum Opinion and Order, 22 FCC Rcd 20295, 20302-03 ¶ 11 (2007) (“AT&T-Dobson Order”);
Cingular-AT&T Wireless Order, 19 FCC Rcd at 21546 ¶ 44.
144

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17468 ¶ 40; Sprint Nextel-Clearwire Order, 23 FCC
Rcd at 17583 ¶ 24; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21556 ¶ 68; Horizontal Merger Guidelines,
issued by the U.S. Department of Justice and the Federal Trade Commission, at § 0.1, n.6. (Apr. 2, 1992, revised
Apr. 8, 1997) (“DOJ/FTC Merger Guidelines”).
145

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17469 ¶ 42; Sprint Nextel-Clearwire Order, 23 FCC
Rcd at 17583 ¶ 25; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21557 ¶ 70.
146

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17468-69 ¶ 41 n.193; Sprint Nextel-Clearwire Order,
23 FCC Rcd at 17583-17584 ¶ 26; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21552 ¶ 58.
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and ability of other existing firms to react and of new firms to enter the market, in response to attempted
exercises of market power by the merged entity as a result of the merger.147
35.
We note that we recently issued a Notice of Inquiry148 regarding competition in the
mobile wireless ecosystem, seeking new data and input to “shed light on the current state of competition
and provide a basis and foundation for the Commission’s ongoing understanding of the mobile wireless
market.”149 The NOI suggests the possibility that, in light of the record compiled in that proceeding, our
future analysis of the competitive effects of proposed transactions may change. We continue to review
the record in that proceeding, which closed only very recently, and our competitive analysis here does not
take into account evidence submitted in that record.
A.

Market Definitions

36.
We establish at the outset the appropriate market definitions for our evaluation of the
proposed transaction. This includes establishing the product and geographic market definitions that we
will apply. We also discuss the input market for spectrum and identify market participants that would
compete with the proposed merged entity in the provision of mobile telephony/broadband services.
1.

Product Market

37.
We evaluate this proposed transaction using a combined “mobile telephony/broadband
services” product market, which is comprised of mobile voice and data services, including mobile voice
and data services provided over advanced broadband wireless networks (mobile broadband services).150
Mobile telephony/broadband services is the relevant product market because it includes not only the
traditional wireless services identified in older transactions but also encompasses the recent significant
advances in mobile broadband services technology that is rapidly evolving for next-generation services.
The market for mobile telephony/broadband services includes mobile voice and data services provided
over wireless broadband networks, as well as mobile voice and data services provided over less advanced,
earlier generation (e.g., 2G, 2.5G) legacy wireless networks. In addition, the market includes a wide array
of mobile data services, ranging from handset-based mobile data services marketed primarily as an addon to mobile voice services to standalone mobile Internet access services for laptop users. We find that
both AT&T and Centennial provide services in the product market for mobile telephony/broadband
services. No party in the proceeding challenged the mobile telephony/broadband definition, and we will
apply this definition in our analysis of this transaction. Accordingly, our analysis herein focuses only on
the potential competitive effects that relate to the mobile telephony/broadband services market.
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Horizontal transactions raise competitive concerns when they reduce the availability of choices to the point that
the resulting firm has the incentive and the ability, either by itself or in coordination with other firms, to raise prices.
The ability to raise prices above competitive levels is generally referred to as “market power.” Market power may
also enable sellers to reduce competition on dimensions other than price, including innovation and service quality.
Absent significant offsetting efficiencies or other public interest benefits, a transaction that creates or enhances
market power or facilitates its use is unlikely to serve the public interest. See, e.g., Verizon Wireless-ALLTEL
Order, 23 FCC Rcd at 17468 ¶ 40; Sprint Nextel-Clearwire Order, 23 FCC Rcd at 17583 ¶ 24; Cingular-AT&T
Wireless Order, 19 FCC Rcd at 21556-57 ¶ 68-69; DOJ/FTC Merger Guidelines § 0.1, n.6.
148

See generally Implementation of Section 6002(b) of the Omnibus Budget Reconciliation Act of 1993; Annual
Report and Analysis of Competitive Market Conditions With Respect to Mobile Wireless including Commercial
Mobile Services, WT Docket No. 09-66, Notice of Inquiry, FCC 09-67 (rel. Aug. 27, 2009) (“Competition Report
NOI”).
149

Competition Report NOI at ¶ 2.

150

See Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17469-70 ¶ 45; Sprint Nextel-Clearwire Order, 23 FCC
Rcd at 17583-84 ¶ 26.
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Geographic Market

38.
We conclude that for this transaction, the most appropriate geographic level for market
analysis is comprised of Cellular Market Areas (“CMAs”) and Component Economic Areas (“CEAs”),151
except for Puerto Rico and the U.S. Virgin Islands, as explained further below.
39.
The Applicants argue that the market for mobile telephony/broadband services is national
in scope and that analyzing the transaction in areas as small as CMAs and CEAs would not reflect the
competitive forces that could constrain anticompetitive behavior by the merged entity.152 While the
Applicants acknowledge that the Commission has rejected a national geographic scope in prior
proceedings,153 they argue that on the mainland U.S., AT&T and other national wireless providers
advertise and set prices on a national basis, with very little local or regional variation in pricing.154
Further, they assert that on the mainland U.S., Centennial looks to the national carriers’ offerings when
setting its prices and offers only national rate plans to new subscribers.155 Thus, they contend local
market conditions on the mainland U.S. are less relevant to AT&T’s competitive strategy than actions
taken by other national wireless providers.156
40.
With regard to the markets in Puerto Rico and the U.S. Virgin Islands, the Applicants
contend that AT&T and all other carriers serving those areas offer unlimited island-wide rate plans.157
The Applicants assert that in both Puerto Rico and the U.S. Virgin Islands, AT&T’s plans and prices
depend less on Centennial’s plans than those of Claro, T-Mobile, and Sprint.158 The Applicants therefore
conclude that the transaction will not reduce the competition that influences AT&T’s pricing and service
offerings.159
151

Because these two sets of geographic areas come from different sides of the equation – demand in one case,
supply in the other – the Commission has found them to be useful cross-checks on each other and, together, they
help ensure that the Commission’s analysis does not overlook local areas that require more detailed analysis. See,
e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17470-71 ¶ 49; Sprint Nextel-Clearwire Order, 23 FCC Rcd
at 17591 ¶ 51; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21567-68 ¶ 105.
CEAs are defined by the Bureau of Economics. CEAs are designed to represent consumers’ patterns of normal
travel for personal and employment reasons and may, therefore, capture areas within which groups of consumers
would be expected to shop for wireless service and service providers have an incentive to market. See Kenneth P.
Johnson, Redefinition of the BEA Economic Areas, SURVEY OF CURRENT BUSINESS, February 1995, at 75.
Conversely, CMAs are the areas in which the Commission initially granted licenses for the cellular service.
Although the partitioning of licenses has altered this structure in many license areas, CMAs represent the fact that
the Commission’s licensing programs have to a certain degree shaped this market by defining the initial areas in
which wireless providers had spectrum on which to base service offerings, and they may therefore serve as a
reasonable proxy for where consumers face the same competitors. See Verizon Wireless-ALLTEL Order, 23 FCC
Rcd at 17470-71 ¶ 49; Sprint Nextel-Clearwire Order, 23 FCC Rcd at 17591 ¶ 51.
152

Application, Public Interest Statement at 28-29.

153

Application, Public Interest Statement at 28.

154

Application, Public Interest Statement at 28-29 (citing Declaration of Francis P. Hunt at ¶¶ 17-18; Declaration of
David A. Christopher at ¶¶ 3-5).
155

Application, Public Interest Statement at 29 (citing Declaration of Hunt at ¶¶ 17-18).

156

Application, Public Interest Statement at 28-29.

157

Application, Public Interest Statement at 29 (citing Declaration of José J. Dávila at ¶ 5).

158

Application, Public Interest Statement at 29 (citing Declaration of Dávila at ¶ 5).

159

Application, Public Interest Statement at 29.
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41.
Discussion. We determine that the geographic market is the area within which a
consumer is most likely to shop for mobile telephony/broadband services.160 For most individuals, this
market will be a local area, as opposed to a larger regional or nationwide area.161 This is because “in
response to a small but not insignificant price increase by providers” that offer service where consumers
live, work or travel, most consumers are unlikely to switch to alternative wireless providers that operate
only outside of such a locality.162 We conclude that with respect to the continental United States, the
most appropriate geographic level for market analysis is comprised of CMAs and CEAs. Further, the
Applicants’ argument that prices are set on a national level, and that consumers shop for national plans
and national rates, does not undercut the finding of a local geographic market.163 We conclude that their
assertions regarding the behavior of nationwide service providers and consumers do not establish the
existence of a national market.164
42.
For Puerto Rico and the U.S. Virgin Islands, we find that the relevant geographic markets
are not CMAs or CEAs. Instead, we find that Puerto Rico and the U.S. Virgin Islands are each a separate
relevant geographic market.165 In this instance, we find that the relevant geographic market is larger than
a CMA or CEA because of the unique characteristics of Puerto Rico and the U.S. Virgin Islands. Both of
these markets are limited in their geographic scope. Puerto Rico is about 3,471 square miles, and the U.S.
Virgin Islands is approximately 133 square miles.166 Because these are island territories, there are no
contiguous markets. Given the limited geographic scope and the isolated nature of these markets, the
potential for competitive harms is likely to be realized over the entire market rather than in smaller, more
localized areas. Also, the six competing mobile telephony/broadband service providers have sufficient
area and population coverage throughout the territory of Puerto Rico.167 Moreover, Applicants state that
all the wireless carriers on the islands offer unlimited island-wide rate plans.168 These pricing plans are
limited to Puerto Rico and the U.S. Virgin Islands, respectively, which are geographic areas that are
significantly smaller than the continental U.S. Given the various factors discussed above, it is likely that
consumers in Puerto Rico have access to the same or very similar mobile telephony/broadband services,
160

Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17472 ¶ 52; Sprint Nextel-Clearwire Order, 23 FCC Rcd at
17591 ¶ 52. See also Cingular-AT&T Wireless Order, 19 FCC Rcd at 21563 ¶ 89.
161

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17472 ¶ 52; Sprint Nextel-Clearwire Order, 23 FCC
Rcd at 17591 ¶ 52; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21563 ¶ 89. See also Implementation of Section
6002(b) of the Omnibus Budget Reconciliation Act of 1993, Annual Report and Analysis of Competitive Market
Conditions with Respect to Commercial Mobile Services, WT Docket No. 08-27, Thirteenth Report, 24 FCC Rcd
6185, 6285 ¶ 212 (WTB 2009) (indicating that the average person shops for mobile communications services in
markets that include place of work, place of residence, and surrounding areas that are economically related; such
areas generally are larger than counties).
162

DOJ/FTC Merger Guidelines §§ 1.11, 1.12.

163

Application, Public Interest Statement at 28.

164

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17472 ¶ 52; Sprint Nextel-Clearwire Order, 23 FCC
Rcd at 17591 ¶ 52; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21562 ¶ 88.
165

Puerto Rico is comprised of 12 CMAs and 2 CEAs. The U.S. Virgin Islands is comprised of 2 CMAs and 1
CEA.
166

GROUND WATER ATLAS of the UNITED STATES, Alaska, Hawaii, Puerto Rico and the U. S. Virgin
Islands, HA 730-N, U.S. Geological Survey, available at http://pubs.usgs.gov/ha/ha730/ch_n/N-PR_VItext1.html
(last visited Oct. 15, 2009).
167

With respect to coverage, we have considered to be “sufficient” – coverage of 70 percent or greater of the
population and 50 percent or more of the area. See AT&T-Dobson Order, 22 FCC Rcd at 20324 n.170.
168

Application, Public Interest Statement at 29 (citing Declaration of Davila at ¶ 5).
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and that they have the ability and incentive to purchase service throughout the entire territory if different
prices or plans are offered at different locations. Thus, for purposes of this transaction, this regional
pricing combined with the unique characteristics of these territories supports our conclusion that Puerto
Rico and the U.S. Virgin Islands are each separate, relevant geographic markets.
3.

Input Market for Spectrum

43.
In evaluating this transaction, we consider the aggregation of spectrum by AT&T. We
analyze spectrum in particular bands that we determine to be “suitable” for the provision of mobile
telephony/broadband services.169 Consistent with our determination of a product market for mobile
telephony/broadband services, we will include all spectrum suitable for the provision of wireless
broadband over broadband networks, in addition to spectrum suitable for mobile voice and data services.
As previously explained by the Commission, suitability is determined by whether the spectrum is capable
of supporting mobile service given its physical properties and the state of equipment technology, whether
the spectrum is licensed with a mobile allocation and corresponding service rules, and whether the
spectrum is committed to another use that effectively precludes its uses for mobile telephony/broadband
service.170 For the purposes of evaluating spectrum aggregation issues associated with this transaction,
we include in both our market-specific spectrum screen as well as our market-by-market analysis those
spectrum bands designated for cellular, PCS, Specialized Mobile Radio (“SMR”), and 700 MHz services,
as well as AWS-1 and Broadband Radio Service (“BRS”) spectrum where available.
44.
The Applicants assert that the Commission should include in its spectrum screen
Educational Broadcasting Service (“EBS”) spectrum that is leased to commercial service providers to
transmit material other than educational programming, Ancillary Terrestrial Component/Mobile Satellite
Service (“ATC/MSS”) spectrum that is being used for mobile services, the 3650-3700 MHz band that
may be used for mobile services, the AWS-2 and -3 spectrum once the service rules for those bands have
been adopted, and the 2.3 GHz Wireless Communications Service (“WCS”) band once its service rules
are amended to permit mobile operations.171 For purposes of this transaction, we decline to include EBS,
ATC/MSS and other spectrum used by satellite providers to offer facilities-based mobile voice and data
services.172 The record in this proceeding does not provide any basis for including these spectrum bands
in our initial screen. Moreover, it is premature to include AWS-2 and -3 bands in our spectrum screen.
The AWS-2 and -3 bands are not available for mobile telephony/broadband services because the
Commission has not promulgated licensing or service rules for these bands.173 Likewise, the Applicants
169

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17473 ¶ 53; Sprint Nextel-Clearwire Order, 23 FCC
Rcd at 17591-92 ¶ 53; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21560-61 ¶ 81.
170

Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17473 ¶ 53; Sprint Nextel-Clearwire Order, 23 FCC Rcd at
17591-92 ¶ 53.
171

Application, Public Interest Statement at 26-27 n.132.

172

Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17479 ¶¶ 67-68; Sprint Nextel-Clearwire Order, 23 FCC Rcd
at 17599-600 ¶¶ 72-73.
173

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17477-78 ¶¶ 62-64 (finding that the AWS-1 spectrum
and certain BRS spectrum should be an input into the spectrum screen on a market-by-market basis because the
spectrum is available to be used by competitors to discipline behavior by the merged firm); Cingular-AT&T
Wireless Order, 19 FCC Rcd at 21560-61 ¶ 81 (finding that suitability is determined by, among other things,
whether the spectrum is licensed with a mobile allocation and corresponding service rules). See also AT&T-Dobson
Order, 22 FCC Rcd at 20312-13 ¶¶ 30-31 (finding that the 700 MHz band is suitable for mobile telephony services
and including it in the spectrum screen because 18 megahertz already had been auctioned and licensed and the
remaining 700 MHz band was to be auctioned in less than a year and a half, therefore making it available to
discipline market power).
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have not shown that the 2.3 GHz WCS band is now suitable for mobile telephony/broadband services174
Thus, we decline to revise our spectrum screen as requested by the Applicants.
4.

Market Participants

45.
In analyzing this transaction, we find that mobile telephony/broadband services offered
by facilities-based providers using cellular, PCS, and SMR spectrum and employing various technologies
offer similar voice and data functionalities and are indistinguishable to the consumer.175 Similarly, to the
extent that entities provide facilities-based mobile telephony/broadband services using 700 MHz, AWS-1,
and BRS spectrum, the Commission also considers them to be market participants.176 We exclude mobile
virtual network operators (MVNO”)s and resellers from consideration when computing initial
concentration measures, although we acknowledge that non-facilities-based service options have an
impact in the marketplace and in some instances may provide additional constraints against
anticompetitive behavior.177 Accordingly, we will consider facilities-based entities providing mobile
telephony/broadband services using cellular, PCS, SMR, 700 MHz, AWS-1, and BRS spectrum to be
market participants.
B.

Initial Screen

46.
In evaluating the competitive effects of this transaction, our initial screen eliminates from
further review those markets in which there is clearly no competitive harm relative to today’s generally
competitive marketplace.178 The initial screen is designed to be conservative and ensure that we do not
exclude from further scrutiny any geographic areas in which the potential for anticompetitive effects
exists. Our initial screen criteria identifies, for further case-by-case market analysis, those markets in
which, post-transaction: (1) the HHI would be greater than 2800 and the change in HHI will be 100 or
greater, or the change in HHI would be 250 or greater, regardless of the level of the HHI, and (2) the
Applicants would have, on a market-by-market basis, a 10 percent or greater interest in 95 megahertz or
more of PCS, SMR, and 700 MHz spectrum, where neither BRS nor AWS-1 spectrum is available; 115
megahertz or more of spectrum, where BRS spectrum is available, but AWS-1 spectrum is not available;
125 megahertz or more of spectrum, where AWS-1 spectrum is available, but BRS spectrum is not
available; or 145 megahertz or more of spectrum where both AWS-1 and BRS spectrum are available.179
A subsequent section examines on a case-by-case analysis those markets identified by the screen, where
potential harm is possible, to determine whether harm is likely and a remedy needed.
174

See, e.g., In the Matter of Consolidated Request of the WCS Coalition for Limited Waiver of Construction
Deadline for 132 WCS Licenses, Request of WCS Wireless LLC for Limited Waiver of Construction Deadline for
16 WCS Licenses, Request of Cellular Inc. for Limited Waiver of Construction Deadlines for Stations KNLB242
and KNLB216 in Guam/Northern Mariana and American Samoa, WT Docket 06-102, Order, 21 FCC Rcd 14134,
14139 ¶ 10 (WTB 2006) (recognizing that the “unique circumstances” of the WCS band impede delivery of wireless
broadband services).
175

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17480-81 ¶ 71; Sprint Nextel-Clearwire Order, 23
FCC Rcd at 17600 ¶ 75 (citing AT&T-Dobson Order, 22 FCC Rcd at 20316 ¶ 36); Cingular-AT&T Wireless Order,
19 FCC Rcd at 21563 ¶ 91).
176

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17480-81 ¶ 71; Sprint Nextel-Clearwire Order, 23
FCC Rcd at 17600-01 ¶ 75.
177

See, e.g., Verizon Wireless-RCC Order, 22 FC Rcd at 12488-89 ¶ 50; Cingular-AT&T Wireless Order, 19 FCC
Rcd at 21563 ¶ 92.
178

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17481 ¶ 75; Sprint Nextel-Clearwire Order, 23 FCC
Rcd at 17601 ¶ 76; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21567 ¶ 108.
179

See discussion supra paras. 43-44.
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47.
For purposes of determining HHIs in this transaction, we use our December 2008 NRUF
database, which tracks phone number usage by all telecommunications service providers, including
wireless service providers, to estimate mobile communication subscribership levels, market shares, and
concentration for various geographic markets on the mainland.180 For HHIs in Puerto Rico and the U.S.
Virgin Islands, we use a combination of NRUF data and data received from providers through our thirdparty data requests.181 Consistent with our discussion of the geographic market definition above, in
calculating market shares and market concentration, we analyze wireless provider data using two sets of
geographic areas, CEAs182 and CMAs for mainland U.S. markets.183 For the territories of Puerto Rico and
the U.S. Virgin Islands, we calculated market share and market concentration on a territory-wide basis.
48.
The Applicants did not identify markets that the initial screens would capture based on
the post-transaction HHI and the change in the HHI, or the change in the HHI alone. The Applicants
attach to their Application a market-by-market analysis of 56 markets and state that the combined
attributable spectrum held by the merged entity would meet or exceed the spectrum aggregation screen in
only two markets.184 Within each market, the Applicants analyzed the amount of spectrum attributable to
AT&T, Centennial and the merged entity following the transaction on a county-by-county basis.185 The
Applicants conclude that given the existing spectrum available to current and potential competitors, there
is no concern that the merged firm’s spectrum aggregation would result in less than an effective
competitive market for next-generation services.186
49.
RCA urges the Commission to require the Applicants to divest spectrum holdings where
AT&T would meet or exceed the spectrum aggregation screen.187 RCA states that the Applicants do not
provide information on competitors providing commercial service to subscribers in the Centennial
markets, and that the Commission must analyze the spectrum holdings at or near the Commission’s
spectrum screen.188 RCA also urges the Commission to require divestiture of spectrum holdings where
the merged entity would hold both cellular licenses in any market.189 RCA states that the acquisition of
180

These data indicate the number of assigned phone numbers that a wireless carrier has in a particular wireline rate
center. Rate centers are geographic areas used by local exchange carriers for a variety of reasons, including the
determination of toll rates. See HARRY NEWTON, NEWTON’S TELECOM DICTIONARY: 19TH EXPANDED & UPDATED
EDITION 660 (July 2003). All mobile wireless providers must report to the FCC the quantity of their phone numbers
that have been assigned to end users, thereby permitting the Commission to calculate the total number of mobile
subscribers. For purposes of geographical analysis, the rate center data can be associated with a geographic point,
and all of those points that fall within a county boundary can be aggregated together and associated with much larger
geographic areas based on counties.
181

See discussion supra para. 20.

182

See supra note 151 for a description of our data analysis on a CEA basis.
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See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17482-83 ¶ 78; Sprint Nextel-Clearwire Order, 23
FCC Rcd at 17591 ¶ 51; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21567 ¶ 104. See discussion justifying the
use of CEAs and CMAs supra note 151.
184

These markets are Jefferson County in CMA 500 Mississippi 8 - Claiborne and Roscommon County in CMA
477 Michigan 6 – Roscommon. See Application, Declaration of Robert D. Willig, Jonathan M. Orszag, and J. Loren
Poulsen at 21 (“Declaration of Willig, Orszag and Poulsen”).
185

See Application, Public Interest Statement, Appendix A, Spectrum Aggregation Chart.
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Application, Declaration of Willig, Orszag and Poulsen at 21.

187

RCA Comments at 3-5.

188

RCA Comments at 4-5.

189

RCA Comments at 2-3.
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Centennial by AT&T would give AT&T both cellular licenses in eight markets.190 RCA opposes any one
entity holding both cellular licenses in a given market and argues that AT&T should not control the
spectrum with the most desirable propagation characteristics.191
50.
In analyzing this transaction, we decline to apply any additional scrutiny beyond a caseby-case review of the facts of the particular markets where spectrum aggregation exceeds our spectrum
screen or involves cellular overlaps. The Commission has previously found that reliance on case-by-case
review for aggregation of spectrum and cellular-cross interests better serves the public interest than
utilizing a prophylactic rule,192 because “case-by-case review [has a] greater degree of flexibility to reach
the appropriate decision in each case, reduced likelihood of prohibiting beneficial transactions or levels of
investment both in urban and rural areas, and ability to account for the particular attributes of a
transaction or market.”193 For this transaction, we examine markets caught by the initial spectrum screen,
based on the specific facts of those markets, to determine any potential harms and whether there is a need
for any remedies.194
51.
Our initial HHI screen identifies a total of 24 CMAs195 and 13 CEAs196 that require
further competitive review, as well as the territories of Puerto Rico and the U.S. Virgin Islands.197 The
initial spectrum screen identifies a total of two CMAs and two CEAs that require further competitive
review.198 One CMA and one CEA were identified by both the spectrum screen and the HHI screen.199
190

RCA Comments at 3. The eight markets are: CMA197 Lake Charles, Louisiana; CMA455 Louisiana 2 –
Morehouse; CMA456 Louisiana 3 – De Soto; CMA458 Louisiana 5 – Beauregard; CMA459 Louisiana 6 – Iberville;
CMA460 Louisiana 7 – West Feliciana; CMA500 Mississippi 8 – Claiborne; and CMA501 Mississippi 9 – Copiah.
191

RCA Comments at 3-4.
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Facilitating the Provision of Spectrum-Based Services to Rural Areas and Promoting Opportunities for Rural
Telephone Companies to Provide Spectrum-Based Services, WT Docket No. 02-381, Report and Order and Further
Notice of Proposed Rulemaking, 19 FCC Rcd 19078, 19113 ¶ 63 (2004) (“Rural Report and Order”).
193

See id. at 19115 ¶ 67.

194

See infra Section V.D, Market-by-Market Analysis.

195

The CMAs identified by the initial HHI screen include: CMA096 Fort Wayne, IN; CMA101 Beaumont-Port
Arthur, TX; CMA129 South Bend-Mishawaka, IN; CMA132 Kalamazoo, MI; CMA174 Lafayette, LA; CMA177 –
Battle Creek, MI; CMA193 Benton Harbor, MI; CMA197 Lake Charles, LA; CMA205 Alexandria, LA; CMA207
Jackson, MI; CMA223 Elkhart-Goshen, IN; CMA271 Kokomo, IN; CMA403 Indiana 1 – Newton; CMA404
Indiana 2 – Kosciusko; CMA405 Indiana 3 – Huntington; CMA 408 Indiana 6 – Randolph; CMA455 Louisiana 2 –
Morehouse; CM456 Louisiana 3 – De Soto; CMA 457 Louisiana 4 – Caldwell; CMA458 Louisiana 5 – Beauregard;
CMA459 Louisiana 6 – Iberville; CMA460 Louisiana 7 – West Feliciana; CMA478 Michigan 7 – Newaygo; and
CMA500 Mississippi 8 Claiborne. CMA 501 Mississippi 9 – Copiah, one of the markets to be divested under the
DOJ AT&T-Centennial Proposed Final Judgment, did not trigger our initial screen.
196

The CEAs identified by the initial HHI screen include: CEA0220 – Alexandria, LA; CEA0840 – Beaumont-Port
Arthur, TX; CEA0870 – Benton Harbor, MI; CEA2330 – Elkhart-Goshen, IN-MI; CEA2760 – Fort Wayne, IN;
CEA3520 – Jackson, MI; CEA3560 – Jackson, MS-LA; CEA3720 – Kalamazoo-Battle Creek, MI; CEA3850 –
Kokomo, IN; CEA3880 – Lafayette, LA; CEA3960 – Lake Charles, LA; CEA7680 – Shreveport-Bossier City, LAAR; and CEA7800 – South Bend, IN.
197

In our case-by-case review, we examine the territories of Puerto Rico and the U.S. Virgin Islands. Further
competitive review of Puerto Rico is necessary based upon the HHI screen, as well as the totality of the relationship
between two direct competitors in that market, AT&T and América Móvil/PRTC, and its potential anticompetitive
effect on the territory of Puerto Rico. See infra Section V.C.2 discussing coordinated effects.
198

The CMAs identified by the initial spectrum screen include CMA477 Michigan 6 – Roscommon and CMA500
Mississippi 8 – Claiborne. The CEAs identified by the initial spectrum screen include CEA3560 – Jackson, MS-LA
and CEA348 - Northern Michigan.
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Thus, our initial screen indicated a total of 25 CMAs and 14 CEAs that require a case-by-case competitive
review, as well as the territories of Puerto Rico and the U.S. Virgin Islands.
C.

Horizontal Issues

52.
This section examines how the transaction could affect competitive behavior in the 25
CMAs and 14 CEAs, as well as the territories of Puerto Rico and the U.S. Virgin Islands, identified by the
initial screen as requiring additional analysis to determine whether the proposed transaction would result
in competitive harm. As discussed in the Commission’s recent wireless transaction orders, competition
may be harmed either through unilateral actions200 by the merged entity or through coordinated
interaction201 among firms competing in the relevant market.
53.
In this Memorandum Opinion and Order, we find that extended discussions here of
unilateral effect are unnecessary.202 First, many aspects of our previous analyses in wireless transaction
orders are unchallenged here.203 Second, we provide a market-by-market discussion of each CMA where
we are requiring business unit divestitures.204 We therefore discuss unilateral effects at a general level
only to the extent issues are raised by the parties to this proceeding.205 However, we find that an analysis
of coordinated interaction is necessary, particularly for the territory of Puerto Rico. Based upon the
record in this proceeding there is a competitive concern that AT&T’s ownership interest in, management
service agreements with, and representation on the Board of Directors of América Móvil increases the
likelihood of coordinated interaction. Thus, a detailed discussion is necessary to examine the potential
effect of this relationship.
1.

Unilateral Effects

54.
AT&T’s acquisition of Centennial could lead to changes in the structure of the markets in
the 25 CMAs, 14 CEAs, Puerto Rico, and the U.S. Virgin Islands identified by our initial screen as
needing further analysis.206 Thus, with regard to each of these markets, we examine in more detail the
possibility that the proposed transaction may lead to competitive harm through unilateral actions by the
(Continued from previous page)
199
The CMA is CMA500 Mississippi 8 – Claiborne and the CEA is CEA3560 – Jackson, MS; both triggered the
HHI and spectrum screen.
200

Unilateral effects are those that result when a merged firm finds it profitable to alter its behavior by increasing
prices or reducing output. DOJ/FTC Horizontal Merger Guidelines § 2.2. See, e.g., Verizon Wireless-ALLTEL
Order, 23 FCC Rcd at 17484 ¶ 82; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21570 ¶ 115 n.341.
201

Coordinated interaction consists of actions by a group of firms that are profitable for each of the firms involved
only because the other firms react by accommodating these actions rather than attempting to undercut them. See
DOJ/FTC Horizontal Merger Guidelines § 2.1; Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17484 ¶ 82;
Cingular-AT&T Wireless Order, 19 FCC Rcd at 21580 ¶ 151.
202

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17484-85 ¶ 83.

203

For unilateral effects, the unchallenged aspects include: (1) product differentiation and substitutability;
(2) network effects; (3) marginal cost reductions; (4) spectrum and advanced wireless services; and (5) penetration.
See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17484-85 ¶ 83; Verizon Wireless-RCC Order, 23 FCC
Rcd at 12492-93 ¶ 58 n.200; AT&T-Dobson Order, 22 FCC Rcd at 20321 ¶ 47. For coordinated interaction, the
unchallenged aspects include: (1) firm and product homogeneity; (2) existing cooperative ventures; (3) number of
firms; (4) technology development; (5) response of rivals; (6) transparency of information; and (7) presence of
mavericks. See Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17484-85 ¶ 83; Cingular-AT&T Wireless Order,
19 FCC Rcd at 21581-85 ¶¶ 154-163.
204

See discussion infra Section V.D, Market-by-Market Analysis.

205

See Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17484-85 ¶ 83.

206

See supra paras. 195 and 196.
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merged entity.207 Unilateral effects arise when the merged firm finds it profitable to alter its behavior
following the merger by “elevating price and suppressing output.”208 In the case of mobile
telephony/broadband services, this might take the form of delaying improvements in service quality or
adversely adjusting plan features without changing the plan price.209 Incentives for such unilateral
competitive actions vary with the nature of competition in the relevant markets.
55.
The Applicants generally contend that the national commercial mobile radio services
(“CMRS”) market is highly competitive and that, on a national level, the merger will have no impact on
market structure and competition.210 The Applicants analyze the potential for unilateral effects as a result
of the transaction based on ten factors.211 These ten factors are: (1) the number of facilities-based
competitors; (2) the combined market shares of AT&T and Centennial; (3) churn levels; (4) the degree of
competition between AT&T and Centennial in a given CMA; (5) the ability of existing facilities-based
competitors to expand their service offerings within the CMA; (6) the possibility of entry by licensed
wireless carriers not already providing service in a given CMA; (7) competition from MVNOs and other
resellers; (8) the ability of competitors in neighboring CMAs to serve customers through roaming
services; (9) the spillovers from advertising by carriers in adjacent areas; and (10) the inability to target
price increases.212
56.
In determining whether there would be an increased likelihood, on a market-by-market
basis, of unilateral effects as a result of a transaction, the Commission considers, among other factors, the
merging firms’ individual and combined market shares, the degree of substitutability between the merging
firms, and the number of rivals with sufficient ability and capacity to respond to a unilateral action by the
merged entity.213 Further, this analysis considers, where appropriate, the role of MVNOs and other
resellers in disciplining the market.214
207

See infra Section V.D.2, Results of Market-Specific Analysis. See, e.g., Verizon Wireless-ALLTEL Order, 23
FCC Rcd at 17485 ¶ 84; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21570 ¶ 115; see also DOJ/FTC Merger
Guidelines § 2.
208

See Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17485 ¶ 84; Cingular-AT&T Wireless Order, 19 FCC Rcd
at 21570 ¶ 115; see also DOJ/FTC Merger Guidelines § 2.2.
209

The term “unilateral” refers to the method used by firms to determine strategy, not to the fact that the merged
entity would be the only firm to change its strategy. The term unilateral is used to indicate that strategies are
determined unilaterally by each of the firms in the market and not by explicit or tacit collusion. Other firms in the
market may find it profitable to alter their behavior as a result of the merger-induced change in market structure by,
for example, repositioning their products, changing capacity, or changing their own prices. These reactions can alter
the total effect on the market and must be taken into account when evaluating potential unilateral effects. See, e.g.,
Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17485 n.306; Cingular-AT&T Wireless Order, 19 FCC Rcd at
21570 n.341.
210

Application, Public Interest Statement at 30.

211

The ten factors fall into four major categories: (1) the number of competitors and the share of the merged firm;
(2) whether the merging firms’ offerings are close substitutes; (3) ease with which existing and new competitors can
take customers away from the merged firm; and (4) the impact of competitive forces outside the CMA on the
behavior of the merged firm. Application, Public Interest Statement at 36 (citing Declaration of Willig, Orszag, and
Poulsen at ¶¶ 38-49).
212

Application, Declaration of Willig, Orszag, and Poulsen at ¶¶ 29-48.

213

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17485 ¶ 84; Verizon-RCC.Order, 23 FCC Rcd at
12495-12496 ¶ 66; Cingular-AT&T Wireless Order, 19 FCC Rcd. at 21575-21576 ¶¶132, 134-137.
214

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17468-69 ¶ 74; Sprint-Nextel-Clearwire Order, 23
FCC Rcd at 17570, 17617 ¶ 120; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21563 ¶ 92.
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57.
In evaluating the likelihood of harms from unilateral effects as a result of this transaction,
we do not consider service via roaming agreements, advertising spillovers, or the inability by the merged
entity to target price increases. The Applicants argue that consumers could acquire service from
competitors in adjacent markets, even if these carriers do not have facilities-based service in the area that
they live, and this service would be provided through roaming agreements. 215 We do not consider entry
via roaming agreements to mitigate anticompetitive effects as a result of this transaction. There is no
evidence in the record that indicates that non-facilities-based service enabled through roaming agreements
is cost effective.216 The Applicants claim that “spillovers” from advertising by carriers in adjacent areas
would constrain the ability of the merged entity to raise prices or reduce service quality.217 There is no
evidence on the record that substantiates the Applicants’ claim that advertising spillovers would mitigate
any potential competitive harm, and therefore we do not consider advertising spillovers in our analysis of
unilateral effects of this transaction. The Applicants also argue that because of the characteristics of the
wireless industry, it is unlikely post-transaction that the combined firm would be able to profitably
differentiate pricing across markets.218 We acknowledge that there is evidence that AT&T currently sets
its price on a nationwide basis, and does not offer many localized promotions for either pricing plans or
handsets. However, the Applicants do not quantify the cost savings or customer gains from using a
nationwide versus a geographically differentiated strategy. Although a nationwide strategy may be cost
effective at the present time, there is no evidence in the record that this situation would be unchanged
post-transaction. We find it reasonable to assume that if geographically differentiated strategies became
profitable in the future, AT&T would implement these strategies.219
58.
In summary, while harm arising from unilateral effects is unlikely in most of the markets
involved in this transaction, for the reasons discussed above we find that this transaction is likely to result
in adverse unilateral effects in many of the limited number of markets identified by the initial screen.220
In these markets, where AT&T and Centennial service areas currently overlap, it appears that AT&T and
Centennial are relatively close substitutes for each other in the eyes of consumers. In many of these
markets, other providers generally are unable to match the price/service options offered by the Applicants.
In addition, other licensees in these markets have limited ability to reposition in response to any attempted
exercise of market power by the merged firm. Further, entry by firms not currently providing service in
these markets cannot be counted on to prevent possible exercise of market power. And, forces pushing
firms away from setting differing prices across local markets cannot be counted on to prevent such
differential pricing in the future. Therefore, as further described in the market-by-market analysis below,
we find a number of markets in which other providers are not present or do not possess the capacity to
prevent the exercise of unilateral market power.

215

Application, Public Interest Statement at 38-40 (citing Declaration of Willig, Orszag, and Poulsen at ¶¶ 43-45).

216

Application of Western Wireless Corporation and ALLTEL Corporation, Memorandum Opinion and Order, 20
FCC Rcd 13053, 13081 ¶ 72 (2005) (“ALLTEL-Western Wireless Order”).
217

Application, Public Interest Statement at 39. See also Application, Declaration of Willig, Orszag, and Poulsen at
¶ 46.
218

Application, Declaration of Willig, Orszag, and Poulsen at ¶¶ 47-48.

219

ALLTEL-Western Wireless Order, 20 FCC Rcd at 13084 ¶ 83.

220

See infra Section V.D.2, Results of Market-Specific Analysis.
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Coordinated Effects

59.
In markets where only a few firms account for most of the sales of a product, those firms
may be able to exercise market power by either explicitly or tacitly coordinating their actions.221
Accordingly, one way in which a transaction may create or enhance market power or facilitate its exercise
is by making such coordinated interaction among firms more likely, more successful, or more
complete.222 Successful coordination depends on two key factors. The first is the ability to reach terms
that are profitable for each of the firms involved, and the second is the ability to detect and punish
deviations that would undermine the coordinated interaction.223
60.
The Applicants claim that the AT&T-Centennial transaction would not increase the
likelihood of coordinated interaction in the mobile telephony/broadband services market.224 They argue
that there are several factors that would make coordination more difficult, including the following:
product heterogeneity; excess capacity and ease of expansion; cheating would be easy to accomplish and
difficult to detect; and the uncertainty of future demand.225
61.
We find that a number of market conditions may affect whether coordinated interaction is
more likely as a result of the transaction, including the availability of information about market
conditions, the extent of firm and product homogeneity, and the presence of maverick providers in the
market.226 We acknowledge, however, that there is considerable variation across local geographic
markets with regard to the number and identity of competing carriers, firm homogeneity, and the presence
of network capacity. Because of this local variation, it is difficult to generalize about the impact of the
transaction in facilitating coordinated interaction to restrict competition on price or non-price terms in
specific markets. Therefore, we take the possibility of coordinated interaction into account in our analysis
of specific markets by carefully scrutinizing, among other variables, the presence and capacity of rival
carriers.
62.
Puerto Rico Market. With respect to the Puerto Rico market, we find that there are
additional significant competitive concerns relating to coordinated interaction of the merged entity and
América Móvil.227 The relationship between AT&T and América Móvil has increased over time and with
this transaction may raise potential significant concerns that may increase the companies’ economic
incentives to coordinate their business dealings in Puerto Rico. Centennial, AT&T (through Cingular),
and América Móvil currently compete in Puerto Rico for pre-paid and post-paid wireless services.
América Móvil wholly owns Telecommunicaciones de Puerto Rico, Inc. (“TELPRI”) and its whollyowned subsidiary, Puerto Rico Telephone Company, Inc. (“PRTC”), the incumbent local exchange carrier
221

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17486 ¶ 88; Cingular-AT&T Wireless Order, 19 FCC
Rcd at 21580 ¶ 150; DOJ/FTC Merger Guidelines § 0.1.
222

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17486 ¶ 88; Cingular-AT&T Wireless Order, 19 FCC
Rcd at 21580 ¶ 150.
223

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17486 ¶ 88; Cingular-AT&T Wireless Order, 19 FCC
Rcd at 21580 ¶ 151; DOJ/FTC Merger Guidelines § 2.11.
224

Application, Public Interest Statement at 40-42.

225

Application, Public Interest Statement at 40-42 (citing Declaration of Willig, Orszag, and Poulsen at ¶¶ 52-54).

226

See Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17487 ¶ 90; Cingular-AT&T Wireless Order, 19 FCC Rcd
at 21580-86 ¶¶ 150-164.
227

América Móvil is the largest provider of wireless communications services in Latin America, based on
subscribers. América Móvil, through its subsidiaries, has wireless operations in Mexico, Brazil, Argentina,
Paraguay, Uruguay, Chile, Colombia, Peru, Ecuador, Guatemala, El Salvador, Honduras, Nicaragua, Panama, the
Dominican Republic, and the United States. América Móvil 20-F at 17.
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(“LEC”) in Puerto Rico that also offers mobile telephony/broadband services in Puerto Rico under the
trade name Claro.228 AT&T does not have wireline facilities in Puerto Rico and does not actively market
to residential and small to medium-sized businesses, but does provide data and voice services to large,
multinational customers through arrangements with local providers, including Centennial and TELPRI.229
AT&T also does not actively market stand-alone long distance services in Puerto Rico. After the
transaction, customers in Puerto Rico will continue to have numerous alternatives to AT&T for long
distance, including Telefónica Larga Distancia de Puerto Rico (TLD), PRT-Larga Distancia, Sprint,
Verizon, and cable VoIP providers.230 América Móvil also holds a 98.2 percent equity interest in and
controls TracFone, a prepaid wireless provider in the U.S.231
63.
AT&T’s Relationship with Telmex and América Móvil. In 1990, AT&T acquired a
minority ownership in Telmex as a part of a consortium organized with the goal of privatizing and
modernizing the Mexican telephone system.232 Currently, AT&T holds approximately 1,799,500,000
Series AA shares in Telmex, representing approximately 9.75 percent of Telmex’s total equity.233 In
September 2000, AT&T acquired a minority interest in América Móvil when América Móvil was spunoff from Telmex.234 AT&T currently holds approximately 2,869,000,000 Series AA shares in América
Móvil.235 This represents approximately 8.82 percent of América Móvil’s total equity.236 Although
Telmex spun off América Móvil, the two companies are commonly owned.237 In March 2007, América

228

See Puerto Rico Telephone Company, Inc. FCC Form 602, File No. 0003573775 (“PRTC Form 602”),
Attachment, América Móvil-TELPRI Organizational Structure (filed Sept. 9, 2008); Information Request I
Response at 33; Verizon Communications, Inc., Transferor, and América Móvil, S.A.B. de C.V., Transferee,
Application for Authority to Transfer Control of Telecomunicaciones de Puerto Rico, Inc. (TELPRI), Memorandum
Opinion and Order and Declaratory Ruling, 22 FCC Rcd 6195, 6196 ¶ 2 (2007) (“Verizon-América Móvil Order”).
229

Application, Public Interest Statement at 42 (citing Declaration of Rick L. Moore at ¶¶ 34-35). Wireline service
providers in Puerto Rico include Centennial, Perpa.net, WorldNet, and TELPRI/PRTC. See Application, Public
Interest Statement at 43.
230

Application, Public Interest Statement at 43 n.209 (citing Declaration of Moore at ¶ 39).

231

América Móvil 20-F at 52; see also PRTC Form 602, Schedule A for América Móvil, S.A.B. de C.V.

232

Information Request I Response at 60.

233

Information Request II Response at 4. The Applicants further state that, in addition to the Series AA shares,
Telmex has issued Series A and Series L shares. Id. at 4 n.2. The Series AA and A shares are “full voting shares,”
while the Series L shares are entitled to vote only on certain matters. Id. As of May 13, 2009, AT&T held Series
AA shares that represented approximately 21.1 percent of the total combined Series AA and Series A shares. Id. As
of May 28, 2009, AT&T held 1,799,453,534 Series AA shares in Telmex, equal to approximately 9.5 percent of
Telmex’s total voting securities. Information Request I Response at 60.
234

Information Request I Response at 62; Information Request II Response at 4.

235

Information Request II Response at 4. The Applicants also state that, similarly to Telmex, América Móvil has
issued Series A and Series L shares in addition to the Series AA shares. Id. at 4 n.3. The Series AA and A shares
are “full voting shares,” while the Series L shares are entitled to vote only on certain matters. Id. As of April 30,
2009, AT&T held Series AA shares that represented approximately 23.4 percent of the total combined Series AA
and Series A shares. Id. As of May 28, 2009, AT&T held 2,869,670,964 Series AA shares in América Móvil, equal
to approximately 8.3 percent of América Móvil’s total voting securities. Information Request I Response at 62.
236

Information Request II Response at 4.

237

See Information Request I Response at 60-64.
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Móvil acquired TELPRI and PRTC. 238 As a result, América Móvil, through TELPRI/PRTC, has been
competing directly with AT&T and Centennial for the provision of wireless services in Puerto Rico.239
64.
Because both Telmex’s and América Móvil’s bylaws permit only Mexican individuals
and certain other Mexican institutions to hold Series AA shares in the companies, AT&T placed its shares
of Telmex and América Móvil in irrevocable trusts.240 According to the Telmex Trust Agreement, the
trustee is directed, on all matters except for the election of members of Telmex’s Board of Directors and
Executive Committee, to vote its shares in the same proportion as the shares of Carso Global Telecom,
S.A. de C.V. (“Carso Global”), which is controlled by Carlos Slim Helú, are voted.241 Similarly,
according to the América Móvil Trust Agreement, the trustee is directed to vote its shares in the same
proportion as the shares of Carso Global are voted on all matters, except for the election of members of
América Móvil’s Board of Directors and Executive Committee.242
65.
Telmex is governed by a 14-member Board of Directors, three of which may be
nominated by AT&T.243 Carso Global currently has the right to nominate nine directors, and Class L
shareholders have the right to nominate the remaining two directors.244 At present, AT&T has granted
Carso Global the right to nominate one of the three directors AT&T is entitled to nominate, so that Carso
Global currently is nominating ten directors.245 Pursuant to the terms of a joint venture agreement, AT&T
and Carso Global have agreed to vote their Series AA shares in favor of the directors nominated by the
other.246 Telmex’s Executive Committee has four members who are elected from among the directors by
a majority vote of the Series AA and Series A shareholders.247 Carso Global has the right to nominate
three Executive Committee members, while AT&T has the right to nominate one member.248
66.
América Móvil is governed by a 12-member Board of Directors, ten of which are elected
by a majority of the Series AA and Series A shareholders.249 The Slim family and the Control Trust (a
Mexican trust that holds Series AA and Series L shares for which the Slim family are beneficiaries),
through Carso Global, are entitled to appoint a majority of the Board members, as they together hold a
majority of the Series AA shares.250 Pursuant to a shareholders agreement between Carso Global and
AT&T, Carso Global has the right to nominate seven directors and AT&T has the right to nominate two
directors.251 Each of the parties has agreed to vote its Series AA shares in favor of the other’s
238

América Móvil 20-F at 17; see generally Verizon-América Móvil Order, 22 FCC Rcd 6195.

239

América Móvil 20-F at 55.

240

Information Request I Response at 61, 63; Information Request II Response at 4-5.

241

Information Request I Response at 61; Information Request II Response at 4-5.

242

Information Request I Response at 63.

243

Information Request I Response at 61.

244

Information Request I Response at 61.

245

Information Request I Response at 61.

246

Information Request I Response at 61.

247

Information Request I Response at 62.

248

Information Request I Response at 62.

249

Information Request I Response at 63.

250

Information Request I Response at 63.

251

Information Request I Response at 63-64.
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nominees.252 Class L shareholders have the right to nominate two directors.253 América Móvil’s
Executive Committee has up to four members, three of whom may be nominated by Carso Global, and
one by AT&T.254
67.
América Móvil and Telmex do not hold any voting or management rights in AT&T, and
do not have any right to nominate any member of the AT&T Board of Directors.255 However, Mr. Jaime
Chico Pardo, chairman of Telmex and formerly a member of the América Móvil Board of Directors, was
elected to the AT&T Board of Directors on September 26, 2008, to serve, the Applicants state, in his
personal capacity and not as a representative of Telmex, América Móvil, or any other company.256 He
also serves on AT&T’s Audit Committee and Corporate Development Committee.257 América Móvil and
Telmex each owns less than five percent of AT&T’s common stock.258
68.
In addition to AT&T’s ownership interests in Telmex and América Móvil, and its rights
to designate members of the Boards of Directors of both companies, AT&T and América Móvil have
entered into an MSA259 pursuant to which AT&T provides management, consulting, and technical
services to América Móvil.260 For example, AT&T may provide “evaluation and counseling concerning
material management decisions;” “counseling relating to performance of material daily operations;”
“counseling connected with technical, administrative and financial planning;” and “counseling pertaining
to policies in the file of rates, business relations and regulatory efforts.”261 For the first five years of the
agreement, América Móvil paid AT&T $1 million per year for the services provided under the MSA, then
increased that to $7.5 million paid to AT&T for each of the last two years, and has paid $5 million to
AT&T for 2009 work through August 2009.262
69.
The MSA defines eight specific categories of counseling and advisory services to be
provided under the MSA.263 AT&T has provided services under the MSA without reference to the
categories of services listed in the MSA.264 The MSA further specifies that the services are to be provided
by AT&T Mexico, Inc. with its own resources located in Mexico City.265 If additional resources are
required, the MSA calls for additional contracts to be entered into for the provision thereof.266 While the
252

Information Request I Response at 64.

253

Information Request I Response at 63.

254

Information Request I Response at 64.

255

Information Request I Response at 64.

256

Information Request I Response at 64-65.

257

AT&T, Investor Relations, Board of Directors, available at http://www.att.com/gen/investor-relations?pid=5631
(last visited Oct. 19, 2009).
258

Information Request I Response at 65.
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See supra note 22.

260

Information Request I Response at 69; see also América Móvil 20-F at 88.

261

MSA at 3.

262

Information Request II Response at 30.
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MSA at 3.

264

Information Request II Response at 27.

265

MSA at 7.

266

MSA at 7.
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majority of services provided to América Móvil and its subsidiaries has been provided by AT&T Mexico
from resources in its Mexico City office, AT&T Mexico employees have drawn on resources outside of
AT&T Mexico for assistance in providing services under the MSA to the extent necessary or
appropriate.267 AT&T has not entered into separate contracts, as required by the MSA, with respect to
such additional resources.268 Pursuant to the Second Amendment to MSA, the geographic scope of the
MSA is defined to include the provision of services in Mexico, Guatemala, Nicaragua, El Salvador,
Ecuador, Colombia, Brazil, and Argentina.269 [REDACTED].270 The Second Amendment to MSA also
defined the scope of América Móvil companies to which service would be provided under the MSA as
companies operating in the eight countries listed in the Second Amendment to MSA.271
[REDACTED].272
70.
AT&T has acknowledged that since América Móvil acquired TELPRI in March 2007,
AT&T has in a few circumstances provided services under the MSA that relate to América Móvil’s
operations in Puerto Rico.273 [REDACTED].274 [REDACTED].275 [REDACTED].276
71.
Discussion. We disagree with the Applicants that the merger would not change the
competitive dynamics of this market for mobile telephony/broadband services. In Puerto Rico, the instant
transaction combines the number [REDACTED] and [REDACTED] providers in terms of market share.
América Móvil represents the [REDACTED] provider in terms of market share. AT&T, América Móvil,
and Centennial represent approximately [REDACTED] percent of the wireless market in Puerto Rico.
There are three other competitors in the market with market shares ranging from [REDACTED] percent
to [REDACTED] percent.277 All of the providers in the market cover more than 70 percent of the
population and more than 50 percent of the land area of Puerto Rico.278 AT&T, América Móvil, and
Centennial combined hold up to 132 megahertz – or 36 percent of the 370 megahertz available for mobile
telephony/broadband services in Puerto Rico.279 Given these market-specific facts, combined with the
relationship between AT&T and América Móvil, including the equity interest, seats on the América
267

Information Request II Response at 32.

268

Information Request II Response at 32.

269

Second Amendment to MSA at 3.

270

Information Request II Response at 26.

271

Second Amendment to MSA at 3.
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Information Request II Response at 26.
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Information Request I Response at 70; Information Request II Response at 27-28.
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Information Request I Response at 70; Information Request II Response at 27-28.
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AT&T Oct. 19, 2009 Supplemental Response to Information Request II, at 2-5.

276

Information Request I Response at 70. [REDACTED]. AT&T Oct. 29, 2009 Supplemental Response to
Information Request II at 2. [REDACTED]. Id.
277

Open Mobile has a [REDACTED] percent share, Sprint Nextel has a [REDACTED] percent share, and T-Mobile
has a [REDACTED] percent market share.
278

Sprint Nextel covers approximately 56 percent of the land area of Puerto Rico while the remaining providers
cover at least 70 percent of the land area. American Roamer provides data on network deployment by service
provider. Combining American Roamer data with Census Bureau data provides the percent of land area and
population covered within a CMA.
279

See supra Section V.B., discussing the spectrum aggregation screen.
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Móvil Board of Directors, and the MSA, we find that the acquisition of Centennial by AT&T in Puerto
Rico is likely to result in competitive harms.
72.
We are concerned that the acquisition of Centennial by AT&T will increase the economic
incentives by América Móvil and the post-merger AT&T to coordinate how they provide services in
Puerto Rico, resulting in anticompetitive harms. These concerns are increased by the evidence in the
record demonstrating increased opportunities for coordinated interaction and information sharing between
AT&T and América Móvil since 2007, when the MSA began to extend to operations in Puerto Rico.
Based on the record, we find that AT&T and América Móvil do not have an arms’ length relationship
under the MSA. Further, we find that the current Board structure does not adequately address the
potential for sharing of competitively sensitive information. Given the proposed merger between AT&T
and Centennial, it is important to ensure that the remaining mobile telephony/broadband competitors in
Puerto Rico, including AT&T and América Móvil/PRTC have every incentive to compete vigorously and
independently in the mobile telephony/broadband services market in Puerto Rico.
73.
In addition to our concerns in the post-paid wireless market, our concern extends to
whether the relationship between AT&T and América Móvil might influence behavior and provide
opportunities for collusion and information exchanges with respect to their operations in the U.S. prepaid
market, including in the Puerto Rico market, and to the provision of wireline services in Puerto Rico. In
Puerto Rico, TELPRI/PRTC competes directly against Centennial, a competitive LEC, for wireline
customers.280 Centennial provides fiber broadband services (voice, data, and internet services) primarily
to business and some residential customers in Puerto Rico.281 In Puerto Rico, as we stated above, AT&T
does not have wireline facilities and provides some services through arrangements with local providers.282
Because the acquisition of Centennial by AT&T combined with AT&T’s and América Móvil’s
relationship, however, may create additional opportunities for collusion and information exchanges with
respect to prepaid services and wireline access, the safeguards addressed in the conditions/commitments
below are intended to extend to each of these wireless, wireline, and prepaid services.
74.
Based on these concerns about possible collusion and the exchange of competitively
sensitive information as a result of the subject transaction, we find, at a minimum, that it is essential that
we adopt conditions both prohibiting AT&T from providing any consulting services to América Móvil in
the United States (including Puerto Rico and the U.S. Virgin Islands) pursuant to the MSA or otherwise,
and controlling the flow of competitively sensitive information about América Móvil’s U.S. operations to
AT&T.283 While we previously concluded that the relationship between AT&T and América Móvil did
not raise competitive issues in the Puerto Rico mobile telephony market,284 as explained above that
relationship has evolved and expanded since that determination, raising significant concerns about its
potential adverse effect on competition in Puerto Rico wireless and wireline services.285 In addition, these
280

Application, Public Interest Statement at 43.
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Application, Public Interest Statement at 42.
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Currently, AT&T and other wireless carriers in Puerto Rico purchase wireline access from Centennial and PRTC.
We note that no parties have raised concerns regarding whether the proposed acquisition of Centennial will affect
wireline access for wireless providers in Puerto Rico and there is nothing in the record to suggest that there are not
sufficient alternative sources for such access available in Puerto Rico that will continue to be available after this
transaction.
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See infra paras. 159-163.

284

Verizon-América Móvil Order, 22 FCC Rcd at 6210 ¶ 33.
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Section 8 of the Clayton Act, in pertinent part, addresses interlocking directorates of competitors. 15 U.S.C.
§§ 19, 21. Consistent with past practice, we leave to other appropriate antitrust law enforcement agencies the
questions whether and how Section 8 of the Clayton Act should be applied to assess AT&T’s nomination of two
(continued….)
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concerns are heightened with AT&T’s proposed acquisition of Centennial. The subject transaction results
in the loss of a significant facilities-based mobile telephony/broadband competitor in Puerto Rico. By
contrast, when América Móvil acquired TELPRI, the Commission declined to take any action based on
AT&T’s minority interest in América Móvil, concluding that the acquisition was “not likely to have an
adverse effect on the number of facilities-based mobile telephone providers in Puerto Rico,” and that the
number of facilities-based carriers and resellers/MVNOs would be sufficient to protect against any
anticompetitive strategies by the two companies.286
D.

Market-by-Market Analysis
1.

Analytical Standard

75.
In this section, we examine the effects of the transaction on local markets identified by
our initial screen.287 This includes 25 CMAs, Puerto Rico, and the U.S. Virgin Islands. In our analysis
we consider numerous variables that are important for predicting the incentive and ability of the merged
entity to unilaterally elevate prices or suppress output and its ability to successfully restrict competition
on price or non-price terms through coordinated interaction.288
2.

Results of Market-Specific Analysis

76.
After performing a market-by-market analysis, we find, in the great majority of the 27
markets identified by the initial screen, no competitive concerns requiring remedy. For instance, in most
of these markets, there would be four or more competitors present post-transaction with thoroughly builtout networks and the ability to offer competitive services. In several other of these 27 markets, we
conclude, based on the various particular facts in each of these markets, that the proposed transaction
would be unlikely to make it profitable for the combined entity to raise price and restrict output or to
engage in coordinated actions with another provider. The presence and capacity of rival service providers
are such in these markets that the response of rival service providers would likely be sufficient to deter

(Continued from previous page)
employees to sit on the board of directors of América Móvil. See 15 U.S.C. §§ 19, 21; cf., Bell Atlantic Mobile
Systems, Inc. and NYNEX Mobile Communications Company, 10 FCC Rcd 13368, 13373 n.19 (1995), In re Sprint
Corporation, 11 FCC Rcd 1850, 1859 n.82 (1995).
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Verizon-América Móvil Order, 22 FCC Rcd at 6209, 6210 ¶¶ 30, 33.
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See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17487-88 ¶ 91; Sprint Nextel-Clearwire Order, 23
FCC Rcd at 17602 ¶ 79; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21649 App. D.
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See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17487-88 ¶ 91; Sprint Nextel-Clearwire Order, 23
FCC Rcd at 17602 ¶ 79; Cingular-AT&T Wireless Order, 19 FCC Rcd at 215793-99 ¶¶ 184-200. The factors we
consider in each identified market include, for example, the total number of competitors in the market; their market
shares, network coverage, and spectrum holdings, as compared to the merged entity’s post-transaction market share,
network coverage, and spectrum holdings. We derive market shares and HHIs from our analysis of data compiled in
our NRUF database and data provided through our information requests. We derive network coverage from a
variety of public sources and also through our information request, and we obtain spectrum holdings from our
licensing databases and the Application. In addition, we examine data from our LNP database (provided to the
Commission by NeuStar) through December 30, 2008. This information includes each instance of a customer
porting a phone number from one mobile provider to another, and indicates both the origin and destination provider.
We also consider the uniformity of competitive conditions in each market. Thus, in some instances, we may find
that the transaction is not harmful to competition in a market if the potential harm is confined to a small enclave in
the market, and this harm is likely to be ameliorated by the more favorable competitive conditions in most of the
market. See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17488 ¶ 92; Sprint Nextel-Clearwire Order, 23
FCC Rcd at 175602-3, ¶ 80; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21595 ¶ 190.
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any unilateral actions or anticompetitive behavior by the merged entity. For each of these markets, we
determine that competitive harm is unlikely.289
77.
In the seven markets listed below, our case-by-case analysis indicates that competitive
harm is likely as a result of this transaction. In these markets, we are concerned that, post-transaction,
competing service providers would not be sufficiently numerous to deter anticompetitive behavior by the
merged entity.290
CMA

Name

CMA174

Lafayette, LA

CMA205

Alexandria, LA

CMA456

Louisiana 3 – De Soto

CMA458

Louisiana 5 – Beauregard

CMA459

Louisiana 6 – Iberville

CMA460

Louisiana 7 – West Feliciana

CMA500

Mississippi 8 – Claiborne

78.
Lafayette, LA (CMA174). We find that in this market, there is a high likelihood of
competitive harm due to the merged entity’s high combined market share along with insufficient network
coverage by other service providers in this market that would effectively counter any anticompetitive
behavior by the merged entity. In this CMA, AT&T has a market share of [REDACTED] percent and
Centennial has approximately [REDACTED] percent of the wireless subscribers. Thus, the merged entity
would have a post-transaction market share of [REDACTED] percent. Other carriers with coverage in the
CMA (see below) are: Sprint Nextel with [REDACTED] percent; T-Mobile with [REDACTED] percent;
and Verizon Wireless with [REDACTED] percent. The post-merger HHI in the CMA would be
[REDACTED], an increase of [REDACTED] from the current figure. The CMA has a population of
about 239,086 and a population density of about 220 POPs/sq. mile. With respect to network coverage,
besides the merged entity, Sprint Nextel is the only carrier with sufficient population and area coverage
that could effectively discipline the market within the next two years.291 AT&T covers 100 percent of the
289

See Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17490-91 ¶ 98; Sprint Nextel-Clearwire Order, 23 FCC
Rcd at 17603 ¶ 82. Application of the initial screen on a CEA basis does not identify any potential markets of
concern that are not also identified by CMA-based application of the screen. For convenience, we limit our
discussion of the markets of concern to CMAs because, upon completing our competitive analysis, we find that the
most exact divestiture area to eliminate concerns of competitive harm would be CMAs. Therefore, we undertake
our in-depth analysis on the basis of CMAs within the continental United States.
290

Application of the initial screen on a CEA basis shows that no potential markets of concern are identified that are
not also identified by CMA-based application of the screen. For convenience, we limit our discussion of the
markets of concern to CMAs because, upon completing our competitive analysis, we find that the most exact
divestiture area to eliminate concerns of competitive harm would be CMAs. Therefore, we undertake our in-depth
analysis on the basis of CMAs within the continental United States.
291

American Roamer provides data on network deployment by service provider. Combining American Roamer data
with Census Bureau data provides the percent of land area and population covered within a CMA. With respect to
coverage, we have considered to be “sufficient” – coverage of 70 percent or greater of the population and 50 percent
or more of the area. See AT&T-Dobson Order, 22 FCC Rcd at 20324 n.170.
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population and 91.8 percent of the area within this CMA. Centennial covers 99.7 percent of the
population and 73.8 percent of the area in this CMA. By comparison, the other providers with coverage
are: Sprint Nextel with coverage of 99.9 percent of the population and 64.4 percent of the area; T-Mobile
with coverage of 94.3 percent of the population and 43.8 percent of the area; and Verizon Wireless with
coverage of 96.4 percent of the population and 46.4 percent of the area.
79.
Alexandria, LA (CMA205). We find that in this market, there is a high likelihood of
competitive harm due to the merged entity’s high combined market share, and we find it is unlikely that
the rivals with sufficient network capacity in this CMA could effectively and fully counter any
anticompetitive actions by the merged entity. AT&T has a market share of [REDACTED] percent and
Centennial has approximately [REDACTED] percent of the wireless subscribers. Thus, the merged entity
would have a post-transaction market share of [REDACTED] percent. Other carriers with coverage in the
CMA (see below) are: Sprint Nextel with [REDACTED] percent and Verizon Wireless with
[REDACTED] percent. The post-merger HHI in this CMA would be [REDACTED], an increase of
[REDACTED] from the current figure. The CMA has a population of about 145,035 and a population
density of about 72 POPs/sq. mile. With respect to network coverage, AT&T covers 89.2 percent of the
population and 65.8 percent of the area within this CMA. Centennial covers 99.9 percent of the
population and 99.4 percent of the area in this CMA. By comparison, the other providers with coverage
are: Sprint Nextel with coverage of 92.4 percent of the population and 76.6 percent of the area and
Verizon Wireless with coverage of 93.8 percent of the population and 74.3 percent of the area.
80.
Louisiana 3 – De Soto (CMA456). We find that in this market, there is a high
likelihood of competitive harm due to the merged entity’s high combined market share along with
insufficient network coverage by other service providers in this market that would effectively counter any
anticompetitive behavior by the merged entity. In this CMA, AT&T has a market share of [REDACTED]
percent and Centennial has approximately [REDACTED] percent of the wireless subscribers. Thus, the
merged entity would have a post-transaction market share of [REDACTED] percent. Other carriers with
coverage in the CMA (see below) are: Sprint Nextel with [REDACTED] percent, T-Mobile with
[REDACTED] percent, and Verizon Wireless with [REDACTED] percent. The post-merger HHI in the
CMA would be [REDACTED], an increase of [REDACTED] from the current figure. The CMA has a
population of about 150,186 and a population density of about 30 POPs/sq. mile. With respect to network
coverage, there is no other carrier besides the merged entity with sufficient population and area coverage
that could effectively discipline the market within the next two years.292 AT&T covers 85.6 percent of the
population and 61.4 percent of the area within this CMA. Centennial covers 74.8 percent of the
population and 62.9 percent of the area in this CMA. By comparison, the other providers with coverage
are: Sprint Nextel with coverage of 73.5 percent of the population and 48.1 percent of the area; T-Mobile
with coverage of 35.8 percent of the population and 25.7 percent of the area; and Verizon Wireless with
coverage of 60.4 percent of the population and 57.4 percent of the area.
81.
Louisiana 5 – Beauregard (CMA458). We find that in this market, there is a high
likelihood of competitive harm due to the merged entity’s high combined market share along with
insufficient network coverage by other service providers in this market that would effectively counter any
anticompetitive behavior by the merged entity. In this CMA, AT&T has a market share of [REDACTED]
percent and Centennial has approximately [REDACTED] percent of the wireless subscribers. Thus, the
merged entity would have a post-transaction market share of [REDACTED] percent. Other carriers with
coverage in the CMA (see below) are: Sprint Nextel with [REDACTED] percent, T-Mobile with
[REDACTED] percent, and Verizon Wireless with [REDACTED] percent. The post-merger HHI in this
CMA would be [REDACTED], an increase of [REDACTED] from the current figure. The CMA has a
population of about 399,898 and a population density of 43 POPs/sq. mile. With respect to network
292
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coverage, besides the merged entity, Sprint Nextel is the only carrier with sufficient population and area
coverage that could effectively discipline the market within the next two years.293 AT&T covers 99.3
percent of the population and 88.9 percent of the area within this CMA. Centennial covers 99.4 percent
of the population and 83.6 percent of the area in this CMA. By comparison, the other providers with
coverage are: Sprint Nextel with coverage of 94.9 percent of the population and 78.3 percent of the area;
T-Mobile with coverage of 37.5 percent of the population and 18.4 percent of the area; and Verizon
Wireless with coverage of 52.1 percent of the population and 27.3 percent of the area.
82.
Louisiana 6 – Iberville (CMA459). We find that in this market, there is a high
likelihood of competitive harm due to the merged entity’s high combined market share along with
insufficient network coverage by other service providers in this market that would effectively counter any
anticompetitive behavior by the merged entity. In this CMA, AT&T has a market share of [REDACTED]
percent and Centennial has approximately [REDACTED] percent of the wireless subscribers. Thus, the
merged entity would have a post-transaction market share of [REDACTED] percent. Other carriers with
coverage in the CMA (see below) are: Sprint Nextel with [REDACTED] percent, T-Mobile with
[REDACTED] percent, and Verizon Wireless with [REDACTED] percent. The post-merger HHI in the
CMA would be [REDACTED], an increase of [REDACTED] from the current figure. The CMA has a
population of about 183,474 and a population density of about 78 POPs/sq. mile. With respect to network
coverage, there is no other carrier besides the merged entity with sufficient population and area coverage
that could effectively discipline the market within the next two years.294 AT&T covers 100 percent of the
population and 78.1 percent of the area within this CMA. Centennial covers 71.6 percent of the
population and 37 percent of the area in this CMA. By comparison, the other providers with coverage
are: Sprint Nextel with coverage of 94 percent of the population and 37.9 percent of the area; T-Mobile
with coverage of 64.3 percent of the population and 13.5 percent of the area; and Verizon Wireless with
coverage of 97.1 percent of the population and 41.8 percent of the area.
83.
Louisiana 7 – West Feliciana (CMA460). We find that in this market, there is a high
likelihood of competitive harm due to the merged entity’s high combined market share along with
insufficient network coverage by other service providers in this market that would effectively counter any
anticompetitive behavior by the merged entity. In this CMA, AT&T has a market share of [REDACTED]
percent and Centennial has approximately [REDACTED] percent of the wireless subscribers. Thus, the
merged entity would have a post-transaction market share of [REDACTED] percent. Other carriers with
coverage in the CMA (see below) are: Sprint Nextel with [REDACTED] percent, T-Mobile with
[REDACTED] percent, and Verizon Wireless with [REDACTED] percent. The post-merger HHI in the
CMA would be [REDACTED], an increase of [REDACTED] from the current figure. The CMA has a
population of about 191,510 and a population density of about 69 POPs/sq. mile. With respect to network
coverage, there is no other carrier besides the merged entity with sufficient population and area coverage
that could effectively discipline the market within the next two years.295 AT&T covers 99.4 percent of the
population and 97.3 percent of the area within this CMA. Centennial covers 94.1 percent of the
population and 83.7 percent of the area in this CMA. By comparison, the other providers with coverage
are: Sprint Nextel with coverage of 76.8 percent of the population and 46.4 percent of the area; T-Mobile
with coverage of 29.5 percent of the population and 46.4 percent of the area; and Verizon Wireless with
coverage of 54.9 percent of the population and 26.6 percent of the area.
84.
Mississippi 8 – Claiborne (CMA500). We find that in this market, there is a high
likelihood of competitive harm due to the merged entity’s high combined market share along with
insufficient network coverage by other service providers in this market that would effectively counter any
293
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anticompetitive behavior by the merged entity. This CMA was also identified by our spectrum screen.
Within this CMA, one county – Jefferson County, Mississippi – triggered the spectrum screen, and this
county reflects only 6 percent of the CMA population. Thus, spectrum aggregation in this county was not
a determining factor to require a business unit divestiture in this market. In this CMA, AT&T has a
market share of [REDACTED] percent and Centennial has approximately [REDACTED] percent of the
wireless subscribers. Thus, the merged entity would have a post-transaction market share of
[REDACTED] percent. Other carriers with coverage in the CMA (see below) are: Cellular South with
[REDACTED] percent, Sprint Nextel with [REDACTED] percent, and Verizon Wireless with
[REDACTED] percent. The post-merger HHI in the CMA would be [REDACTED], an increase of
[REDACTED] from the current figure. The CMA has a population of 160,376 and a population density
of about 36 POPs/sq. mile. With respect to network coverage, besides the merged entity, Cellular South
is the only carrier with sufficient population and area coverage that could effectively discipline the market
within the next two years.296 AT&T covers 85.3 percent of the population and 57.1 percent of the area
within this CMA. Centennial covers 96 percent of the population and 88.6 percent of the area in this
CMA. By comparison, the other providers with coverage are: Cellular South with 98.2 percent of the
population and 90.3 percent of the area; Sprint Nextel with coverage of 69.5 percent of the population and
37.3 percent of the area; and Verizon Wireless with coverage of 27.2 percent of the population and 6.4
percent of the area.
85.
Puerto Rico Market. As discussed above, we find that the record raises significant
concerns about the potential for coordinated interaction between AT&T and América Móvil in Puerto
Rico due to the extensive corporate interrelationship between the companies.297 AT&T has made certain
commitments with respect to América Móvil, including restrictions on AT&T’s participation on América
Móvil’s Board of Directors, extension of the firewall between the two companies concerning information
about business and/or operations in Puerto Rico, the implementation of certain procedures to screen and
redact board packages of non-public information about businesses and/or operations in Puerto Rico,
amending the MSA to exclude Puerto Rico-specific operations, and appointment of a compliance officer
to oversee AT&T’s compliance with its commitments.298 We find that AT&T’s commitments ameliorate
our concerns about the potential for the likelihood of successful coordinated interaction by the merged
entity in Puerto Rico.
86.
Conclusion. In the above seven markets, the proposed transaction would reduce the
number of competitors and result in a significant likelihood of anticompetitive behavior by the combined
firm. We find that the totality of the circumstances in each of these markets would provide the incentive
and ability for the combined entity to raise price and restrict output.299 In all seven of these markets, the
merged entity has a combined market share that is significantly higher than the market share of rival
service providers. In these seven markets, the merged entity’s market share ranges from [REDACTED]
to [REDACTED] percent of the market. Thus, the combined entity’s market share ranges from
[REDACTED] to [REDACTED] times the market share of all competing service providers. Given the
demographics of the area and the contiguous nature of these markets, divestiture is necessary to prevent
the likelihood of anticompetitive behavior of the combined firm. We conclude that the presence and
capacity of rival service providers is such that the response of these providers is likely to be insufficient to
deter successful unilateral effects and/or coordinated interaction by the merged entity.
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POTENTIAL PUBLIC INTEREST BENEFITS

87.
In addition to assessing the potential competitive harms of the proposed AT&TCentennial transaction, we also consider whether the respective combination of these companies’ wireless
operations is likely to generate verifiable, transaction-specific public interest benefits.300 In doing so, we
ask whether the resulting combined entity would be able, and would be likely, to pursue business
strategies resulting in demonstrable and verifiable benefits to consumers that would not be pursued but for
the combination.301
88.
As discussed below, we find that the proposed transaction is likely to result in certain
transaction-specific public interest benefits. We reach this conclusion, however, recognizing that many of
these benefits may be challenging to achieve in the near future because of sizable technological and
financial requirements. As a result, it is difficult for us to precisely quantify either the magnitude of or
the time period in which these benefits will be realized.302
A.

Analytical Framework

89.
The Commission has recognized that “[e]fficiencies generated through a merger can
mitigate competitive harms if such efficiencies enhance the merged firm’s ability and incentive to
compete and therefore result in lower prices, improved quality of service, enhanced service or new
products.”303 Under Commission precedent, the Applicants bear the burden of demonstrating that the
potential public interest benefits of the proposed transaction outweigh the potential public interest
harms.304
90.
The Commission applies several criteria in deciding whether a claimed benefit should be
considered and weighed against potential harms. First, the claimed benefit must be transaction-specific.
This means that the claimed benefit “must be likely to be accomplished as a result of the merger but
unlikely to be realized by other means that entail fewer anticompetitive effects.”305 Second, the claimed
benefit must be verifiable. Because much of the information relating to the potential benefits of a merger
is in the sole possession of the applicants, they are required to provide sufficient evidence supporting each
claimed benefit so that the Commission can verify its likelihood and magnitude.306 In addition, “the
magnitude of benefits must be calculated net of the cost of achieving them.”307 Furthermore, as the
300

See, e.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17495 ¶ 114; Sprint Nextel-Clearwire Order, 23 FCC
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Rcd at 12504 ¶ 92; AT&T-Dobson Order, 22 FCC Rcd at 20330 ¶ 74.
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E.g., Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17495 ¶ 116; Sprint Nextel-Clearwire Order, 23 FCC Rcd
at 17614 ¶ 115; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21599 ¶ 204; see also DOJ/FTC Merger Guidelines
§ 4.
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Commission has explained, “benefits that are to occur only in the distant future may be discounted or
dismissed because, among other things, predictions about the more distant future are inherently more
speculative than predictions about events that are expected to occur closer to the present.”308 Third, the
Commission has stated that it “will more likely find marginal cost reductions to be cognizable than
reductions in fixed cost.”309 The Commission has justified this criterion on the ground that, in general,
reductions in marginal cost are more likely to result in lower prices for consumers.310
91.
Finally, the Commission applies a “sliding scale approach” to evaluating benefit
claims.311 Under this sliding scale approach, where potential harms appear “both substantial and likely, a
demonstration of claimed benefits also must reveal a higher degree of magnitude and likelihood than we
would otherwise demand.”312 On the other hand, where potential harms appear less likely and less
substantial, as is the case here, we will accept a lesser showing to approve the transaction.313
B.

Discussion

92.
The Applicants assert that the proposed transaction will result in a number of public
interest and consumer benefits. The Applicants state that the merger “will enable the combined firm to
offer Centennial’s customers, especially those in rural areas, advanced services that Centennial does not
currently offer, accelerate the provision of broadband and other next-generation wireless services, expand
each party’s network coverage, improve customers’ wireless calling experience and create substantial
economies of scale and scope that will benefit subscribers.”314 The Applicants contend that, overall, the
proposed transaction would provide substantial benefits for existing Centennial customers as well as
existing and future AT&T customers.315
1.

Expanded and Improved Services and Features

93.
The Applicants contend that the proposed transaction will particularly benefit
Centennial’s subscribers, who will gain access to a broader range of services available on AT&T’s
308
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national network, which covers more than 290 million people in 13,000 communities in the United
States.316
94.
Diverse Rate Plans. The Applicants state that the post-merger company will be able to
offer a wider variety of rate plans to Centennial’s customers, including those in rural areas, than
Centennial currently provides.317 As a result of the merger, Centennial’s customers will, according to the
Applicants, have a much larger pool of wireless customers (approximately 75 million) with whom they
can communicate without using their monthly minutes than is currently available to them (approximately
1 million).318 Centennial’s existing customers will, post-transaction, be able to roll over unused minutes
to the next month, an option they do not currently have.319
95.
Expanded Network Coverage. The Applicants contend that combining AT&T’s and
Centennial’s networks will result in an increase of network coverage for Centennial’s customers from 9
million POPs in the mainland U.S. and 4 million POPs in the Caribbean to over 290 million POPs.320 The
in-network coverage for Centennial’s customers who currently have access to a GSM network deployed
with GPRS/EDGE will increase by approximately [REDACTED] million POPs and [REDACTED] new
MSAs and [REDACTED] new RSAs, covering almost [REDACTED] percent of the geographic area of
the U.S.321 AT&T’s customers will also benefit from the combined network, which will increase the
coverage of AT&T’s GSM network deployed with GPRS/EDGE by more than [REDACTED] million
POPs and the addition of [REDACTED] RSA.322 The Applicants state that combining the coverage of the
two networks will eliminate roaming between them and thus will benefit the customers of both companies
when they travel outside their home areas “by enabling more consistent access to features, fewer dropped
calls, and increased data speeds.”323
96.
3G and 4G Deployment. The Applicants explain that, currently, Centennial provides 3G
wireless broadband services only to its customers in Puerto Rico and the U.S. Virgin Islands, using
EVDO Rev. A technology.324 Centennial states that [REDACTED], Centennial has not commercially
deployed 3G technology in its mainland U.S. markets.325 It also states that, [REDACTED], it does not

316

Application, Public Interest Statement at 5.

317

Application, Public Interest Statement at 6 (citing Declaration of Hunt at ¶ 10).
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Application, Public Interest Statement at 6 (citing Declaration of Hunt at ¶¶ 4, 12).
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Application, Public Interest Statement at 6-7 (citing Declaration of Hunt at ¶ 12).
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Application, Public Interest Statement at 19 (citing Declaration of Hunt at ¶ 4; Declaration of Moore at ¶ 4);
Centennial 10-K at 1.
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Information Request I Response at 8, 12 (calculating the difference between the combined entity’s total GSM
network coverage of [REDACTED] POPs in [REDACTED] MSAs, and [REDACTED] RSAs throughout
[REDACTED]% of the U.S. geographic area, and Centennial’s existing GSM coverage of [REDACTED] POPs in
[REDACTED] MSAs and [REDACTED] RSAs throughout [REDACTED]% of the U.S. geographic area).
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network coverage of [REDACTED] POPs in [REDACTED] MSAs, and [REDACTED] RSAs throughout
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[REDACTED] MSAs and [REDACTED] RSAs throughout [REDACTED]% of the U.S. geographic area).
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have any plans to launch 4G services either in the mainland U.S. or Puerto Rico and the U.S. Virgin
Islands.326
97.
The Applicants assert that the proposed transaction will enable AT&T to provide 3G
services to Centennial’s customers throughout its footprint.327 With the addition of Centennial’s network
infrastructure and its 850 MHz spectrum, AT&T will begin to expand its 3G network to numerous
Centennial cell sites beginning in 2010,328 and AT&T estimates that the transaction will accelerate the
deployment of 3G services to Centennial territories by at least [REDACTED].329 The Applicants claim
that AT&T, which has deployed 3G services to 320 cities, has extensive experience, infrastructure,
resources, and supplier contracts necessary for such deployment.330 AT&T commits to provide the
Commission with periodic updates every six months over the next three years on its progress towards
deploying 3G services in the former Centennial areas.331 We accordingly condition our grant of consent
to the proposed transaction on AT&T’s compliance with this commitment to file periodic updates.
98.
While no plans or timelines have yet been established, the Applicants assert that, as a
result of the merger, AT&T will be able to roll out 4G technology more quickly in Centennial service
areas where AT&T holds AWS or 700 MHz spectrum, but lacks towers or necessary infrastructure to use
this spectrum.332 Moreover, addition of the Centennial spectrum will provide AT&T with sufficient
spectrum that it otherwise would not have to enable it to roll out 4G services.333 The post-merger
company will be able to set aside a portion of its combined spectrum for LTE implementation without
jeopardizing the quality of service to existing customers.334
99.
Handsets with Advanced Services Capabilities. The Applicants assert that as a result of
the proposed transaction, Centennial’s customers will have access to all handset offerings and services
available to new AT&T customers at that time.335 As of May 2009, AT&T offered [REDACTED]
handset models, [REDACTED] of which support UMTS technology for 3G services.336 Centennial
offered only [REDACTED] handset models for its customers in the mainland United States, only
326

Application, Public Interest Statement at 16 (citing Declaration of Hunt at ¶ 14); Information Request I Response
at 44.
327

Application, Public Interest Statement at 16 (citing Declaration of Hunt at ¶ 14).
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See Letter from Joan Marsh, AT&T Inc., to Marlene H. Dortch, Secretary, Federal Communications Commission
(Nov. 5, 2009), at 1 (“AT&T Nov. 5 Ex Parte Letter); see also Application, Public Interest Statement at 16-17
(citing Declaration of Moore at ¶ 23).
329

Information Request I Response at 26.
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rapid deployment of 3G services. Id. After it acquired Dobson in 2007, it deployed 3G services in 2008 in portions
of 29 CMAs that were part of Dobson’s footprint. Id. It tentatively planned to deploy 3G technology in portions of
43 formerly-Dobson CMAs in 2009. Id.
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AT&T Nov. 5 Ex Parte Letter at 2.
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Application, Public Interest Statement at 17 (citing Declaration of Moore at ¶ 22); Information Request I
Response at 27; AT&T Nov. 5 Ex Parte Letter at 1-2.
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[REDACTED] of which support UMTS technology, and [REDACTED] handset models for its customers
in Puerto Rico and the U.S. Virgin Islands.337 Because Centennial does not have 3G capability in its
mainland U.S. service areas,338 it cannot offer its subscribers mobile video and music subscription service,
location-based services, and other advanced and multimedia features that are available to AT&T
subscribers.339 The Applicants maintain that, as a result of the merger and following AT&T’s rollout of
3G services in Centennial’s service areas, Centennial’s customers will be able to use dual-mode phones
with integrated Wi-Fi and GPS navigation and other innovative features such as free access at Wi-Fi
hotspots at more than 17,000 locations.340 Finally, the Applicants also assert that, as a result of the
merger, Centennial customers will be able to purchase handsets at lower costs.341
100.
Improved International Roaming. The Applicants assert that the proposed merger will
result in an increased availability of international roaming at lower rates for Centennial’s customers.342
Currently, Centennial maintains roaming agreements that provide for direct interconnection with
providers only in a small number of countries;343 roaming in the remaining countries is provided through
Centennial’s participation in clearinghouse relationships at generally higher rates.344 Moreover,
Centennial’s international roaming arrangements include data capabilities in only a minority of the
countries.345 In contrast, AT&T claims that it has the largest international roaming availability of any
U.S. carrier, and its customers benefit from better rates and broader service options.346 As a result of the
proposed transaction, Centennial’s subscribers will have access to more than 630 international roaming
agreements, and will be able to use roaming voice services and roaming data services in 211 and 131
countries, respectively.347
101.
Open Applications Policy. The Applicants contend that the merger will allow
Centennial’s customers to benefit from AT&T’s Open Applications Policy.348 This policy will afford
Centennial’s customers access to more application choices, more handset options, and a more robust
network on which to experience downloaded applications.349 AT&T offers its subscribers a broad variety
of content and applications for their wireless phones.350 AT&T also explains that its customers can
337

Information Request I Response at 24.

338

Information Request I Response at 6, 25.
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Application, Public Interest Statement at 7 (citing Declaration of Hunt at ¶ 11).
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Application, Public Interest Statement at 8 (citing Declaration of Moore at ¶ 11).
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56-58.
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Information Request I Response at 20.
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download any application that is compatible with their handsets.351 In addition, AT&T states that its
customers have access to a wide variety of handsets that can support various operating systems, features,
applications, and functionalities.352 Customers also are allowed to use their own GSM-compatible device
on AT&T’s GSM network.353
102.
Wireless/Wireline Integration. The Applicants state that the proposed transaction will
enable the combined entity to integrate Centennial’s wireless network with AT&T’s wireline network.354
In the mainland U.S., AT&T has incumbent LEC operations in 30 of the 41 CMAs where Centennial
currently provides wireless service.355 Those of Centennial’s customers residing in AT&T’s wireline
service areas will be able to take advantage of AT&T’s Unity Plans, which allow free calling among
AT&T’s wireless and wireline residential and business phone numbers.356 The Applicants contend that
customers that have both wireless and wireline services will also be able to take advantage of discounts,
special DSL pricing, and unified billing.357
103.
Improved Reception and Signal Quality. The Applicants state that the integration of
AT&T’s and Centennial’s networks, with the associated greater cell site density, will result in better
reception and signal quality for both companies’ customers.358 The Applicants conclude that customers of
the merged company will have a better customer calling experience, with more seamless service, fewer
dropped calls, dead spots, and coverage gaps, and improved data speeds and feature performance.359
104.
Benefits for Business Customers. The Applicants contend that the combined entity will
be in a better position to provide wireless services to business customers.360 Centennial currently offers
its business customers the same wireless products and services that are offered to consumers.361 In
contrast, AT&T has several innovative wireless services it offers to its business customers.362
Centennial’s business customers would, post-merger, gain access to AT&T offerings such as Corporate
Digital Advantage, which includes a broad array of features and functionalities tailored to the needs of
businesses, Premier Enterprise Portal Wireless Management Center, Enterprise on Demand, and Business
Pooled Nation voice plan, as well as increased access to WiFi service.363
351
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Improved Disaster Preparedness

105.
The Applicants contend that the merger will improve the combined entity’s ability to
prepare for as well as respond to emergencies, such as natural disasters, acts of terrorism, and others.364
They state that the combined entity will benefit from adding Centennial’s experience in responding to
hurricanes and other disasters with AT&T’s own experience as well as its many emergency preparedness
resources, such as two mobile command centers, mobile generators, and mobile cell sites that are
connected via satellite or landline.365 The use of AT&T’s 3G network has also proven critical during
emergencies.366 The Applicants explain that because Centennial’s network switches in Alexandria,
Louisiana, are located outside of the typical hurricane centers closer to the Gulf Coast, they are less
susceptible to power outages caused by hurricanes.367 The Applicants maintain that the denser network of
the combined entity will be more resilient to power outages than either network would be individually.368
Overlap of the two networks, which operate in two separate bands (850 MHz and 1900 MHz), will ensure
that emergency equipment that operates on either band can be deployed to restore service.369 The
Applicants assert that in Puerto Rico, the combined entity will benefit from Centennial’s broader presence
and more extensive emergency recovery capabilities.370
3.

Substantial Additional Cost Synergies

106.
The Applicants maintain that the proposed transaction will result in substantial additional
savings in costs of operations, which in turn will increase the combined entity’s competitiveness and the
introduction of innovative features and services.371 The Applicants state that cost savings will result from
“reduced per-subscriber costs of acquiring customers; the reduction of general and administrative costs;
the consolidation of cell sites; the reduction of network operating expenses; and the consolidation of
customer billing functions.”372 Examples of such cost savings include: the elimination of redundant
towers; shifting AT&T’s current wireline traffic in Puerto Rico from PRTC to Centennial’s wireline
network; reduced roaming costs; and AT&T’s lower cost per subscriber (due to its economies of scale)
for general and administrative expenses, billing and customer care, and marketing and advertising, as well
as elimination of duplicative activities in these categories of expense.373 The Applicants maintain that
some portion of the savings in advertising, billing, general and administrative, and network categories
will be passed on to the subscribers, as they represent reductions in the variable costs of offering cellular
service.374 They expect cost synergies with a net present value of approximately [REDACTED].375
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Puerto Rico Wireline Service Benefits

107.
In Puerto Rico, AT&T provides wireline services to a number of businesses, but because
it does not own “last mile” facilities, it must rely on local services provided by third parties.376 AT&T’s
focus is on large national and multinational companies that also have telecommunications needs in Puerto
Rico.377 Centennial’s principal services consist of voice services (e.g., local and long distance telephony,
ISDN-PRI/BRI, DS1, POTS, toll free services, and VoIP), dedicated services (e.g., private line, frame
relay, ATM, and Ethernet), and Internet services (e.g., dedicated access and dial-up).378 The Applicants
assert that as a result of the proposed merger, AT&T will be able to provide its business customers in
Puerto Rico a single point of contact for their telecommunication services instead of relying on local
services provided by third parties.379 The Applicants contend that Centennial’s business customers will
also benefit by being able to travel on one network and gaining access to “AT&T’s global service
offerings, including global Internet service, Enhanced VPN and other advanced managed services.”380
C.

Conclusion

108.
While we find that this transaction is likely to result in transaction-specific public interest
benefits, we are not able on the basis of this record, using the sliding-scale approach described above, to
conclude that they are sufficiently large or imminent to outweigh the potential harms we have identified
in certain individual markets. In those markets, therefore, remedies are necessary to ameliorate likely
competitive harms.
VII.

DIVESTITURE OF MARKETS

109.
Using the analytical standards outlined above, we find that the Applicants’ proposed
transaction would likely pose significant competitive harms in seven local mobile telephony/broadband
services markets. We conclude that, in these markets, the potential harms would not be outweighed by
the proposed transaction’s alleged public interest benefits. Thus, if our analysis ended at this point, we
would have to conclude that the Applicants have not demonstrated that the proposed transaction, on
balance, would serve the public interest, convenience, and necessity.
110.
In its review of proposed transactions, the Commission is empowered to impose
conditions on the transfer of control of Commission licenses to mitigate the harms the transaction would
likely create. Such conditions are tailored to address the specific harms anticipated based on economic
analysis, examination of documents submitted in response to our inquiry, and public comment contained
in the record of this proceeding. We conclude that the conditions set forth below alter the public interest
balance of the proposed transaction by mitigating the potential public interest harms. Accordingly, with
the conditions that we adopt in this Memorandum Opinion and Order, and assuming the Applicants’
compliance with these conditions, we find that the Applicants have demonstrated that the proposed
transfer of licenses would serve the public interest, convenience, and necessity. We find that the
operating unit divestitures described herein resolve certain transaction-specific competitive harms
disclosed by our competitive analysis above. As discussed below,381 we accept certain commitments
(Continued from previous page)
375
Information Request I Response at 50. [REDACTED]. Information Request I Response at 50.
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made by AT&T and will impose these commitments as conditions designed to ensure that the proposed
transaction is in the public interest by remedying additional harms which may occur as a result of the
proposed transaction.
A.

Operating Unit Divestitures

111.
We found above that the proposed transaction would be likely to cause significant
competitive harm in seven geographic markets. The Department of Justice also required divestiture of
these markets. Specifically, our analysis indicated that, in those markets, there would not be an adequate
number of competing service providers remaining after the transaction with sufficient network and
spectrum assets to deter anticompetitive behavior by the merged entity. To address these concerns, we
will require the Applicants to divest all licenses, spectrum leasing arrangements, and authorizations and
related operational and network assets, which shall include certain employees, retail sites, subscribers,
customers, all fixed assets, goodwill, and all spectrum associated therewith and any other assets, tangible
or intangible, used in the operation of the mobile telephony/broadband services to be divested (together,
the “Divestiture Assets”), of Centennial in certain markets. Specifically, we condition this grant of
authority to transfer control of licenses, authorizations, and spectrum leasing arrangements held by
Centennial and its subsidiaries to AT&T on the divestiture of the Divestiture Assets in the seven markets
listed below:
CMA

B.

Name

CMA174

Lafayette, LA

CMA205

Alexandria, LA

CMA456

Louisiana 3 – De Soto

CMA458

Louisiana 5 – Beauregard

CMA459

Louisiana 6 – Iberville

CMA460

Louisiana 7 – West Feliciana

CMA500

Mississippi 8 – Claiborne

Operation of Divestitures

112.
Disposal of the Divestiture Assets in the seven geographic markets in which competitive
harm is likely will be accomplished in the following way. A Management Trustee shall be appointed to
serve as manager and operator of the Divestiture Assets until such assets are sold to third party purchasers
or transferred to a Divestiture Trustee (who may be the same person as the Management Trustee). During
the period in which the Management Trustee is in day-to-day control of the Divestiture Assets, AT&T
shall retain de jure control and shall have the sole power to market and dispose of the Divestiture Assets
to third-party buyers, subject to the Commission’s regulatory powers and processes with respect to license
transfers and assignments and the terms of the agreements to be contained in any preservation of assets
stipulation, proposed final judgment, or other document or agreement that may be entered into between
the Applicants and the DOJ.
113.
To the extent the Applicants file applications to enter into short-term de facto transfer
spectrum leases in order to transfer certain Divestiture Assets into the trust with the Management Trustee,
these applications must include a request to approve the identity of the Management Trustee and the terms
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of the trust agreement (“Management Trustee Agreement”).382 We require that all of the Divestiture
Assets shall be transferred to the trust in accordance with the terms of this Memorandum Opinion and
Order no later than upon consummation of this proposed transaction. The Management Trustee
Agreement must include all reasonable and necessary rights, powers, and authorities to permit the
Management Trustee to perform his duties of day-to-day management of the Divestiture Assets, in the
ordinary course of business, in order to run the businesses carried on in those CMAs and to permit
expeditious divestiture.383 The Management Trustee will serve at the cost and expense of the
Applicants.384
114.
From the date of release of this Memorandum Opinion and Order, and until the
divestitures ordered herein have been consummated, both the Applicants and the Management Trustee
shall preserve, maintain, and continue to support the Divestiture Assets and shall take all steps to manage
them in a way as to permit prompt divestiture. We require that the Applicants and the Management
Trustee abide by the same provisions relating to the duties of the Management Trustee and the
preservation of the Divestiture Assets as those contained in any DOJ preservation of assets stipulation or
any other document or agreement. We also require that, to the extent any DOJ preservation of assets
stipulation or Management Trustee Agreement or other document or agreement requires the Applicants or
the Management Trustee to provide DOJ with any reports, affidavits, notifications, or statements of
compliance or requires that the Applicants seek any approvals from the DOJ, the Applicants will also
provide such reports, affidavits, notifications, and statements to, and seek such approvals from, the
Commission.
115.
The Applicants will be allowed 120 days from the closing of their transaction or five days
after notice of entry of any Final Judgment, whichever is later (the “Management Period”), to divest the
Divestiture Assets prior to the second stage of the divestiture procedures becoming operative. Upon
application by the Applicants to the Bureau, the Bureau may grant one or more extensions of the
Management Period, not to exceed 60 days in the aggregate, to allow the Applicants further time to
dispose of the Divestiture Assets.385
116.
Upon expiration of the Management Period, any Divestiture Assets that remain owned by
the Applicants shall be irrevocably transferred to a Divestiture Trustee, who shall be solely responsible
for accomplishing disposal of the Divestiture Assets. The Applicants will submit to the Bureau, for
approval, both the name of the proposed Divestiture Trustee and a draft of the divestiture trust
agreement386 to be entered into with the Divestiture Trustee together with an appropriate application to
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See supra Part II.C.2, Department of Justice Review.
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The duties and responsibilities of the Management Trustee and the terms relating to how the Divestiture Assets
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effect such transfer no later than 30 days prior to the expiration of the Management Period.387 The
Divestiture Trustee will serve at the cost and expense of the Applicants and shall file monthly reports with
the Bureau setting forth his efforts to divest the Divestiture Assets.
117.
The Divestiture Trustee shall use its best efforts to sell the Divestiture Assets within six
months of appointment, subject to the Commission’s regulatory powers and process with respect to
license transfers and assignments. The expeditious disposal of the Divestiture Assets during this period is
of greater importance than the price that might otherwise be obtained for such assets. If a sale of any of
the Divestiture Assets that consist of operating units and associated spectrum has not been effectuated
within such period, the Divestiture Trustee shall file a report with the Bureau explaining the Divestiture
Trustee’s efforts to sell the Divestiture Assets, the reasons why the Divestiture Assets have not been sold,
and the Divestiture Trustee’s recommendations. The Commission will consider such report and will issue
such further orders as it considers appropriate.
118.
Subject to our regulatory powers and processes, to the extent that any of the Divestiture
Assets are included within any DOJ preservation of assets stipulation, DOJ proposed final judgment or
any other document or agreement, we will allow the Applicants to proceed to divest such assets in
accordance with the terms of the provisions of those documents.
119.
To the extent that this Memorandum Opinion and Order conflicts with any document or
agreement among the DOJ, the Applicants, the Management Trustee, and the Divestiture Trustee, the
Applicants must nonetheless comply with the terms of this Memorandum Opinion and Order.
VIII.

OTHER ISSUES
A.

Roaming

120.
Background. Roaming occurs when the subscriber of one CMRS provider travels beyond
the service area of that provider and uses the facilities of another CMRS provider to place an outgoing
call, to receive an incoming call, or to continue an in-progress call.388 Subscribers can roam manually by
providing a credit card number to the host carrier, while automatic roaming allows mobile telephone
subscribers to place calls while roaming as they do in their home coverage area, by simply entering a
phone number and pressing “send.”
121.
In the Roaming Report and Order,389 the Commission determined that the automatic
roaming obligation applies to real-time, two-way switched voice or data services that are interconnected
with the public switched network and utilize an in-network switching facility that enables providers to
reuse frequencies and accomplish seamless hand-offs of subscriber calls.390 The Commission determined
that automatic roaming, as a common carrier obligation, does not extend to services that are classified as

387

Except to the extent that any provisions herein conflict, we require that the Applicants and the Divestiture Trustee
fully comply with the provisions of any DOJ Proposed Final Judgment relating to the responsibilities of the
Divestiture Trustee as if they were set forth herein in extenso.
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See, e.g., AT&T-Dobson Order, 22 FCC Rcd at 20324 ¶ 59; ALLTEL-Midwest Wireless Order, 21 FCC Rcd at
11561-62 ¶ 98; Cingular-AT&T Wireless Order, 19 FCC Rcd at 21586 ¶ 166; see also Reexamination of Roaming
Obligations of Commercial Mobile Radio Service Providers, Automatic and Manual Roaming Obligations
Pertaining to Commercial Mobile Radio Service, WT Docket No. 05-265, 00-193, Memorandum Opinion and Order
and Notice of Proposed Rulemaking, 20 FCC Rcd 15047, 15048 ¶ 2 (2005).
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information services or to other wireless services that are not CMRS.391 Additionally, the Commission
determined that when “a reasonable request is made by a technologically compatible [CMRS] carrier, a
host [CMRS] carrier must provide automatic roaming to the requesting carrier outside of the requesting
carrier’s home market . . .”392 on reasonable and non-discriminatory terms and conditions.393 The
Commission also stated that if a carrier makes a reasonable request for automatic roaming, “then the
would-be host carrier cannot refuse to negotiate an automatic roaming agreement with the requesting
carrier.”394 The Commission also found that it would serve the public interest to extend automatic
roaming obligations to push-to-talk and Short Message Services (SMS), but declined to adopt a rule
extending the automatic roaming obligation beyond that to offerings such as non-interconnected services
or features provided over enhanced digital networks, such as wireless broadband Internet access.395
Nevertheless, in the Roaming Further Notice, the Commission sought comment on whether it should
extend the automatic roaming obligation to non-interconnected services or features, including services
that have been classified as information services, such as wireless broadband Internet access service, or
other non-CMRS services offered by CMRS carriers.396 The Commission also maintained its existing
manual roaming requirement, which imposes on CMRS providers the obligation to permit customers of
other service providers to roam manually on their networks.397 The provision of automatic roaming
services is subject to the requirements of Sections 201, 202, and 208 of the Communications Act.398
122.
Several parties assert that competition in the marketplace for roaming services will be
harmed as a result of the consolidation proposed in the transaction.399 Cincinnati Bell contends that
because Centennial is the last GSM carrier to have an appreciable facility footprint that AT&T does not
cover, without conditions, AT&T will have power in the wholesale roaming market to dictate terms and
prices to its remaining roaming partners.400 Cincinnati Bell also asserts that the transaction would allow
AT&T to extend its anticompetitive practices into Centennial’s territory and adopt new anticompetitive
practices.401
123.
Several parties also request that the Commission impose conditions on this transaction,
such as holding or lowering the rates in AT&T and Centennial’s roaming agreements;402 providing
391

See Roaming Report and Order, 22 FCC Rcd at 15818-19, 15839 ¶¶ 2, 60.
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Roaming Report and Order, 22 FCC Rcd at 15818, 15831 ¶¶ 2, 33.

393

Id. at 15826 ¶ 23.
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Id. at 15828 ¶ 28.

395

See id. at 15839 ¶ 60.
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Roaming Further Notice, 22 FCC Rcd at 15845-46 ¶¶ 77-81.
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47 C.F.R. § 20.12(c) provides:
Each carrier subject to this section must provide mobile radio service upon request to all subscribers in good
standing to the services of any carrier subject to this section, including roamers, while such subscribers are
located within any portion of the licensee’s licensed service area where facilities have been constructed and
service to subscribers has commenced, if such subscribers are using mobile equipment that is technically
compatible with the licensee’s base stations.
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See generally Roaming Report and Order, 22 FCC Rcd at 15818, 15824 ¶¶ 1, 18.
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Cincinnati Bell Petition at 3; RCA Comments at 5; Cellular South Petition at 8-9.
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Cincinnati Bell Petition at 2-3, 6-7, 9-12; Cincinnati Bell Reply at 3.
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Cincinnati Bell Reply at 2-3.
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RCA Comments at 7.
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carriers that roam with both AT&T and Centennial the option to select either agreement to govern postmerger;403 expanding AT&T and Centennial’s roaming agreements to other services not covered by those
agreements;404 and requiring AT&T to provide automatic data roaming.405 Cincinnati Bell also argues
that the Commission should impose a condition on AT&T to honor Centennial’s existing roaming
agreements for at least seven years following the consummation of the merger.406 Cincinnati Bell cites
Verizon Wireless’s voluntary commitment in the Verizon/ALLTEL transaction to retain ALLTEL’s
agreements for four years, but argues that AT&T’s post-merger stranglehold on the market warrants a
longer period.407 According to Cincinnati Bell, the only prospect to loosen AT&T’s grip is the full
deployment of LTE by multiple carriers, which would eliminate the technology limitations in the roaming
marketplace.408 RCA argues that, at a minimum, AT&T’s roaming obligations should be clear that they
apply to the entirety of the roaming agreement as well as to future services and spectrum bands of each
carrier.409
124.
The Applicants initially respond that the proposed transaction, with any required
divestitures, will not disturb the competitive retail market, and thus Commission-imposed roaming
conditions are inappropriate.410 The Applicants further assert that the circumstances in the VerizonALLTEL transaction, which was conditioned upon roaming commitments by Verizon Wireless, could not
be more different than the circumstances in the proposed transaction.411 For example, the Applicants state
that Centennial’s licensed service area covers only about 1/25th the area that ALLTEL covered, is much
more densely populated, and is almost ubiquitously served by national carriers, which are Centennial’s
principal competitors and provide alternative roaming partners.412 In addition, the Applicants contend
that in contrast to the Verizon-ALLTEL transaction, where many regional, small, and rural carriers were
heavily dependent upon ALLTEL for roaming services, many of the regional, small and rural carriers that
operate in Centennial’s service area do not use the same technology as Centennial and thus do not roam
with Centennial.413 According to the Applicants, whereas ALLTEL and its predecessors had made
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RCA Comments at 7; Cincinnati Bell Petition at 14-15; Letter from Todd B. Lantor, Counsel to Rural Cellular
Association, to Marlene H. Dortch, Secretary, Federal Communications Commission (Oct. 27, 2009), at 2 (“RCA
Oct. 27 Ex Parte Letter”).
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RCA Comments at 7; Cincinnati Bell Petition at ii, 17-19.
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Cincinnati Bell Petition at 14.
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RCA Oct. 27 Ex Parte Letter at 2.
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Information Request II Response at 8-9.
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Information Request II Response at 9-12.
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Information Request II Response at 11.
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Information Request II Response at 11-12. The Applicants state that Centennial sells more than [REDACTED]
percent of its roaming services in the mainland U.S. to [REDACTED] and [REDACTED]. Centennial sells more
than [REDACTED] percent of its roaming services in Puerto Rico and the U.S. Virgin Islands to Sprint Nextel.
Centennial’s largest roaming partner that is a regional, small, or rural carrier, [REDACTED], purchased about
[REDACTED] of roaming services from Centennial in the most recent fiscal year. Information Request II Response
at 11-12.
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roaming a major focus of their business, the provision of roaming is a small part of Centennial’s business
and accounts for less than seven percent of its revenues.414
125.
The Applicants also contend that Cincinnati Bell and RCA are attempting to achieve a
sizable and unwarranted windfall in the extension of roaming privileges they now enjoy over Centennial’s
limited footprint throughout the entire post-merger AT&T territory.415 The Applicants assert that
Cincinnati Bell and RCA are seeking Commission-imposed terms that they would not be able to obtain in
a normal business negotiation with AT&T.416 The Applicants further assert that there is no potential
competitive harm from a reduction of roaming options as a result of the proposed transaction. According
to the Applicants, AT&T predominantly relies on GSM and so there is no danger that AT&T will
abandon Centennial’s GSM network.417
126.
In a letter filed in the docket for this proceeding, AT&T continues to argue that prompt
approval of the transaction will unquestionably advance the public interest and agrees to voluntary
roaming commitments in order to expedite approval of this transaction.418 More specifically and as
detailed below, AT&T states that it will honor Centennial’s existing roaming agreements with other
carriers.419 AT&T also voluntarily commits that any carrier with fewer than 10 million subscribers that
has a roaming agreement with Centennial will have the option to continue to obtain roaming services, in
those areas where the carrier was obtaining roaming services, for a period of at least 48 months after
closing.420
127.
Cincinnati Bell further argues that AT&T acts in an anticompetitive manner in the
roaming market, specifically, by imposing “primary carrier” requirements on its roaming partners that
make it more difficult for Cincinnati Bell and similarly situated customers to roam on carriers other than
AT&T in areas where AT&T provides service.421 Accordingly, Cincinnati Bell requests that the
Commission forbid AT&T to enforce any “primary carrier” requirement for carriers who elect to remain
in their AT&T agreements, or to attempt to prevent such carriers from competing for nationwide
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Information Request II Response at 12.

415

Information Request II Response at 12 n.20.
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Information Request II Response at 12 n.20.
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Information Request II Response at 12. According to the Applicants, there is only one non-divestiture CMA in
which a GSM-based regional, small, or rural carrier is a facilities-based competitor, Indiana RSA No. 6 – Randolph
(CMA408), where Cincinnati Bell is one of six current facilities-based competitors. Information Request II
Response at 12-13.
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AT&T Letter of Commitment at 2.
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AT&T Letter of Commitment at 3 (AT&T makes the following voluntary commitment: “AT&T will honor
Centennial’s existing agreements with other carriers to obtain roaming services on Centennial’s network pursuant to
the rates, terms and conditions contained in Centennial’s roaming agreements on the date the AT&T-Centennial
merger closes (“Merger Closing Date”) for the full term of those agreements, notwithstanding any change of control
or termination for convenience provisions in those agreements.”).
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AT&T Letter of Commitment at 3 (AT&T makes the following voluntary commitment: “[A]ny carrier with
fewer than 10 million subscribers that has an effective roaming agreement with Centennial on the Merger Closing
Date will have the option to continue to obtain roaming services, pursuant to the rates, terms and conditions of that
agreement, in those areas where the carrier was obtaining roaming services on the Centennial network on the Merger
Closing Date, for the later of (i) a period of 48 months after the Merger Closing Date, or (ii) the full term of such
carrier’s agreement with Centennial.”).
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Cincinnati Bell Petition at 7.
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customers.422 AT&T denies Cincinnati Bell’s contention that AT&T requires that its roaming partners
treat it as a “primary carrier” and argues that Cincinnati Bell attempted to use its roaming agreement with
AT&T to resell AT&T’s services to customers outside of Cincinnati Bell’s service area.423
128.
Some commenters also raise the issue of interoperability in conjunction with roaming.424
Cellular South states that “[w]hen networks are interoperable, connectivity is not interrupted during intercarrier handoffs and the customer who is roaming on another network does not lose functionality on his or
her device.”425 RCA contends that large carriers, like AT&T, are known to create "moats" around their
service areas, and without interoperability, calls near the edge of a license area are not sustained.426 Both
RCA and Cellular South argue that the Commission should require AT&T to negotiate in good faith for
interoperability agreements for voice and data services with other carriers along with the automatic
roaming agreements.427 AT&T argues that the issues related to interoperability are unrelated to this
merger and concern the wireless industry generally.428 AT&T notes that the Commission has a
longstanding policy of not considering arguments in merger proceedings that are better addressed in
other Commission proceedings and not imposing conditions to remedy pre-existing harms or harms
that are unrelated to the transaction.429
129.
Discussion. We condition our approval of this transaction on AT&T’s commitment to
honor Centennial’s existing agreements with other carriers to obtain roaming services on Centennial’s
network pursuant to the rates, terms and conditions contained in Centennial’s roaming agreements on the
date the AT&T-Centennial merger closes (“Merger Closing Date”) for the full term of those agreements,
notwithstanding any change of control or termination for convenience provisions in those agreements.
We also condition our approval of this transaction on AT&T’s commitment that any carrier with fewer
than 10 million subscribers that has an effective roaming agreement with Centennial on the Merger
Closing Date will have the option to continue to obtain roaming services, pursuant to the rates, terms and
conditions of that agreement, in those areas where the carrier was obtaining roaming services on the
Centennial network on the Merger Closing Date, for the later of (i) a period of 48 months after the Merger
Closing Date, or (ii) the full term of such carrier’s agreement with Centennial. This commitment does not
apply to (a) any properties other than those AT&T is acquiring through the Centennial merger and (b) any
properties that are to be divested. This commitment also does not limit AT&T’s right in these areas to
422

Cincinnati Bell Petition at ii, 3, 12-15, 24; Cincinnati Bell Reply at 3.

423

Joint Opposition at 7 n.16.
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Joint Opposition at i, 4-5.
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Joint Opposition at 4-5 (citing a number of Commission orders, including Sprint Nextel-Clearwire Order, 23
FCC Rcd at 17581-82 ¶ 22; Verizon Wireless-ALLTEL Order, 23 FCC Rcd at 17462-63 ¶ 29; AT&T Inc. and
BellSouth Corporation Application for Transfer of Control, WC Docket No. 06-74, Memorandum Opinion and
Order, 22 FCC Rcd 5662, 5674-75 ¶ 22 (2007); SBC Communications, Inc. and AT&T Corp. Applications for
Approval of Transfer of Control, WC Docket No. 05-65, Memorandum Opinion and Order, 20 FCC Rcd 18290,
18303 ¶ 19 (2005); Sprint-Nextel Order, 20 FCC Rcd at 13979 ¶ 23; Cingular-AT&T Wireless Order, 19 FCC Rcd
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5904 ¶ 123 (1994)).
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reasonably manage its networks in an efficient manner to support the provision of 3G or 4G services to
customers. In addition, this commitment shall not be interpreted to restrict AT&T’s ability to modify,
upgrade, or sunset Centennial’s existing network, features or functionalities, in whole or in part, as AT&T
implements its network technology of choice in these areas. Similarly, nothing in this commitment will
be construed as limiting the rights of any carrier to pursue roaming arrangements pursuant to Commission
rules and the remedies they afford.
130.
We find that AT&T’s roaming-related commitments, along with the package of
divestitures on which we are conditioning our approval of this transaction, are sufficient to prevent
competitive harm that this transaction would likely cause in certain geographic markets. We do not find
that the specific facts of this situation warrant a condition that AT&T honor Centennial’s existing
roaming agreements, all or in part, for a period of seven years, as suggested in the record by some parties.
Instead, we conclude that given the circumstances of this transaction, a period of four years ensures
sufficient time, if necessary, for small carriers to resolve any roaming-related issues created specifically
by the transaction. Additionally, we find that given the specific circumstances of this transaction,
AT&T’s four-year roaming commitment with respect to small carriers provides a sufficient safeguard on
the ability of small carriers to continue roaming on Centennial’s network that AT&T is acquiring. In
particular, we note that many of the regional, small, and rural carriers that operate in Centennial’s service
area do not use the same network technology as Centennial and thus do not roam on Centennial’s
network. We also note that roaming is a small part of Centennial’s business, and that the limited
geographic size of Centennial’s service area (only about two percent of the 48 contiguous states) similarly
limits the impact of this transaction on the availability of roaming services. In addition, we note that the
relatively high population density of Centennial’s licensed service area (over 105 persons per square mile)
makes it more likely that other carriers will build out networks in the areas that Centennial serves.
Accordingly, we find that applying AT&T’s four-year roaming commitment to those areas where carriers
currently obtain roaming services from Centennial, along with the package of divestitures on which we
are conditioning our approval of this transaction, would prevent significant competitive harm that this
transaction would likely cause in Centennial’s service areas as a result of the loss of Centennial as a
roaming partner in those areas.
131.
We also note that Centennial provides automatic roaming services on its GSM network,
and there is no indication that AT&T will stop providing such services to any requesting carrier after the
merger. Further, we remind carriers that roaming is a common carrier service subject to the protections
afforded by Sections 201, 202, and 208 of the Communications Act.430 When a CMRS carrier receives a
reasonable request for roaming, pursuant to Sections 201 and 202, that carrier is required to provide
roaming on reasonable and non-discriminatory terms and conditions.431 If a requesting carrier believes
that particular acts or practices relating to roaming are unjust and unreasonable,432 it may file a complaint
with the Commission pursuant to Section 208.433
132.
With regard to any additional roaming-related concerns raised in the record, as discussed
elsewhere in this Memorandum Opinion and Order, we find that the package of divestitures on which we
are conditioning our approval of this transaction, along with the roaming conditions described above,
sufficient to prevent any transaction-specific competitive harm that this transaction would likely cause in
certain geographic markets. Based on this finding that the divestitures, as well as AT&T’s roaming
related commitments, will protect competition at the retail level in those geographic markets, we conclude
430

47 U.S.C. §§ 201, 202, 208.
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See generally Roaming Report and Order, 22 FCC Rcd at 15818-19, 15824, 15826-29 ¶¶ 1-2, 18, 23-29.
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that this transaction will not alter competitive market conditions to harm consumers of mobile
telephony/broadband services. We note that our conclusion here is consistent with the Commission’s
prior findings that competition in the retail market is sufficient to protect consumers against potential
harm arising from intercarrier roaming arrangements and practices.434
133.
We note that the Commission has held that it will impose conditions only to remedy
harms that arise from the transaction (i.e., transaction-specific harms) and that are related to the
Commission’s responsibilities under the Communications Act and related statutes.435 A number of parties
raised more general concerns about roaming in the record of this transaction, including issues related to
automatic voice and data roaming, interoperability, and primary carrier requirements. We conclude that
these concerns would be more appropriately addressed in other proceedings.436 For instance, we are
considering, in the context of the Roaming Further Notice, whether to extend the automatic roaming
obligation to non-interconnected services or features, including services that have been classified as
information services.437 Any decisions reached or rules adopted in other proceedings related to roaming
will apply with equal force to AT&T.
134.
Puerto Rico and the U.S. Virgin Islands. In Puerto Rico, Centennial currently operates a
3G CDMA network on which Sprint Nextel roams. Two other providers also operate 3G CDMA
networks in Puerto Rico: OpenMobile and Claro (a subsidiary of América Móvil).438 T-Mobile and
AT&T operate GSM networks in Puerto Rico. In the U.S. Virgin Islands, Centennial and Sprint Nextel
operate the CDMA networks, while AT&T and Innovative Wireless operate GSM networks in the
territory. Centennial’s largest roaming partner in Puerto Rico and the U.S. Virgin Islands is
[REDACTED], which purchases more than [REDACTED] percent of Centennial’s roaming services in
those areas.439 As discussed below, AT&T commits to operate and maintain a CDMA network for the
provision of roaming services in Puerto Rico and the U.S. Virgin Islands for 18 months after the
transaction closing date.440

434
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135.
Sprint Nextel requests roaming conditions similar to those imposed in the Verizon
Wireless-ALLTEL Order, stating they may be necessary “to protect the interests of Centennial’s current
430,000 CDMA customers and the hundreds of thousands of additional Americans who rely upon CDMA
roaming with Centennial to complete calls in Puerto Rico”441 and also asks that AT&T explain how long
it intends to maintain Centennial’s CDMA network and whether it intends to honor Centennial’s current
roaming agreements.442 In response to Sprint Nextel’s concerns about the potential loss of a CDMA
roaming partner in Puerto Rico, AT&T argues that, unlike in the Verizon Wireless-ALLTEL transaction
that resulted in certain areas having no GSM provider,443 other CDMA carriers will continue to operate as
potential roaming partners in Puerto Rico and the U.S. Virgin Islands after this transaction.444 Further,
AT&T notes that Sprint Nextel possesses spectrum licenses in Puerto Rico and the U.S. Virgin Islands,
which it could use to expand its CDMA networks in those areas, making it inappropriate for the
Commission to prevent AT&T from making technology changes only to allow Sprint Nextel and other
carriers to avoid having to improve their networks.445
136.
[REDACTED].446 [REDACTED].447 According to the Applicants, CDMA roaming
opportunities will continue to exist in Puerto Rico after the merger because in addition to Centennial,
three other carriers – Sprint Nextel, Open Mobile, and Claro – employ CDMA technology in their
networks. The Applicants state that “all three of these carriers currently provide facilities-based service in
each CMA in Puerto Rico, with the single exception of CMA 725 – Ciales, where Sprint Nextel does not
currently provide service.”448 In the U.S. Virgin Islands, the Applicants state Sprint Nextel has a CDMA
network in both CMAs.449 The Applicants state that after closing, AT&T “will continue to provide
CDMA roaming on just and reasonable terms until the network transition to GSM is completed.”450
441
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137.
In a subsequent ex parte filing, Sprint Nextel clarified it is not asking the Commission to
prevent or delay AT&T’s conversion of Centennial’s CDMA network to GSM technology.451 Sprint
Nextel stated that, while it has been actively assessing other CDMA roaming options in Puerto Rico, it
will need a post-merger transition period in order to implement any alternative roaming arrangements that
may be necessary.452 Accordingly, Sprint Nextel respectfully requested that the Commission require
AT&T to support CDMA roaming in Puerto Rico pursuant to the same rates, terms, and conditions as
Centennial’s existing CDMA roaming agreements for a period of at least 18 months from the date the
transaction closes.453 In response, AT&T voluntarily commits to operate and maintain a CDMA network
for the provision of roaming services in Puerto Rico and the U.S. Virgin Islands for 18 months after the
transaction closing date.454
138.
Discussion. We condition our approval of this transaction on AT&T’s commitment to
operate and maintain a CDMA network in Puerto Rico and the U.S. Virgin Islands for 18 months after the
Merger Closing Date. After that time, AT&T will have no obligation to operate or maintain a CDMA
network in Puerto Rico or the U.S. Virgin Islands. We find that a period of eighteen months will allow
carriers using Centennial’s CDMA network sufficient time to implement alternatives. We also find this
approach appropriate for both Puerto Rico and the U.S. Virgin Islands, where [REDACTED].
B.

Handset Availability and Exclusive Handset Agreements

139.
Several commenters contend that the Commission should prevent AT&T from engaging
in exclusive handset arrangements as a condition of approval of this transaction455 or defer action on the
transaction until it resolves the separate handset exclusivity proceeding.456 RCA argues that exclusive
handset arrangements give carriers monopolistic control over desired handsets, enabling them to exact
from consumers higher prices for services and accessories, undesirable terms of service, and premium
prices for the handsets.457 While Cincinnati Bell acknowledges that some of the handset exclusivity
issues raised in this proceeding may overlap with issues in the pending handset exclusivity proceeding, it
asserts that the Commission must nonetheless address the transaction-specific issues within the context of
this proceeding, particularly because the handset exclusivity proceeding may not be completed for many
months.458
140.
Cincinnati Bell also contends that adopting a handset condition in this merger similar to
the “Verizon Handset Commitment” will at least serve to mitigate the competitive harm resulting from
AT&T’s acquisition of Centennial.459 In July of this year, Verizon Wireless committed to eliminate any
451
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452

Sprint Nextel Oct. 9 Ex Parte Letter at 1-2.

453

Sprint Nextel Oct. 9 Ex Parte Letter at 1.

454

See AT&T Letter of Commitment at 3 (AT&T makes a voluntary commitment to operate and maintain a CDMA
network in Puerto Rico and the U.S. Virgin Islands for 18 months after the Merger Closing Date and stating that,
after that time, it will have no obligation to operate or maintain a CDMA network in Puerto Rico or the U.S. Virgin
Islands).
455

RCA Comments at 9-12; Cincinnati Bell Petition at ii, 3, 24.

456

Cellular South Petition at 2, 7-8.

457

RCA Comments at 10.

458

Cincinnati Bell Reply at 8-10.

459

Letter from Jean L. Kiddo, counsel for Cincinnati Bell Wireless LLC, to Marlene H. Dortch, Secretary, Federal
Communications Commission (Oct. 19, 2009), at 2-3 (“Cincinnati Bell Oct. 19 Ex Parte Letter”).
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new long-term handset exclusivity arrangements regarding small wireless carriers and to permit full
access by such carriers to any manufacturer’s portfolio of prototypes and products in development.460
Without a condition similar to Verizon Wireless’s commitment, Cincinnati Bell states that the merger will
exacerbate the inequality in bargaining positions and make it easier for AT&T to impose exclusivity
requirements on handset manufacturers.461 Similarly, RCA argues that the merger should be conditioned
upon AT&T’s commitment to limit its exclusive handset arrangement to a maximum of six months at
which point all of its handsets would immediately be made available to regional and rural carriers,
consistent with the commitment made by Verizon Wireless.462 In response, the Applicants contend
handset exclusivity issues involve the wireless industry generally, and the concerns raised are not
transaction-specific and are not appropriate for Commission consideration here.463 AT&T further states
that it will be responding to claims regarding exclusive handset arrangements in the industry-wide
proceeding.464 Finally, the Applicants argue that imposing proposed regulatory changes on AT&T alone
would harm the public interest by constraining AT&T’s ability to compete and discouraging it from
investing.465
141.
Discussion. We find that the proposed conditions prohibiting exclusive handset
arrangements are not narrowly tailored to prevent a transaction-specific harm, but apply broadly across
the industry and are more appropriate for a Commission proceeding where all interested industry parties
have an opportunity to file comments.466 RCA filed a petition asking the Commission to review exclusive
handset agreements on an industry-wide basis,467 and the Commission will be able to develop a
comprehensive approach on handset exclusivity based on a full record in that proceeding.468
C.

Customer Transition Matters

142.
Consolidation of the Centennial and AT&T networks will require two primary categories
of transition for Centennial’s customers. First, Centennial’s customers in the mainland U.S. will be
transitioned from Centennial’s current GSM operations to the GSM capabilities provided by AT&T.
Second, Centennial’s customers in Puerto Rico and the U.S. Virgin Islands will be transitioned from its
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current CDMA network to AT&T’s GSM operations. We seek to ensure that these transitions are as
successful as possible with minimal disruption to customers.
143.
Integration of GSM Networks. Subject to revisions and budgetary considerations, the
Applicants expect “the bulk of the integration of Centennial’s GSM/EDGE network in the mainland
United States to be completed within [REDACTED] after the closing of the [] transaction.”469 They plan
swaps, dual banding, sectorization, and other Radio Access Network site modification, as well as E911
integration tasks, to begin in [REDACTED].470 Core network integration, mobile switching center
expansion, and base station controller expansion is expected to begin in [REDACTED].471 Transport
readiness work is expected to begin in [REDACTED].472 Signaling work is planned to begin and be
completed in the [REDACTED].473 Lastly, the Mobility Network Reliability Center and National
Dispatch Center integration are expected to begin and be completed in the [REDACTED].474
144.
Centennial’s CDMA Network. At the end of April 2009, Centennial had approximately
425,000 subscribers in Puerto Rico and the U.S. Virgin Islands, where it currently uses CDMA
technology.475 [REDACTED].476 [REDACTED].477 [REDACTED].478 [REDACTED].479
[REDACTED].480 [REDACTED].481 [REDACTED].482
145.
AT&T represents that it will take steps to ensure that (1) AT&T’s 3G coverage areas are
backward-compatible with the 2G phones used by some Centennial’s customers, and, (2) in overlap areas
with both 850 MHz and 1900 MHz coverage, subscribers’ handsets use the 850 MHz spectrum.483
146.
Based on the record before us, we anticipate a smooth transition in both Centennial’s
mainland U.S. service areas and in Puerto Rico and the U.S. Virgin Islands. AT&T has experience in
transitioning customers on both GSM and CDMA networks,484 and we believe they have the experience
469
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and resources to ensure a smooth transition. At the same time, we will monitor the situation in the
Centennial service areas to ensure that the transition is smooth and is in the public interest.
D.

NEATT Objections

147.
By way of background, NEATT acquired certain divestiture assets from AT&T in
northeastern Arkansas in March 2005 pursuant to a Commission-required divestiture.485 In its petition to
deny the subject transaction, NEATT asserts that AT&T has failed to demonstrate that the public interest
will be served by allowing AT&T to increase its wireless spectrum holdings through the acquisition of the
Centennial properties, which will allow greater concentration in markets that NEATT asserts are
generally rural.486 NEATT alleges that AT&T used its economic and financial power to suppress
competition by preventing NEATT from being an effective competitor in northeastern Arkansas.487
NEATT claims that these actions have resulted in inferior service and higher prices to the consumer, and
allowed AT&T to become a monopolist provider of GSM service.488 NEATT challenges the actions of
AT&T in divesting the northeastern Arkansas facilities to NEATT, including the term of the transition
services agreement, allegations of improper customer recruitment by AT&T, the transfer of long-term
tower leases to NEATT, the transfer of outdated equipment making it difficult for NEATT to be
competitive, and the withholding of payments by AT&T.489
148.
NEATT requests that the Commission not approve this transaction until its formal
complaint against AT&T pending at the DOJ is resolved.490 If the Commission grants the applications
prior to the resolution of its complaint, NEATT requests that the transaction be conditioned on the final
resolution of the complaint.491 NEATT further requests that the Commission condition the transaction on:
(1) requiring AT&T to reach a settlement with NEATT within 30 days after approval of the transaction
and to submit the settlement to the Commission’s General Counsel for approval; (2) requiring AT&T to
assist minority and women-owned businesses in acquiring divestiture markets from this transaction and to
submit quarterly reports to the Commission on such efforts; and (3) making all future Commission
divestiture requirements subject to a similar agreement with the DOJ.492
149.
The Applicants claim that the issues raised by NEATT concern a private contractual
dispute,493 are already pending before the Commission and the DOJ, and are best addressed in those
proceedings.494
150.
We find that the issues raised by NEATT should be resolved in the ongoing proceedings
before this Commission and the DOJ and not in the context of the subject transaction. NEATT has failed
to show how its allegations regarding AT&T’s actions in connection with the previous divestiture in
485
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northeastern Arkansas are related to the proposed transaction before us. As observed above, the
Commission generally will not impose conditions to remedy pre-existing harms or harms that are
unrelated to the transaction at issue.495
E.

Cellular South Objection Regarding Mississippi 8

151.
Cellular South objects to AT&T’s acquisition of a controlling interest in Centennial’s
authorization for Mississippi 8 (CMA500) on the grounds that it violates a Commission-approved “fullmarket” settlement agreement (“Agreement”) that BellSouth Mobility, Inc.496 (“BellSouth”) and Cellular
Holding, Inc. 497 (“Cellular Holding”) (collectively, the “Parties”) entered into in 1989.498 According to
the Agreement, the Parties agreed that Cellular Holding would be the surviving applicant for the Block B
(wireline) cellular license for Mississippi 8.499 BellSouth retained an option to obtain the Block B
authorization for the Claiborne County portion of the Mississippi 8 market, which it later exercised.500
The Parties also agreed that neither would hold “any interest in a second and competing cellular service or
any applicant proposing to provide such service”501 in Mississippi 8, as long as they hold any interest in
Block B license for that market.502 Cellular South argues that if AT&T acquires a controlling interest in
Centennial’s Block A cellular license in the Mississippi 8 market, AT&T would hold an interest in a
“second and competing cellular service,” in violation of the Agreement.503 The Applicants reject this
argument, claiming that the Agreement represents a private contractual matter, which is beyond the scope
of Commission review in this proceeding.504 Cellular South responds that the Agreement is not a “run-ofthe-mill business or commercial contract,” but rather a full-market settlement whose terms and conditions
were approved by the Commission when it granted Cellular Holding’s surviving application.505

495
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Therefore, the Applicant argue, a possible violation of such agreement is subject to the Commission’s
jurisdiction.506
152.
We consider these arguments moot. Centennial’s cellular operations in CMA500 will be
divested as per the Commission’s requirements507 and the requirements of the Department of Justice.508
In addition, the market is included in the application of Cellco Partnership d/b/a Verizon Wireless and
certain of its subsidiaries (“Verizon Wireless”) and AT&T seeking Commission approval of the
assignment or transfer of control of certain wireless licenses and related authorizations in Louisiana and
Mississippi to Verizon Wireless.509 Therefore, we conclude that this transaction will not result in AT&T
holding an interest in both Blocks A and B cellular licenses in the Mississippi 8 market. In any event, we
agree with the Applicants that the Agreement constitutes a private contractual matter between New
Cingular Wireless and Cellular South that is beyond the Commission’s jurisdiction. The Commission has
a long-standing policy to defer to state and local courts on private contractual disputes,510 and has
traditionally declined to enforce private settlement agreements, “even when the agreements have been
filed with the Commission.”511
F.

Ex-Parte Status of Proceeding

153.
In the public notice seeking comment on the proposed transaction, the Wireless
Telecommunications Bureau (“Bureau”), pursuant to its authority under section 1.1200(a) of the
Commission’s Rules,512 announced that this proceeding would be governed by permit-but-disclose ex
parte procedures that are applicable to proceedings under section 1.1206 of the Commission’s Rules.513
On January 15, 2009, Cellular South filed a petition for reconsideration objecting to the ex parte status of
the proceeding, asserting that the Bureau’s decision was a violation of section 1.1208 of the
Commission’s Rules and Section 309(d) of the Communications Act, as well as procedural and due
process rights.514
154.
We disagree. In what otherwise would be a restricted proceeding under section 1.1208,
the Commission and its staff have the discretion to apply permit-but-disclose ex parte procedures under
section 1.1206 if the agency or its staff determine that the proceeding “involves primarily issues of
broadly applicable policy.”515 Cellular South argues that the Commission did not present the required
public policy determination.516 Although the Comment Public Notice did not fully articulate the reasons
for reclassifying the proceeding as permit-but-disclose, we find that Bureau nonetheless appropriately
506
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exercised its discretion. The Commission has previously determined that transactions like the proposed
merger between AT&T and Centennial “involve[] broad public policy issues and we reaffirm that
judgment here.” 517 For example, our major transaction proceedings generally include consideration of
wireless competition issues and the possible effects on actual and potential customers. We note that
permit-but-disclose ex parte procedures have been applied in the majority of recent merger cases.518 The
public policy determination underlying the decision to use permit-but-disclose ex parte procedures for
significant transactions is thus reflected in a well-established administrative practice. It does not imply,
as Centennial contends, that the ex parte rules have been ignored.
155.
We further find that the use of permit-but-disclose procedures in this proceeding does not
violate the requirement of Section 309(d) of the Communications Acts that allegations of fact in petitions
to deny be supported by an affidavit. The affidavit requirement set forth in the section requires an
affidavit only for petitions to deny and the applicant’s reply to such petitions. The affidavit requirement
does not apply to other filings and does not preclude the Commission from considering other filings.
Moreover, the purpose in seeking public comment is to invite information from a variety of perspectives
regarding broad public policy concerns, as well as to adduce potential benefits and harms the transaction
may cause. We do not believe that Section 309(d) precludes us from doing this. The requirement for a
supporting affidavit relates to “specific allegations of fact sufficient to show that . . . grant of the
application would be prima facie inconsistent with [the requirements of the Communications Act].” It
does not apply to “matters which [the Commission] may officially notice.”519 We believe that we may
take official notice of the kind of policy-related concerns raised by the ex parte filings.520.
156.
Finally, we find that the use of permit-but-disclose procedures does not conflict with
other procedural rules applicable to this proceeding or considerations of due process. Cellular South
contends that by filing a petition to deny, the company acquired procedural rights that “involve being
served with copies of papers that Centennial and AT&T may file with the Commission.”521 Cellular
South asserts that this right extends to Centennial’s and AT&T’s filings in response to Cellular South’s
petitions.522 While the rules cited by Centennial provide for the service of some pleadings, they do not
bar the Commission or its staff from soliciting additional types of pleadings to which the service
requirements do not apply.523 In this regard, the use of permit-but-disclose ex parte procedures in lieu of
517
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service does not in itself deprive parties of basic due process. The use of permit-but-disclose procedures
serves to give the parties adequate notice of allegations concerning them and a fair opportunity to
respond.524 While ex parte presentations need not be served on Cellular South, they are readily available
on the Commission’s web site on the ECFS system and can be accessed, reviewed, and responded to in a
timely manner by Cellular South. Due process does not require more.525
157.
Cellular South asserts that the Commission has in the past accepted ex parte presentations
without enough time for interested parties to respond before the Commission took action.526 We do not
reach complaints about procedures in prior proceedings. Cellular South has pointed to no actions in this
proceeding that deprived it or other parties of basic fairness. Nonetheless, we agree that a comprehensive
reexamination of our ex parte practices is warranted and expect to include such reexamination as part of
our FCC reform efforts.527
IX.

CONDITIONS IN ADDITION TO MARKET DIVESTITURES

158.
As noted previously, AT&T filed a Letter of Commitment with the Commission on
October 22, 2009, and that letter is attached as Appendix C. The letter contains eight sets of
commitments by AT&T. The first commitment involves the continued provision of roaming services in
Centennial’s service areas subsequent to the consummation of the proposed transaction.528 The roamingrelated commitments for the mainland United States, and the conditions based on them, are discussed
above in paragraph 129. In addition, this first commitment includes AT&T’s commitment that it will
operate and maintain its CDMA network in Puerto Rico and the U.S. Virgin Islands for 18 months after
the closing of the proposed transaction.529 Continued operation and maintenance of the Puerto Rico/U.S.
Virgin Islands CDMA network as a condition of our action in this Memorandum Opinion and Order is
discussed above in paragraph 138.
159.
The second through fourth commitments relate to AT&T’s provision of services under
the Management Services Agreement and its seconding of employees to América Móvil.530 These
limitations, along with others discussed below, are essential to ameliorate our concerns about the potential
likelihood of successful coordinated interaction by the merged entity in Puerto Rico. We accordingly
condition our grant of consent to the proposed transaction on AT&T not providing consulting or other
services, directly or indirectly, pursuant to the MSA or otherwise to América Móvil businesses and/or
operations within the United States (including Puerto Rico and the U.S. Virgin Islands), unless the
provision of such services is for the benefit of América Móvil and its subsidiaries as a whole and thus
only incidentally benefits América Móvil’s businesses and/or operations in the United States (including

524
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Puerto Rico and the U.S. Virgin Islands). This condition will not bar AT&T from entering into arm’slength commercial arrangements with América Móvil, such as reseller and roaming agreements.531
160.
We also condition our action with respect to the pending transfer of control applications
on AT&T not seconding employees to: (1) América Móvil to provide services for the benefit of América
Móvil’s businesses and/or operations in the United States (including Puerto Rico and the U.S. Virgin
Islands) unless the provision of such services is for the benefit of América Móvil and its subsidiaries as a
whole and thus only incidentally benefits América Móvil’s businesses and/or operations in the United
States (including Puerto Rico and the U.S. Virgin Islands); or (2) América Móvil’s subsidiaries operating
its wireless or wireline businesses in Puerto Rico or its wireless prepaid business in the United States.532
For any employee currently seconded to América Móvil or who has been seconded to América Móvil
since April 1, 2007, and who during such secondment provided services for the benefit of América Móvil
businesses and/or operations in the United States (including Puerto Rico and the U.S. Virgin Islands)
unless the provision of such services is for the benefit of América Móvil and its subsidiaries as a whole
and thus only incidentally benefits América Móvil’s businesses and/or operations in the United States
(including Puerto Rico and the U.S. Virgin Islands), we require that AT&T not assign that person to any
position within AT&T’s Puerto Rico or U.S. prepaid wireless businesses for a period of 24 months postsecondment.533
161.
AT&T’s fifth commitment involves AT&T extending the information flow safeguards it
previously put in place for Puerto Rico wireless services to cover the wireline business and/or operation
and the U.S. prepaid wireless business and/or operation as well.534 We consider these provisions to be
critical requirements necessary to prevent the flow of non-public competitively sensitive information. We
therefore condition our grant of approval in this Memorandum Opinion and Order on AT&T completely
implementing the restrictions listed as item 5.A.1-5.1.6 of the AT&T Letter of Commitment, and we will
make those commitments conditions of this order.535 In addition, we condition this order on AT&T
implementing all necessary procedures, including screening and redacting board packages, to ensure that
no non-public, competitively sensitive information directly pertaining to or derived from América
Móvil’s businesses and/or operations in the United States (including Puerto Rico and the U.S. Virgin
Islands) is provided to any AT&T representative on the América Móvil Board of Directors.536 This
requirement provides an additional step to help ensure that AT&T’s Board representatives do not
inadvertently receive non-public competitively sensitive information from or about América Móvil’s
businesses and/or operations in the United States (including Puerto Rico and the U.S. Virgin Islands).
162.
AT&T’s sixth and seventh commitments concern a separate committee of the América
Móvil Board of Directors established to handle matters related to América Móvil’s businesses and/or
operations in the United States (including Puerto Rico and the U.S. Virgin Islands).537 Specifically,
[REDACTED].538 [REDACTED].539 [REDACTED].540 It is a condition of this order that once the
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AT&T/Centennial transaction is closed, this committee must be formed and in place prior to any AT&T
representatives participating in any meeting of the América Móvil Board of Directors.541
163.
To ensure that this new committee is maintained in place, we condition this order on the
requirement that, if América Móvil alters this special board committee in a way that places any
responsibility for América Móvil’s Puerto Rico or U.S. businesses and/or operations with the full
América Móvil Board of Directors on which AT&T representatives sit, AT&T will notify the
Commission in writing within five business days so that the Commission may investigate whether any
additional or alternative firewall or other remedies are required.542 Moreover, notwithstanding the
creation of this special board committee, we require that, to the extent that any issue relating specifically
or primarily to those business and/or operations comes before the full América Móvil Board of Directors,
either from the special committee or through any other channel, AT&T representatives on the América
Móvil Board of Directors must recuse themselves and must not otherwise participate in any deliberations
or decisions on those issues.543
164.
We consider these conditions and requirements to be essential elements of our
consideration to grant the pending applications. We accordingly accept AT&T’s commitment to appoint
a compliance officer to oversee AT&T’s compliance with the commitments it has listed in items 2-7 of
this Commitment Letter and hereby make such appointment and oversight a condition of this order.544
The compliance officer is required to take the following actions: (1) communicate the nature and extent
of the requirements set forth in items 2-7 of the AT&T Commitment Letter and as discussed herein to
AT&T representatives on the América Móvil Board of Directors, AT&T employees seconded to América
Móvil, AT&T Mexico employees, and AT&T employees with direct responsibility for marketing
activities specific to AT&T’s Puerto Rico operations and U.S. prepaid wireless business, along with the
fact that AT&T would consider any violation to be a serious matter that could result in disciplinary action
or dismissal; (2) act as a point of contact for such personnel who have information to report regarding a
violation or possible violation of these requirements; and (3) investigate and act upon any known or
reported violations of these requirements. The compliance officer shall be required to submit a
compliance plan to the Commission within 45 days of the closing of the proposed transaction, and shall
file a report with the Commission every six months that includes information for the reporting period on:
(i) the compliance officer’s monitoring activities; (ii) any violations of the requirements set forth above;
and (iii) any and all steps taken to address and/or resolve any identified violations. The first report shall
be filed 45 days after the six-month anniversary of the closing of the proposed transaction and shall
include a certification by the compliance officer that he or she is familiar with the requirements of the
Communications Act of 1934, as amended, as well as the rules and regulations implemented in
connection therewith.
165.
In the event that AT&T and América Móvil in the future are no longer competitors in the
United States (including Puerto Rico) or in the event that AT&T ceases to have any representatives
appointed to the América Móvil Board of Directors or AT&T ceases to hold an equity interest in América
Móvil, AT&T must seek relief from any or all of these conditions, and these conditions will remain in
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effect until such time as the Commission or the Wireless Telecommunications Bureau modifies or lifts
any of these conditions.545
X.

CONCLUSION

166.
We find that competitive harm is unlikely in most mobile telephony/broadband markets
as a result of this transaction. As discussed above, however, with regard to seven local mobile
telephony/broadband services markets, our market-by-market analysis shows that likely competitive
harms exceed likely benefits of the transaction, and we therefore require remedies to ameliorate the
expected harm. We also find that it is in the public interest to condition this transaction on AT&T’s
compliance with conditions discussed herein.
XI.

ORDERING CLAUSES

167.
Accordingly, having reviewed the applications, the petitions, and the record in this
matter, IT IS ORDERED that, pursuant to Sections 4(i) and (j), 214, 309, and 310(d) of the
Communications Act of 1934, as amended, and Section 2 of the Cable Landing License Act, 47 U.S.C.
§§ 35, 154(i), (j), 214, 309, 310(d), the applications for the transfer of control of domestic and
international Section 214 authorizations, cable landing license, and licenses and spectrum leasing
arrangements from Centennial Communications Corp. and its subsidiaries to AT&T Inc. set forth in
Appendix A are GRANTED, to the extent specified in this Memorandum Opinion and Order and subject
to the conditions specified herein.
168.
IT IS FURTHER ORDERED that, pursuant to Sections 4(i) and (j), 309, and 310(d) of
the Communications Act of 1934, as amended, 47 U.S.C. §§ 154(i), (j), 309, 310(d), the Petitions to Deny
the transfer of control of licenses and spectrum leasing arrangements from Centennial Communications
Corp. and its subsidiaries to AT&T Inc. are DENIED IN PART and GRANTED IN PART for the reasons
stated herein.
169.
IT IS FURTHER ORDERED that, pursuant to sections 4(i) and (j), 309, and 310(d) of
the Communications Act of 1934, as amended, 47 U.S.C. §§ 154(i), (j), 309, 310(d), the Petition for
Reconsideration filed by Cellular South, Inc. is DENIED for the reasons stated herein.
170.
IT IS FURTHER ORDERED that the above grant shall include authority for AT&T Inc.
to acquire control of: (a) any license or authorization issued to Centennial Communications Corp. and its
subsidiaries during the Commission’s consideration of the transfer of control applications or the period
required for consummation of the transaction following approval; (b) construction permits held by such
licensees that mature into licenses after closing; and (c) applications filed by such licensees and that are
pending at the time of consummation of the proposed transfer of control.
171.
IT IS FURTHER ORDERED that this Memorandum Opinion and Order SHALL BE
EFFECTIVE upon adoption. Petitions for reconsideration under section 1.106 of the Commission’s rules,
47 C.F.R. § 1.106, may be filed within thirty days of the date of public notice of this Memorandum
Opinion and Order.
FEDERAL COMMUNICATIONS COMMISSION

Marlene H. Dortch
Secretary
545

See AT&T Letter of Commitment at 6-7.
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APPENDIX A
Applications Granted
SECTION 310(d) APPLICATIONS
File No.

Licensee

Lead Call Sign

0003652447
0003652455
0003652457
0003652459
0003652461
0003652467

Bauce Communications of Beaumont, Inc.
Centennial Michiana License Company LLC
Centennial Puerto Rico License Corp.
Centennial Southeast License Company LLC
Elkhart Metronet, Inc.
Lafayette Cellular Telephone Company

KNKA454
KNKA428
KNLF250
KNKA748
KNKA741
KNKA458

File No.

Lessee

Lead Lease ID Number

0003668912
0003674680

Centennial Puerto Rico License Corp.
Centennial Puerto Rico License Corp.

L000004145
L000004147

SECTION 214 AUTHORIZATIONS
File No.

Authorization Holder

Authorization Number

ITC-T/C-20081121-00508

Centennial Communications Corp.

ITC-T/C-20081121-00509
ITC-T/C-20081121-00510

Centennial Puerto Rico Operations Corp.
Centennial Puerto Rico License Corp.

ITC-214-20000817-00545
ITC-214-19970923-00579
ITC-214-19980918-00669
ITC-214-19980430-00923

The Applicants have also filed an application to transfer control of the domestic Section 214 authority
held by Centennial’s subsidiary, Centennial Puerto Rico Operations Corp. (“CPROC”) to AT&T in
connection with the transaction described above.
CABLE LANDING LICENSE APPLICATION
File No.

Authorization Holder

Authorization Number

SCL-T/C-20081121-00018

Centennial Puerto Rico License Corp.

SCL-LIC-19980101-00036
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APPENDIX B
Petitioners and Commenters
Petitions:
Cellular South, Inc. (2)
Cincinnati Bell Wireless LLC
NEATT Wireless LLC
Comments:
Rural Cellular Association
Sprint Nextel Corporation
Opposition:
AT&T Inc. and Centennial Communications Corp.
Replies:
Cellular South, Inc. (2)
Cincinnati Bell Wireless LLC
Sprint Nextel Corporation
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CONCURRING STATEMENT OF
COMMISSIONER MICHAEL J. COPPS

Re:

Applications of AT&T, Inc. and Centennial Communications Corp. for Consent to
Transfer Control of Licenses, Authorizations, and Spectrum Leasing Arrangements, WT
Docket No. 08-246.

This transaction does not appear to be the vehicle for major changes in the Commission’s
approach to mergers in the wireless sector. For many years now I have expressed concern over
the rising tide of economic concentration in our telecommunications and media industries. But
the tide continued to run through those years. Consumers have paid a heavy cost, in terms of
dollars, confusion and constricted services, because the FCC permitted—even encouraged—this
concentration to happen. In both theory and practice, too much power in too few hands is not a
good prescription for America’s communications future.
Regarding the instant transaction—which is clearly on a fast track for approval—I
believe the ameliorative requirements imposed by the Department of Justice for divestiture in
eight markets significantly improve the original terms of this merger. Additionally, AT&T says
it is committed to moving Centennial customers to newer generation wireless technologies
currently unavailable to most of them. While the company’s assertion that it will do this lacks
solid commitment, there do appear to be market incentives at work to encourage the redemption
of some of these promises. I will be closely monitoring the implementation of this transaction
with an eye to ensuring that Centennial subscribers do in fact experience the tangible benefits
they are entitled to expect—next generation wireless services, accelerated provision of
broadband, and other up-to-date customer services. That being said, I continue to be skeptical of
commercial marriages based on pledges that big companies “go rural” for better or for worse.
Too many rural areas have been abandoned when the marriage didn’t produce the big company
profits sought by the market.
The competitive analysis employed in this merger review is certainly an improvement
over the often-careless methodology applied in other recent wireless transactions. For instance,
the ever-shifting and somewhat out-of-control spectrum screen employed by the last
Commission is not generally invoked here. Nonetheless that process still stands, and I reiterate
my concern with the screen as it exists. I applaud the Chairman for addressing this matter in the
recently-issued Wireless Competition NOI which will hopefully result in changes in the way this
Commission analyzes the competitive effects of proposed transactions—changes that I have been
encouraging since almost the inception of the screen. I hope the NOI will lead to expeditious
change because more mergers mean less competition.
For the reasons described above, I limit my vote on this item to a concurrence.
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