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Conclusion: Expect AT&T Town
Wireless’ costs to rise Hall

e Capital Expenditures
¢ Get to parity

*E911 QlWJB

@ Operat”‘]g Expense WJBCAPITALGROUP mc
¢ 2G network must operate longer

e Competition
¢ iPhone exclusivity ends
¢ 4G Networks
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Town

NB: VZ and T Pricing Actions Hall

e Verizon and AT&T stratified pricing around
device type

e \erizon alone would have hurt AT&T
e Setting up for the iPhone WJB
° C|OseS the Gap WIB CAPITAL GROUP, INC.

e AT&T’s rejoinder is logical
e Sprint and T-Mobile are in different positions
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AT&T Wireless

* One of the largest single GSM network
operators outside of China

e 82MM customers

e Second largest US Wireless Operator
e ~30% share US mobile lines

e Sells about 24 million handsets/year

* More innovative than most operators
e iPhone
e Satellite/TSTAR deal
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| | Town
AT&T Wireless Finances Hall

*S53 B Revenue ~10% Y-Y

Growth QIW B
*35% OIBA Margin J

FFFFFFFFFFFFFFFFFF

*25% Operating Income

©$6.0 B Wireless Capital
Expenditure
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Wireless Within AT&T:
YTD Revenue 2009

Other 690

Wireline
52%%0
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Wireless Within AT&T:
Operating Income Contribuion

Wireline Wireless
35% 57%
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Wireless Within AT&T:
Capital Expenditures

Wireless
34%

Wireline
65%
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Network Overview

Consumer Opinions
3G Coverage Maps

. <P1wiB
Speed Explanation and Tests  wsem oo ne
Competitive Spend
e911

A S



Consumer Perceptions

e PC World — Favored Sprint and VZ
eField tests

* Consumer Reports January 2010 Q]WJB
eReader Survey

eeeeeeeeeeeeeeeeeeeee

e Verizon’s Maps



3G Coverage: AT&T HSPA
ATET

Bl 3G Broadband
Coverage (HESPA)
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3G Coverage: Verizon EVDO lown

Hall

. Q|WJB

VJB CAPITAL GROUP, INC.
Member NYSE, FINRA, SIPC

B 3G Broadband
Coverage (EV-DO)
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3G Coverage Sprint EVDO lown

Sprint Hall

WJB CAPITAL GROUP, INC.
Member NYSE, FINRA, SIPC

B 3G Broadband
Coverage (EV-00)
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Technologies and Headroom Hall

Technology Current Down Upside
Link Speed Target

4 G Generic 6 Mbps 400 Mbps +
WiIiMAX 6 Mbps 400 Mbps + % WJB

LTE 400 Mbps +
WJB CAPITAL GROUP, INC.
EVDO A 1.5 MBPS 3 Mbps
EVDO B 30 Mbps
HSDPA 1.5 Mbps 4 Mbps
HSPA 7 7 Mbps
HSPA Plus 21 Mbps
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PC World Speed Report

3G SPEED AND RELIABILITY RESULTS BY CITY

The download speeds, upload speeds and reliability scores for each service provider in each of our 13 testing cities, broken up by region.

EASTERN
H
Baltimore 870 kbps 433 kbps 692 kbps 382 kbps 80% T17 kbps 515 kbps
Boston 957 kbps 407 kbps 90% 882 kbps 435 kbps 100% 1259 kbps 708 kbps 90%
New York City 1041 kbps 400 kbps 100% 829 kbps 355 kbps 85% 477 kbps 293 kbps
Orlando 1214 kbps 471 kbps 90% 794 kbps 286 kbps 90% 782 kbps 480 kbps

CENTRAL

G GET Upload Download

Sprint

AT&T

it | v
Chicago 1112 kbps 435 kbps 282 kbps 1096 kbps 681kbps

Denver 887 kbps 358 kbps 91% 755 405 kbps 100% 522 kbps 441 kbps T4%

New Orleans 1425 kbps 550 kbps 100% 5099 240 kbps 87% 787 kbps 576 kbps 83%
Phoenix 750 kbps 415 kbps 87% 735 336 kbps 83% 770kbps 671kbps 78%

WESTERN

Verizon

Sprint ATET

"2‘;:;';?" Reliability? Dg::;:ﬁ‘d Reliability? g:‘e‘;“’;f Reliability?
Portland 622 kbps 410 kbps 82% 905 kbps 425 kbps 9% 589 kbps 521kbps 3%
San Diego 761 kbps 397 kbps 87% 831 kbps 391 kbps 87% 768 kbps 468 kbps 65%
San Francisco BI16 kbps 410 kbps 87% 918 kbps 417 kbps 91% 818 kbps 394 kbps 61%
San Jose 1091 kbps 446 kbps 95% 713 kbps 463 kbps 90% 122 kbps 375 kbps 60%
Seattle 909 kbps 425 kbps 86% 1005 kbps 469 kbps 100% 745 kbps 660 kbps 82%
CHART NOTES: All testing performed by Novarum Inc. Bold indicates the best mark for the specified city among the three wireless services, FOOTNOTES: ' —
are in kilobits per second.? Percentage of 1-minute performance tests in which the service was available, uninterrupted, and faster than dial-up speed. N @'VA R U M
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Comparative Capex Hall

Cumulative Capex Per Sub 2009/2009

$360 +

: Ql WjB

$340- WJB CAPITAL GROUP, INC.
Member NYSE, FINRA, SIPC
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Comparative Capex Il Hall

$140

Annual Capex per Sub

$120

$100 \ % N N
$80 \\\ J B
N N WJB CAPITAL GROUP, INC.
— \ Member NYSE, FINRA, SIPC
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What has AT&T done and What it
can do

e San Francisco 850 Re-banding
e Testing the network

e Adjust
e Take Re-banding Nationwide

e Rush to LTE —
e T is best positioned
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AT&T Capex Positions Hall

e Cumulative Capital Expenditures
e AT&T: $21.6 Billion
e Verizon: S 25.4 Billion
e Sprint: $16.0 Billion @ WJB

—includes $1.45 B invested in Clearwire (internal view)  WJB CAPITAL GROUP, INC.

Member NYSE, FINRA, SIPC

e VVZ’s coverage is about 5X AT&Ts by land mass

e We estimate AT&T needs to spend about $5.0B
on its mobile network to catch Verizon

e Backhaul is the unknown
AT&T prefers its own fiber
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AT&T 2G e911 system Hall

e AT&T’s €911 runs on the 2G network
e Thereis no 3G e911 system nor is one likely

e True Position (Liberty Media subsidiary) @
e FCC has extended 3/2009 to 9/2012 WJB
WJB CAPITAL GROUP, INC.

e Currently negotiating with FCC

e Best option is in the 4G system

AT&T’s 2G network will have to stay in operation
longer — higher capital and opex
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AT&T iPhone Impact Hall

IPhones as Portion of AT&T Net Add:

300% % WJB

WJB CAPITAL GROUP, INC.
200% Member NYSE, FINRA, SIPC

100%

0%

June ‘ Sept ‘ Dec March‘ June ‘ Sept ‘ Dec March‘ June ‘ Sept

2007 2008 2009
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Wrap Up: Spend or Suffer Hall

e Reducing our opinion to Neutral
e Capital Spending Gap -- $5.0 B estimate

e Backhaul Swing Factor @
e E911 costs -- S0.0 to $2.0 B “SWAG” WJB
WJB CAPITAL GROUP, INC.
* Press Hard on 4G, catch up on 3G, or lose
customers

e Consumer Network Perception
e Consumer Reports January Issue
e PC World Performance Report

e iPhone exclusivity
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Beneficiaries Hall

e \/erizon

e Sprint
—if it can improve customer service Q]W_]B
e T-Mobile AL Ao
— HSPA 7
* Backhaul industry

— the traffic has to go somewhere
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Questions/Follow Up Hall

Email Telephone

TownHall Investment Research

Jamie Townsend |jamie@townhallresearch.cc 5169222870 WJB
Gerard Hallaren  gerard@townhallresearch.c 3039544207 GROUP, INC.
David Eller david@townhallresearch.ct 2032023439

WJB Capital

ChrigCalabrese ccalabrese@wbcap.com 6463444300
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