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Conclusion: Expect AT&T 
Wireless’ costs to rise
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Capital Expenditures
Get to parity
E911

Operating Expense
2G network must operate longer

Competition
 iPhone exclusivity ends
4G Networks



NB: VZ and T Pricing Actions
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 Verizon and AT&T stratified pricing around 
device type

 Verizon alone would have hurt AT&T

 Setting up for the iPhone

 Closes the Gap 

 AT&T’s rejoinder is logical

 Sprint and T-Mobile are in different positions



AT&T Wireless

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

 82MM customers

 Second largest US Wireless Operator

 ~ 30%  share US mobile lines

 Sells about 24 million handsets/year

 More innovative than most operators

 iPhone

 Satellite/TSTAR deal



AT&T Wireless Finances
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$53 B Revenue ~10% Y-Y 
Growth

35% OIBA Margin 

25% Operating Income

$6.0 B Wireless Capital 
Expenditure



Wireless Within AT&T:
YTD Revenue 2009
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Wireless Within AT&T: 
Operating Income Contribuion
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Wireless Within AT&T:
Capital Expenditures
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Network Overview

1. Consumer Opinions

2. 3G Coverage Maps

3. Speed Explanation and Tests

4. Competitive Spend

5. e911



Consumer Perceptions

PC World – Favored Sprint and VZ

Field tests

Consumer Reports January 2010

Reader Survey

Verizon’s Maps



3G Coverage: AT&T HSPA 
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3G Coverage: Verizon EVDO 
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3G Coverage Sprint EVDO 
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Technologies and Headroom
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Technology Current  Down 
Link Speed

Upside
Target

4 G Generic 6 Mbps 400 Mbps +

WiMAX 6 Mbps 400 Mbps +

LTE 400 Mbps +

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



PC World Speed Report
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Comparative Capex
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Comparative Capex II
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What has AT&T done and What it 
can do
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 San Francisco 850 Re-banding

 Testing the network

 Adjust

 Take Re-banding Nationwide

 Rush to LTE –

 T is best positioned



AT&T Capex Positions
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 Cumulative Capital Expenditures

 AT&T: $21.6 Billion

 Verizon: $ 25.4 Billion

 Sprint:  $16.0 Billion 
 – includes $1.45 B invested in Clearwire (internal view)

 VZ ’s coverage is about 5X AT&Ts by land mass

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

 Backhaul is the unknown
 AT&T prefers its own fiber



AT&T 2G  e911 system
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 AT&T’s e911 runs on the 2G network

 There is no 3G e911 system nor is one likely

 True Position (Liberty Media subsidiary)

 FCC has extended 3/2009 to 9/2012

 Currently negotiating with FCC

 Best option is in the 4G system

AT&T’s 2G network will have to stay in operation 
longer – higher capital and opex



AT&T iPhone Impact
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Wrap Up: Spend or Suffer
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 Reducing our opinion to Neutral

 Capital Spending Gap -- $5.0 B estimate

 Backhaul Swing Factor

 E911 costs -- $0.0 to $2.0 B “SWAG”

 Press Hard on 4G, catch up on 3G, or lose 
customers

 Consumer Network Perception

 Consumer Reports January Issue

 PC World Performance Report

 iPhone exclusivity 



Beneficiaries

1/19/2010Copyright 2008, 2009, 2010 TownHall Investment Research23

Verizon

Sprint 

– if it can improve customer service

T-Mobile

– HSPA 7

Backhaul industry 

– the traffic has to go somewhere



Questions/Follow Up
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