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I. INTRODUCTION AND SUMMARY

This transaction will unite two companies with uniquely complementary assets to create a strong, national competitor that delivers consumers an unparalleled
combination of broadband, video, and wireless services.

DIRECTV is a premier standalone multichannel video programming distributor

(_MVPD_) with a national footprint, outstanding content, and a long tradition of innovation and expertise in video. DIRECTV, however, has no broadband
capabilities. At the same time, AT&T has world-class wireline and wireless broadband facilities, but its video service, which is available in only a minority of
customer locations within AT&T_s 22-state incumbent local exchange carrier (_ILEC_) region, is uneconomic and not fully competitive with cable providers. As
a result, each company cannot provide on its own what consumers increasingly demand: an integrated and efficient bundle of high-speed broadband and
high-quality video from a single provider.

This transaction meets those challenges head-on in several critical respects:

· The combined company will compete more effectively in a dynamic and rapidly changing marketplace that includes cable operators and a range of other
technology, communications, and media companies.

· Millions of consumers will benefit from new and improved bundles of broadband, video, and � due to AT&T�s advanced network and nationwide customer base in
mobile communications � wireless services.

· The ability to pair DIRECTV video with AT&T broadband, as well as the lower cost structure of the combined company, allows AT&T to commit to expand and
enhance its deployment of both wireline and fixed wireless broadband to at least 15 million

1
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customer locations across 48 states, with most of the locations in underserved rural

areas.1

· By creating more value for programming partners and taking advantage of broader expertise in video, broadband, and wireless, the combined company will
innovate in ways that accelerate the availability of enhanced video options across all screens � TVs, PCs, smartphones, and tablets.

The Rationale for this Transaction. This merger occurs against the backdrop of fundamental shifts in the ways consumers obtain broadband and video services. A
high percentage of consumers now purchase MVPD service in a bundle with broadband connections to obtain greater convenience at a lower price. Indeed, more
than 97 percent of AT&T_s 5.7 million video customers subscribe to bundled services. This consumer preference is not unique to AT&T, as 78 percent of basic
subscribers of the six largest cable operators take at least a double-play of services, predominantly video and broadband. Moreover, consumers who subscribe to
MVPD service increasingly want to access video programming from any device, including mobile devices, making mobile service a desirable bundle component
as well.

At the same time, enormous industry investment in wireline and wireless broadband networks has created a platform for novel ways of aggregating video content
and spawned myriad online, over-the-top (_OTT_) video providers such as Netflix, Amazon, Google, and Hulu. Consumers who use broadband can watch a large
swath of traditional content as well as original content made available over the Internet � and do it all at a time and place of their own choosing.

1 As described below in Section VI.C, some of these customer locations currently receive AT&T broadband but will receive a better, significantly faster class of
broadband service post-transaction. Of the other locations, most lie in underserved rural areas outside AT&T_s wireline footprint.

2
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DIRECTV cannot capitalize on these trends because its one-way video delivery service lacks broadband capabilities. Nor can it offer the bundles that consumers
increasingly seek. DIRECTV has attempted to respond to consumer demand by offering _synthetic_ bundles of DIRECTV satellite video service and a variety of
third-party broadband and/or voice services. However, none of these synthetic bundles has sufficiently bridged the gap for DIRECTV. The best-performing
synthetic bundle DIRECTV offers is through its relationship with AT&T, but despite their efforts AT&T and DIRECTV have been unable to make significant
inroads against the integrated bundle offerings of entrenched cable companies.

AT&T has broadband facilities in most of its 22-state wireline region and wireless broadband facilities available to more than 300 million Americans nationwide.
AT&T, however, can only provide video service, and thus a broadband/video bundle, to those homes where it has deployed _fiber to the node_ (_FTTN_) or
_fiber to the premises_ (_FTTP_) technologies. While AT&T plans to cover approximately 33 million customer locations with these technologies, that geographic
region will still cover less than one-quarter of U.S. TV households. Outside of the U-verse video footprint, AT&T cannot offer integrated bundles of broadband
and video service, but must instead rely on synthetic bundles that have not been effective.

As a result of its relatively limited video footprint, AT&T is far smaller than Comcast and Time Warner Cable, its principal competitors. Lack of scale particularly
hinders AT&T with respect to content acquisition, which is by far the largest variable cost of MVPD service. AT&T therefore faces challenges selling competitive
broadband/video bundles even inside its U-verse video footprint.

3
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At its core, then, the rationale for this transaction is simply stated. Through this combination, the companies will marry complementary assets to achieve what they
could not achieve separately or through a contractual arrangement: a compelling bundle of video and broadband services.

The Transaction_s Significant Consumer Benefits. The proposed merger will provide exactly the kind of near-term, verifiable, transaction-specific public interest
benefits that the Commission has credited in approving previous transactions.

The combined AT&T and DIRECTV will be able to offer new and better service bundles, creating a stronger competitor to the cable bundle. Cable has long been
the dominant provider of broadband and video services in the United States, and if the Comcast/Time Warner Cable/Charter transactions are completed, that
dominance will swell even further. By uniting AT&T_s wireline and wireless broadband infrastructure and DIRECTV_s nationwide video service under common
ownership, the combined company will be able to bundle broadband and video (as well as wireless) services in ways that it could not without the transaction. And
it will do so in many areas where cable incumbents are currently the only bundled service providers. Thus:

· Within the U-verse video footprint, AT&T customers will be able to keep their U-verse video service. That service will be enhanced, however, by better content
offerings and an improved user experience. DIRECTV customers will be able to purchase an enhanced, truly integrated bundle combining DIRECTV video
service and AT&T broadband.

Customers will also retain the ability to obtain standalone DIRECTV video.

· In the balance of AT&T�s broadband footprint, consumers will now have access to an integrated offering of a premier satellite video service from the same
company that provides their broadband service, enabling simplified billing and better customer care.

4
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· Both inside and outside the AT&T wireline footprint, DIRECTV customers will be able to keep their video service and, for 99 percent of all Americans, also
receive a competitive high-speed broadband and/or mobile service from the same company that provides that video service.

Moreover, the savings and synergies made possible by this transaction will fundamentally

and permanently increase the incentives of the combined company to expand and enhance its broadband networks. At a minimum, AT&T expects to bring new or
enhanced high-speed broadband to at least 15 million customer locations, the majority of which are in rural areas with no or limited broadband service choices.
Indeed, AT&T is so confident of these savings and other synergies that it is willing to commit to meet this target within four years from the close of this
transaction.

Specifically, the combined company will commit to provide FTTP wireline broadband service to 2 million more customer locations. In addition, the combined
company will commit to deploy fixed wireless local loop (_WLL_) technology to bring high-speed broadband to approximately 13 million largely rural customer
locations. By using a fixed antenna, this service is designed to perform as well as services with advertised speeds of 15-20 Mbps. This fixed WLL deployment will
include areas outside AT&T_s wireline footprint and areas within that footprint that currently do not receive the U-verse broadband and video bundle.

This expansion of FTTP and fixed WLL broadband will enhance access to OTT services like Netflix, Amazon, Google, and Hulu, even for consumers who do not
subscribe to traditional MVPD service. This is why Netflix_s CFO recently called this transaction a _plus for Netflix._2

2 Joyce Wang, Netflix Talks AT&T-DirecTV, Plans Programming Boost, Cablefax (May 21, 2014),
http://www.cablefax.com/programming/netflix-talks-att-directv-plans-programming-boost.

5
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In addition, the combined company_s integrated video, broadband, and mobile operations will better position it to meet consumers_ evolving entertainment
preferences � whether traditional MVPD or on-demand OTT video services � on any screen: TV, tablet, smartphone, or PC. As a much more attractive distributor for
content providers, the combined company will gain improved access to content rights and be able to bring that content to consumers where and when they want.

The Transaction Will Enhance Competition. Because the products and assets of the merging companies are primarily complementary, economic theory predicts
that this transaction will put strong downward pressure on the prices for the combined company_s bundled products. That, in turn, will trigger competitive
responses from competing cable providers, to the further benefit of consumers.

Econometric analysis bears out those predictions and shows � even before the significant

marginal cost savings and quality improvements from the transaction � that:

· There will be significant downward pressure on the prices of the new integrated bundles of AT&T broadband and DIRECTV video, even without factoring in the
improved quality such bundles will offer consumers.

· There will also be downward pressure on the prices of cable bundles and standalone broadband and video products offered by cable operators.

· Any upward pressure on the prices of standalone video or broadband offered by the merged firm will be significantly outweighed by the downward pressure on
the prices of bundles of AT&T broadband and DIRECTV video that will now be available at improved quality and attractive prices.

· The net effect on consumer surplus will be positive � again before one factors in the first dollar of cost savings or the first effect of an improved product offering.

6
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Put differently, econometric analysis confirms that, even before efficiencies are considered, the combination of AT&T and DIRECTV will create a
pro-competitive, integrated bundle of video and broadband services that provokes a beneficial competitive reaction from cable and results in a demonstrable
overall net benefit to consumers. Then, when the significant and merger-specific efficiencies resulting from this transaction are considered, as they must be, the
outcome reveals even greater benefits for consumers.

These quantitative projections follow from the market facts. Because it lacks a broadband service and thus cannot offer its own bundle of broadband and video,
DIRECTV competes most effectively for standalone video consumers. AT&T, by contrast, focuses on its broadband business, and overwhelmingly delivers video
only as part of such bundles and only in the limited areas where its U-verse video service is deployed. Indeed, AT&T_s video footprint covers fewer than
one-quarter of U.S. households, and in that limited geography more than 97 percent of U-verse video customers buy that service bundled with broadband or other
services. That leaves very few U-verse customers � approximately 138,000 in all � who buy video service on a standalone basis. As a result, AT&T focuses its
U-verse video marketing efforts almost exclusively on bundles, and not on standalone video.

Thus, even in the limited areas of the country where AT&T and DIRECTV both offer video services, the two companies target different segments of the
marketplace. In other words, competition between wireline and satellite MVPD providers is differentiated. As the Department of Justice put it over a decade ago �
when broadband was a far less critically important aspect of the competitive dynamic than it is today � _[b]ecause [DIRECTV] and [DISH Network (_DISH_)] are
the only two facilities-based DBS services, they offer products that are closer to

7
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each other in character and pricing than either is to cable._3 Consumers who seek bundled MVPD and broadband services are not likely to be choosing between
AT&T and DIRECTV: when customers drop the AT&T bundle, they largely switch to cable, not to satellite video providers such as DIRECTV.

Moreover, in that limited geographic overlap and for the declining base of customers who still choose to purchase video on a standalone basis, the combined
company will continue to face significant competition from other existing facilities-based video providers. At a minimum, these competitors include the cable
incumbent and one other satellite video provider (DISH). Increasingly, the competitors also include an additional fiber-based broadband service provider (_BSP_)
or other wireline provider. Forward-looking merger analysis must recognize that MVPDs will also face ever-increasing competition from OTT services delivering
content over broadband, including in areas where broadband is made available because of this transaction.

Although the overall effects of the transaction are clearly and strongly positive for consumers, AT&T will make several additional commitments to ensure the
continued vibrancy of OTT competition, as well as video competition more generally. First, AT&T will adhere to the Commission_s Open Internet protections
established in 2010 for three years after closing, regardless of whether the Commission re-establishes such protections for other industry participants following the
D.C. Circuit_s vacatur of those rules. Second, for three years after closing, AT&T will continue to offer standalone retail broadband Internet access service at
reasonable market-based prices, including a service of at least 6 Mbps down (where feasible) at

3 United States v. Echostar Communications Corp., No. 1:02CV02138, Complaint ¶ 39 (D.D.C. filed Oct. 31, 2002), available at
http://www.justice.gov/atr/cases/f200400/200409.htm.

8
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guaranteed prices, in areas where AT&T offers wireline broadband service today. Finally, with a more efficient video offering and the competitive nature of video
services in general, the combined company will have a strong business incentive to market its standalone video services actively and price them competitively.
Consistent with that incentive, AT&T will commit to offer, for three years after closing, standalone DIRECTV satellite video service at nationwide package prices
that do not differ between customers in AT&T_s wireline footprint and customers outside the footprint.

The Merger Will Expand AT&T_s Best-In-Class Diversity and Employment

Practices. AT&T will extend its best-in-class diversity practices to both DIRECTV_s employees and suppliers. AT&T also will continue its practice of working
responsibly with the unions representing its workforce.

* * *

In sum, this transaction will enable the combined AT&T and DIRECTV to meet the challenges of this new competitive marketplace with improved services and
bundles, foster increased competition in broadband and video, and give consumers better choices than are possible today from either company on a standalone
basis. For these reasons, the transfer applications should be approved promptly.

9
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II. DESCRIPTION OF THE APPLICANTS AND THEIR QUALIFICATIONS A. AT&T

AT&T provides wireless, high-speed Internet, advanced TV, local and long distance

voice, mobile broadband, and Wi-Fi services in the United States. AT&T also offers worldwide wireless coverage and IP-based business communications services.
AT&T_s wireline footprint covers portions of 22 states.4 AT&T_s state-of-the-art, nationwide 4G LTE wireless network covers approximately 290 million
people,5 and planned expansion to about 300 million will be substantially complete in summer 2014.6 AT&T offers bundles of high-speed broadband, video, and
Voice over Internet Protocol (_VoIP_) services under the U-verse brand within portions of its wireline footprint. Through an aggressive, multibillion dollar capital
investment known as Project Velocity IP (_Project VIP_), AT&T has begun expanding its U-verse services to reach approximately 57 million customer locations,
or 75 percent of all customer locations in its wireline service area.7 Of these 57

4 See AT&T Inc., Annual Report (Form 10-K) at 1 (Feb. 21, 2014) (_AT&T 2013 10-K_).

AT&T_s _wireline footprint_ refers to the territory in which AT&T is the ILEC. AT&T has entered into an agreement to sell The Southern New England
Telephone Company (_SNET_) and its ILEC, retail broadband, and video businesses in Connecticut to Frontier Communications Corporation. The figures
describing AT&T_s wireline footprint and subscribers set forth in this Public Interest Statement include the SNET business. Once the sale of SNET to Frontier
receives regulatory approval and is consummated, AT&T_s wireline footprint will cover parts of

21 states.

5 Press Release, AT&T, AT&T Provides Update to Network Transformation, Second Quarter

Trends and Full Year 2014 Financial Guidance (June 3, 2014), http://about.att.com/story/att_provides_update_on_network_transformation_second_quarter_tren
ds_and_full_year_2014_financial_guidance.html.

6 Investor Presentation, AT&T, AT&T to Acquire DIRECTV, at 6 (May 19, 2014), available at
http://investor.directv.com/files/doc_presentations/ATT%20to%20Acquire%20DIRECTV.pdf.

7 Press Release, AT&T, AT&T to Invest $14 Billion to Significantly Expand Wireless and Wireline Broadband Networks, Support Future IP Data Growth and
New Services (Nov. 7,

Footnote continued on next page
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million customer locations, AT&T plans to deploy FTTN or FTTP technologies to deliver U-verse video, high-speed broadband, and VoIP services to 33 million
customer locations. AT&T_s IPDSLAM (_IPDSL_) technology will deliver U-verse high-speed broadband and VoIP services to the approximately 24 million
remaining customer locations.8 In most of the U-verse video footprint, AT&T provides U-verse services using FTTN architecture. AT&T made the business
decision early on that it could stretch its capital investment to reach more homes by building out fiber to neighborhood nodes; it would then rely on its existing
copper plant for the _last mile._ These copper wires connect individual locations to the network via very-high-bit-rate digital subscriber line (_VDSL_)
technology. U-verse FTTN offers speeds of up to 45 Mbps.9 AT&T is beginning to deploy a more powerful network design for U-verse. In Austin, AT&T uses
FTTP architecture in which fiber is extended all the way to a customer_s location. AT&T provides _U-verse with GigaPower_ service over this FTTP architecture,
and plans to offer Internet speeds of up to 1 Gbps.10 Prior to the DIRECTV transaction, AT&T announced plans to bring its FTTP deployment and U-verse with
GigaPower service to Dallas, Raleigh-

Footnote continued from previous page

2012), http://www.att.com/gen/press-room?pid=23506&cdvn=news&newsarticleid=35661&mapcode= (_Project VIP Press Release_).

9 AT&T, AT&T U-verse High Speed Internet, http://www.att.com/shop/internet/u-verse-

internet.html (last visited June 9, 2014).

10 Declaration of Lori M. Lee, Senior Executive Vice President � Home Solutions, AT&T Inc. ¶

8 (June 10, 2014) (_Lee Decl._).
8 Id
11
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Durham, and Winston-Salem, and to expand further, to as many as 21 other major metropolitan

areas, including Atlanta, Chicago, Charlotte, San Francisco, and Houston.11

Where U-verse FTTN or FTTP has been deployed, AT&T offers five U-verse video

packages. Those packages range from the U-basic tier, which includes local broadcast channels, up to the U450 tier, which includes more than 450 channels, and
premium content from HBO, Showtime, Cinemax, and Fox Sports. The U-verse video packages include on-demand programming and access to over 190 HD
channels.12

For customer locations where it is uneconomical to deploy either the FTTN or FTTP

architectures, AT&T has rolled out its U-verse IPDSL service. IPDSL provides high-speed broadband over copper wires at speeds up to 18 Mbps.13 IPDSL is
capable of delivering VoIP as well, but it is not suitable for delivering MVPD services.14

11 Press Release, AT&T, AT&T Eyes 100 U.S. Cities and Municipalities for its Ultra-Fast Fiber Network (Apr. 21, 2014),
http://about.att.com/story/att_eyes_100_u_s_cities_and_ municipalities_for_its_ultra_fast_fiber_network.html (announcing expansion plans that could cover a
total of 100 cities and municipalities).

12 AT&T, U-verse TV Support, HDTV Channels, http://www.att.com/esupport/article.jsp?sid=KB400591&cv=813#fbid=2x-hKz0Wiel (last visited June 9, 2014).

13 Lee Decl. ¶ 8.

14 Id. ¶ 10. Where AT&T U-verse FTTP, FTTN, or IPDSL are not available within AT&T_s wireline footprint, AT&T sells legacy DSL Internet service,
providing speeds of up to 6 Mbps, and does not offer its own video component. AT&T, High Speed Internet,
http://www.att.com/shop/internet/internet-service.html#fbid=fQYH158YwUR (last visited June

9, 2014). Even in these areas, DSL cannot be offered to every address. Due to technical limitations, DSL is available only to households located within three miles
of a central office. AT&T, High Speed Internet Support, http://www.att.com/esupport/article.jsp?sid=KB400183&cv=801#fbid=nED5VYWShmU (last visited
June 9, 2014). In addition, AT&T has an extensive network of Wi-Fi hotspots, with more than 30,000 locations in sports stadiums, airports, universities, hospitals,
and retail stores nationwide. AT&T, AT&T Wi-Fi Hotspots, http://www.att.com/esupport/article.jsp?sid=KB409042&cv=801#fbid=Lj5uv3VX6PK (last visited
June 4, 2014).

12
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Approximately 11.3 million households subscribe to U-verse in some form.15 There are

currently 5.7 million video subscribers, 11.0 million broadband subscribers, and 4.1 million VoIP subscribers.16 More than 97 percent of U-verse video
subscribers purchase at least one other U-verse product,17 and about two-thirds of U-verse video subscribers bundle three or four services from AT&T.18 Unlike
many MVPDs, and in particular Comcast and Time Warner Cable, AT&T has very limited ownership interests in video programming.19

B. DIRECTV

DIRECTV is a provider of Direct-to-Home satellite digital television services. It has

approximately 20 million video subscribers in the United States and interests in entities with

approximately 18 million video subscribers in Latin America.20

1. DIRECTV U.S.

DIRECTV is a _pure-play_ satellite video provider in the United States. It offers more

than 195 HD channels and provides HD local channel coverage in nearly all areas.21 DIRECTV

15 AT&T Inc., Quarterly Report (Form 10-Q) at 27 (May 2, 2014).

16 Id.; AT&T, U-verse Update: 1Q14, available at

https://www.att.com/Common/about_us/pdf/uverse_update.pdf (last visited June 9, 2014).

17 Lee Decl. ¶ 12.

18 AT&T, U-verse Update: 1Q14, available at https://www.att.com/Common/about_us/pdf/uverse_update.pdf (last visited June 9, 2014); Lee Decl. ¶ 12.

19 AT&T has recently announced a $500 million joint venture with The Chernin Group, to acquire, invest in, and launch OTT video services. See Press Release,
AT&T, The Chernin Group and AT&T Create New Venture to Acquire, Invest In and Launch Online Video Businesses (April 22, 2014),
http://about.att.com/story/the_chernin_group_and_att_create_new_venture_to_acquire_invest_in _and_launch_online_video_businesses.html.

20 Press Release, DIRECTV, DIRECTV Announces First Quarter 2014 Results (May 6, 2014),
http://investor.DIRECTV.com/press-releases/press-release-details/2014/DIRECTV-Announces-First-Quarter-2014-Results/default.aspx.

13
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offers no broadband or voice services of its own. Instead, DIRECTV offers synthetic service bundles of DIRECTV satellite video service and third-party
broadband and/or voice services provided by various telecommunications, cable, and satellite partners. DIRECTV has arm_s-length agreements to provide these
synthetic bundles with CenturyLink, AT&T, Verizon, Exede, Cincinnati Bell, HughesNet, Windstream, and Mediacom, among others.22

DIRECTV has limited content interests, particularly as compared to many large cable

operators. It owns and operates two regional sports networks (_RSNs_), Root Sports Pittsburgh and Root Sports Rocky Mountain (based in Denver), and holds a
minority interest in, and manages, the Seattle-based RSN, Root Sports Northwest.23 None of these RSNs serves localities within AT&T_s wireline footprint.
DIRECTV also has a 42 percent non-controlling interest in the Game Show Network,24 as well as smaller minority interests in the MLB Network, the NHL

Network, and a handful of other networks.25

Footnote continued from previous page

21 HD local channels are available in areas covering over 99 percent of U.S. television households. DIRECTV, Annual Report (Form 10-K), at 3 (Feb. 24, 2014)
(_DIRECTV 2013 10-K_).

22 DIRECTV, DIRECTV Bundles, http://www.DIRECTV.com/DTVAPP/content/packages/internet (last visited June 4, 2014). Post-closing, AT&T expects to
continue DIRECTV_s contracts with third-party bundle partners to ensure as broad-based a distribution capability for the satellite video product as possible. See
AT&T Inc. Acquires DIRECTV, Investor Presentation Transcript (May 19, 2014),
http://www.sec.gov/Archives/edgar/data/732717/000119312514204989/d729683d425.htm (discussing post-transaction plans regarding DIRECTV synthetic
bundle agreements with Verizon and CenturyLink).

23 DIRECTV 2013 10-K at 2.

24 Id.

25 Press Release, AT&T, AT&T to Acquire DIRECTV (May 18, 2014),

http://about.att.com/story/att_to_acquire_directv.html (_AT&T/DIRECTV Transaction Press Release_); Declaration of Patrick T. Doyle, Executive Vice President
and Chief Financial Officer DIRECTV ¶ 9 (June 10, 2014) (_Doyle Decl._).

14
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2. DIRECTV Latin America

Outside the United States, DIRECTV offers satellite video service in some countries in Latin America through the DIRECTV and Sky brands. DIRECTV owns
100 percent of PanAmericana, which has more than 6 million video subscribers, and 93 percent of Sky Brazil, which has approximately 5.5 million video
subscribers.26 DIRECTV also owns a 41 percent non-controlling interest in Sky Mexico. That company operates in Mexico, the Dominican Republic, and certain
countries in Central America, and has more than 6 million video subscribers.27 DIRECTV Latin America has spectrum holdings that cover 43 million households
across Argentina, Brazil, Columbia, and Peru, and plans to offer fixed wireless service to more than 5 million homes in those countries by the end of 2014.28

C. Qualifications

The FCC has concluded repeatedly that AT&T has the qualifications required under the

Communications Act to control Commission authorizations.29 Nothing has changed to disturb

these conclusions. Similarly, there is no question about DIRECTV_s qualifications.30

26 Press Release, DIRECTV, DIRECTV Announces First Quarter 2014 Results (May 6, 2014),
http://investor.DIRECTV.com/press-releases/press-release-details/2014/DIRECTV-Announces-First-Quarter-2014-Results/default.aspx.

27 Id.

28 DIRECTV 2013 10-K at 14, 16-17.

29 See, e.g., Applications of Cricket License Company, LLC, Leap Wireless International, Inc.,

and AT&T Inc. for Consent to Transfer Control of Authorizations and Application of Cricket License Company, LLC and Leap Licenseco Inc. for Consent to
Assignment of Authorization, WT Dkt. No. 13-193, Memorandum Opinion and Order, ¶ 19 (WTB, IB, rel. Mar. 13, 2014) (_AT&T/Leap Order_); Applications of
AT&T Inc. and Atlantic Tele-Network, Inc. for Consent to Transfer Control of and Assign Licenses and Authorizations, Memorandum Opinion and Order, 28
FCC Rcd 13,670 ¶ 17 (WTB, IB 2013); Applications of AT&T Inc., Cellco Partnership D/B/A Verizon Wireless, Grain Spectrum, LLC, and Grain Spectrum II,
LLC for Consent to Assign and Lease AWS-1 and Lower 700 MHZ Licenses, Memorandum Opinion and Order, 28

Footnote continued on next page
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III. DESCRIPTION OF THE TRANSACTION

AT&T will acquire DIRECTV. At closing, DIRECTV will merge with and into a wholly owned subsidiary of AT&T, Steam Merger Sub LLC, which will be the
surviving entity and will be renamed _DIRECTV._ Each share of DIRECTV common stock will be converted into $28.50 in cash plus the right to receive between
1.724 and 1.905 shares of AT&T common stock, depending on AT&T_s stock price prior to closing.31 The new DIRECTV will own the stock of the subsidiaries
of pre-merger DIRECTV, and the subsidiaries will continue to hold all of the Commission authorizations that they held prior to the merger. Although AT&T will
become the parent of the new DIRECTV, there will be no assignment of licenses or transfer of direct control

Footnote continued from previous page

FCC Rcd 12,878 ¶ 17 (WTB 2013); Application of AT&T Inc. and Qualcomm Inc. for Consent to Assign Licenses and Authorizations, Order, 26 FCC Rcd
17,589, 17,601 ¶ 28 (2011) (_AT&T/Qualcomm Order_); Applications of AT&T Inc. and Cellco Partnership d/b/a Verizon Wireless for Consent to Assign or
Transfer Control of Licenses and Authorizations and Modify a Spectrum Leasing Arrangement, Memorandum Opinion and Order, 25 FCC Rcd 8704, 8720 ¶ 29
(2010) (_Verizon/ALLTEL/AT&T Divestiture Order_); Applications of AT&T Inc. and Centennial Communications Corporation for Consent to Transfer Control
of Licenses, Authorizations and Spectrum Leasing Arrangements, Memorandum Opinion and Order, 24 FCC Rcd 13,915, 13,931 ¶ 33 (2009) (_AT&T/Centennial
Order_).

30 See, e.g., DIRECTV Enterprises, Application for Authorization to Launch and Operate

DIRECTV RB-2 a Satellite in the 17/24 GHz Broadcasting Satellite Service at the 102.825° W.L. Orbital Location, Order and Authorization, 24 FCC Rcd 9393,
9404 ¶ 27 (IB 2009); News Corporation and the DIRECTV Group, Inc., Transferors, and Liberty Media Corporation, Transferee, for Authority to Transfer
Control, Memorandum Opinion and Order, 23 FCC Rcd 3265 (2008) (_News Corp./DIRECTV/Liberty Media Order_).

31 The number of AT&T shares to be received will be based on the volume-weighted average price of AT&T common stock on the 30 trading days prior to and
including the third trading day prior to closing. If the average stock price is greater than $38.577, then the exchange ratio will be 1.724; if the average stock price is
less than $34.903, then the exchange ratio will be 1.905; if the average stock price is between $38.577 and $34.903, then the exchange ratio will be equal to the
quotient obtained by dividing (a) $66.50 by (b) the average stock price. AT&T Inc., Current Report (Form 8-K) (May 18, 2014).
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of the Commission authorizations, as the current licensees will continue to hold their

authorizations.

IV. STANDARD OF REVIEW

Under Section 310(d) of the Communications Act of 1934, as amended,32 the

Commission first reviews the proposed transaction to ensure that it complies with the

Communications Act, other applicable statutes, the Commission_s rules, and federal

communications policy. The Commission then weighs any potential public interest benefits of the proposed transaction against the potential public interest
harms.33 Only transaction-specific benefits and harms are cognizable. An assignment or transfer proceeding is not the proper forum for addressing general
industry issues that are not specific to the transaction.34 The Commission

_may not consider whether the public interest, convenience, and necessity might be served by_ a

transaction involving an entity _other than the proposed transferee._35 Within these parameters,

32 47 U.S.C. § 310(d).

33 See, e.g., Verizon/ALLTEL/AT&T Divestiture Order, 25 FCC Rcd at 8716 ¶ 22;

AT&T/Centennial Order, 24 FCC Rcd at 13,927 ¶ 27.

34 See, e.g., Applications of SoftBank Corp., Starburst II, Inc., Sprint Nextel Corporation, and Clearwire Corporation, for Consent to Transfer Control of Licenses
and Authorizations, Petitions for Reconsideration of Applications of Clearwire Corporation for Pro Forma Transfer of Control, Memorandum Opinion and Order,
Declaratory Ruling, and Order on Reconsideration, 28 FCC Rcd 9642, 9672 ¶ 74 (2013)(_SoftBank/Sprint Order_); Applications of Cellco Partnership d/b/a
Verizon Wireless and SpectrumCo LLC and Cox TMI, LLC for Consent to Assign AWS-1 Licenses, Memorandum Opinion and Order and Declaratory Ruling, 27
FCC Rcd 10,698, 10,733-34 ¶ 94 (2012) (_Verizon/SpectrumCo Order_); AT&T/Qualcomm Order, 26 FCC Rcd at 17,622 ¶ 79; AT&T/Centennial Order, 24 FCC
Rcd at 13,972 ¶ 141 (2009); AT&T Inc. & BellSouth Corp. Application for Transfer of Control, Memorandum Opinion and Order,

22 FCC Rcd 5662, 5692 ¶ 56 n.154 (2007) (_AT&T/BellSouth Order_).

35 47 U.S.C. § 310(d).
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if the applicants demonstrate that the proposed transaction, on balance, serves the public interest,

the Commission _shall grant_ the applications.36

In these Applications, the Applicants demonstrate that the proposed transaction will serve

the public interest, result in no harms to competition, not violate any law or rule, require a waiver of a rule, or result in any unjust enrichment concerns. Nor will
the transaction otherwise frustrate or undermine the Commission_s policies or enforcement of the Communications Act.

V. AT&T AND DIRECTV ARE COMBINING TO ADAPT THEIR BUSINESSES TO

SUCCEED IN A CHANGING MARKETPLACE

Through this transaction, AT&T and DIRECTV will surmount the growing technological

and structural challenges each faces in delivering broadband and video services in the forms consumers increasingly prefer. As a result, the combined company
will be able to compete much more effectively against both the cable operators that dominate the provision of broadband and MVPD services and other emerging
competitors.

A. Consumers Increasingly Want Cost-Effective Broadband and Video Services,

as Well as OTT and Multiple-Screen Viewing Options

More and more consumers want broadband bundled with their video services.

Increasingly, the selection of a broadband provider also determines consumers_ choices of video

services.37 Companies that can provide an attractive broadband/video bundle to consumers in a

36 Id. § 309(a); see, e.g., SkyTerra Communications, Inc. Transferor, & Harbinger Capital Partners Funds, Transferee, Applications for Consent to Transfer of
Control of SkyTerra Subsidiary, Memorandum Opinion and Order and Declaratory Ruling, 25 FCC Rcd 3059, 3065 ¶

10 (2010); Applications for Consent to Transfer of Control of Licenses; XM Satellite Radio Holdings Inc., Transferor, to Sirius Satellite Radio Inc., Transferee,
Memorandum Opinion and Order and Report and Order, 23 FCC Rcd 12,348, 12,364 ¶ 30 (2008).

37 See, e.g., Press Release, J.D. Power & Associates, 2013 Digital Lifestyle Study (Aug. 21, 2013),
http://www.jdpower.com/content/press-release/qEdZ9q3/2013-digital-lifestyle-study.htm

Footnote continued on next page
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cost-effective manner do better in the marketplace. That success, in turn, allows those companies to invest in further broadband deployment. Thus, as the
Commission has recognized, _broadband deployment and entry into the MVPD business are _inextricably linked.__38 This

link is the product of two principal underlying forces.

First, the economic case for deploying at least some advanced broadband services, such

as fiber-based architectures, has depended on the ability to provide MVPD services over those

same facilities.39 A substantial additional revenue stream from a [BEGIN AT&T

CONFIDENTIAL INFORMATION]

[END AT&T CONFIDENTIAL

INFORMATION] MVPD service contributes to the return on investment necessary to justify

the deployment of these broadband facilities.40

Footnote continued from previous page

(_Nearly two-thirds (61%) of consumers consider Internet service as the foundation of their future digital lifestyle bundle. It is the most-frequently chosen service
in consumers_ present and future digital lifestyle bundles._); Pew Research Center, The Web at 25 in the U.S., at 20-21 (Feb. 27, 2014), available at
http://www.pewinternet.org/files/2014/02/PIP_25th-anniversary-of-the-Web_0227141.pdf (more adults would be very reluctant to give up the Internet than
television (46 percent vs. 35 percent)); Mike Farrell, Time Warner Cable Steps Up Broadband Push, Multichannel News (Oct. 27, 2011),
http://multichannel.com/news/orphan-articles/time-warner-cable-steps-broadband-push/126668 (Time Warner Cable_s former CEO Glenn Britt describing
broadband as his company_s _anchor product_).

38 Exclusive Service Contracts for Provision of Video Services in Multiple Dwelling Units and Other Real Estate Developments, Report and Order and Further
Notice of Proposed Rulemaking,

22 FCC Rcd 20,235 ¶ 20 (2007) (_MDU Order_).

39 See, e.g., Review of the Commission_s Program Access Rules and Examination of

Programming Tying Arrangements, First Report and Order, 25 FCC Rcd 746, 772 ¶ 36 (2010) (_2010 Program Access Order_) (_The Commission has previously
concluded that a wireline firm_s decision to deploy broadband is linked to its ability to offer video._).

40 See Declaration of John T. Stankey, Group President and Chief Strategy Officer AT&T Inc. ¶

39 (June 10, 2014) (_Stankey Decl._) (_A key limiting factor in GigaPower deployment to date

has been the challenging economics of AT&T_s under-scale broadband must bear [BEGIN AT&T CONFIDENTIAL AT&T CONFIDENTIAL INFORMATION]
of the burden

[Graphic Appears Here]

GigaPower._); id. ¶ 7 (a, _[BEGIN AT&T CONFIDENTIAL INFORMATION]

Footnote continued on next page
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Second, as the Commission also has noted, there is a general _shift from competition

between standalone services to that between service bundles,_41 because providing services in a bundle offers consumers _a simplicity and efficiency that is
proving to be highly attractive in the marketplace._42 The Commission_s analysis is correct. As described in more detail in the Declaration of AT&T Senior
Executive Vice President for Home Solutions, Lori Lee, with an integrated bundle, consumers get, among other things, one installation visit and one point of

contact for customer care.43 Significantly as well, bundle purchasers typically receive lower

prices.44 Bundle providers also can integrate their video and broadband products in ways that

provide additional benefits to consumers, such as better video on demand,45 effectively lowering

quality-adjusted prices as well.

Footnote continued from previous page

[END AT&T CONFIDENTIAL INFORMATION] video service, as well as a national video footprint[,]&will fundamentally and permanently shift the economics
of investing in broadband. It will change how much and how fast broadband investment is justified and propel otherwise marginal capital-intensive broadband
projects forward._); see also id. ¶ 41 (_AT&T_s expansion opportunities will always be limited by the expected return on investment that the company can
obtain._).

41 2010 Program Access Order, 25 FCC Rcd at 765 ¶ 29 n.106; see also United States of America and State of New York v. Verizon Communications Inc., Cellco
Partnership d/b/a Verizon Wireless, Case 12-cv-01354, Competitive Impact Statement, at 5 (D.D.C. filed Aug. 16, 2012) (stating that broadband and MVPD
services are _commonly purchased together in bundles with one another_).

42 MDU Order ¶ 20; see also Annual Assessment of the Status of Competition in the Market for the Delivery of Video Programming, Fifteenth Report, 28 FCC
Rcd 10,496, 10,538 ¶ 93 (2013) (_Fifteenth Video Competition Report_) (finding that _[t]he major cable and telephone MVPDs focus their marketing on
bundles_).

43 Lee Decl. ¶ 13; see also Stankey Decl. ¶¶ 28-29.

44 Lee Decl. ¶ 13.

45 Doyle Decl. ¶ 19.
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According to SNL Kagan, for six of the nation_s largest cable operators (Comcast, Time

Warner Cable, Charter, Cablevision, Mediacom, and Suddenlink), 78 percent of basic video subscribers take at least a double-play and 42 percent take a
triple-play.46 In the case of AT&T, bundles are even more prevalent: more than 97 percent of AT&T_s U-verse video customers now subscribe to more than one
service.47

In today_s dynamic marketplace, it is not enough merely to offer both broadband and

video services. It also is necessary to supply these services in a cost-efficient manner. That requires addressing the ever-increasing cost of programming, which is
by far the largest variable cost for MVPDs.48 It is widely understood in the industry that video content costs are largely a function of scale. All things being equal,
a distributor with larger scale offers programmers more value.49 This volume-based pricing gives larger cable operators a significant cost advantage.50

46 Annual Assessment of the Status of Competition in the Market for the Delivery of Video Programming, MB Dkt No. 14-16, Comments of DIRECTV, LLC, at
21-22 (filed Mar. 21, 2014) (_DIRECTV 16th Video Competition Report Comments_) (citing Tony Lenoir, Cable_s Triple-Play Penetration of Basic Video Subs
Doubled in the Last 5 Years, SNL Kagan (Sep. 12, 2013)).

47 Lee Decl. ¶ 12.

48 Declaration of Rick L. Moore, Senior Vice President, AT&T Inc. ¶ 6 (June 10, 2014) (_Moore Decl._); Lee Decl. ¶ 18; see also Doyle Decl. ¶ 22.

49 Moore Decl. ¶ 14; Lee Decl. ¶ 19. See also Fifteenth Video Competition Report, 28 FCC Rcd at 10,529 ¶ 68 (_Economies of scale appear to produce cost
advantages, especially with respect to the cost of acquiring programming and consumer premise equipment, and thus may play a major role in profitability and the
willingness to enter the MVPD industry._); Annual Assessment of the Status of Competition in the Market for the Delivery of Video Programming, Fourteenth
Report, 27 FCC Rcd 8610, 8643-44 ¶ 74 (2012); Implementation of Section 3 of the Cable Television Consumer Protection and Competition Act of 1992,
Statistical Report on Average Rates for Basic Service, Cable Programming Service, and Equipment, Report on Cable Industry Prices, 21 FCC Rcd 15,087, 15,095
¶ 21 (2006) (_Cable operators sometimes can reduce their per-unit programming costs by increasing their subscriber reach._).

50 See, e.g., Time Warner Cable, Time Warner Cable Management Discusses Q2 2013 Results, Earnings Call Transcript (Aug. 1, 2013), available at
http://seekingalpha.com/article/1594882-

Footnote continued on next page
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For example, in 2014, AT&T estimates that its content costs will represent approximately 60

percent of its video subscriber revenues.51 AT&T_s content costs per subscriber are significantly

higher than its main competitors_ costs.52

Moreover, going forward, providers must be able to offer access to the OTT video

content that consumers increasingly demand. Many consumers now expect broadband access to

OTT video as a complement to MVPD service.53 And, for an expanding group of consumers, the

use of these OTT services has begun to substitute for purchases of MVPD services, a trend that is widely expected to grow in the future.54 More than 50 percent
of U.S. broadband households use one or more paid OTT video services.55 Households that receive all of their video from OTT

Footnote continued from previous page

time-warner-cable-management-discusses-q2-2013-results-earnings-call-transcript (Time Warner Cable President and COO Robert Marcus stating: _With respect
to your question about Comcast[_s] performance, . . . I think there are some benefits on the cost side that definitely derive from scale._); Time Warner Cable
Management Discusses Q1 2012 Results, Earnings Call Transcript (Apr. 26, 2012), available at
http://seekingalpha.com/article/531451-time-warner-cable-management-discusses-q1-2012-results-earnings-call-transcript (President and COO Robert Marcus
noting that Time Warner Cable was _already enjoying the benefits of reduced programming costs_ due to scale following its merger with Insight Communications
in 2011).

51 Lee Decl. ¶ 18; Stankey Decl. ¶ 15.

52 Lee Decl. ¶ 20; Stankey Decl. ¶ 15.

53 See Daniel Frankel, Adobe Study: TV Everywhere Users Up 157 Percent in Q1&Not Counting Olympics, Fierce Cable (June 5, 2014),
http://www.fiercecable.com/story/adobe-study-tv-everywhere-users-157-percent-q1-not-counting-olympics/2014-06-05 (discussing Adobe_s Video Benchmark
Report and its finding that TV Everywhere users increased 157 percent in Q1 2014 compared to Q1 2013).

54 See Declaration of Michael L. Katz ¶¶ 45-54 (June 11, 2014) (_Katz Decl._) (discussing the growing competitive significance of OTT providers).

55 Press Release, Parks Associates, Online Video the Most Important Video Source for Young Consumers (Mar. 20, 2014),
https://www.parksassociates.com/blog/article/pr-mar2014-ott-webcast. In March 2014 alone, nearly 190 million Americans watched over 46 billion online content
videos. See Press Release, comScore, comScore Releases March 2014 U.S. Online Video Rankings (Apr. 18, 2014),
https://www.comscore.com/Insights/Press_Releases/2014/4/comScore_Releases_March_2014_U S_Online_Video_Rankings.
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services will continue to increase over the next decade; an even larger percentage of households will purchase some combination of traditional MVPD and OTT
services.56 Finally, consumers also increasingly want the ability to receive and watch content on-the-go on various devices. To meet this growing demand,
MVPDs must design and structure new programming packages that offer flexible viewing, interactivity, and innovative OTT options. Thus, an MVPD with a large
video subscriber base, as well as wired and wireless broadband networks, can create significant new value for content providers. Such an MVPD is well-positioned
to reach mutually beneficial agreements that provide that additional value in exchange for new types of digital rights allowing content providers to reach viewers
wherever and whenever they choose to access content.57

B. AT&T and DIRECTV Are Combining To Achieve the Scope and Scale Necessary To Expand and Improve Broadband and Video Services Available to
Consumers

Combined, AT&T and DIRECTV can better meet these challenges than either could alone. The transaction provides each party with the missing bundle
components needed to provide the integrated services consumers want and thereby allows them to better compete against the large cable operators that dominate
the provision of these services. It will also enable the combined entity to address the increasing challenges posed by the rise of OTT and other forces.

From AT&T_s perspective, the U-verse video service lacks, and cannot achieve, the

critical scale and value necessary for AT&T to negotiate for programming at costs that are

56 Stankey Decl. ¶ 56.

57 See id. ¶¶ 23-25, 59.
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competitive with those of larger cable operators, particularly Comcast and Time Warner Cable. By the end of its Project VIP expansion, AT&T plans to cover only
approximately 33 million customer locations with its U-verse video footprint58 � fewer than one-quarter of U.S. TV households. Although U-verse video service
has grown rapidly in popularity, it still has only 5.7 million video subscribers.59 In comparison, Comcast has 22.6 million video subscribers,60 which will rise to
approximately 30 million after completing the acquisition of Time Warner Cable.61 And, Comcast will be able to offer competing services to approximately 67
percent of U-verse video homes after the proposed Time Warner Cable merger.62 AT&T_s relatively limited scale in video, and the resulting high costs for
content, also limits the number of customers to whom it can offer broadband/video bundles. As discussed in the Declaration of Lori Lee, AT&T_s MVPD service
currently is [BEGIN AT&T

CONFIDENTIAL INFORMATION] [END AT&T CONFIDENTIAL INFORMATION] This is largely due to high and constantly rising programming costs.64
And, as Group President and Chief Strategy Officer of AT&T, John Stankey, confirms, the

58 Project VIP Press Release.

59 AT&T Inc., Quarterly Report (Form 10-Q) at 27 (May 2, 2014).

60 Comcast Corp., Quarterly Report (Form 10-Q) at 23 (Apr. 22, 2014).

61 Applications of Comcast Corp. and Time Warner Cable Inc. For Consent to Transfer Control

of Licenses and Authorizations, MB Dkt No. 14-57, Public Interest Statement, at 25 (filed Apr. 8, 2014). This subscriber number takes into account planned
divestitures to Charter that will grow Charter_s subscriber base to more than 8 million. Press Release, Comcast, Comcast and Charter Reach Agreement on
Divestitures (Apr. 28, 2014), http://corporate.comcast.com/news-information/news-feed/comcast-and-charter-reach-agreement-on-divestitures.

62 Lee Decl. ¶ 29.

63 Id. ¶ 11.

64 See id. ¶¶ 18-21.
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challenging economics of AT&T_s MVPD service have undermined AT&T_s incentives to invest in further broadband expansion, and prevents AT&T from
deploying U-verse with FTTP and FTTN technologies more broadly.65 Because content costs are closely tied to video subscriber scale,66 AT&T has only one
reliable option to lower its content costs in a reasonable time frame to compete effectively with Comcast: expand its customer base significantly.

DIRECTV faces a different, but even more daunting, set of challenges. It has nationwide scale in the provision of MVPD service but no complementary broadband
offering. Thus, DIRECTV is left to provide only standalone MVPD service at a time when two powerful trends are eroding this market segment: rising demand to
purchase MVPD services in a bundle with broadband and rising use of OTT video in place of MVPD services. To address these longstanding trends � trends that
DIRECTV has previously acknowledged67 � DIRECTV has sought to distinguish itself by developing innovative content packages (such as the NFL Sunday
Ticket) and technology (such as its whole-home DVR Genie set-top box).68 But, despite such
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