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l. INTRODUCTION
A. Summary of qualifications
1. My name is Michael A. Williams. | am a Director at Competition Economics, LLC.

I specialize in analyses involving antitrust, industrial organization, and regulation. I have published
articles in a number of academic journals, including Proceedings of the National Academy of
Sciences, American Economic Review, Journal of Law and Economics, International Journal of
Industrial Organization, Journal of Industrial Economics, Physica A, Journal of Economics and
Management Strategy, Economics Letters, Journal of Public Economic Theory, Behavioral
Science, Review of Industrial Organization, Antitrust Bulletin, Texas Law Review, and the Yale
Journal on Regulation.

2. I have provided testimony before the United States District Court, Middle District
of Alabama; United States District Court, Western District of Arkansas; United States District
Court, Central, Northern, and Southern Districts of California; United States District Court,
District of Delaware; United States District Court, Middle District of Florida; United States
District Court, Northern District of Georgia; United States District Court, Eastern Division,
District of Idaho; United States District Court, Southern District of Illinois; United States District
Court, District of Kansas; United States District Court, District of Massachusetts; United States
District Court, District of Minnesota; United States District Court, District of New Jersey; United
States District Court, Southern District of New York; United States District Court, Eastern District
of Pennsylvania; United States District Court, Eastern District of Tennessee; United States District
Court, Northern and Southern Districts of Texas; United States Court of Federal Claims; State of
Connecticut, Superior Court; State of New Mexico, Second Judicial District; State of Nevada,

Gaming Commission and State Gaming Control Board; and public utilities commissions in
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Arkansas, Hawaii, Michigan, Minnesota, Missouri, Nebraska, New Mexico, Texas, and
Washington.

3. I have been retained as an economic consultant by the U.S. Department of Justice,
Antitrust Division, the U.S. Federal Trade Commission, and the Canadian Competition Bureau.
Previously, I was an economist with the U.S. Department of Justice, Antitrust Division.

4, I hold a B.A. degree in economics from the University of California, Santa Barbara,
and | received my M.A. and Ph.D. degrees in economics from the University of Chicago. My
resume, which contains more information on my background and qualifications, is contained in
Appendix I.

5. Competition Economics LLC is being compensated at my standard hourly rate of
$575, and neither my compensation nor the compensation of Competition Economics LLC is
contingent on the outcome of this proceeding.

B. Assignment

6. | have been asked by Counsel for the Rule 23(b)(3) Class Plaintiffs! (“Class
Plaintiffs”) to determine whether the proposed settlement amounts are reasonable from an

economic perspective.? My understanding of the settlement amounts is that defendants agreed to

! The Class is defined as: “All persons, businesses, and other entities that have accepted any Visa-
Branded Cards and/or Mastercard-Branded Cards in the United States at any time from January 1,
2004 to the Settlement Preliminary Approval Date, except that the Rule 23(b)(3) Settlement Class
shall not include (a) the Dismissed Plaintiffs, (b) the United States government, (c) the named
Defendants in this Action or their directors, officers, or members of their families, or (d) financial
institutions that have issued Visa-Branded Cards or Mastercard-Branded Cards or acquired Visa-
Branded Card transactions or Mastercard-Branded Card transactions at any time from January 1,
2004 to the Settlement Preliminary Approval Date.”

2 See Memorandum in Support of Rule 23(b)(3) Class Plaintiffs Motion for Class Settlement
Preliminary Approval (September 18, 2018) (hereinafter “Class Settlement Memorandum™), p. 1.

2
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a maximum payment of approximately $6.26 billion with a reduction of no more than
$700,000,000 to account for opt outs.

7. I have been provided with access to and have incorporated into my analyses prior
reports prepared in this case by experts for Class Plaintiffs, defendants, opt out plaintiffs, and Dr.
Sykes, an expert appointed by the Court. | also have researched publicly available information on
antitrust settlements. A detailed list of the materials and resources | considered in the preparation
of this report is contained in Appendix II.

C. Overview of opinions

8. This section summarizes my findings and conclusions. The facts or data upon which
I am basing the opinions and inferences discussed in this report are of a type reasonably relied
upon by experts in the field of Industrial Organization.® My primary conclusions are summarized

as follows:

e Economists have studied the economic characteristics of settlements. There exists a large
amount of information and data concerning settlements of antitrust cases. This economic
research provides useful information to economists analyzing the economic
characteristics of antitrust settlements, including the economic reasonableness of
settlements.

% The field of Industrial Organization has been defined as: “the study of the structure of firms and
markets and of their interactions.” Carlton, D. and Perloff, J. (2005), Modern Industrial
Organization, 4" ed., Boston, MA: Pearson Addison-Wesley, p. 2. As one well-known textbook
summarizes: “A focus and concern with market power underpins industrial organization. . . . What
are the determinants of market power? How do firms create, utilize, and protect it? When are
antitrust enforcement or regulation appropriate policy responses to the creation, maintenance, or
exercise of market power?” Church, J. and Ware, R. (2000), Industrial Organization: A Strategic
Approach, Boston, MA: Irwin McGraw-Hill, p. vii. For this reason, Industrial Organization
textbooks contain extended analyses of antitrust issues. See, e.g., Carlton, D. and Perloff, J. (2005),
Modern Industrial Organization, 4™ ed., Boston, MA: Pearson Addison-Wesley, Chapters 4, 5,
11, and 19; Church, J. and Ware, R. (2000), Industrial Organization: A Strategic Approach,
Boston, MA: Irwin McGraw-Hill, Chapters 1, 5, 6, 7, 10, 19, 20, 21, 22, and 23; and Belleflame,
P. and Peitz, M. (2015), Industrial Organization: Markets and Strategies, Cambridge University
Press, Chapters 14, 15, 16, and 17.
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e Using a database of 71 past settlements of antitrust cases, including numerous class
actions, I perform an econometric analysis to study the relationship between settlements
and the magnitude of damages claimed by the settling plaintiffs. This study investigates
whether there is a systematic statistical relationship between changes in the size of
antitrust settlement amounts and changes in the size of the damages claimed in the
antitrust cases.

e My study finds that there is such a systematic relationship. Using this relationship, |
estimate, based on prior settlements, what would reasonably be predicted to be the
amount of a settlement of a case with the damages claimed by plaintiffs here.

e Using updated damages estimates provided by Class Plaintiffs’ expert Dr. Frankel, |
compare (1) the settlement amounts predicted by my regression model for a case with
the damages characteristics of this case with (2) the settlement amounts achieved by
plaintiffs in the settlement under consideration in the present case. The settlement
amounts obtained by Class Plaintiffs here are similar to (although somewhat larger than)
the settlement amounts predicted by my regression model for a case with damages in the
range of the damages here.

e The economic reasonableness of the settlement amounts in the settlement at issue in this
case is further confirmed by the fact that this case involves unusually large risks. The
economic literature and the data | analyzed both support the conclusion that greater risk
inhering in a case puts downward pressure on the likely settlement amount.

e From my investigation and statistical analyses, including the econometric model |
describe, I conclude that, from an economic perspective, the settlement amounts of the
proposed settlement in this case are reasonable.

D. Outline of report

9. Section Il briefly describes the background to the current matter, as well as known
risks associated with damages recovery for the Class Plaintiffs. Section 111 briefly summarizes the
primary economic literature on antitrust settlements. Section IV presents my econometric analysis
of the proposed settlement. Section V contains my conclusions.

1. LITIGATION BACKGROUND

10. I understand that the current litigation between Class Plaintiffs and defendants has

taken place over a 13-year period, involving tens of millions of pages of disclosed documents,
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hundreds of depositions, and thousands of pages of expert reports.* I understand that the parties
sought a settlement totaling $5.3 billion, after reductions, in 2012. However, approval of that
settlement was reversed by the Court of Appeals which took issue with the joint representation by
Class Counsel of both an opt-out, damages-only and a non-opt-out injunctive relief class.’ I
understand that Counsel for the Class Plaintiffs now seek approval of a settlement ranging from
approximately $5.56 billion to $6.26 billion on behalf of a damages-only, Rule 23(b)(3) class.

A. Estimated Damages Vary Widely Implying Risk as to the Amount of Damages
Recovery

11. The estimation of damages by experts has varied widely in this case. Dr. Alan
Frankel’s updated damages estimates for the Class Plaintiffs for the period 2004-2018 range from
$463.83 billion to $754.33 billion.” In contrast, Defendants’ damages expert, Dr. Robert Topel’s
damages estimates for the Class Plaintiffs were much lower (less than 0.5%) than those estimated
by Dr. Frankel. In his Expert Report, Dr. Topel uses a damages period of 2004-2008. See Expert
Report of Robert H. Topel (December 14, 2009), Exhibits 17A-17D. For that period, his damages
estimates range from $402 million to $1.22 billion. Here I conservatively increase Dr. Topel’s
damages estimates so they apply to the same 2004-2018 period used by Dr. Frankel in his updated
analysis. Dr. Topel has five years in his damages period, and Dr. Frankel has fifteen years in his
updated analysis. Assuming a proportional relationship, Dr. Topel’s damages estimates would be
multiplied by three in order to apply to the 2004-2018 period. The resulting damages estimates for

the extended 2004-2018 period range from $1.21 billion to $3.66 billion. Other experts in this case

4 See Class Settlement Memorandum, pp. 2-8.
> See Class Settlement Memorandum, pp. 3-4.
6 See Class Settlement Memorandum, p. 1.

7 Frankel Settlement Analysis Update.xlIsx, Updated Table 9.10.
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employ estimation approaches that differ from those employed by Dr. Frankel (and Dr. Topel) and
imply different damages numbers from those reached by either Dr. Frankel or Dr. Topel. As the
variety of approaches and large range of damages indicate, experienced economists have reached
significantly different damages estimates for the alleged anticompetitive conduct in this case.

12. Even assuming the Class Plaintiffs were to prevail on liability in this case, they do
not know which damages theory the jury would adopt. As a result, there is significant uncertainty
surrounding the outcome of the litigation in this matter, including the potential for recovery of
damages that are a small fraction of the offered settlement, even if liability were established.

B.  Class Plaintiffs Bear Significant Risk of No or Substantial Reduced Recovery

13.  There is significant litigation risk for the Class Plaintiffs that could reasonably
result in no recoverable damages. Such risk was found by the Court’s appointed economic expert,
Dr. Alan Sykes, who concluded in 2013 after the first settlement that “the expected returns to
continued litigation are highly uncertain, and that plaintiffs’ face a substantial probability of
securing little or no relief at the conclusion of trial.”® Dr. Sykes found that the previously proposed
settlement was not “unreasonable in relation to the expected recovery in litigation” given his
finding of *“a substantial probability that plaintiffs may recover nothing through continued
litigation.”®

14. For example, I understand that Dr. Sykes found significant uncertainty in whether
the “initial public offerings by both defendants and to the question whether their conversion from

a joint venture to a stand-alone entity cleanses their business practices of any horizontal or

& Memorandum of Alan O. Sykes to the Honorable John Gleeson (August 28, 2013), p. 3.
® Memorandum of Alan O. Sykes to the Honorable John Gleeson (August 28, 2013), p. 47.
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‘conspiratorial’ element.”'’ An adverse finding against the Class Plaintiffs on these issues would
significantly reduce the Class Plaintiffs’ damages period and, hence, reduce any damages to the
class by a very large extent.

15. The Honorable H. Lee Sarokin (Ret.) has identified other factors that pose
significant risks to the Class Plaintiffs.!! In his declaration in the current matter, Judge Sarokin
discusses a variety of legal issues that pose significant risk to the Class Plaintiffs being successful
in this litigation including significant Illinois Brick issues;'? the application to this case of the “two-
sided market” analysis endorsed by the United States Supreme Court in the Ohio et al. v. American
Express et al. opinion;'? the release arising from the prior VisaCheck litigation;'* and the Eleventh
Circuit’s prior opinion in NaBanco, which found that “so long as a practice [such as interchange
fees] is ‘fairly necessary’ to achieve a legitimate purpose, it is not unlawful under the Rule of
Reason.”!® These significant legal risks also have the effect of increasing the chances that the Class
Plaintiffs will recover nothing or a substantially reduced amount of damages.

16.  As I explain below, both the economic literature and the data on prior settlements
suggest that an increase in risk of the litigation has a depressing effect on the size of the settlement

amount, all else equal. In this case, there appears to me to be a high degree of risk, and this would

19 Memorandum of Alan O. Sykes to the Honorable John Gleeson (August 28, 2013), p. 7.

' Declaration of the Honorable H. Lee Sarokin on the Risks of Litigation (June 7, 2019)
(hereinafter “Sarokin Declaration™), e.g., 449-44.

12 Sarokin Declaration, 928-36. Judge Sarokin also addresses the defendants’ motions to exclude
the testimony of Dr. Frankel which, if successful, would undermine the ability of the Class
Plaintiffs to pursue damages. Id., 919-20.

13 Sarokin Declaration, 9924-36.
14 Sarokin Declaration, 9937-44.
15 Sarokin Declaration, §912-17
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suggest that this factor would imply a lower settlement amount than that predicted by my
regression (see Section IV).

I11. EcoNOMIC LITERATURE ON ANTITRUST SETTLEMENTS

17.  There is an extensive economic literature on antitrust settlements. Economists have
analyzed antitrust litigation in order to better understand the economic factors contributing to the
settlement of litigation. The literature demonstrates that economic characteristics of antitrust
litigation incentivize settlement.® | have reviewed that literature to explore the economic rationale
for settling litigation and to collect and analyze real-world data on antitrust settlements.

18. Here | focus on a study by Professor John Connor and Robert Lande.” In their 2015
article, Connor and Lande analyze 71 U.S cartel cases since 1990 to compare the ratio of
settlements to estimated damages (the “recovery ratio”). Connor and Lande find that the median
recovery ratio for the 71 cartel cases (both class and non-class cases; both cases following and not
following criminal convictions; and both direct and indirect cases) equals 36.7% of single
damages, or 12.2% of the trebled damages amount.!® The weighted average of the recovery ratio
(where the weights are the dollar value of damages) equals 19.5% of single damages, or 6.5% of

the trebled damages amount.*®

16 See, e.g., Perloff, J. and Rubinfeld, D. (1988), “Settlements in Private Antitrust Litigation,” in
Lawrence J. White, Private Antitrust Litigation: New Evidence, New Learning, Cambridge, MA:
MIT Press, 1988, Chapter 4; and Perloff, J., Rubinfeld, D., and Ruud, P. (1996), “Antitrust
Settlements and Trial Outcomes,” Review of Economics and Statistics, vol. 78, pp. 401-409.

7 Connor, J. and Lande, R. (2015), “Not Treble Damages: Cartel Recoveries Are Mostly Less
Than Single Damages,” lowa Law Review, vol. 100, pp. 1997-2023. Professor Connor is Senior
Fellow, American Antitrust Institute and Professor Emeritus of Economics at Purdue University.
He has written many peer-reviewed articles on antitrust issues, and for many years has developed
and maintained a database of information on cartels. Professor Lande is VVenable Professor of Law
at the University of Baltimore and a Director of the American Antitrust Institute.

18 Connor and Lande (2015), p. 2010.
19 Connor and Lande (2015), p. 2010.
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19. Their findings show that the recovery ratio (that is, the amount of the settlement as
compared to the amount of estimated damages claimed) decreases as the dollar value of damages
increases. In other words, as damages increase, settlements as a percentage of damages decrease.
This fact plays an important role in analyzing the proposed settlement in the present case, implying
that as the size of the damages claimed in a case increases, one would expect that the amount of
the settlement, in relation to the damages claimed, will become smaller (see Section V). Connor
and Lande also find that private damages cases are placed on “surer footing” if they are “preceded
by criminal convictions,” since the median recovery ratio of settlement amounts to damages
claimed for suits following a criminal conviction is 52.4%, compared to 22.7% of single damages
for suits not following a criminal conviction.?’ This means that a private civil case that follows on
a criminal conviction is less risky than a private civil case with no prior criminal conviction. This
finding supports the conclusion that a riskier case is associated with a lower settlement amount in
relation to the damages sought. The present matter was not preceded by a criminal conviction and
(as discussed in Section I1) is characterized by unusual risk to the plaintiffs. These factors imply
(all else equal) a settlement with a smaller settlement amount, as compared to the damages claimed
(i.e., a lower recovery ratio).

20.  Also of interest, 14 of the 71 recovery ratios were greater than 100% of single
damages, while 16 of the 71 were less than 10% of single damages (including four that were less
than 1%).2* This wide range of recovery ratios in cartel settlements demonstrates wide latitude for

determining the “reasonableness” of any given settlement, as the case-specific facts and

20 Connor and Lande (2015), pp. 2010-2011.
2L Connor and Lande (2015), pp. 2010 and 2012.
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expectations that influence settlement vary widely from case to case. This finding has particular
relevance given the significant range of estimated damages in the matter at issue.

V. EMPIRICAL ANALYSIS OF THE SETTLEMENT AT ISSUE IN THIS CASE

21. In this section, | examine econometrically the relationship between settlements and
claimed antitrust damages, using the Connor and Lande data.?? | then apply Dr. Frankel’s updated
damages calculations to the econometrically estimated relationship between claimed damages and
settlement amounts to predict what likely would be the settlement amount in the present case. |
find substantial similarity between (1) the settlement amounts predicted in the present case by the
econometric analysis of prior settlements and (2) the settlement amount achieved in the settlement
in this case. This finding tells me that the settlement amounts negotiated by plaintiffs in the
settlement at issue here are well within the range of what one would have expected, based on my
regression analysis of prior settlements? and, hence, supports my opinion that the settlement
amount in this case is economically reasonable.

A. Data

22.  Assummarized by Connor and Lande: “We assembled a sample consisting of every
completed private U.S. cartel case discovered from 1990 to mid-2014 for which we could find the
necessary information. For each of these 71 cases we collected, we assembled neutral scholarly

estimates of affected commerce and [damages].”?*

22 professor Connor generously provided me with the data used Connor and Lande (2015). Based
on my investigation, I believe the Connor and Lande data are the best available data on settlements.

23 Stated differently, the finding suggests that the settlement amounts achieved in this case are
consistent with the settlement amounts of previously settled cartel cases, with respect to their
relationships to the damages claimed.

24 Connor and Lande (2015), p. 1997.

10
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B.  Econometric analysis of the proposed settlement

23. I use the Connor and Lande data to perform a regression analysis to study the
relationship between settlement amounts and damages claimed.?® A regression is an equation
which seeks to represent, in a statistically rigorous way, the relationship between one variable and
one or more other variables. On the left-hand side of the equation is the dependent variable (in this
case the settlement amounts). The observed settlement amounts vary from case to case. The goal
of the regression analysis is to identify (on the right-hand side of the equation) independent
variables that can explain or predict the variation in settlement amounts.

24, My primary regression uses as the independent variable the damages amounts
claimed in the antitrust cases examined by Professors Connor and Lande to explain variation in
settlement amounts in those cases. After estimating the relationship between damages and
settlements, | use Dr. Frankel’s updated damages amounts (see Table 1) to determine what that
statistical relationship (estimated by my regression equation) would predict as the likely settlement
amounts in the present case. | then compare (1) the settlement amounts the regression equation
predicts for a settlement in a case with damages estimates like those in the present case to (2) the
settlement amounts obtained by the Class Plaintiffs in the settlements in this case. If the predicted
settlement amounts are relatively close to the settlement amounts obtained by the settlement in this
case, that would provide evidence that the settlement amounts obtained in this case are consistent
with the econometrically estimated relationship between damages and settlement amounts in the

antitrust cases studied by Professors Connor and Lande. Such a finding would provide empirical

25 See, e.9., “Reference Guide on Multiple Regression,” Reference Manual on Scientific Evidence,
3" ed., Federal Judicial Center (2011).

11
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economic support for the conclusion that the settlement amounts obtained in the present case are
reasonable.

25.  Asdiscussed above, the results of Connor and Lande show that the recovery ratio
decreases as the dollar value of estimated damages increases. Thus, a nonlinear relationship exists
between settlements and damages—all else equal, an increase in damages leads to a lower recovery
ratio. For this reason, in the regression | specify as the dependent variable the log of the settlement
value. Using the logs of the variables effectively transforms the nonlinear relationship between
settlements and damages into a linear relationship (see Figure 1). The independent or explanatory
variable is the log of the damages amount. The estimated regression is shown in Figure 1 (see also
Table Al in Appendix Ill). As expected, settlement amounts increase as the claimed damages

increase, but the settlement amount, as a percentage of the claimed damages, decreases.

12
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FIGURE 1
ESTIMATED RELATIONSHIP BETWEEN SETTLEMENTS AND DAMAGES
(IN LOGARITHM)

Note: All values are converted into 2018 dollars.

26.  Asshownin Figure 1, there is a linear (in the logs) relationship between settlements
and damages. Each brown circle shows a particular combination of a damages amount and a
settlement amount from one of the antitrust cases in the Connor and Lande data. Each blue circle
shows the settlement amount predicted by the regression corresponding to the damages amount in
a given case.

27. I use this estimated regression model to predict settlement amounts in this case. In

his expert report prepared on behalf of Class Plaintiffs, Dr. Frankel provided eight alternative

13
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damages calculations for the period 2004 through the first half of 2009.2° Dr. Frankel provided me
with updated damages estimates through 2018. Those updated damages estimates are shown in

Table 1.

26 Report of Alan S. Frankel, Ph.D. (July 2, 2009), p. 155, Table 9.10.

14
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TABLE 1
DR. FRANKEL’S UPDATED ESTIMATED DAMAGES SUMMARY
(BILLIONS OF DOLLARS)

Alternative Damages
Combined Total
Primary Damages UK Australia EU

CPI CPI CPI CPI
Year Unadjusted Adjusted Unadjusted Adjusted Unadjusted Adjusted Unadjusted Adjusted
2004 24.6 32.7 15.7 20.8 19.6 26.1 21.6 28.7
2005 29.1 37.4 19.2 24.7 23.6 30.4 25.8 33.2
2006 33.1 41.2 22.2 21.7 27.0 33.7 29.4 36.7
2007 36.6 44.4 24.7 30.0 30.0 36.4 32.7 39.6
2008 38.6 45.1 26.8 31.2 32.0 374 34.7 40.4
2009 39.1 45.7 27.6 323 32.7 38.3 35.3 41.3
2010 42.8 49.3 31.0 35.7 36.3 41.8 38.9 44.8
2011 44.4 49.5 319 35.6 37.4 41.8 40.2 44.9
2012 41.6 45.5 28.4 31.0 34.3 375 37.2 40.7
2013 45.3 48.8 30.9 33.3 37.3 40.2 40.5 43.6
2014 49.7 52.8 33.8 35.9 40.9 43.4 44.4 47.1
2015 54.2 57.5 36.8 39.0 44.6 47.2 48.4 51.3
2016 60.1 62.8 40.6 42.5 49.2 515 53.6 56.1
2017 66.5 68.2 44.7 45.7 54.4 55.7 59.2 60.7
2018 73.5 73.5 49.5 49.5 60.2 60.2 65.5 65.5
Total 679.3 754.3 463.8 515.0 559.6 621.4 607.4 674.6

Source: Frankel Settlement Analysis Update.xIsx.

15
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28.  Asshown in Table 1, Dr. Frankel’s updated damages contain his “Combined Total
Primary Damages” estimates, as well as three alternative damages estimates. As Dr. Frankel
explained in his expert report, he calculated “the percentage reductions to the actual world
interchange fee rates that prevailed in the United States since 2004 that would have been required
to attain three benchmark interchange fee rates: the UK consumer credit rate, the rate which is now
prevailing in Australia, and the MasterCard cross-border rate recently accepted in the European
Union based on the *avoided cost’ methodology—a methodology, as [Dr. Frankel] explained,
which is consistent with economic theory concerning what would determine an average
interchange rate, if any, under competitive conditions.”?” Finally, for each of his damages
estimates, Dr. Frankel calculated damages both (1) unadjusted for inflation and (2) adjusted for
inflation using the consumer price index (“CPI”).

29. Using the regression model described in 1 24-25, above, and represented in Figure
1, | predict what settlement amounts likely would occur in a settlement in a case with damages
claims in the amounts of Dr. Frankel’s eight updated damages estimations (see Figure 2). Dr.
Frankel’s eight damages estimations serve as an upper bound of potential damages, as they are by
far the largest damages amounts estimated by the many experts in the litigation. As noted above,
Dr. Robert Topel’s damages estimates for the Class Plaintiffs were less than 0.5% of those
estimated by Dr. Frankel. Given the wide range of damages estimations in this case, by Dr. Frankel
and other experienced economists, | conservatively chose to use in my investigation the highest

damages estimates—those estimated by Dr. Frankel.

27 Report of Alan S. Frankel, Ph.D. (July 2, 2009), p. 151.

16
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FIGURE 2
PREDICTED SETTLEMENTS GIVEN DR. FRANKEL’S DAMAGE ESTIMATES
(IN LOGARITHM)

Note: All values are converted into 2018 dollars.

30. I next compare (1) the settlement amounts predicted by the regression model with
(2) the settlement amounts in the proposed settlement in the present case, which range from
approximately $5.56 billion to $6.26 billion. As shown in Table 2 and Figure 3, the settlement
amounts obtained in this case are similar to, but higher than, the proposed settlement amounts
predicted by my regression model for cases with damages similar to this case. This suggests that
the settlement amounts Class Plaintiffs’ counsel negotiated with defendants are higher than what
previous settlements would have predicted and provides an empirical basis for my opinion that the

settlement amounts in the proposed settlement are economically reasonable. As stated above, |
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conservatively chose Dr. Frankel’s damages estimations as the independent variable data. If | had

used lower damages estimates, such as those estimated by Dr. Topel, the result of my regression

analysis would have shown that the settlement amounts obtained by Class Plaintiffs in this case

and at issue here were much higher than would have been expected and, hence, would provide

even stronger empirical support for my opinion that the settlement amounts here are economically

reasonable.

TABLE 2

COMPARISON OF PREDICTED AND PROPOSED SETTLEMENTS

(BILLIONS OF DOLLARS)

Dr. Frankel’s Proposed Proposed
Updated Predicted Settlement Settlement
Dr. Frankel’s Alternative Damages Settlement Amount: Amount:
Damages Scenarios Estimates Amounts Lower Bound Upper Bound

US - Adjusted CPI 754.33 4.22 5.56 6.26
US - Unadjusted 679.26 3.99 5.56 6.26
UK - Adjusted CPI 515.00 3.45 5.56 6.26
UK - Unadjusted 463.83 3.26 5.56 6.26
Australia - Adjusted CPI 621.37 3.81 5.56 6.26
Australia — Unadjusted 559.58 3.60 5.56 6.26
EU - Adjusted CPI 674.55 3.98 5.56 6.26
EU - Unadjusted 607.45 3.76 5.56 6.26
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FIGURE 3
COMPARISON OF PREDICTED AND PROPOSED SETTLEMENTS
(IN LOGARITHM)

Note: All values are converted into 2018 dollars.

31.  Asarobustness check on the results of my primary regression and also as a way to
control for a representation of risk, | performed an alternative regression analysis with additional
explanatory variables consisting of (1) the ratio of criminal fines over damages and (2) a variable
indicating whether fines were charged in a case or not. The presence of criminal fines is a good
indicator that the civil damages case is less risky. Conversely, the absence of criminal fines would
indicate that the civil damages case is more risky. The estimated regression is shown in Figure 4

(see also Table A2 in Appendix I11).
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FIGURE 4
ALTERNATIVE REGRESSION MODEL
ESTIMATED RELATIONSHIP BETWEEN SETTLEMENTS AND DAMAGES
(IN LOGARITHM)

32. Using this alternative regression model, | can predict what settlement amounts
likely would occur in a settlement in a case with damages claims in the amounts of Dr. Frankel’s

eight updated damages estimations (see Figure 5).
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FIGURES
ALTERNATIVE REGRESSION MODEL
PREDICTED SETTLEMENTS GIVEN DR. FRANKEL’S DAMAGE ESTIMATES
(IN LOGARITHM)

33. I next compare (1) the settlement amounts predicted by the alternative regression
model with (2) the settlement amounts in the proposed settlement in the present case. As shown in
Table 3 and Figure 6, the settlement amounts obtained in this case are similar to the proposed
settlement amounts predicted by my regression model for cases with damages similar to this case.
This finding further supports my conclusion that the settlement amounts in the proposed settlement

are economically reasonable.
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TABLE 3

ALTERNATIVE REGRESSION MODEL
COMPARISON OF PREDICTED AND PROPOSED SETTLEMENTS
(BILLION DOLLARS)

Dr. Frankel’s Proposed Proposed
Updated Predicted Settlement Settlement
Dr. Frankel’s Alternative Damages Settlement Amount: Amount:
Damages Scenarios Estimates Amounts Lower Bound Upper Bound

US - Adjusted CPI 754.33 6.66 5.56 6.26
US - Unadjusted 679.26 6.25 5.56 6.26
UK - Adjusted CPI 515.00 5.29 5.56 6.26
UK - Unadjusted 463.83 4.96 5.56 6.26
Australia - Adjusted CPI 621.37 5.93 5.56 6.26
Australia — Unadjusted 559.58 5.56 5.56 6.26
EU - Adjusted CPI 674.55 6.23 5.56 6.26
EU - Unadjusted 607.45 5.84 5.56 6.26
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FIGURE 6
ALTERNATIVE REGRESSION MODEL
COMPARISON OF PREDICTED AND PROPOSED SETTLEMENTS
(IN LOGARITHM)

34. This alternative regression shows that the model predicts higher settlements when
fines were charged in a case (see Table A2 in Appendix I1l). Moreover, the alternative regression
also shows that for cases where a fine was charged, the higher the fine, the higher the predicted
settlement. These results confirm Connors and Lande’s observations that civil cases associated
with criminal proceedings result in higher settlement amounts in relation to damages claimed.
These findings provide further support for my opinion that the settlement amounts achieved by

class plaintiffs here are economically reasonable.
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V. CONCLUSIONS

35. Economists have studied the relationship between settlements and damages in
antitrust cases. The results of these economic studies show that settlement amounts increase as
claimed damages increase, but the ratio of settlement amounts to claimed damages falls as damages
increase.

36. Using a database compiled by Professors Connor and Lande, | study
econometrically the relationship between settlements and damages.

37. Using updated, estimated damages calculations provided by Dr. Frankel, | compare
(1) the settlement amounts for a settlement with the relevant economic characteristics of this case
as predicted by my regression model with (2) the settlement amounts in the settlement proposed
for approval in the present case. The settlements achieved by Class Plaintiffs in this case are similar
to, but higher than, the settlement amounts predicted by my regression model, providing empirical
evidence for my opinion that the amounts of monetary compensation in the proposed settlements
are economically reasonable.

38. I conclude that, from an economic perspective, considering the amounts of damages
claimed in this case and the risks involved, the amounts of monetary compensation in the
settlement proposed for approval in this case are economically reasonable when examined in

comparison to the damages estimated by the plaintiffs’ and defendants’ experts.
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June 7, 2019

Wbl 4. [ s

Michael A. Williams
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APPENDIX |: RESUME

MiIcHAEL A. WILLIAMS

I am a Director at Competition Economics, LLC. | specialize in analyses involving antitrust,
industrial organization, and regulation. I have published articles in a number of academic journals,
including the Proceedings of the National Academy of Sciences, American Economic Review,
Journal of Industrial Economics, International Journal of Industrial Organization, Journal of Law
and Economics, American Law and Economics Review, Journal of Economics and Management
Strategy, Review of Industrial Organization, Journal of Institutional and Theoretical Economics,
Economics Letters, Journal of Public Economic Theory, Behavioral Science, Antitrust Bulletin,
Physica A, Texas Law Review, and Yale Journal on Regulation.

I have provided written and/or oral testimony before:

| United States District Court, Middle District of Alabama

| United States District Court, Western District of Arkansas
| United States District Court, Central, Northern, and Southern Districts of California
| United States District Court, District of Delaware

[ ] United States District Court, Middle District of Florida

[ ] United States District Court, Northern District of Georgia

[ | United States District Court, Eastern Division, District of Idaho
[ | United States District Court, Southern District of Illinois

[ | United States District Court, District of Kansas

[ | United States District Court, District of Massachusetts

[ | United States District Court, District of Minnesota

[ | United States District Court, District of New Jersey

[ United States District Court, Southern District of New York

[ | United States District Court, Eastern District of Pennsylvania
[ United States District Court, Eastern District of Tennessee
[ United States District Court, Northern and Southern Districts of Texas
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u United States Court of Federal Claims
u State of Connecticut, Superior Court
u State of New Mexico, Second Judicial District
u State of Nevada, Gaming Commission and State Gaming Control Board
u Public utilities commissions: Arkansas, Hawaii, Michigan, Minnesota, Missouri,

Nebraska, New Mexico, Texas, and Washington

I have been retained as an economic consultant by the U.S. Department of Justice, Antitrust
Division, the U.S. Federal Trade Commission, and the Canadian Competition Bureau.

Previously, | was an economist with the U.S. Department of Justice, Antitrust Division. | hold a
B.A. degree in economics from the University of California, Santa Barbara, and | received my
M.A. and Ph.D. degrees in economics from the University of Chicago.

TESTIMONY AND EXPERT REPORTS (PAST FOUR YEARS)

UNITED STATES DISTRICT COURT, DISTRICT OF MASSACUHSETTS
Grasshopper House, LLC v. Clean & Sober Media LLC, et al.
Expert reports and deposition testimony (filed under seal), 2018-2019.

UNITED STATES DISTRICT COURT, SOUTHERN DISTRICT OF CALIFORNIA

In Re: Packaged Seafood Products Antitrust Litigation.
Expert reports, deposition testimony (filed under seal), and trial testimony regarding
antitrust claims, 2018-20109.

UNITED STATES DISTRICT COURT, SOUTHERN DISTRICT OF NEW YORK

Alaska Electrical Pension Fund, et al., v. Bank of America, N.A.; et al.
Expert reports and deposition testimony regarding antitrust claims (filed under seal), 2017-
2018.

UNITED STATES DISTRICT COURT, MIDDLE DISTRICT OF FLORIDA

In Re: Disposable Contact Lens Antitrust Litigation
Expert reports and depositions (filed under seal) and trial testimony regarding class
certification and damages, 2017-2018.

UNITED STATES DISTRICT COURT, WESTERN DISTRICT OF ARKANSAS
In Re: Global Tel*Link Corporation Litigation
Expert reports regarding plaintiffs’ claims (filed under seal), 2017.

UNITED STATES DISTRICT COURT, SOUTHERN DISTRICT OF ILLINOIS

Brian Flynn et al. v. FCA US LLC and Harmon International Industries, Inc.
Expert reports and deposition testimony regarding damages (filed under seal), 2017.
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UNITED STATES DISTRICT COURT, CENTRAL DISTRICT OF CALIFORNIA
Bahamas Surgery Center, LLC, Rep et al. v. Kimberly-Clark Corporation and Halyard Health, Inc.
Expert report and trial testimony regarding class certification and damages, 2017.

UNITED STATES DISTRICT COURT, CENTRAL DISTRICT OF CALIFORNIA
Hrayr Shahinian, M.D., F.A.C.S., et al. v. Kimberly-Clark Corporation and Halyard Health, Inc.
Expert reports regarding class certification and damages, 2016.

UNITED STATES DISTRICT COURT, SOUTHERN DISTRICT OF NEW YORK
In Re Aluminum Warehousing Antitrust Litigation
Expert declaration regarding antitrust claims (filed under seal), 2016.

UNITED STATES DISTRICT COURT, NORTHERN DISTRICT OF CALIFORNIA

BNSF Railway Company and Union Pacific Railroad Company v. California State Board of
Equalization, et al.
Expert declaration regarding effects of California Senate Bill 84, 2016.

UNITED STATES DISTRICT COURT, CENTRAL DISTRICT OF CALIFORNIA
Zenith Electronics, LLC, Panasonic Corporation, and U.S. Phillips Corporation v. Sceptre, Inc.
Expert reports and deposition regarding antitrust claims (filed under seal), 2015-2016.

UNITED STATES DISTRICT COURT, DISTRICT OF MINNESOTA
The Valspar Corporation and Valspar Sourcing, Inc. v. Millennium Inorganic Chemicals, et al.
Expert reports and depositions regarding antitrust claims (filed under seal), 2014-2015.

UNITED STATES DISTRICT COURT, DISTRICT OF IDAHO
In Re Fresh and Process Potatoes Antitrust Litigation
Expert report regarding antitrust claims (filed under seal), 2013-2015.

UNITED STATES DISTRICT COURT, DISTRICT OF MASSACHUSETTS
Kirk Dahl, et al., v. Bain Capital Partners, LLC, et al.
Expert reports and deposition regarding antitrust claims (filed under seal), 2012-2014.

UNITED STATES DISTRICT COURT, EASTERN DISTRICT OF PENNSYLVANIA
Caroline Behrend, et al. v. Comcast Corporation
Expert reports, deposition, and trial testimony on class certification and antitrust claims,
2009-2014.
PUBLICATIONS

“Market Share Liability: Lessons from New Hampshire v. Exxon Mobil,” Journal of
Environmental Law and Litigation (forthcoming) (with Justine S. Hastings).
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“Masters of the Universe: Bid Rigging by Private Equity Firms in Multibillion Dollar LBOs,”
University of Cincinnati Law Review (2018), vol. 87, pp. 29-76 (with Christopher M. Burke,
Stephanie A. Hackett, David W. Mitchell, Simon J. Wilke, Melanie Stallings Williams, and Wei
Zhao).

“Rules of Evidence and Liability in Contract Litigation: The Efficiency of the General Dynamics
Rule,” Journal of Public Economic Theory (2017), vol. 19, pp. 1154-1165 (with Vlad Radoias
and Simon J. Wilkie).

“The OPEC of Potatoes: Should Collusive Agricultural Production Restrictions Be Immune
From Antitrust Law Enforcement?,” Virginia Law & Business Review (2017), vol. 11, pp. 399-
450 (with Melanie Stallings Williams and Wei Zhao).

“Global Evidence on the Distribution of GDP Growth Rates,” Physica A (2017), vol. 468, pp. 750-
758 (with Grace Baek, Yiyang Li, Leslie Y. Park, and Wei Zhao).

“What is a But-For World?,” Antitrust (2016), vol. 31, pp. 102-108 (with Justine S. Hastings).

“The Business of American Democracy: Citizens United, Independent Spending, and Elections,”
Journal of Law and Economics (2016), vol. 59, pp. 1-43 (with Tilman Klumpp and Hugo M.
Mialon) (lead article).

“Global Evidence on the Distribution of Economic Profit Rates,” Physica A (2016), vol. 458, pp.
356-363 (with Grace Baek, Leslie Y. Park and Wei Zhao).

“Fraud Cycles,” Journal of Institutional and Theoretical Economics (2016), vol. 172, pp. 544-572
(with R. Preston McAfee and Jiong Gong).

“Counterintuitive Signs in Reduced Form Price Regressions,” ABA Economics Committee
Newsletter (2016), vol. 16, pp. 7-19 (with Yonghong An and Wei Zhao) (lead article).

“Brief of Economists and Other Social Scientists as Amici Curiae in Support of Respondents,”
Tyson Foods, Inc. v. Peg Bouaphakeo, et al., U.S. Supreme Court No. 14-1146, September 29,
2015. Cited in Opinion of the Court, 577 U.S. __ (2016).

“Leveling the Playing Field? The Role of Public Campaign Funding in Elections,” American Law
and Economics Review (2015), vol. 17, pp. 361-408 (with Tilman Klumpp and Hugo M. Mialon)
(lead article) (awarded 2015 Distinguished Article Prize).

“Global Evidence on the Distribution of Firm Growth Rates,” Physica A (2015), vol. 432, pp. 102-
107 (with Brijesh P. Pinto and David Park).

“The Deterrent Effect of Cable System Clustering on Overbuilders: An Economic Analysis of
Behrend v. Comcast,” Economics Bulletin (2015), vol. 35, pp. 519-527 (with Philip J. Reny).
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“Auctions and Bid Rigging,” in Oxford Handbook on International Antitrust Economics (2015),
vol. 2, eds. Roger D. Blair and D. Daniel Sokol, Oxford University Press, Chapter 20, pp. 498-522
(with Ken Hendricks and R. Preston McAfee).

“Evaluating Big Deal Journal Bundles,” Proceedings of the National Academy of Sciences (2014),
vol. 111, no. 26, pp. 9425-9430 (with Theodore C. Bergstrom, Paul N. Courant, and R. Preston
McAfee).

Book Review, Cartels, Competition and Public Procurement. Law and Economics Approaches to
Bid Rigging, by Stefan E. Weishaar, Journal of Economic Literature (2014), vol. 52, pp. 548-549
(with Brijesh P. Pinto).

“Oracle’s Acquisition of PeopleSoft: U.S. v. Oracle,” in The Antitrust Revolution: Economics,
Competition, and Policy (2014), eds. John E. Kowka and Lawrence J. White, Oxford University
Press, 61 ed. (with R. Preston McAfee and David S. Sibley).

“Predatory Hiring as Exclusionary Conduct: A New Perspective,” Pepperdine Journal of Business,
Entrepreneurship, and the Law (2013), vol. 7, pp. 1-25 (with Richard L. Braun) (lead article).

“Tax Incidence Under Imperfect Competition: Comment,” International Journal of Industrial
Organization (2012), vol. 30, pp. 399-402 (with Philip J. Reny and Simon J. Wilkie) (lead article).

“China’s Anti-Monopoly Law: What is the Welfare Standard?,” Review of Industrial Organization
(2012), vol. 41, pp. 31-52 (with Pingping Shan, Guofu Tan, and Simon J. Wilkie).

“Estimating Monopoly Power with Economic Profits,” UC Davis Business Law Journal (2010),
vol. 10, pp. 125-150 (with Kevin Kreitzman, Melanie Stallings Williams, and William M. Havens).

Book Review, Truth or Economics: On the Definition, Prediction, and Relevance of Economic
Efficiency, by Richard S. Markovits, Journal of Economic Literature (2009), vol. 47, pp. 1133-
1135.

“Interpreting Concentration Indices in the Secondary Market for Natural Gas Transportation: The
Implication of Pipeline Residual Rights,” Energy Economics (2008), vol. 30, pp. 807-817 (with
Michael J. Doane, R. Preston McAfee, and Ashish Nayyar).

“Evaluating the Likely Competitive Effects of Horizontal and Vertical Mergers: A New
Approach,” Antitrust Report (2007) Issue 2, pp. 33-40 (with Ken Hendricks and R. Preston
McAfee).

“Report on Petroleum Products Markets in the Northeast,” prepared for the Attorneys General of
Maine, Massachusetts, New Hampshire, New York, and Vermont (2007) (with Justine S. Hastings
and Michael L. Mitton).

“Assigning Market Shares in Technology Markets: Why 1/N is Rarely the Right Answer,” ABA
Economics Committee Newsletter (2006) vol. 6, pp. 11-16 (with Ashish Nayyar).

30



Case 1:05-md-01720-MKB-JO Document 7469-5 Filed 06/07/19 Page 33 of 40 PagelD #:
110084
HIGHLY CONFIDENTIAL

“Evaluating and Enhancing Competition in the Interstate Natural Gas Transportation Industry,”
Natural Resources Journal (2004) vol. 44, pp. 761-808 (with Michael J. Doane and R. Preston
McAfee).

“Pricing Access to a Monopoly Input,” Journal of Public Economic Theory (2004) vol. 6, pp. 541-
555 (with David S. Sibley, Michael J. Doane, and Shu-Yi Tsai).

“What is a Barrier to Entry?,” American Economic Review (2004) vol. 94, pp. 461-465 (with R.
Preston McAfee and Hugo Mialon).

Deregulation of Entry in Long-Distance Telecommunications (2002), Institute of Public Utilities,
Michigan State University (with Paul W. MacAvoy).

“The Costs and Benefits of Long-Distance Entry: Regulation and Non-Price Discrimination,”
Review of Industrial Organization (2001) vol. 18, pp., 275-282 (with Dennis L. Weisman).

“Measuring Anticompetitive Effects of Mergers When Buyer Power is Concentrated,” Texas Law
Review, (2001) vol. 79, no. 6, pp. 1621-1639 (with Ken Hendricks, Joshua M. Fried, R. Preston
McAfee, and Melanie Stallings Williams).

“Collusive Bidding in the Market for Corporate Control,” Nebraska Law Review, (2000) vol. 79,
no. 1, pp. 48-74 (with Joshua M. Fried, R. Preston McAfee, and Melanie Stallings Williams).

“Having Your Cake—How to Preserve Universal-Service Cross Subsidies While Facilitating
Competitive Entry,” Yale Journal on Regulation, (1999) vol. 16, no. 2, pp. 311-326 (with Michael
J. Doane and David S. Sibley).

“Four Decades of Regulatory Reform of the Gas Industry,” Oil & Gas Tax Quarterly, (1996) vol.
45, no. 31-58 (with Paul W. MacAvoy and Michael J. Doane).

“Software Mergers: An Economic Perspective,” American Bar Association, Computer Industry
Committee, (1995) vol. 2, no. 3, pp. 7-9.

“Competitive Entry into Regulated Monopoly Services and the Problem of Stranded Costs,” Hume
Papers on Public Policy, (1995) (with Michael J. Doane).

“Collusive Bidding in Hostile Takeovers,” Journal of Economics and Management Strategy,
(1993) vol. 2, no. 4, pp. 449-482, (with R. Preston McAfee, Daniel Vincent, and Melanie Williams
Havens).

“The Renaissance of Market Definition,” The Antitrust Bulletin, (1993) vol. 38, no. 4, pp. 799-
857, (with Joseph J. Simons).

31



Case 1:05-md-01720-MKB-JO Document 7469-5 Filed 06/07/19 Page 34 of 40 PagelD #:
110085
HIGHLY CONFIDENTIAL

“Horizontal Mergers in Spatially Differentiated Noncooperative Markets,” Journal of Industrial
Economics, (1992) vol. 40, no. 4, pp. 349-358, (with R. Preston McAfee and Joseph J. Simons)
(lead article).

“Recent Developments in Economic Theory Regarding the Competitive Effects of Horizontal
Mergers,” International Merger Law (1992) (with R. Preston McAfee).

“Horizontal Mergers and Antitrust Policy,” Journal of Industrial Economics, (1992) vol. 40, no.
2, pp. 181-188 (with R. Preston McAfee).

“New U.S. Merger Enforcement Guidelines: Competitive Effects,” International Merger Law,
(1992) no. 21, pp. 6-9 (with R. Preston McAfee and Joseph J. Simons).

“On What Economic Grounds Should Horizontal Mergers Be Challenged?,” International Merger
Law, (1991) no. 7, pp. 16-18 (with R. Preston McAfee).

“Why Did So Many Savings and Loans Go Bankrupt?,” Economics Letters, (1991) vol. 36, no. 1,
pp. 61-66 (with Harindra de Silva, Michael F. Koehn, and Stanley I. Ornstein).

“Consumer Welfare Loss: The Unawarded Damages in Antitrust Suits,” University of Dayton Law
Review, (1990) vol. 15, no. 3, pp. 457-470 (with Melanie Williams Havens and Michael F. Koehn).

“Concentration, Potential Entry, and Performance in the Airline Industry,” Journal of Industrial
Economics, (1989) vol. 38, no. 2, pp. 119-139 (with Gloria J. Hurdle, Richard L. Johnson, Andrew
S. Joskow, and Gregory J. Werden) (lead article).

“The Department of Justice Merger Guidelines: A Critiqgue and a Proposed Improvement,”
Pepperdine Law Review, (1989) vol. 16, no. 4, pp. 1069-1081 (with R. Preston McAfee).

“Can the Concentration-Collusion Hypothesis Be Refuted Empirically?,” Economics Letters,
(1989) vol. 30, no. 3, pp. 253-257 (with Gregory J. Werden).

“The Role of Stock Market Studies in Formulating Antitrust Policy Toward Horizontal Mergers,”
Quarterly Journal of Business and Economics, (1989) vol. 28, no. 4, pp. 3-21 (with Gregory J.
Werden).

“The Role of Stock Market Studies in Formulating Antitrust Policy Toward Horizontal Mergers:
Reply,” Quarterly Journal of Business and Economics, (1989) vol. 28, no. 4, pp. 39-42 (with
Gregory J. Werden).

“Can Event Studies Detect Anticompetitive Mergers?,” Economics Letters, (1988) vol. 28, no. 2,
pp. 199-203 (with R. Preston McAfee).

“An Empirical Test of Cooperative Game Solution Concepts,” Behavioral Science, (1988) vol. 33,
no. 3, pp. 224-237.
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“Output-Inflation Tradeoffs in 34 Countries: Comment,” Journal of Economics and Business,
(1988) vol. 40, no. 1, pp. 97-101 (with Michael G. Baumann).

“Explaining and Predicting Airline Yields With Nonparametric Regression Trees,” Economics
Letters, (1987) vol. 24, no. 1, pp. 99-105 (with Andrew S. Joskow, Richard L. Johnson, and Gloria
J. Hurdle).

“Rankings of Economics Departments By Field,” American Economist, (1987) vol. 31, no. 1, pp.
56-61 (with Michael G. Baumann and Gregory J. Werden).

“International Evidence on Output-Inflation Tradeoffs: A Bootstrap Analysis,” Economics Letters,
(1986) vol. 21, no. 2, pp. 149-153 (with Michael G. Baumann).

“An Economic Application of Bootstrap Statistical Methods: Addyston Pipe Revisited,” American
Economist (1986) vol. 30, no. 2, pp. 52-58.

“Bootstrap Statistical Analysis of Time-Series Regressions,” SAS Communications, (1986) vol.
11, no. 3 (with Michael G. Baumann).

“On the Demise of the Telephone Network and Why It Happened,” Public Utilities Fortnightly,
(1986) vol. 118, no. 5, p. 6.

U.S. DEPARTMENT OF JUSTICE REPORTS (CONTRIBUTOR)

Reply Comments of the U.S. Department of Justice Before the Federal Communications
Commission, “Policy and Rules Concerning Rates for Dominant Carriers,” Docket No. 87-313,
December 11, 1987.

Comments of the U.S. Department of Justice Before the Federal Communications Commission,
“The Bell Atlantic Telephone Companies’ Offer of Comparably Efficient Interconnection to
Enhanced Service Providers,” Docket No. 85-229, June 15, 1987.

Comments of the U.S. Department of Justice Before the Federal Communications Commission,
“Decreased Regulation of Certain Basic Telecommunications Services,” Docket No. 86-421,
March 6, 1987.

Comments of the U.S. Department of Justice Before the Securities and Exchange Commission,
“Self-Regulatory Organizations: Proposed Rule Change by New York Stock Exchange, Inc.
Relating to Amendments to the Exchange’s Voting Rights Listing Standards for Domestic
Companies,” File No. SR-NYSE-86-17, December 5, 1986.

Comments of the U.S. Department of Justice Before the Securities and Exchange Commission,

“Concept Release on Takeovers and Contests for Corporate Control,” File No. 57-18-86, October
17, 1986.
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Comments of the U.S. Department of Justice Before the Federal Communications Commission,
“Amendment of Section 64.702 of the Commission’s Rules and Regulations (Third Computer
Inquiry),” Docket No. 85-229 Phase I, August 8, 1986.

Comments of the U.S. Department of Justice Before the Federal Communications Commission,
“Separation of Costs of Nonregulated Activities,” Docket No. 86-111, July 30, 1986.

Comments of the U.S. Department of Justice Before the United States Postal Service, “Restrictions
on Private Carriage of Letters; Proposed Suspension of the Private Express Statutes; International
Remailing,” July 17, 1986.

Comments of the U.S. Department of Justice Before the Federal Communications Commission,
“Separation of Costs of Regulated Telephone Service From Costs of Nonregulated Activities,”
Docket No. 86-111, June 30, 1986.

Comments of the U.S. Department of Justice Before the United States Postal Service,
“International Priority Airmail Service,” June 9, 1986.

Comments of the U.S. Department of Justice Before the United States Postal Service, “Restrictions
on Private Carriage of Letters; Proposed Clarification and Modification of Definition and of
Regulations on Extremely Urgent Letters,” December 12, 1985.

Notice of Intervention of the U.S. Department of Justice as a Limited Participator and Opposition
to USPS Motion for Waiver, “Destination-BMC Parcel Post Classification and Rate Changes
(Experiment),” November 22, 1985.

Comments of the U.S. Department of Justice Before the Federal Communications Commission,
“Investigation of Access and Divestiture Related Tariffs,” Docket No. 83-1145, April 8, 1985.

U.S. DEPARTMENT OF JUSTICE CASES

MERGER INVESTIGATIONS

General Electric Company’s acquisition of RCA.

Westwood One, Inc.’s acquisition of NBC Radio.

Turner Broadcasting System, Inc.’s attempted acquisition of CBS.

Norfolk Southern, Inc.’s acquisition of North American Van Lines.

Cooper Industries, Inc.’s acquisition of Westinghouse Electric, Corp.’s Lighting Fixture Business.
Southwestern Public Service Company’s acquisition of New Mexico Electric Service Company.

ITT-Continental Baking Company’s acquisition of Bost Bakery, Inc.
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Williams Companies’ acquisition of Northwest Energy, Corp.

Archer-Daniel-Midland’s acquisition of Gold Kist’s Valdosta, Georgia soybean processing plant.
PRICE FIXING

United States of America v. Weeks Marine, Inc.
CONSENT DECREES

United States of America v. Wallpaper Institute
United States of America v. Greyhound, Corp.

United States of America v. Balley Manufacturing, Corp.
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APPENDIX |l: DOCUMENTS RELIED UPON

Academic Articles/Books

Belleflame, P. and Peitz, M. (2015), Industrial Organization: Markets and Strategies, Cambridge
University Press

Carlton, D. and Perloff, J. (2005), Modern Industrial Organization, 4th ed., Boston, MA: Pearson
Addison-Wesley

Church, J. and Ware, R. (2000), Industrial Organization: A Strategic Approach, Boston, MA:
Irwin McGraw-Hill

Connor, J. and Lande, R. (2015), “Not Treble Damages: Cartel Recoveries Are Mostly Less
Than Single Damages,” lowa Law Review, vol. 100

Perloff, J. and Rubinfeld, D. (1988), “Settlements in Private Antitrust Litigation,” in Lawrence J.
White, Private Antitrust Litigation: New Evidence, New Learning, Cambridge, MA: MIT Press,
1988

Perloff, J., Rubinfeld, D., and Ruud, P. (1996), “Antitrust Settlements and Trial Outcomes,”
Review of Economics and Statistics, vol. 78

“Reference Guide on Multiple Regression,” Reference Manual on Scientific Evidence, 3rd ed.,
Federal Judicial Center (2011)

Expert Reports
Expert Report of Alan S. Frankel, Ph.D. (July 2, 2009)

Expert Report of Robert H. Topel (December 14, 2009)

Pleadings, Submissions, Complaints, and Orders
Memorandum of Alan O. Sykes to the Honorable John Gleeson (August 28, 2013)

Memorandum in Support of Rule 23(b)(3) Class Plaintiffs Motion for Class Settlement
Preliminary Approval (September 18, 2018)

Declaration of the Honorable H. Lee Sarokin on the Risks of Litigation (June 7, 2019)

Other
Frankel Settlement Analysis Update.xIsx
2019-04-26 - PIC dataset Original - Corrected.xIsx
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APPENDIX I1l: RESULTS OF REGRESSION ANALYSIS

TABLE Al
REGRESSION MODEL

Dependent Variable: Settlement amounts in logarithm
Independent Variables Estimate
Damages in logarithm 0.5266 ***
T-stat 4.7900
P-value 0.0000
Constant 7.7594 ***
T-stat 3.6800
P-value 0.0000
Observations 70
R-squared 0.34

Notes:

*** indicates statistical significance at 1 percent level.

The dataset provided by Professor Connor has 75 observations. Five of the observations
have a settlement value equal to zero. These five observations are dropped, resulting in
the final dataset with 70 observations.
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TABLE A2
ALTERNATIVE REGRESSION MODEL

Dependent Variable: Settlement amounts in logarithm

Independent Variables Estimate
Damages in logarithm 0.6057 ***
T-stat 5.9000
P-value 0.0000
Variable indicating whether fines were charged in a case or not 1.1032 ***
T-stat 2.9600
P-value 0.0040
The ratio of fines over damages in logarithm 0.4219 ***
T-stat 3.3100
P-value 0.0020
Constant 6.0559 ***
T-stat 3.1100
P-value 0.0030
Observations 70
R-squared 0.43
Notes:

*** indicates statistical significance at 1 percent level.

The dataset provided by Professor Connor has 75 observations. Five of the observations
have a settlement value equal to zero. These five observations are dropped, resulting in

the final dataset with 70 observations.
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