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Aereo Puts on the Blitz

Embattled Provider Braces for Supreme Court Showdown with
Broadcasters4/21/2014 8:00 AM Eastern

By: Jeff Baumgartner & John Eggerton

Aereo, the embattled provider of broadband TV and cloud DVR services, fired
on all fronts last week as it braced for its Supreme Court showdown with
broadcasters this week.

The multifaceted media blitz, which comes ahead of Aereo’s defense that gets
underway on Tuesday (April 22), included Aereo’s launch of a website that
advocates its position, as top executives and investors made appearances on
TV and talk shows or stated their positions in high-profile publications.

On the Web, Aereo launched ProtectMyAntenna.org, a site emphasizing its
position that its service merely provides remote access to antennas that
capture free over-the-air digital TV signals — not performances which, as the
broadcasters claim, are subject to copyright payments.

“We remain steadfast in our conviction that Aereo’s cloud-based antenna and
DVR technology falls squarely within the law,” Aereo founder and CEO Chet
Kanojia said in a letter to subscribers. “We have every hope and confidence
that the court will validate and preserve a consumer’s right to access local
over-the-air television using an individual antenna, make a personal recording
with a DVR, and watch that recording on a device of their choice.”

Kanojia also offered some choice words on C-SPAN’s Communicators series
last week, holding that broadcasters’ arguments are baseless and even
“Insane” in their characterizing of Aereo as a Rube Goldberg contraption set
up to circumvent the law.

Kanojia deflected questions asking why cable operators should have to pay for
broadcast signals, but Aereo does not, arguing that MSOs don’t pay a
copyright fee for “in-market” transmissions and that Aereo is not a program
distributor but a company that provides a technology platform.





“There is a distinction between cable companies, who are monopolies, and
equipment providers, whose job it is to build equipment that adds value to a
consumer’s life,” Kanojia said.

IAC chairman Barry Diller, the former head of Fox and one of Aereo’s minority
investors, defended the company in an op-ed piece in The Wall Street Journal,
chastising the Obama administration for taking the broadcasters’ side.

“I[B]roadcasters claim Aereo is ‘stealing’ their content,” Diller wrote. “Why is
the industry pushing to punish those who wish to receive their television
through airwaves, which are not owned by broadcasters? The answer is
obvious: Broadcasters make more money when consumers are steered away
from over-the-air program delivery and toward cable and satellite systems
that pay the broadcasters retransmission fees.”

Kanojia also gave an interview to Katie Couric of Yahoo News, echoing Diller’s
earlier position that Aereo has no real Plan B, and may have to go out of
business if it loses the case.

In a research report, Bernstein Research analyst Todd Juenger suggested that
if Aereo loses, it won’t be long before it and others develop technologies and
methods that work around the court’s ruling.

Nine justices will hear the case, and the high court is expected to announce its
judgment in June.

See more at: http://www.multichannel.com/news/policy/aereo-puts-
blitz/373955
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AL FRANKEN SUITE

MINNESOTA SH-309
202-224-5641

Nnited Dtates Denate

WASHINGTON, DC 20510-2309

April 16,2014

Reed Hastings

Chief Executive Officer
Netflix, Inc.

100 Winchester Circle
Los Gatos, CA 95032

Dear Mr. Hastings,

I am deeply concerned that Comcast’s proposed acquisition of Time Warner Cable would give
Comcast both the power and the incentive to act as a gatekeeper on the Internet, raising costs and
limiting choices for consumers. As a popular provider of Internet content that competes directly
with Comcast, Netflix is uniquely positioned to gauge the risks posed by this deal. I therefore
write to invite you or your designee to share Netflix’s views, particularly as they pertain to
certain testimony provided by Comcast during the Senate Judiciary Committee’s April 9 hearing

on the proposed acquisition.

Because it acquired NBCUniversal in 2011, Comcast now holds an extensive programming
portfolio that includes content produced by NBC, MSNBC, CNBC, Telemundo, USA, Bravo,
and several other networks. There can be no serious doubt that Comcast has an incentive to favor
its own content over unaffiliated content, like that produced and distributed by Netflix. Simply
put, Comcast benefits financially when consumers watch Comcast-owned content instead of

rivals’ content.

Nor can there be any serious doubt that Comcast has the power necessary to act on those
incentives. The corporation currently controls about a quarter of the national broadband market,
and it has a significantly higher degree of control in many of the local markets in which it
operates. In many areas, consumers have no viable alternative to Comcast or Time Warner Cable
for their high-speed Internet service. If Comcast is permitted to acquire Time Warner Cable, its
size will increase dramatically, as it will obtain a presence in 19 of the top 20 markets and will
control broadband access for nearly two out of every five American households.

My concern is that Comcast will be able to use its clout in the broadband distribution market to
obtain an anticompetitive advantage in the content market. Comcast can achieve this by
blocking, degrading, raising costs for, or otherwise interfering with unaffiliated content that
relies on Comeast’s distribution network to reach consumers. I am not alone in my concerns.
When Comcast acquired NBCUniversal, the FCC noted the unprecedented nature of Comcast’s
vertical integration and concluded that it would “increase Comcast’s incentive to discriminate
against unaffiliated content and distributors in its exercise of control over consumers’ broadband
connections[.]” Those concerns certainly were appropriate when Comcast acquired
NBCUniversal a few years ago; they are heightened significantly now that Comcast seeks to
acquire Time Warner Cable.
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Comcast’s recent interconnection arrangement with Netflix seems to illustrate my point. My
understanding is that Comcast’s consumers and the press documented problems streaming
Netflix videos over Comcast’s broadband networks and that Netflix ultimately had to pay
Comcast an undisclosed sum to resolve the issue. If incidents like this become the norm —as I
fear is more likely if Comcast is allowed to acquire Time Warner Cable — it would have serious
implications for consumers. For one thing, the increased costs not only will create a barrier to
entry for new content producers, they also will be passed along to consumers. For another, if
Comecast is permitted to throttle Internet traffic, it will be able to undermine consumers’ viewing
options, steering them from competitors’ offerings to its own.

In a competitive marketplace, consumers would not tolerate this: they would switch to a
competitor that offered better prices, service, or both. But Comcast and Time Warner Cable do
not operate in competitive markets. Indeed, you have written that “[s]Jome big ISPs are extracting
a toll because they can — they effectively control access to millions of consumers and are willing
to sacrifice the interests of their own customers to press Netflix and others to pay” and that “[t]he
big ISPs can make these demands — driving up costs and prices for everyone else — because of
their market position.”

However, when asked about interconnection and open Internet issues during the Judiciary
Committee’s recent hearing on the Comcast-Time Warner Cable deal, Comcast suggested that
we should not be concerned. With respect to the Comcast-Netflix arrangement, Comcast said
that it “was Netflix’s idea” and that the deal arose out of “[t]he Netflix desire to pay us directly
and cut out the middleman.” Comcast went on to assure the Committee that “the customers are
the winners here.” I am not convinced.

In light of these concerns, I respectfully request that you or your designee answer the following
questions: First, will Comcast’s acquisition of Time Warner Cable increase Comcast’s ability to
extract payments from non-affiliated entities as a condition of access to Comcast’s broadband
Internet consumers? If so, please explain how and why, noting also any consequences for
consumers. Second, do you agree with Comcast’s testimony describing interconnection
arrangements generally and Comcast’s new interconnection arrangement with Netflix in
particular? If not, please explain. Finally, Comcast argues that it operates in a highly competitive
marketplace in which consumers have ample choices for high speed Internet service and
therefore will not tolerate slow streaming speeds or artificially high costs. What do you make of

that argument?

[ appreciate your attention to this matter. Please submit your responses to my General Counsel,
Joshua Riley, at joshua_riley@judiciary-dem.senate.gov.

Sincerely,

Dok

Al Franken
United States Senator
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CHOOSING

WASHINGTON — By Comcast’s reckon-
ing, its deal for Time Warner Cable should
pass muster in the nation’s capital.

No harm, no foul, and plenty of consumer
upside. It’s a horizontal merger, the kind
that would tend to have fewer problems
in a straight antitrust review than a verti-
cal combination, and Comcast already got
one of those approved in its 2010 acquisi-
tion of NBCUniversal. Comcast and TWC
executives point out that the deal will not
reduce choice for a single subscriber, but will
instead give the company the scale to deal
with national competitors such as satellite-
TV operators and over-the-top providers.

But a combined MSO will have 30 mil-
lion subs and the yeoman’s share of 1SP
customers. The Federal Communications
Commission has public-interest review re-
sponsibilities that go beyond a straight-up
competition call. And with broadcast merg-
ers, chairman Tom Wheeler has signaled
that not being illegal is not the same thing
as being in the public interest, and that not
harming or reducing competition is not the
same as proactively promoting it.

It’s no slam dunk, and the broadband
heavy-up could be a game changer.

If the deal is ultimately approved, will
there be enough conditions to ensure fair
play — or, as Wall Street worries, too many
that hamper profitability?

Approving the ComcastTWC deal would
give the FCC an opportunity to renew the
conditions on Comcast’s acquisition of NB-
CUniversal and extend them to TWC, the
second-largest U.S. cable operator. (Com-
cast is No. 1). One big result of that would
be network-neutrality conditions on an ISP
serving more than one-third of all wired In-
ternet subs, not matter the outcome of the
FCC’s net neutrality do-over.

Comcast last week officially submitted
the deal to the FCC, including its public in-
terest filing of all its proposed, self-imposed
conditions. There will be more proposed
conditions, and more fans and foes lining
up in the FCC docket as the regulator and
the Justice Department undertake what is
expected to about a year-long review, with
some input from legislators via hearings in
the House and Senate Commerce and Judi-
ciary Committees. Once folks “show them-
selves” in that docket as friends or foes, that
is what legally matters in terms of the opin-
ions, and evidence, that will become part of
the record for the FCC to consider.

Above is a graphical look at some of the
players already lining up on both sides, as
well as those who may be working behind
the scenes.

——

FOR

A. David Cohen, Comcast EVP: This
skilled lobbyist is leading the charge
through the gauntlet that is the FCC and
DOJ. His primary objective: to get the
deal done and match his success with the
NBCU meld. Comcast has said the deal is
aslamdunk for consumers andrepresents
no competitive harms.

B. Sen. Bob Casey (D-Pa.): “This has the
potential to create additional jobs in[Penn-
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sylvania] and further strengthen Pennsyl-
vania's standingas aglobal-leaderinmedia,
technology and innovation.”

C.Gov. Tom Corbett (R-Pa): He called the
deal"testament to the quality and pro-con-
sumer focus the Comcast brand has deliv-
ered."Happy about new jobs.

D. Philadelphia Mayor Michael Nutter:
The Democrat called it the “ultimate tri-
ple play — great for consumers, great for

the company and great for our city,” Com-
cast's hometown. Enough said.

E. Sen. Pat Toomey (R-Pa.): Has said the
deal is “good for the world-class workers
in Philadelphia and Comcast customers
around the state.”

F. Rev. Jesse Jackson Sr., Rainbow
PUSH: “A deal of this size could generate
tremendous value for the economy and
citizens seeking a pathway towards eco-






WHO'S LINING UP FOR AND AGAINST THE
COMCAST-TWC DEAL BY JOHN EGGERTON

>

nomic recovery,” Jackson has said of the
deal, according to Comcast. But he will al-
most certainly be looking for conditions.

G. Javier Palomarez, president, U.S.
Hispanic Chamber of Commerce: The
group is “pleased to endorse transac-
tions that increase the quality of ser-
vices for consumers, businesses and
shareholders, while preserving the com-
pany's commitment to diversity and in-
clusion.”

H. James Gattuso, senior research
fellow, Heritage Foundation: The conser-
vative think tank said the deal“is asignthat
competitioninthe marketplace is growing
and asignal to all to up their games.”

I. Tom Giovanetti, president, Institute
for Policy Innovation, a pro-growth, lim-
itedgovernment think tank:"Thereareno
competitive grounds to oppose the Com-
cast/TWC merger; again, they don't com-
pete with eachother now.”

AGAINST

(This group includes 50 or so organizations
who collectively asked FCC chairman Tom
Wheeler to block the merger last week)

J. Writers Guild of America East: "Amer-
icans increasingly get all of their infor-
mation and entertainment from a unified
system of cables and cords which are con-
trolled by a relative handful of gatekeep-
ers,” the WGAE has told the FCC. Writers
don'twantasmaller market for theirwork,
andunions fearjob losses fromeconomies
of scale.

K. Sen. Al Franken (D-Minn.): The NBCU
deal critic opposes media consolidationin
general, but has said the Comcast/TWC
deal is a threat to the balance of pow-
er on the Internet, with higher prices and
less choice. Franken will be the loudest Hill
voice in opposition, but Congress doesn't
getavote.

L. Rep. Chellie Pingree (D-Maine): The for-
mer head of Common Cause, a politicalnon-
profit, is using her campaign website and
credomobilize.com to drumup opposition.

M. Future of Music Coalition: Musicians
said the merger will sound a “bum note,”
potentially “disadvantaging competition
or locking creators into unfair economic
structures.”

N. Parents Television Council: The group
said it will “vehemently” oppose the
merger unless the combined company
offersalacarte channels tolet families opt
out of rigid content packages.

0. Common Cause: Michael Copps, former
FCC commissioner and special adviser to
Common Cause's Mediaand Democracy Ini-
tiative, has saidmerger oughttobe“DOA at
the FCC. The proposeddealruns roughshod
over competition and consumer choice and
isanaffronttothe publicinterest.”

P.PublicKnowledge:“Public Knowledge will
fight to stop this merger,“ the group saidin
anemail. But the upsideis that the group is
using its opposition to try and raise money.
“Please consider making a contribution to
help us continue to fight the good fight."

Q. AlkiDavid: founder of FilmOn, anonline
video business competing with cable, has
called the deal “a hostile takeover of the
Internet, and ultimately a takeover of our
freedom of expression. This is the honest
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to God arrival of Big Brother"

R. Consumer Federation of America:
The CFA has said the deal will deliver a
“death blow" to emerging online video
competition.

REFEREES

S. FCC: The agency, headed by for-
mer cable-TV lobbyist Wheeler, could
decide the resulting company has too
much market power, or could apply con-
ditions to achieve its regulatory aims of
video access and increased broadband
availability.

T. Justice Department: The DOJ is looking
strictly at antitrust/market-power issues.
Onekeyis whether the combination of two
major ISPsis a“game changer”in that mar-
ket. Another key willbe what DOJ considers
therelevant competitive market.

UNDECIDED

* Rep. Hank Johnson (D-Ga.): ‘| encour-
age Comcast to maintain its commitment
to the success of minorities and society
through fast and affordable broadband
services as part of the proposed merg-
er."He wants to insure continued diver-
sity initiatives, something Comcast has
pledged to do.

* Satellite-TV companies: DirecTV and Dish
Network have notweighedinproorcon,but
clearly have concerns. The only upside of
dealapprovalwouldbeif it signaledabetter
chance foraDirecTV/Dish Network meld.

* Cable operators: A combined Comcast/
TWC could be a trend-setter in terms of
set-top standards or programming pric-
es. That's a concern for other, not-so-big
MSOs.

*Programmers: Smallerindependents may
comeoutpublicly against the deal, butlarger
content companies willexpress concerns to
the government about the combined com-
pany’s control of 30% of eyeballs.

* Silicon Valley: Some here will be point-
ing to the combined 40% of the ISP market
the combined companies will represent,
perhaps even more if only high-speed is
therelevant measure.

* Telephone Companies: Phone compa-
nies will face a growing wireless competi-
torinaComcast/TWCwith expanding WiFi
hot spots.
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Comcast And Charter Unveil System Divestiture
Deal

By DAVID LIEBERMAN, Financial Editor | Monday April 28, 2014 @ 6:18am EDTTags: Charter
Communications, Comcast, Time Warner Cable

UPDATED: Looks like Charter will become the cable king of middle America, while Comcast tightens its
hold on major markets, in this morning’s deal. Comcast will pick up Charter systems in California, New England,
Tennessee, Georgia, North Carolina, Texas, Oregon, Washington and Virginia. Meanwhile, Charter will acquire
Time Warner Cable franchises in Ohio, Kentucky, Wisconsin, Indiana, and Alabama — and manage others in
Michigan, Minnesota, Indiana, Alabama, Eastern Tennessee, Kentucky and Wisconsin that it will partly own in
a new Comcast spinoff company. Here’s the map the companies released showing holdings for Charter and the
new Charter-managed spinoff from Comcast (for now referred to as “SpinCo™) after the deal, which CEO Tom
Rutledge says will make his company No. 1 in 10

states.

PREVIOUS, 3:18 AM: The terms pretty much match earlier reports about the companies’ discussions.
Assuming the feds approve Comcast’s $45B acquisition of Time Warner Cable, the cable giant would: (1) Sell
systems with 1.4M TWC subs to Charter, making it the No. 2 operator. (2) Swap with Charter systems that
include 1.6M subs. (3) Create a spinoff company with 2.5M subs that would be 33% owned by Charter. “The
realignment of key cable markets achieved in these transactions will enable Comcast to fill in our footprint and
deliver operational efficiencies and technology improvements,” Comcast CEO Brian Roberts says. While the
companies didn’t put a dollar value on the deals, analysts have estimated it at about $20B. Comcast and Charter
will disclose more info later this morning in a call with analysts.

Here’s their release:





Philadelphia and Stamford — April 28, 2014 — Comcast Corporation (Nasdaq:
CMCSA, CMCSK) and Charter Communications (Nasdaq: CHTR) today announced that the companies have
reached an agreement (the “Agreement”) on a series of tax-efficient transactions, whereby the combined
Comcast-Time Warner Cable entity, following completion of Comcast’s previously announced merger with
Time Warner Cable, will divest systems resulting in a net reduction of approximately 3.9 million video
customers. The divestiture follows through on Comcast’s willingness to reduce its post-merger managed
subscriber total to less than 30 percent of total national MVPD subscribers, while maintaining the compelling
strategic and financial rationale of its proposed merger with Time Warner Cable.
Pursuant to the Agreement, and following the close of the Comcast-Time Warner Cable merger, Charter will
acquire approximately 1.4 million existing Time Warner Cable subscribers, increasing Charter’s current
residential and commercial video customer base from 4.4 million to approximately 5.7 million, and making
Charter the second largest cable operator in the United States.[1] Charter and Comcast will also each transfer
approximately 1.6 million customers respectively. In addition, Charter, through a tax free reorganization, will
form a new holding company (New Charter) that will own 100% of Charter, and acquire an approximate 33
percent stake in a new publicly-traded cable provider to be spun-off by Comcast serving approximately 2.5
million customers (“SpinCo”). Charter will provide management services to SpinCo. In aggregate, today’s
announced transactions will significantly enhance Charter’s scale and improve both companies geographic
footprint, driving operational efficiencies for Comcast, Charter and SpinCo.

The Agreement has been approved by the Boards of Directors of both companies and Time Warner
Cable’s Board has consented to the Agreement as required under the Comcast-Time Warner Cable
merger agreement.

The Agreement will be executed via three separate transactions, which are subject to the completion
of the proposed Comcast-Time Warner Cable merger:

1. Comcast will divest Time Warner Cable systems serving approximately 1.4 million existing Time Warner
Cable customers directly to Charter for cash. Charter expects to fund the purchase with proceeds from debt, and
to have approximately a 5 times debt to EBITDA leverage ratio at closing.

2. Comcast and Charter will transfer assets serving approximately 1.6 million existing Time Warner Cable
customers and 1.6 million Charter customers in a tax-efficient like kind exchange, improving the geographic
presence of both companies, leading to greater operational efficiencies, improved technology deployment and
enhanced customer service.

3. Comcast will form and spin off to its shareholders a new, independent, publicly-traded company
that will operate systems serving approximately 2.5 million existing Comcast customers. Comcast
shareholders, including the former Time Warner Cable shareholders, are expected to own
approximately 67 percent of SpinCo, while New Charter is expected to directly own approximately 33





percent of SpinCo. SpinCo expects to incur leverage of approximately 5 times estimated pro-forma
EBITDA, and New Charter will then acquire its interest in SpinCo by issuing New Charter stock to
Comocast shareholders (including former Time Warner Cable shareholders). SpinCo’s nine-member
Board of Directors will include six independent directors and three directors designated by Charter.
Comcast will hold no ownership interest in SpinCo (or Charter) and will have no role in managing
SpinCo.

The transfer of systems, asset purchase and SpinCo acquisition will be valued at a 7.125 times 2014
EBITDA multiple (as defined by the parties), and Charter will make additional payments to Comcast
over time as tax benefits from the asset sale are realized.

As a result of these transactions, following the completion of the merger between Comcast and Time
Warner Cable, Comcast’s managed residential subscribers will be below 30 percent of the total MVPD
subscribers in the United States, and approximately the same market share as Comcast’s subscriber
base after its completion of both the 2002 AT&T Broadband transaction and the 2006 Adelphia
transaction — and Charter’s subscriber base will increase by 1.4 million to a total of 5.7 million.
Comocast has reaffirmed that, after taking into account the transactions with Charter, it continues to
expect its merger with Time Warner Cable to generate approximately $1.5 billion in operating
efficiencies. Comcast shareholders will receive meaningful value with shares in New Charter, as well
as new shares in SpinCo. In addition, Comcast intends to use proceeds from these transactions to reduce
its debt in a leverage-neutral manner and expand its share buyback program.

“Today’s Agreement follows through on our willingness to divest subscribers, while also marking an
important step in our merger with Time Warner Cable,” said Brian Roberts, Chairman and Chief
Executive Officer, Comcast Corporation. “These transactions enable us to deliver meaningful value to
our shareholders. The realignment of key cable markets achieved in these transactions will enable
Comcast to fill in our footprint and deliver operational efficiencies and technology improvements. We
look forward to working with the management teams at Time Warner Cable, Charter and the new entity
to close these transactions and ensure a smooth transition for the customers and employees of all
companies.”

“Charter’s new customers will benefit from our philosophy of providing highly valued products,
featuring enhanced on-demand, interactive video and increased broadband speeds, all in a simplified
package designed to provide better value and service,” said Tom Rutledge, President and Chief
Executive Officer of Charter Communications. “The transactions announced today will provide
Charter with greater scale, growth opportunities and improved geographical rationalization of our cable
systems, which in turn will drive value for shareholders and more effective customer service. And
through our meaningful ownership in and board representation at SpinCo, we can help it achieve
similar market share growth in the markets it serves.”

The transactions are subject to a number of conditions, including the closing of the Comcast-Time
Warner Cable merger, receipt of Hart-Scott-Rodino, FCC and other required regulatory approvals,
Charter shareholder approval, and various other matters.

J.P. Morgan and Paul J. Taubman acted as financial advisors to Comcast and Davis Polk & Wardwell
LLP and Willkie Farr & Gallagher LLP are its legal advisors.

Goldman Sachs and LionTree Advisors are serving as lead financial advisors to Charter in connection with this
transaction. Guggenheim Securities is also a financial advisor to Charter. BofA Merrill Lynch, Credit Suisse,
and Deutsche Bank Securities Inc. are also financial advisors to Charter, and together with Goldman Sachs, are





leading the financing for the transaction. The law firms Wachtell, Lipton, Rosen & Katz and Kirkland & Ellis
LLP are also representing Charter.

Deadline New York — April 28, 2014






Comcast TV Rate Hikes Outpace All Other Major TV Competitors

by Karl Bode 12:34PM Tuesday Apr 15 2014

A new report by consumer advocacy outfit Free Press notes that Comcast raised rates for
the company's basic cable package by 68% over the last four years. Comcast also raised
the cost of their top-tier premium TV package some 21% as well. Interestingly, the report
found that Time Warner Cable was the only cable company to actually reduce their
advertised price for their basic cable package (by 2.5%).

"Comcast’s rate increases far outstripped those of its
competitors in recent years," laments the group. "And the
very company it's intent on gobbling up actually lowered
basic cable prices in the period studied."

Granted as we've long illustrated and many of you know from
first-hand experience, advertised prices may not give you an
accurate idea of what you'll actually wind up paying.

This industry has tacked on a wide variety of below-the-line
fees to bills for years, a practice that allows them to hit users with rate hikes while leaving
the advertised rate the same. The industry's new Broadcast TV fee is only the latest
example. Tack those on, and it's likely these statistics look even worse.

While cable operators will blame programmers for these rate hikes (even though Comcast
owns NBC), cable operators are perfectly happy to sock consumers with higher prices as
well, whether it's the price to rent a modem, or the cost to rent a DVR set top box. It's
something that will continue to happen, regardless of the merger, until more consumers
start voting with their wallets.

Broadband DSLReports.com — April 15, 2014






Comcast admits what everyone in a TWC/Comcast
market already knows: there is no competition

FRI APR 11, 2014 AT 06:00 AM PDT

Comcast's biggest reason it's citing to approve its $45.2 billion takeover of Time Warner
Cable (TWC) is that the two companies don't compete against each other.

As David Cohen, Executive Vice President of Comcast, said during the recent Senate
Judiciary Committee hearing:

South Carolina is one of the states where Time Warner Cable and Comcast both have a
presence. It is a state that actually demonstrates the lack of competitive overlap between
the two.

In other words, their argument is that there can't be less competition because there
currently is no competition.

I hate to ask the obvious question but: As the two biggest cable providers, shouldn't you
have been competing against each other?

Al Franken brought up the best point of the Senate Judiciary hearing that in 2010,
when Comcast wanted to merge with NBCUniversal, they cited Time-Warner Cable as a
specific competitor who could prevent Comcast from setting anti-competitive prices.
Comcast can't have it both ways. It can't say that the existence of competition among
distributors including Time Warner Cable was a reason to approve the NBC deal in 2010 and
then turn around a few years later and say that the absence of competition with Time
Warner Cable is a reason to approve this deal.

What I'm hearing though is that not only do they want it both ways, but that they've had it
both ways even as separate companies.

Or, as Senator Lindsey Graham said in what he thought was a softball question to support
Time Warner's argument:

Graham: “So, generally speaking, cable companies don’t compete with each other, is that
what we’re saying?”

Cohen: "That is correct."





Wait ... isn't this a problem? Is there any way we can go after Comcast and TWC for not
competing?

Instead of allowing these companies to merge (because they already don't compete),
shouldn't we be working to establish more competition for consumers?

And yes, | understand that there are other technologies such as DirecTV (which Lindsay
Graham admits gets bad reception during storms) and online streaming companies (like
Netflix, which Comcast already strong-armed into paying twice), but these are different
services. Cable is seen as the premier television service. And in the broadband market,

there is no competition.

Comcast is admitting that they're a regional monopoly and we're going to give them a
broader monopoly?

The hubris is simply stunning.

The only way Comcast could be more (dis)honest is if they admitted that they had already
purchased the results of the Congressional hearings.

Oh wait ... David Cohen did say the following to Lindsey Graham during testimony:
“I should just let you take the witness seat, because that’s exactly what I've been saying.”

Daily Kos — April 11, 2014






Comcast sells subscribers to Charter to help clear
way for merger with Time Warner Cable

Article by: CECILIA KANG , Washington Post
Updated: April 29, 2014 - 10:30 AM

Twin Cities customers would be among millions to be spun off if Time Warner merger is
approved.

Comcast Corp. on Monday agreed to shed millions of subscribers in an attempt to allay concerns it
will be too big and powerful if it is allowed to buy Time Warner Cable.

And by selling those subscribers to a company that has been openly critical of the proposed merger,
Charter Communications, Comcast removed another obstacle to the deal.

Comcast said it would sell 1.4 million subscribers outright to Charter Communications and spin off
3.5 million subscribers — including those in the Twin Cities market — into a separate company co-
owned by Comcast and Charter.

The complicated transaction, valued at about $20 billion, is contingent on a successful regulatory
review of Comcast’s merger with Time Warner Cable. Other than Minneapolis-St. Paul, subscribers
affected are in Los Angeles, Dallas and Detroit.

The Twin Cities Comcast operations would be spun off to a new independent company with its own
publicly traded stock. The deal would affect nearly all cable TV households in the Twin Cities, plus
some in western Wisconsin, because they are part of the Comcast operations in St. Paul, said Dave
Nyberg, a Comcast spokesman.

The spinoff would be 67 percent owned by Comcast shareholders, but Comcast itself would have no
direct ownership, Nyberg said. The other 33 percent would be directly owned by Charter.

In the announcement, Charter said it would become the nation’s second-largest cable operator, with
5.7 million subscribers. With its 33 percent ownership in a spinoff company co-owned with Comcast,
Charter would have direct and shared control of 8.2 million subscribers.

Charter’s president and chief executive, Tom Rutledge, touted the purchase of subscribers as good
for consumers and competition in the rapidly consolidating industry.

“The transactions announced today will provide Charter with greater scale, growth opportunities and
improved geographical rationalization of our cable systems, which in turn will drive value for
shareholders and more effective customer service,” Rutledge said.

He also retreated from earlier warnings about Comcast’s union with Time Warner Cable, a company
that Charter had tried to acquire. Charter had warned that Comcast and Time Warner Cable would
combine the nation’s top two cable and broadband Internet service providers, giving them too much
of an advantage over smaller rivals.

“From the regulatory perspective, it is difficult to imagine a transaction that could concentrate the
industry more than the proposed Comcast merger,” Charter warned Time Warner Cable investors,
according to a proxy filing last month with the Securities and Exchange Commission.





Charter urged Time Warner Cable shareholders to reject the merger.

Comcast and Time Warner Cable will control more than 40 percent of the broadband Internet
market, the fastest area of growth for cable firms adapting to consumer preferences for viewing
entertainment and news online.

Consumer groups have said the combined company would have too much influence over the vast
ecosystem of television programmers, TV equipment makers, Web content firms and device
manufactures that will have to negotiate for access to Comcast’s 30 million cable subscribers.

Charter defended its deal with Comcast, saying its growth in subscribers will create a stronger
competitor. It will be less than one-fifth the size of Comcast.

“We feel the deal is good for Charter but, just as important, good for the industry because it creates
a strong number two player that will make it a healthier industry,” Charter spokesman Alex Dudley
said.

Consumer advocates said Charter’s deal quiets a key critic. Netflix, which has battled Comcast over
costs to deliver streaming videos, has opposed the merger. Back9Network, a golf lifestyle cable
channel, said in a congressional hearing last month that its talks with Time Warner Cable “stalled”
once the merger was announced.

“The incentive is for the merged company not to carry us,” said James Bosworth, chief executive of
Connecticut-based Back9Network

Star Tribune — April 29, 2014
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Comcast turns to K. St

By Julian Hattem

Comcast is turning to a growing cadre of lobbyists to convince government regulators to approve its
$45 billion purchase of Time Warner Cable.

The company has hired new teams of influence peddlers in the weeks since announcing the deal,
and has steered its existing fleet of lawyers towards defending the acquisition on Capitol Hill and at
regulatory agencies around Washington.

The cable giant says that its lobbying efforts are typical for a company of its size, which deals with a
multitude of issues before lawmakers. But consumer advocacy groups critical of the deal accuse it of
trying to muscle the merger through Washington.

“Comcast is pulling out the heavy hitters to ensure that Congress does not interfere with its merger
plans,” Craig Holman, a lobbyist with Public Citizen, said in an email.

There are at least seven different lobbying firms actively working on the merger or “competition
issues” for Comcast and Time Warner, according to sources and government disclosure documents.
That number is likely to increase as the deal heats up.

In all, Comcast has contracts with 35 lobbying firms, according to records. Disclosure reports
detailing the full range of their activities for the first quarter of the year aren’t due until April 21.

Aside from the pending merger, many of Comcast’s lobbyists are working on tax reform, intellectual
property issues and congressional rewrites of telecommunications laws, among other issues.

“In any given year, we have between 300-400 bills introduced in Congress that can affect our
customers, our employees and our company,” spokeswoman Sena Fitzmaurice said in an email,
while declining to discuss details of the company’s lobbying activities.

Among the lobbyists currently working on the deal are former Reps. Thomas Downey (D-N.Y.), Ray
McGrath (R-N.Y.), and Henry Bonilla (R-Texas), as well as a host of former staffers from the House,
Senate and Justice Department.

Holman, the Public Citizen lobbyist, said that the company was taking advantage of the “revolving
door” between K Street and government.

“It's just an exclusive tool for the very wealthy and it causes a great deal of worry about the integrity
of Congress itself,” he said. “This Comcast example is really a good case in point because they're
going to get whatever they want.”

The decision on whether to approve the merger will ultimately fall to regulators at the Justice
Department and Federal Communications Commission (FCC).

In making their case, lobbyists will echo an argument in paperwork filed with the FCC last week
asserting that the merger would lead to a faster Internet, better and more reliable service and more
advanced options for its subscribers.

“Together, Comcast and [Time Warner Cable] will bring to millions of households and businesses of
all sizes the next generation of broadband Internet, video, voice, and related technologies and





services, and will compete more effectively against communications, media, and technology
providers with national and global scale,” the company declared in its filing.

Comcast and Time Warner Cable do not currently compete in any of the same markets, executives
have been quick to point out, and they say merging will help them compete with national and global
companies like Google, Netflix and Verizon.

But post-merger, Comcast would be in 19 of the top 20 markets in the country, and control slightly
little less than 30 percent of the cable market and an estimated 40 percent of the broadband market
in the country.

Opponents worry that would give it undue power over the cable and Internet markets, which could
lead to higher monthly bills and worse customer service.

“It would give it a larger national presence, more market power, more leverage over traditional and
emerging players and really less of an incentive to address consumers’ concerns,” said Delara
Derakhshani, policy counsel with Consumers Union, the advocacy arm of Consumer Reports.

A recent survey in the magazine ranked Comcast and Time Warner Cable near the bottom in terms
of customer satisfaction.

“Combining these two companies is not going to improve the situation,” Derakhshani said.

A day after filing paperwork with the FCC, Comcast and Time Warner Cable executives defended
the proposed deal in a lengthy hearing before the Senate Judiciary Committee.

Sen. Al Franken (D-Minn.), an opponent of the merger, accused the companies of relying on their
lobbyists to get the deal approved.

“l understand there are over 100 lobbyists making the case for this deal to members of Congress
and our staffs,” he said. “But I've also heard from over 100,000 consumers who oppose this deal.
And | think their voices need to be heard, too.”

A hearing in the House Judiciary Committee is scheduled for May. That should give lawmakers
enough time to review Comcast’s arguments, Chairman Bob Goodlatte (R-Va.) said.

“This is a big deal and this could have significant impact on competition in the United States,” he
said on C-SPAN last week.

-- Megan Wilson contributed to this report

The Hill — April 12, 2014






Comcast's shakedown of Netflix pays
off for consumers

By Peter Smith

April 15, 2014, 6:02 AM —

Netflix

You might remember back in February when it was announced that Netflix had come to an
agreement to pay Comcast (which at that time had not yet won the prestigious "Worst

Company in America" award — congrats, guys!) for the privilege of connecting directly to

Comcast's servers for an undisclosed sum.

The official announcement at the time said:

"Comcast Corporation (Nasdagq: CMCSA, CMCSK) and Netflix, Inc. (Nasdaqg: NFLX) today announced a mutually
beneficial interconnection agreement that will provide Comcast’s U.S. broadband customers with a high-quality Netflix

video experience for years to come.





Working collaboratively over many months, the companies have established a more direct connection between Netflix
and Comcast, similar to other networks, that’s already delivering an even better user experience to consumers, while
also allowing for future growth in Netflix traffic. Netflix receives no preferential network treatment under the multi-year

agreement, terms of which are not being disclosed.

That didn't sound bad...mutually beneficial and all that. But it wasn't long before Netflix's

Reed Hastings wrote a blog post calling for strong net neutrality and talking about exactly

the kind of issues Netflix had to pay to solve. The implication is that the big cable
companies can essentially hold a service like Netflix hostage until a check is cut. For a

somewhat less biased look at the deal, check out What The Netflix-Comcast Deal Really

Means In Plain English at Business Insider.

Anyway that's old news, but now we're seeing the benefit to Netflix customers who use

Comcast. In their monthly ISP Speed post Netflix points out that the average stream speed

for customers on Comcast has improved 65% since the deal was put into place. Put another
way, Comcast jumped up 6 places in the rankings, putting it in 5th place.

I'm not sure if this is good news or not. Comcast refused to work with Netflix until they were
paid off. The results are presumably happier Comcast/Netflix customers. But you have to
wonder what Cablevision-Optimum is thinking (they're #1 on the index) at this point. Maybe
they should start choking down the connection between their customers and Netflix until
they get a pay-off, too? Netflix has already said they'll be paying more "tolls” (their term) to

other ISPs (see Netflix says it will pay “tolls” to more ISPs, not just Comcast at Ars

Technica); at some point you know they're going to start passing on these costs to
consumers.

I almost wonder if consumers would've been better off in the long term if these paid peering
arrangements hadn't resulted in such a big improvement. Of course talk is cheap for me; |

don't currently use Comcast.

IT World — April 15, 2014
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Comcast, Time Warner and Congress:
Perfect Together

Posted: 04/10/2014 8:30 am EDT Updated: 04/10/2014 8:59 am EDT

As the US Senate holds its first hearing on the proposed Comcast-Time Warner deal -- a $45 billion
transaction that will affect millions of consumers and further pad some already well-lined pockets -- it's
useful to get a look at how our elected officials have benefitted from the largesse of the two companies
with an urge to merge.

Although the ultimate decision will be made by the Federal Communications Commission and the Justice
Department, according to the Sunlight Foundation, a reliable, nonpartisan watchdog, "The number one
and number two cable providers in the country are also big-time on the influence circuit, giving upwards
of a combined $42.4 million to various politicians and groups since 1989.

The Sunlight Foundation's Influence Explorer tool also shows that the two companies have spent a
combined $143.5 million lobbying Congress since 1989 on issues including telecommunications,
technology, taxes and copyright.

President Barack Obama benefitted the most, by far, from Comcast, whose employees and their family
members contributed more than $537,800. Two Texans -- Gov. Rick Perry and Lt. Gov. David Dewhurst -
- are the top recipients of contributions from Time Warner Cable, receiving $185,000 and $170,000,
respectively.

Three Democratic and three Republican members of the Judiciary Committee are up for reelection this
year and almost all have profited at least a bit from Comcast and/or Time Warner contributions, but the
Democrats have come out ahead, the Sunlight Foundation reports. Minnesota Democrat Al Franken -- an
outspoken critic of the merger described as "a fundraising powerhouse" by Sunlight -- has received
$15,050 from Comcast and $13,350 from Time Warner, as per the Center for Responsive Politics'
OpensSecrets.org, and has pulled in $54,500 from individuals who have worked for Comcast-owned NBC
Universal, including Saturday Night Live executive producer Lorne Michaels.

As for the other two Democrats, Delaware's Chris Coons and Senate majority whip Dick Durbin of lllinois,
Comcast has been Coons' third-highest overall contributor ($53,300) and the senator has gotten $3,000
from Time Warner Cable employees. Durbin has received $51,700 from Comcast-affiliated employees and
$3,500 from Time Warner employees.

Of the three up for reelection on the Republican side, Alabama's Jeff Sessions, John Cornyn of Texas and
South Carolina's Lindsey Graham, the Sunlight Foundationnotes that none have been "significant
Comcast beneficiaries."

Overall, the three Southern state senators have received a total of $31,500 from Comcast and Comcast-
affiliated employees, a sliver of the almost $70 million the three have raised in total during their
respective runs for federal office. Time Warner employees have given $30,700 to Graham and $10,500 to
Cornyn. Sessions has not received any money from Time Warner.

It should be noted, however, that since 1989, Comcast has given at least $470,170 to the National
Republican Senatorial Committee -- and $640,625 to its Democratic counterpart.

Yes, you might not be able to get decent cable service or a good Wi-Fi signal but when it comes to
Congress, Comcast is quite the attentive suitor. As Politico reported last month, including those up for






reelection this year, "... money from Comcast's political action committee has flowed to all but three
members of the Senate Judiciary Committee. Checks have landed in the campaign coffers of Sens. Amy
Klobuchar (D-MN) and Mike Lee (R-UT), who oversee the chamber's antitrust panel.

Meanwhile, the cable giant has donated in some way to 32 of the 39 members of the House Judiciary
Committee, which is planning a hearing of its own. And Comcast has canvassed the two congressional
panels that chiefly regulate cable, broadband and other telecom issues, donating to practically every
lawmaker there -- including Rep. Greg Walden (R-OR) and Sen. Jay Rockefeller (D-WV).

Comcast stresses its donations are a function of its business. "Comcast NBCUniversal operates in 39 states
and has 130,000 employees across the country," said spokeswoman Sena Fitzmaurice. "It is important for
our customers, our employees and our shareholders that we participate in the political process. The
majority of our PAC contributions are to the senators and members who represent our employees and
customers."

Clearly, Comcast is paying for the premium package. Its money was donated before the proposed big deal
with Time Warner, but its " proactive giving," as Sunlight's executive director Ellen Miller calls it, "so that
when a corporation needs access in a time of trouble, investigation or oversight, they have already built
the quote-unquote relationships they need to soften or make their arguments to a sympathetic audience...
It's a long-term investment they make."

Remember that the next time you get your ever-spiraling cable bill. Just think of it as a long-term
investment.

The Huffington Post-April 14, 2014






Comcast — TWC: Here’'s the Deal

D.C. Starts Drilling Down On Proposed Mergera/14/2014 8:00 AM
Eastern

By: John Eggerton
TakeAway

D.C.’s review of the $69 billion proposed Comcast-Time Warner
Cable merger has begun, and skeptical lawmakers appear poised
for a fine-tooth vetting.

WASHINGTON — Comcast’s proposed deal to acquire Time Warner Cable has
started its run through the regulatory and legislative gauntlet.

And though Congress does not get to vote on the deal, the Federal
Communications Commission listens when its members speak, and some
legislators have been loudly voicing their concerns about the meld. (For more
on the deal’s supporters and opponents, see Cover Story.)

Comocast officially filed its deal proposal with the FCC last week (April 8) — it
had been filed with the Justice Department the week before — and faced a
tough Senate Judiciary Committee panel one day later at the first Hill hearing
on the proposed, roughly $69 billion deal.

If the tenor and range of questions were any indication, the deal is going to get
a fine-tooth-comb review on the Hill, something Comcast executive vice
president David Cohen has indicated he expected but which differs markedly
in tone from the no harm, no foul pitch the MSO has been making in
Washington.

Sen. Patrick Leahy (D-Vt.), the committee chairman, suggested the
combination of the Nos. 1 and 2 cable operators raised issues about market
power and network neutrality, a notion seconded by Sen. Amy Klobuchar
(DMinn.), who presided over much of the hearing, and Rep. Mike Lee (R-
Utah).





Throughout the marathon three-hour hearing, both Democrats and
Republicans raised issues about the deal’s effects on programming availability,
consumer prices and access to broadband.

Leahy made clear his view that the deal posed potential consumer harms in
both the video and broadband businesses.

“In 1996, | voted against the Telecommunications Act in part because of
concerns | had about the lack of competition in the cable TV market,” he said.
“Along with many consumers, | continue to be concerned. Similar questions
are now being raised about the broadband industry, where consumers feel like
they face large bills and inadequate choices.”

He said consumers want to know why their cable bills keep going up, why they
don’t have more choice of providers and why the merger is good for them.
Cable prices got a working over, but Comcast’s Cohen pointed out that prices
are driven by programming costs, and that to the degree that the combination
of Comcast and TWC did result in any leverage on those prices, or equipment
prices, it would benefit consumers. He added, though, that the increase from
22 million subscribers to 30 million would only marginally increase that clout.

If the deal goes through, it will almost certainly be loaded with conditions. In
fact, in its public-interest statement Comcast outlined the various conditions
on nondiscriminatory access to online and traditional programming in its deal
for content giant NBC Universal that would be extended to the TWC systems,
as well as other conditions that would transfer.

Lee raised the issue of whether a combined Comcast/ TWC could limit access
to conservative voices on their outlets. Some conservative groups argue that
Comcast executives are too cozy with the Obama Administration, combined
with what they see as a liberal bias on some NBCU programming.

Cohen said that issue of undue market power been one of the most heavily
litigated issues around and that the FCC had concluded that having less than
30% of subs, as the combined company would have, did not represent a threat
to access to content.





Comcast’s Cohen asserted there were no anti-competitive problems with the
deal, as there is no geographic overlap between the two companies’ systems.
But numerous legislators — mostly, though not solely, Democrats — suggested
the size of the combined company in video as well as in broadband access
represented potential incentive and ability to discriminate against e video
competition, or to have too much power over programming prices, access to
must-have NBCU content, or equipment prices. (Comcast is the No. 1 U.S.
ISP; Time Warner Cable is No. 3.)

Sen. Al Franken (D-Minn.) hammered the deal, saying it would lead to higher
prices and less choice for his constituents. While Comcast had employed 100
lobbyists to push the deal through, he said, he had heard from 100,000
constituents who did not like the deal, and said their voices should be heard,
too.

Cohen could not promise the deal would lower consumer prices, but said
nothing in the deal would raise them, either.

Cohen talked up the benefits, faster speeds, more video on demand, a more
secure network, and not one fewer choice of cable operator or broadband
provider in any market. But Public Knowledge president Gene Kimmelman
saw the deal very differently.

Kimmelman suggested the combined companies would be an octupus-like
creature with its arms around nearly 50% of high speed Internet access subs —
not including digital subscriber line — more than 30% of MVPD subs, and
almost 60% of cable subscribers.

“The proposed transaction is inconsistent with antitrust policy, the goals of the
Communications Act, and the broader public interest. Therefore, it should not
be approved,” he said.

The House Judiciary Committee could be next in line for Comcast and
stakeholders. It is expected to hold an oversight hearing on the deal in early
May.





- See more at: http://www.multichannel.com/news/fcc/comcast-twc-here-s-
deal/373818#sthash.D2TNhOfj.dpuf

Multichannel News — April 14, 2014







Comcast-TWC Wish List Grows

COMMENTERS PROPOSE A HOST OF CONDITIONS

BY JOHN EGGERTON

WASHINGTON — Comcast has
offered up a host of potential con-
ditions to the Federal Communi-
cations Commission and Justice
Department in an effort to get its
proposed $69 billion merger with
Time Warner Cable approved,
from spinning off 3 million sub-
scribers to extending various di-
versity initiatives and expanding
low-cost broadband to low-in-
come households with students.
But the FCC is also hearing
plenty from commenters on the
deal, whose input to the com-

Com
mission is supposed to take into

account in deciding  m—————
whether and how to TAKEAWAY

approve the merger. e
. As the FCC collects comments
And accordmg fe pub— on the Comcast-Time Warner
lic filings with the FCC, Cable merger, a plethora of
it’s not just compet- parties are weighing in with
suggested conditions on the
deal.

ing companies and in-
dustry players looking
to extract conditions

trom any approval.

Various individuals have presented something of a
wish list of proposals involving everything from im-
proved customer service — there are a lot of comments
on that score — to paid peering, outsourcing and net-
work neutrality. Comcast has already pointed out the
deal would extend NBC Universal net-neutrality com-
pliance to TWC systems, at least through 2017 — and
probably longer.

Ultimately, the FCC will determine what public in-
terest conditions will be needed. If it decides to approve
the deal, the agency will have plenty of input to mull.

The following is a sampling from the docket:

« “Perhaps you could insist that service workers be
located in the U.S.”

Multichannel News - April 28, 2014

ments on Comcast's proposed merger with Time Warner Cable — complete with
conditions — are arriving at the FCC's Washington offices.

« “C-SPAN is a great service that is exclusive to the
cable infrastructure ... Since I think this merger will
go through ... it would be an excellent opportunity to
make C-SPAN available across more platforms.”

« “[] recommend deferral of merger approval with
TWC until Comcast corrects major problems with
existing customers [including] 8o minutes to answer
phone calls to customer service.”

e “Require PERMANENT [emphasis theirs]
network neutrality through the merger approval
process or legislation. Time-limited neutrality is
not sufficient.”

« “Any data that goes over [Comcast/TWC] infra-
structure to residences (especially including their dig-
ital video and voice services) must be counted towards
any bandwidth caps or rate limiting they place on con-
sumers.” '

« “They must provide, for a reasonable fee, space,
power and connections for any other company that
wishes to set up caching equipment on Comcast’s net-
work. The bandwidth and latency of this service must
be equivalent to the infrastructure used by Comcast’s
own digital video and voice services.” Q
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Cord-Cutting Won’t Get Worse — or Better: Study

1M Will Cancel Service, But Won't Watch Morea/14/2014 8:00 AM
Eastern

By: Mike Farrell
TakeAway

A new report sees more cord-cutting in TV’s future, but no uptick
in watching shows online.

Cord-cutters are expected to grow their ranks by more than 1 million
households in 2014, but they aren’t expected to watch more television,
according to a report issued by Canadian research firm The Convergence
Consulting Group.

According to Convergence, about 5.1 million pay TV subscribers canceled their
subscriptions between 2008 and 2013, with 1.25 million cutting the cord in
2013 alone. Those ranks are expected to grow to 6.23 million by the end of
2014, meaning an additional 1.1 million homes will have dropped their pay TV
subscriptions.

While the ranks of cord-cutters are growing at about the same pace, the
amount of television they watch is expected to stay flat, according to
Convergence. The research house estimates that about 18% of the weekly
viewing audience watched an average of two to three free online episodes via
the websites of a broadcast network, cable channel or at one of their
distribution partner’s websites. That's the same number as in 2012, and
Convergence expects it to remain flat at 18% during 2014.

In its report — The Battle for the American Couch Potato: Online and
Traditional TV and Movie Distribution, Convergence attributes the leveling
off of online viewing to the growth of online video services like Netflix,
Amazon and Hulu Plus; increasing DVR penetration, online advertising loads
and less free and more authenticated online shows behind cable, broadcast
and satellite walled gardens.





“It's not that it’s going to get worse, but it isn’t going to get better,”
Convergence president Brahm Eiley said.

Pivotal Research Group principal and media & communications analyst Jeff
Wilodarczak agreed, adding that while he doesn’t expect cord-cutting to slow
down, he isn't anticipating a major increase either.

“l doubt that cord-cutting slows, because video prices are going up so much
that it is just pricing people out of the multichannel market even if the relative
entertainment alternative gets somewhat less attractive,” Wlodarczak said. “I
doubt it turns into a flood, as there are natural barriers to swapping (higher
standalone data fees, quality of service, etc.) but the more video fees continue
to rise, the more it pushes consumers hard to come up with credible
alternatives.”

Programmers are beginning to see the value of authenticating content, Eiley
added — Convergence estimates that broadcasters make about 75% of their
content available for free online, vs. about 35% for cable networks. But
broadcasters are beginning to add restrictions to free online shows, extending
the period between original air and online availability. For example, Eiley said
that ABC and Fox now restrict online access to shows for nonauthenticated
viewers to seven days after its original broadcast.

“There has been a movement by broadcasters and cable networks to make less
content available for free and also create authentication windows,” Eiley said.

“That’s positive. What's negative is the amount of content that Netflix has and
the fact that their pricing has stayed where it has.”

A bigger factor in the cord-cutting phenomenon would depend on Netflix’s
ability to maintain the amount of content it provides, Eiley added. With new
players coming into the market — Yahoo is even considering investing in
original content for its own service, according to reports — that could be
increasingly difficult.





Netflix has a five-year programming obligation of $7.2 billion, $3 billion of
which comes due in 2014, Eiley noted. At the same time, the streaming- video
giant operates on razor-thin 5% operating-income margins. Publicly traded
cable operators, in contrast, had margins of 35% to 40% in 2013.

“Netflix is overstretched without subscriber growth, a price increase or a cut in
programming,” Eiley said, adding that a price increase appears to be
inevitable. “There’s no guarantee that Netflix lasts.”

However, he added that Convergence has been particularly skeptical of
Netflix’s survival chances for years, “and every year they prove us wrong.”

Convergence estimates that the online video ad business is expected to grow to
about 3.7% of total TV broadcast and cable advertising in 2014, up from 3.4%
($2.517 billion) in 2013.

But the real money is in subscription television.

In an interview, Eiley estimated that the total TV ad market, including online,

was about $80 billion last year, compared to $99 billion for access fees
- See more at: http://www.multichannel.com/news/ott/cord-cutting-won-t-

get-worse-or-better-study/373820#sthash.D8M8LXTq.dpuf
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Holy Coax! Cable Gains
Drive Pay TV Additions

VIDEO SUBS EXPECTED TO GO UP BY 269K IN Q1

BY MIKE FARRELL

Overall pay TV customers are on pace to grow
at a faster rate than last year, a trend that is being
fueled by an unlikely source: cable operators.

With about half of the eight major publicly trad-
ed pay TV service providers reporting first quar-
ter results, pay TV customers should rise by about
269,000 subscribers in the first quarter, about 13%
ahead of the 237,000 added in the first quarter of
2013.

Helping to fuel that growth is improved met-
rics at the two largest cable operators — Comcast
and Time Warner Cable. Comcast reported a rise
of 24,000 basic video customers in the quarter, its
second straight period of video customer additions
(it added 43,000 video subscribers in the fourth
quarter). TWC, which had the greatest video cus-
tomer losses in its history in 2013 (it shed a total of
833,000 video customers last year) showed signs
of a dramatic turnaround, dropping just 34,000

video customers in the first quarter, compared to
the 217,000 it lost in the fourth quarter and the
119,000 it shed in the first quarter of 2013.

Those results come in concert with mixed per-
formance at the telcos,
which along with satel-
lite TV service providers

TAKEAWAY

Cable is the unlikely source

generally drive quar-
terly pay TV subscrib-
er increases, While AT&T
outperformed most an-
alyst expectations by adding about 201,000 U-verse TV
subscribers in the quarter (analysts were expecting about
189,000 additions), it was still less than the 219,000 U-
verse customers added at the same time last year. And Ve-
rizon Communications’ FIOS TV reported a disappointing
57,000 additions in the period, less than half the 144,000
additions many analysts expected and about one-third of
its 169,000 additions in the first quarter of 2013.

While the telcos were showing signs of slowing down,
TWC said subscriber trends were continuing to improve:
Chief financial officer Artie Minson said primary service
units (a gauge of voice, video and data customers) were up by
80,000 customers in April compared to the prior year. While
the typically seasonally weak second quarter is not expected
to be better than the first, the company is encouraged by
improving customer trends, especially in FiOS TV mar-
kets. TWC chairman and CEO Rob Marcus said that the
strength the company saw in subscriber growth was broad
based from a product line and geographic perspective, but its
churn improvement was most significant in FiOS markets.

That should be good news for Cablevision, which has
the highest percentage exposure to FiOS — about 40% of
its footprint competes directly with the telco’s video of-

Multichannel News - April 28, 2014

in the uptick of the pay TV
subscriber growth rate from a
year ago.
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With about half of the players reporting, first quarter
pay TV subscriber gains appear to be ahead of the
previous year's increases. (E= estimate)
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fering. Analysts had expected the Bethpage, N.Y.-based
MSO to lose as many as 10,000 video customers in the
first quarter.

Pivotal Research Group principal and senior media &
communications analyst Jeftf Wlodarczak said that while
FiOS struggled in the first quarter, the company plans to
be more aggressive on the subscriber front in the second

quarter. He added that the bulk of the TWC subscriber im-
provements were due to reduced churn and the lack of a
price increase in the period.

“Historically, competitors have been feasting on TWC
markets so improvement here is likely to hit all competi-
tors,” Wlodarczak said.

Charter Communications, obviously preoccupied with
its pursuit of TWC over the past several months, was still
expected to keep up its recent trend of reducing custom-
er losses — analysts pegged video subscriber declines at
the Stamford, Conn.-based operator at between 8,000 and
15,000. Charter is expected to report first quarter results
April 28. Cablevision is scheduled to report its quarterly
results on May 8.

On the satellite side, the trend toward slowing subscrib-
er growth is expected to continue. ISI Group media ana-
lysts Vijay Jayant and David Joyce predict Dish Network
will gain about 30,000 customers in the period (down from
the 36,000 additions in the first quarter of 2013), while
DirecTV should add about 16,000 video subscribers (down
from 21,000 in first quarter 2013).

Dish Network is scheduled to report first quarter results
on May 8 and DirecTV will report on May 6. Q




In policy shift, FCC may allow
a Web fast lane

By EDWARD WYATTAPRIL 23, 2014

WASHINGTON — The principle that all Internet content should be treated
equally as it flows through cables and pipes to consumers looks all but dead.

The Federal Communications Commission said on Wednesday that it would
propose new rules that allow companies like Disney, Google or Netflix to pay
Internet service providers like Comcast and Verizon for special, faster lanes to
send video and other content to their customers.

The proposed changes would affect what is known as net neutrality — the idea
that no providers of legal Internet content should face discrimination in
providing offerings to consumers, and that users should have equal access to see
any legal content they choose.

The proposal comes three months after a federal appeals court struck down, for
the second time, agency rules intended to guarantee a free and open Internet.

Tom Wheeler, the F.C.C. chairman, defended the agency’s plans late Wednesday,
saying speculation that the F.C.C. was “gutting the open Internet rule” is “flat out
wrong.” Rather, he said, the new rules will provide for net neutrality along the
lines of the appeals court’s decision.

Still, the regulations could radically reshape how Internet content is delivered to
consumers. For example, if a gaming company cannot afford the fast track to
players, customers could lose interest and its product could fail.

The rules are also likely to eventually raise prices as the likes of Disney and
Netflix pass on to customers whatever they pay for the speedier lanes, which are
the digital equivalent of an uncongested car pool lane on a busy freeway.

Consumer groups immediately attacked the proposal, saying that not only would
costs rise, but also that big, rich companies with the money to pay large fees to
Internet service providers would be favored over small start-ups with innovative
business models — stifling the birth of the next Facebook or Twitter.

“If it goes forward, this capitulation will represent Washington at its worst,” said
Todd O’Boyle, program director of Common Cause’s Media and Democracy
Reform Initiative. “Americans were promised, and deserve, an Internet that is
free of toll roads, fast lanes and censorship — corporate or governmental.”





If the new rules deliver anything less, he added, “that would be a betrayal.”

Mr. Wheeler rebuffed such criticism. “There is no ‘turnaround in policy,” ” he
said in a statement. “The same rules will apply to all Internet content. As with
the original open Internet rules, and consistent with the court’s decision,
behavior that harms consumers or competition will not be permitted.”

Broadband companies have pushed for the right to build special lanes. Verizon
said during appeals court arguments that if it could make those kinds of deals, it
would.

Under the proposal, broadband providers would have to disclose how they treat
all Internet traffic and on what terms they offer more rapid lanes, and would be
required to act “in a commercially reasonable manner,” agency officials said.
That standard would be fleshed out as the agency seeks public comment.

The proposed rules would also require Internet service providers to disclose
whether in assigning faster lanes, they have favored their affiliated companies
that provide content. That could have significant implications for Comcast, the
nation’s largest provider of high-speed Internet service, because it owns
NBCUniversal.

Also, Comcast is asking for government permission to take over Time Warner
Cable, the third-largest broadband provider, and opponents of the merger say
that expanding its reach as a broadband company will give Comcast more
incentive to favor its own content over that of unaffiliated programmers.

Mr. Wheeler has signaled for months that the federal appeals court decision
striking down the earlier rules could force the commission to loosen its
definitions of what constitutes an open Internet.

Those earlier rules effectively barred Internet service providers from making
deals with services like Amazon or Netflix to allow those companies to pay to
stream their products to viewers through a faster, express lane on the web. The
court said that because the Internet is not considered a utility under federal law,
it was not subject to that sort of regulation.

Opponents of the new proposed rules said they appeared to be full of holes,
particularly in seeking to impose the “commercially reasonable” standard.

“The very essence of a ‘commercial reasonableness’ standard is discrimination,”
Michael Weinberg, a vice president at Public Knowledge, a consumer advocacy
group, said in a statement. “And the core of net neutrality is nondiscrimination.”

Mr. Weinberg added that the commission and courts had acknowledged that it
could be commercially reasonable for a broadband provider to charge a content
company higher rates for access to consumers because that company’s service
was competitively threatening.





“This standard allows Internet service providers to impose a new price of entry
for innovation on the Internet,” he said.

Consumers can pay Internet service providers for a higher-speed Internet
connection. But whatever speed they choose, under the new rules, they might get
some content faster, depending on what the content provider has paid for.

The fight over net neutrality has gone on for at least a decade, and is likely to
continue at least until the F.C.C. settles on new rules. Each of the last two times
the agency has written rules, one of the Internet service providers has taken it to
court to have the rules invalidated.

If anything, lobbying over the details of the new net neutrality standard is likely
to increase now that the federal court has provided a framework for the F.C.C. to
work from as it fills in the specifics of its regulatory authority.

The proposed rules, drafted by Mr. Wheeler and his staff, will be circulated to
the agency’s other four commissioners beginning on Thursday and will be
released for public comment on May 15. They are likely to be put to a vote by the
full commission by the end of the year.
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Links to Congressional Hearings Regarding the Comcast Merger:

http://www.c-span.org/video/?318477-1/comcasttime-warner-cable-merger

http://www.washingtonpost.com/blogs/the-switch/wp/2014/04/09/the-backlash-to-the-comcast-merger-is-

now-bipartisan/

http://www.washingtonpost.com/blogs/the-switch/wp/2014/04/09/comcast-might-try-its-hand-at-mobile-

phone-service/

http://www.washingtonpost.com/blogs/the-switch/wp/2014/04/09/golf-channel-tells-congress-comcast-
twc-would-hurt-little-guys-like-them/







NCTA’s Agent of Change
Michael Powell On NAB, The FCC And Staying On At The
NCTA4/28/2014 8:00 AM Eastern

By: John Eggerton

Armed with a new, three-year contract, the board’s green light to wade into
the retransmission-consent debate and recent victories in Congress and at the
Federal Communications Commission, National Cable & Telecommunications
Association president and CEO Michael Powell comes into The Cable Show on
aroll.

Taking a page from his father, former Secretary of State Colin Powell, Michael
Powell said he likes the role of diplomat as well as advocate, to “help keep
things on keel when the convulsions are coming around change.” The cable
industry has plenty of that these days, as well as loads of competition, Powell
said.

In an exclusive interview with Multichannel News Washington bureau chief
John Eggerton, Powell weighed in on the National Association of Broadcasters
latest attack (which he called “duplicity”); new FCC chairman Tom Wheeler
(“one of the best I've ever seen”); those who would deny wireless as a
broadband competitor (“Machiavellian™); and re-upping with NCTA (“not a
hard decision”).

MCN: Give us a preview of your convention speech. What is the
state of the cable industry?

MP: I would say “positively transforming.” We’ve seen a number of significant
trends evolving for years, whether they be the arrival of IP distribution, the
arrival of streaming media or the pipe dreams of WiFi companion services.
These things have been in the works for a long time, and | do feel like many of
them are coming to this kind of junction of transformation where companies
now have made those bets and doubled down on them, and you are really
seeing them starting to flower.





Community WiFi is very real, with over 200 hotspots and some companies like
Comcast with up to 1 million because they use the settop box for that purpose
as well.

So, that is very powerful. You really do see platforms starting to integrate.
With streaming, you see more and more headlines with tech companies
around new video offerings. And of course, things like broadband speed are
increasingly approaching a level where it will pretty much be invisible to the
consumers pretty soon. | remember the day when you used to argue about
whether you were getting a Pentium 1 or Pentium 2 computer. Today, | don’t
know anyone who gives a thought to what the processing speed is. Unless you
are a graphic designer, it’s always fast enough. And I personally have always
believed that broadband will get to that too, with the idea of speeds starting to
fade because they are fast enough.

So, | think that is the reality. It is a time of both new opportunity and
understandable anxiety.

MCN: At the NAB convention, someone referred to the FCC as the
“Federal Cable Commission.” Why do you think issues like
coordinated retransmission-consent negotiations and sharing
arrangements have gotten traction?

MP: Because they have merit. There is a storyline in this town that everyone
wants to believe in, which is that the results that come out of government are
only the consequence of some nefarious thing, either lobbying dollars or prior
personal relationships. | sat in that seat [FCC commissioner and chairman] for
many years and | have been on both sides of this. | think it is a real disservice
when you suggest that is the way the commission behaves. | have never found
that to be true. You can find an incident or two, perhaps, but 99% of the time if
not more, the commission is choosing the path they honestly believe has the
most merit.

We do a very good job of arguing on the merits. I tell my staff we fight with
ideas, not emotion. We don’t try to yell and scream our way to success or bury





someone or get hysterical. You’d have a hard time finding NCTA advocacy that
looks like what some do in this town in terms of the hyperbole and the
exaggeration.

MCN: What is your read on FCC chairman Tom Wheeler?

MP: Tom Wheeler is a fantastic, sober, rigorous, thoughtful chairman. In my
opinion, one of the best I've ever seen so far. And he calls 'em like he sees 'em.

MCN: Speaking of calling ’em like he sees ’em, Gordon Smith,
president of the National Association of Broadcasters, referred to
pay TV providers as those who “milk, bilk and bill by the bit.” Any
reaction?

MP: I don’t even know what it means. It is very colorful. Good use of
alliteration. | like all the Bs. But what the heck does that mean?

One thing I will attack — and | will even use the word “attack” — that is
implied by that is that we get paid and they don’t.

That is a duplicity that nobody should listen to in an argument. | don’t
begrudge them profit, but it is disingenuous for a broadcaster to argue that
their business is providing a free product, while simultaneously building their
business through retrans fees that most consumers have to pay.

MCN: How does the business work?

MP: They have very valuable content, and we certainly can concede its value,
but they argue quite strenuously about their right to get paid, quite
strenuously in defense of their double-digit increases in programming costs,
which they pass on to cable, which then get passed on to consumers.

So, people should be a little more careful about suggesting they are not in the
business of making money. | don’t know any company in any of these
industries that is not in the business of making money. And I think on a value
basis, we continue to deliver the lowest per-channel cost of virtually any





entertainment product in the world. We’re cheaper than movies, cheaper than
theater. And we continue to add value to consumers with more channels.

I don’t have a fun alliteration to throw back at them, but it’s silly. It’s just silly
because, trust me, broadcasters are in the business of making money too, and
they will fi ght as vehemently for that as anybody else.

MCN: How competitive is the industry? At the Comcast-Time
Warner Cable hearing, there seemed to be some Democratic
concern about cable and broadband competitiveness.

MP: It's a great question because | learned a long time ago [as former chief of
staff of the Antitrust Division of the Justice Department] that everybody has
their own definition, and it is often driven by their own preconceived biases.

Of course, companies always say the market is super-competitive, and critics
always say it is overly concentrated. Fortunately, there is a more fact-based
approach to this, and in the language of antitrust, and the language of
horizontal competition, from that standpoint it absolutely is.

No one is behaving like a monopoly. A real monopolist stops investing in a
network because he doesn’t have to. A real monopolist raises prices far beyond
what a competitive market would do. A real monopolist wouldn’t innovate. A
real monopolist wouldn’t deploy brand new set-top boxes with new Web
features. A monopolist would take advantage of that secure position, and |
don’t think you see that.

Who knows what Google Fiber really means, but it is putting heat in the
market. That’s what you want. What you’re not going to get, and | think there
just has to be a resignation around this, is you are not going to get five or 10
competitors.

Networks scale, they are hard to build, and you are super fortunate if you have
two. You are blessed if you have three. And we’re going to have three. We're
going to have the phone industry’s contribution, the cable industry’s
contribution and the wireless market’s contribution. I am 100% sure of that.





MCN: And you think the broadband speeds among those are going
to be ultimately competitive?

MP: | do. I think those who want to take wireless out of the equation are
doing so for Machiavellian reasons. They don’t want to dilute the market and
add another competitor because it is more convenient to say it's concentrated.

Watch the behavior of people. I sit at my computer at NCTA and | probably
have a super fast connection. | can do anything right at my desk, but how
many times do | just do it on my cellphone? That is substitution. Do | check
the weather on that machine? Never. Do | check the traffic report? Nope, | pull
it up on my phone.

There are tons of Internet activities | choose to do with the device on my hip.
And it has gotten so fast that | am relatively agnostic about whether | have
WiFi. Even if | don’t have the WiFi connection, I still do it. The theoretical
speeds of 4G are quite serious. They are fast enough for streaming video,
which is the fastest thing consumers are doing today.

And when you look at the glide paths of those industries, they are coming on
extremely strong. It is the only broadband device in the world where there’s
one for every living human being on the planet. And I think if you want to
discount that, you're just being willfully blind.

MCN: Your asks in STELA were essentially: (1) No coordinated
retrans; (2) get rid of the set-top integration ban; and (3) get rid of
the must-buy requirement. Do you think you will get any of those in
the final bill?

MP: | think we remain optimistic. We chose a narrow list because we took the
guidance from the leadership on the Hill on the extent to which they were
willing to entertain reforms.

We had a very deliberative process here selecting the things we wanted to go
after, which included a thorough and substantial discussion among the board





of NCTA about these items. They all have the full support of our leadership,
which has been great.

Among the criteria we used in choosing what we wanted was whether we
thought we had a meaningful chance to get it. | don’t think we would be doing
them if we thought they were Don Quixote efforts.

MCN: What prompted NCTA to get more involved in the retrans
debate?

MP: NCTA is a really significant institution in terms of the advancement of its
policy objectives, and it should have a clear position on something as
important as retrans, particularly when that subject is being debated at the
FCC and on Capitol Hill.

Broadcasting interests, and we respect everyone’s perspective, but they had a
very formidable association arguing quite vociferously and aggressively
around their position. The cable community did not, though we did have some
very able organizations like the American Cable Association working on it. But
there was just this sort of yawning absence of our participation that | was quite
unsatisfied with. Sometimes issues are tough, but they shouldn’t always just
be avoided because they’re tough. We got much clearer marching orders and
we have been executing on those marching orders.

And what | am particularly thrilled about is that xalmost all of that list is being
actively executed in the United States government.

The chairman of the FCC and the commissioners voted 5-0 on joint
negotiations of retrans, which we have been arguing for for years. That was
one of the key things the board said go get, and we got it. It’s in the books.
They [House Communications Subcommittee members] supported [lifting]
the integration ban, they supported must-buy repeal. And these are things we
have made steady progress on.

MCN: So, should the FCC continue to punt on the definition of an
MVPD?





MP: Speaking out of school, | probably would if | were at the FCC.

People call it “punting,” but one of the things | admire in the commission is a
concept [former FCC chairman] Bill Kennard and | used to talk about all the
time. You'll see it in his statements and you’ll see it in mine. It’s “vigilant
restraint.”

That is the notion that the regulator sees something emerge that is novel, that
doesn’t have all the characteristics of its traditional regulatory authority or
what bucket it belongs in. It's popular in the market. It's fomenting and it’s
building and it’s gaining traction and along the way it creates anxieties and
problems and confusions out there: “What is this thing?”

I actually think it is a very affirmative policy for a regulatory leader to say:
“We’re going to wait on this. | want to see how this evolves. | want to see what
impact it has. I’'m not going to regulate just because | want to regulate. I'm not
in the business of expanding my power. Let me see what this is. Let me see if it
needs help. Let me see if it causes problems. Because if it doesn’t, god knows
they don’t need me to sort of tote the market in some direction.”

The simple problem with this is, do you want to give them all of the benefits
and none of the burdens, or do you want to give them both? And what we do
reject is the idea that they should get all the benefits of an MVPD under the
law, but [are] not subject to the same obligations.

But let’s go back to the fundamental, which is that it is a bad exercise because
the reality is that nothing in the statute contemplates this reality. And without
another judgment from Congress about what these things are, | would be very
hesitant.

MCN: So, Sky Angel just becomes collateral damage since its
interest in resolving the question does not trump the interest in
letting the marketplace develop?





MP: Let’s be clear, the bureau has signaled that Sky Angel is not an MVPD.
So, they’re not completely punting here. | think Sky Angel has gotten their
answer, though they might not like it.

MCN: Let’s talk network neutrality. Will you be OK with what the
FCC does in recrafting the rules, even if that includes preempting
local regulation of municipal broadband?

MP: | am comfortable with the process and the direction. Net neutrality is
very much a devil in the details. | think it is very difficult to make any
pronouncement. What we’ve seen so far is a framework, a blog or two, some
generalized discussion about direction, which has been helpful. But that is by
no means a rule.

The industry that | work with has never been concerned about blocking. We
don’t have any conceivable interest in behaving that way. We think that it is
kind of like a pyrrhic debate because you’re not going to fi nd us doing that
anyway, because it is fundamentally against our self-interest in doing it.

MCN: And discrimination?

MP: | think the discriminatory prong — can you make deals with people? — is
a complex issue. But I do think the government shouldn’t smother the idea.

I've seen plenty of examples in the economy where that kind of two-sided
market arrangement is very beneficial to consumers and | certainly, as a
regulator, wouldn’t accept a speculative assumption that it is always bad,
which you almost have to conclude to bar it.

I think that is why chairman Wheeler very smartly says, “Look, I’'m going to
move to a more case-specific approach to this because | need to see the facts of
a case; | need to see what happened because maybe what happened was good
or maybe what happened was not so good.” But not just some blanket
speculation that that is possible.

MCN: What problems are there in the cable industry?





MP: | think there are three things.

We'd better double and triple our efforts on customer service. We are very
unusual in the modern tech economy. Why? Because we may be the last guy
that has to come in your house. Almost nobody else comes in your house
anymore. The electric guy doesn’t come in my house. He checks the meter on
the side. | never see him; | never hear from him.

Almost everything else | do, | buy at Best Buy, bring home and do it myself.

We have this pain point, by which | mean an interaction, that few industries
have. And that means that there is such a heightened need to make sure that is
a fabulous experience.

| think people are working on this very hard. | would commend things that
Bright House is doing around the “Hello Friend” campaign. | think Comcast
has a new app, for example, that is quite elegant on managing your bill and
your appointments.

This is the kind of stuff we need to be doing because we’re always going to be
thought of poorly if the consumer doesn’t have more positive experiences
when that young man or woman comes into your house. That is one thing we
really need to fix.

Secondly, and something that is also being invested in, is the navigation
experience. | think all the content the American consumer wants is sitting
right there. The more we have provided, the more complexity of the
environment, the higher premium on easier ways [to get to it].

| often sit down at my TV and try to watch CNN and | can’t remember where it
is. And all of a sudden | am flipping through 180 clicks looking for something.

So searching, voice commands, more intuitive interfaces. That is a huge
premium. From a year ago, we have seen announcements that have made big
strides, whether Cox and [its] Contour [app] or Comcast and [its] Xfinity





[platform]. Even some of our operators are starting to use boxes like TiVo['s]
because they want to solve that.

The third thing is that we have a blizzard of offerings out there. Bundles are
complex, pricing is a little complex, and | think what Sen. Claire McCaskill [D-
Mo.] was talking about [complaining, at a Hill hearing, about a questionable
charge on her cable bill] is something that we ought to listen to because it is
not an uncommon experience.

A consumer frequently buys our product at a discounted promotional rate for
a significant amount of time; that’s the nature of price competition in our
market. That’s what Verizon does. Just watch TV one day: “For $99 [a month]
for two years you get this, this and this.”

Consumers buy that; I’'m not sure they always understand that’s going to
expire, and as their bill goes up, that’s a pain point. Then we offer new
consumers a discount on something you’re paying full price for, and that feels
uncomfortable. That is what the senator was talking about. | got something at
one rate and the next thing | know, it is being given away as the base product.
That is not an uncommon strategy, meaning lots of companies to attract new
customers give them things they aren’t giving existing customers.

But it is not always well-received by consumers. They feel like, “I am a loyal
customer but I'm paying the premium for that.”

And what they’ve discovered, because every consumer magazine in the world

tells you how to do it, is that if you call and complain enough you can usually

get a refresh deal, and her argument is that that feels like the kind of haggling
you have to do unnecessarily at a car dealer.

| don’t totally agree with that, but | do agree with the anxiety and the
sentiment, and it would be better if those experiences didn’t feel like haggling,
and it was more simplified and cleaner and easier to understand.

MCN: NAB’s Smith, at the STELA [Satellite Television Extension
and Localism Act] hearing talked about cable’s collusive joint-sales





negotiations and suggested they were the same as the TV joint-
services agreements the FCC has just limited. Can you explain what
you see as the difference?

MP: It is really quite simple. Antitrust concerns itself with companies that are
supposed to be competitors colluding. Antitrust is not bothered by companies
that find efficiencies by acting collectively if they are not otherwise
competitors, meaning they are not damaging the competitive dynamics of the
market.

Cable interconnects are collections of companies who are selling advertising
jointly for efficiency reasons, reasons that advertisers, who are customers in
this market, love and want because if you are Procter & Gamble, and you want
to buy advertising in an entire DMA — let’s say a big circle — one cable
company usually cannot provide that to you. If you want an ad on Mad Men,
let’s say in this DMA, Mad Men is going to be on Dish, DirectTV, a cable
company and some other guy. And if you want to get that whole market, you
have to go buy advertising on every single one of those mediums. Putting
those mediums together and selling them as a package is an efficiency that the
advertiser likes.

Broadcasters are competitors in their markets. They compete for advertising
dollars against each other. So, if they get together and say, “Hey, let’s sell
advertising at this price instead of me offering one deal and someone else
offering a better deal, which is the competition.” That’s a different kind of
collusion that the Justice Department says concerns us.

I will tell you, too, that these cable interconnects have been reviewed by
Justice authorities in the past and have been found to be completely fine.

So the simple answer is, one is a set of competitors and the other isn’t. One is
an efficiency that has been sanctioned by Justice; one is a collective action that
Justice has raised serious concerns about.

MCN: Can you confirm that you recently signed a new, three-year
contract, and tell us why you decided to re-up?





MP: I did. And let me be personal. There is nothing better in life than
stimulating, fulfilling work, and | have found that to be the case. This job is
quite challenging in a positive way. | work with the best people I've ever
worked with, both my current staff and external bosses. I like it and am
satisfied by it. So, that part was not a hard decision.

The second feeling is that | think | can add value. | think we are in a really

transformational time. | think our leadership values NCTA and [its] role in
being not just an advocate but a diplomat, to help keep things on keel when
the convulsions are coming around change. And | don’t shy away from that
role. I like it and I like that they like that I do it. It really wasn’t a very hard

decision
- See more at: http://www.multichannel.com/news/policy/ncta-s-agent-
change/374120#sthash.nuWZDHXW.dpuf
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Net neutrality matters tolocal businesses

® OpenInternet means
that all data should be
treated equally.

By TOMSALONER

Like most small-business
owners, 'm not a fan of big
government. Free markets and
a tough-but-fair competitive
landscape in which the most
agile and innovative players
come out on top have allowed
‘my company to thrive. So I'm
the first to admit the irony of
finding myselfon the sameside
of a political issue as one of
Minnesota’s more liberal US.
senators and a large govern-
‘ment agency to boot.

I'm referring to the issue
of an “open Internet,” or “net
neutrality,” and Sen. Al Fran-
ken's stance that the “Internet
should be an open marketplace
where everyone can participate
on equal footing,” as he wrote
inan open letter to the Federal
‘Communications Commission
back in January after a federal
appeals court struck down the
FCC’s rules for net neutrality.

1 hope political leaders on
the other side of the aisle also
can put aside their ideologi-
cal differences and work with
Franken and others in Wash-
ington pushing for enforceable
net neutrality rules.

“Net neutrality” is a phrase
originally coined by Columbia
University media law professor
‘Tim Wu, which he defined as
the principle that Internet ser-
vice providers (ISPs) and gov-
ernments should treat all data
on the Internet equally.

Net neutrality is akin to
our current roadway system,
where everyone has access
to the same roads and speed
limits, with the exception of
the occasional toll road. Now
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imagine a different system in
which the only free route goes
down winding back country
roads, has detours and a speed
limit of 45 mph. A direct route
for this same trip using the
freeway system and a speed
limit of 70 mph is available —
‘but only for a significant fee.

If you spend any amount
of time digging into the issue,
youwll quickly discover that
there are many wrinkles and
flimsy counterarguments
about “attempts at rent seek-
ing by content providers who
want the ISPs to pay the tab
for future network upgrades.
Or at least that’s the spin being
generated by those who are
pushing for a closed Inter-
net, in which big corporations
(think Comcast, Verizon and
ATAT) will play a big hand in
deciding the “trip” your data
takes over the Internet.

The problem with a closed
Internet is glaringly clear
for the millions of small and
medium-sized businesses
around the world: they will
be at a technical disadvantage
when competing with larger
organizations that have deeper
pockets.

And lest you conclude that
‘my argument sounds like sour
grapes from a small-business
owner, please remember that
the equal playing field of the
Internet created the sites most
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'KEVIN WOLF - Associated Press.

US. advocacy groups delivered more than a million signatures for afree and democratic Interet to the FCC in Washington in January.

people use today, like Google
and Facebook.

This is why the FCC must
prevail in enforcing open
Internet rules. As stated on the
agency’s website, “The FCC
adopted the open Internet
rulestoensurethat the Internet
remains a powerful platform
for innovationand job creation;
to empower consumers and
entrepreneurs; to protect free
expression; to promote com-
petition; to increase certainty
in the marketplace by provid-
ing greater predictability for all
stakeholders regarding federal
policy in this area, and to spur
investment both at the ‘edge;

and in the core of our broad-
band networks.”

Note that the FCC is not
proposing to regulate Internet
content or applications. To the
contrary, the purpose of open
Internet rules isto clarify high-
level, flexible rules of the road
for broadband to ensure that
1o one — not the government
and not the companies that
provide broadband service —
can restrict innovation on the
Internet. Specifically, the FCC
rules are based on three prin-
ciples:

Transparency: Broadband
providers must disclose infor-
mation regarding their net-
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work management practices,
performance, and the commer-
cial terms of their broadband
services;

No blocking: Fixed broad-
band providers (such as DSL,
cable modem or fixed wireless
providers) may not block law-
ful content, applications, ser-
vices or non-harmful devices.
Mobile broadband providers
‘may not block lawful websites,
or applications that compete
with their voice or video tele-
phony services;

No unreasonable discrimi-
nation: Fixed broadband pro-
viders may not unreasonably
discriminate in transmitting

lawful network traffic over a
consumer’s broadband Inter-
net access service. The no
blocking and no unreasonable
discrimination rules are sub-
ject to limited exceptions for
“reasonable network manage-
ment”

If we hope to keep Web-
based innovation and entre-
prencurship alive, a few big
guns should not be permitted
to muscle out all other play-
ers. T hope you will join me in
supporting the efforts of the
FCC and our representatives
in Washington to keep the
Internet equally accessible for
all.




News

Net neutrality ruling complicates US transition to IP
networks

The court's ruling raises questions about the FCC's authority to require VolP providers to compete
calls, carry all traffic

By Grant Gross, IDG News Service
April 16, 2014 02:27 PM ET

IDG News Service - The transition from copper-based telephone systems to IP networks in
the U.S. could become swept up in political fallout as the FCC figures out how to regulate
such networks in ways that will appease the courts.

A switch to IP-based networks has been progressing for years in the U.S., but a January
ruling by the U.S. Court of Appeals for the District of Columbia Circuit calls into doubt the
FCC's authority in several areas, such as prohibiting VoIP providers from degrading service
or blocking calls from competing carriers, and requiring them to offer service to all
customers who want it.

+ Also on NetworkWorld: Some customers aren't sold on US transition to IP networks +

And the technological changes are rekindling the debate over whether the FCC as an entity
should continue to exist at all, or at the least whether it needs a major transition itself.

"Should the commission have any ongoing role in communications networks, or does
somehow, the change in the technology make the FCC obsolete?" said Matt Wood, policy
director at Free Press, a digital rights group. "We'd say, clearly, it does not. Whatever the
technology is, the FCC still has a duty to make sure broadband telecommunications are
universally affordable and available and competitive.”

The IP transition, combined with the net neutrality ruling, puts several features of the
traditional telephone network, long taken for granted by customers, in doubt, said Harold
Feld, senior vice president at digital rights group Public Knowledge. After the net neutrality
ruling, "the FCC can no longer require VoIP providers to complete phone calls [and] can no
longer prohibit VVoIP carriers from blocking calls,” Feld wrote in a January blog post.

Some telephone customers in rural parts of the U.S. have complained in recent months
about dropped calls, and the problem could get worse in an IP transition, Feld said. Public
Knowledge, Free Press and some other consumer groups have called on the FCC to
reclassify broadband as a regulated, common-carrier service in an effort to restore its
regulatory authority, but a move by the FCC to reclassify broadband would trigger a long
and contentious battle with carriers.

"Post-IP transition, absent reclassification, the FCC would be unable to ensure that all calls
go through when you dial your 10-digit phone number," Feld wrote. "They could -- as they





can with net neutrality -- require companies to disclose if they are blocking calls or
otherwise 'managing' traffic in a way that degrades rural traffic."

Why switch?

In some ways, the switch from copper to IP, predicted to happen over the next five or six
years, should be relatively simple. Most carriers already offer voice-over-IP services, and at
some telecom carriers, two-thirds of voice customers have already cut the cord and
switched from traditional telephone service to mobile or VoIP service. Some technical
issues will come up, including how to transition old phone-based services like school fire
alarms and heart monitors, but the IP transition trials are designed to find and fix those
issues

Most telecom policy experts agree that it no longer makes sense for traditional telephone
providers to maintain IP networks and the old copper network, often called the PSTN, for
public-switched telephone network, used to deliver POTS, plain, old telephone service.

But the move to IP networks, jump-started in January with the FCC approving an AT&T
request to run copper-retiring trials, raises complex policy questions about the authority of
the FCC.

The appeals court decision on net neutrality came just two weeks before the FCC's
approval of IP trials, with the court throwing out the agency's net neutrality regulations
because of the FCC's own classification of broadband as an information service, not a
telephone-style, common-carrier service.

The appeals court gave the FCC a workaround, however. The court pointed the agency
toSection 706 of the Telecommunications Act, which gives the FCC broad authority to
ensure broadband deployment. That section of telecom law, the court said, could be used
as a hook to pass net neutrality rules.

Section 706 gives the FCC authority to protect customers on IP networks, the agency
contends. When asked about the impact of the net neutrality ruling on the IP transition, an
FCC spokesman pointed to a speech by agency Chairman Tom Wheeler in February.

"The FCC has the authority it needs to provide what the public needs -- open, competitive,
safe, and accessible broadband networks," Wheeler said then. "Indeed, that we have
authority is well-settled. What remains open is not jurisdiction, but rather the best path to
securing the public interest.”

Fundamental values

Some telecom legal experts, including Feld and Wood, aren't as sure. Some telecom
carriers, trade groups and free-market advocates are now questioning the FCC's regulatory
authority on IP networks, and the new attitude seems to be, "presto, no need for any more
commission oversight,” Wood said.





One FCC regulation in doubt is its obligations on incumbent telephone carriers to build out
their networks to serve all customers in a coverage area, Wood said. "If we're living in this
twilight zone where broadband is not technically a telecom service ... it's hard to know how
to enforce a build-out obligation," he added.

Public Knowledge has pushed the FCC to focus on five "fundamental" values supported by
the current phone system: universal service, interconnection, consumer protection, network
reliability, and public safety. The appeals court decision on net neutrality "particularly brings
interconnection and universal service to mind because that case focused on no blocking
and nondiscrimination rules, but they're not the only issues we're looking at in the phone
network transition," said Jodie Griffin, senior staff attorney there.

The court decision "raises pretty clear concerns that the FCC won't be able to implement
fundamental principles of the phone network like serving all users and connecting with other
networks," unless the FCC reclassifies broadband as a regulated common-carrier service,
she added. "So until the FCC uses its authority to call IP-based voice service
telecommunications service, the one thing it can't do to the post-transition phone network is
actually make it act like the phone network."

'Technology-anachronistic' rules

Still, some telecom experts say its time to retire some regulations along with the copper
networks. The FCC's common-carrier rules, some of which date back to a time when the
U.S. phone network was one giant monopoly, are outdated, some argue.

For example, the FCC's current interconnection rules are based on geography and no
longer make sense, said Jonathan Banks, senior vice president for law and policy at trade
group USTelecom. There are "lots of different providers of Internet backbone," making old
interconnection rules unnecessary, he said.

A lot of the current telecom regulations are "technology anachronistic,” added Larry
Downes, a tech policy-focused author and former tech law professor. The old rules were
"designed in every sense for the public switched network," he said in an email. "Despite
decades of accretions and barnacles, at the core of their DNA they assume both a technical
and business environment that no longer exists and definitely isn't part of the all-IP world."

Downes also pointed to old interconnection rules as one area the FCC should scrap in a
move to IP networks. "Interconnection is inherently about switched network technology,” he
said. "In the IP world, the relevant engineering is handled through peering."

Netflix has recently complained to the FCC about peering agreements, and cut a deal with
Comcast. But voice interconnection rules don't make sense when voice is just another
packet on the network, Downes said.






A VoIP (voice-over-Internet Protocol) network shouldn't be subject to any more provider
"mishandling” than other services, Downes added. "That makes sense to any engineer, but
it's a hard reality for regulators to swallow," he said. "At the heart of this conversation is an
implicit reality that in the all-IP world there is simply less of a need for close scrutiny by, and
prophylactic rules from, federal and state regulators, particularly rules put in place at a time
when there was only one network, operated by one carrier, which handled all (and only)
voice traffic."

AT&T asks for deregulation

For their part, AT&T executives generally say that customers should expect some level of
consumer protections in the transition to IP networks. The net neutrality ruling gives the
FCC "a lot of flexibility" to proceed with the transition and protect consumers, Bob Quinn,
AT&T's senior vice president for federal regulatory affairs, said during a February debate on
the transition.

"There's no doubt in the world that the FCC has the ability, they have jurisdiction over [IP-
based] information services," Quinn said then. The court decision "gives the FCC enormous
leeway to make sure that we can effectuate this transition, that the values that we come to
expect from ... POTS service are going to continue.”

But the company, in its November 2012 petition asking the FCC to approve IP network
trials, called for a range of deregulatory moves in the transition to IP networks. AT&T called
for the commission to end its rules requiring carriers to get permission to discontinue
service to communities, saying the rule doesn't make sense when the carrier is switching to
IP services.

Another set of rules that should be scrapped are service-obligation rules from the FCC and
state public service commissions, AT&T said, because some of those regulations prohibit
incumbent carriers from retiring the copper networks. The FCC should scrap its compulsory
service rules in exchange for voluntary service commitments from carriers that want
universal service subsidies, AT&T said.

The copper-to-IP "revolution necessitates an equally fundamental transformation of the
legacy regulatory framework," AT&T's lawyers wrote in a later FCC filing. "Today's rules
were designed for a voice-centric world in which [incumbent carrier] ILECs owned 99
percent of access lines, and there is no rational basis for sustaining them in a world where
ILECs have rapidly declining minority market shares and voice is becoming just one
applications among many riding over converged, data-centric networks."

Grant Gross covers technology and telecom policy in the U.S. government for The IDG
News Service. Follow Grant on Twitter at GrantGross. Grant's email address is
grant_gross@idg.com
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Neutrality, May It Please the Court

WHEELER DRAFT FOLLOWS D.C. CIRCUIT'S ADVICE ON RECRAFTING OLD RULES

BY JOHN EGGERTON

WASHINGTON — If the Federal Communications Com-
mission’s revised network-neutrality rule draft proposal
makes it into the rulebook, Internet-service providers could
conceivably negotiate for paid priority to reach consumers
via the so-called last mile.

They can already charge for Web traffic to the network —
witness the paid peering
deal Comcast and Net-
flix struck earlier this

TAKEAWAY

FCC chairman Tom Wheeler’s

year. attempt to draft network-

But cable operators
shouldn’t bank those
bucks quite yet.

neutrality rules that would
hold up in court could mean
that ISPs may still be allowed
to negotiate for paid priority.

FCC chairman Tom
Wheeler last week cir-
culated a draft Notice of Proposed Rulemaking on a new
version and legal backing for the FCC’s network-neutrality
rules. Those rules were remanded by the U.S. Court of Ap-
peals for the D.C. Circuit, which had signaled it would have
ahard time with the FCC disallowing any sort differentiat-
ed price or service offerings — like paid priority — without
reclassifying Internet access as a telecom service subject to
common-carrier rules.

Wheeler kept that reclassification option open last week
as he attempted to come up with rules that preserve an
open Internet and the FCC’s ability to defend that regime
in court.

Reclassifying Internet access as a Title 11 common-car-
rier service remains a nuclear option, but an FCC official
said repeatedly that was not part of the proposed new rules,
though it remained an option to be considered.

That official, speaking on background, pointed out that
there were currently no rules in place [except on the largest
cable operator, Comcast, thanks to conditions attached to
its acquisition of NBCUniversal], and that the goal was to
get the regulations back on the books and keep them there.

Cable operators did not oppose the initial compromise
rules, though they have argued they are unnecessary.

Wheeler pledged to have a vote on the new rules by the
end of the year.

One thing not in the proposal — which will likely please
cable operators — was anything on pre-empting state regu-
lation of municipal broadband. Wheeler has suggested that
might be part of a multi-pronged approach to preserving
broadband competition, but it won't part of this prong, at
least, an FCC official confirmed.

While the FCC would not ban paid prioritization — the
court said that was ano-no — it would apply a “commercial-

Harsh Words for Wheeler

WASHINGTON — FCC chairman Tom Wheeler's network-neutrality honeymoon is over.

Wheeler drew praise when he pledged to restore the rules remanded by a federal appeals court. But last week,
public advocacy groups and other net-neutrality supporters were beside themselves over initial reports of a draft
proposal that could allow ISPs to charge edge providers for enhanced access to individual subscribers.

Here is just a sampling of the collective angst, plus aresponse from the chairman:

Michael Weinberg, VP, Public Knowledge: “The FCC is inviting ISPs to pick winners and losers online. This is not
net neutrality. This standard allows ISPs to impose a new price of entry for innovation on the Internet”

Craig Aaron, president, Free Press: “With this proposal, the FCC is aiding and abetting the largest ISPs in their

efforts to destroy the open Internet”

Todd O'Boyle, program director, Common Cause’s Media and Democracy Reform Initiative: "Americans were
promised — and deserve — an Internet that is free of toll roads, fast lanes and censorship, corporate or govern-

mental. If Wheeler's rules deliver anything less, that would be a betrayal

"

David Segal, executive director, Demand Progress: “These proposed rules would undermine the Open Internet
by allowing Internet-service providers to extort fees out of Web platforms”

Sen. Bernie Sanders (I-Vt.): "Under this terribly misguided proposal, the Internet as we have come to know it
would cease to exist and the average American would be the big loser. “We must not let private corporations
turn bigger and bigger profits by putting a price tag on the free flow of ideas!

Writers Guild of America East: "Permitting the key corporate players in the digital world to favor content
based on the ability to pay throws the concept of neutrality directly under the bus”

FCC chairman Tom Wheeler: “There are reports that the FCC is gutting the Open Internet rule. They are flat out

wrong”

— JohnEggerton

| MULTICHANNEL NEWS | APRIL 28, 2014 | multichannel.com

FCC chairman Tom Wheeler's draft of proposed network-neu-
trality rules was panned by open-Internet advocates.

ly reasonable” standard that takes into account a variety of
factors including potential harm to consumers, competi-
tion, investment or innovation. That would allow it to dis-
allow anti-competitive fast lanes, but allow for prioritizing
remote heart monitors, for example.

Wheeler took to the blogosphere to make clear what ISPs
could and couldn’t do under the proposed new rules.

« “All 1SPs must transparently disclose to their subscrib-
ers and users all relevant information as to the policies that
govern their network;

« “No legal content may be blocked; and

« “ISPs may not act in a commercially unreasonable man-
ner to harm the Internet, including favoring the traffic from
an affiliated entity.”

The proposal still drew heavy criticism from public advo-
cacy groups (see sidebar), who argued it was network neu-
trality in name only and will raise prices on services such as
Netflixand HBO GO, which can afford to pay a toll, and dis-
courage innovative edge players who can't.

It was called a “politically interesting choice” by one FCC
staffer, given that the political right doesn't like that Wheeler
is reimposing network-neutrality rules at all, while the left
isn’t likely to approve of even the hint of allowing paid pri-
ority and its evocation of fast and slow lanes.

But the proposed rules will also reimpose the no-block-
ing rule essentially verbatim, provide for a baseline of ser-
vice that must be provided to all broadband subscribers, and
reinstitute that review process for anticompetitive conduct,
combined with enhanced disclosure for network-manage-
ment practices.

That enhanced disclosure could provide the FCC with
a chance to shine a light on any practices those unhappy
advocacy groups are concerned about, and perhaps build a
case for more rules over time.

Netflix, which struck such a paid peering agreement with
Comcast, has argued that practice has network neutrality
implications, but peering is an interconnection issue out-
side the scope of the rules, the FCC official said, and will
not dealt with in the NPRM.

But the chairman has said peering and interconnection
are fundamentals of his so-called “network compact,” so the
FCC could still address it in that context.

The chairman plans a vote on the item at the May 15
meeting. Q




Partners to Be ‘Essential’ |

In Comcast’s Broadband Plan
ALLIANCES COULD HELP LOW-INCOME HOMES GET ACCESS
* Net Expectations

80

; 70“/0
65%

60

syuapuodsal gj 1seawod Iy

| 210j2G 21AIBS
| 3owss3uj swioy aaey J0u pip oym asoy

sjuspucdsa) 31 35eIW0) Iy

210424 81AIBS 35113 U] BUIOY DARY JOU PIP OYM 3SOY ]
s3uapuodsal 3] 1SENUOY Y

|
|

" Banks/Other
Financial Institutions

Schools

BY GARY ARLEN

A report accompanying Comcast’s plan to expand its “Internet
Essentials” service provides a roadmap for the cable giant to win
friends and influence people in both long-term business develop-
ment and near-term lobbying for the Time Warner Cable merger.

The Essentials of Connectivity
report quietly surfaced as part
of last month’s announcement
that the Comcast Technolo-
gy Research & Development
Fund will continue to fund “in-
definitely” its Internet-adop-
tion program for low-income
households, as Comcast exec-
utive vice president David Cohen described the cable company’s

TAKEAWAY

Comcast’s plans to expand its
Internet Essentials low-cost

broadband project could help
the MSO in its lobbying for
a merger with Time Warner
Cable.

“Signature community investment priority.”

In the 35-page report, subtitled Playbook for Expanding Broad-
band Adoption and Use in America, researcher John Horrigan spe-
cifically noted that financial institutions, health and insurance
organizations, government agencies and schools increasingly ex-
pect people to able to connect to digital services.

Although the extensive study is not specifically tied to the
Time Warner Cable merger plan, the timing of its release sug-
gests that Comcast has added another weapon to its arsenal of
lobbying tools. Comcast declined to discuss how it will use the
data from Horrigan’s study, which looked at current and future
uses for the Internet Essentials program.

Most significantly, Horrigan found, low-income users are aware
that organizations with which they have relationships “expect”
them to have home Internet access. That finding suggests that
banks, insurance companies, health and other corporate suppliers
could be recruited to advance such home broadband connectivity.

“Next-generation Internet applications will impact
more and more corners of our lives, and many of them ...
have intense public purpose” and a need for “leadership,”
Horrigan concluded, echoing arguments he advanced
when he was a senior researcher for the Federal Commu-

Multichannel News - April 28, 2014
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nications Commission’s National Broadband Plan in 2o010.

“This must come not only from government — at all levels —
but also the private and philanthropic sectors,” he added.

Horrigan further acknowledged that “institutions are impor-
tant drivers in encouraging non-broadband users to purchase
service,” singling out schools as having a “preeminent role.”

The frequent references to corporate involvement in broad-
band deployment are underscored by data about the extent to
which Internet Essentials users already see their day-to-day ac-
tivities moving to broadband delivery.

The study found that 65% of Internet Essentials users believe
banks and other financial institutions expect them to have online
access to their accounts, and 53% think health insurance compa-
nies have similar expectations. About half of the users also antici-
pate that employers and government agencies will expect them to
have such broadband access, although no date is specified.

Even Comcast’s customers who had never had Internet access
in their homes before the Internet Essentials program began had
expectations only slightly lower than their more broadband-sav-
vy peers, Horrigan’s research found.

Although the study does not specify a plan for recruiting
local institutions to support or subsidize online access, Horrigan
said he believes many organizations will see value in any process
that enables more customers to maintain digital connections.

“Technology pull’ is better than ‘technology push” to expand
participation, Horrigan said at a small broadband seminar in
Washington, D.C., when the study was released.

He also said users — especially new users on the other side of
the “digital divide” — “need to trust” suppliers.

Horrigan, who has conducted similar research at the Pew Re-
search Center, Technet and the Joint Center for Political and
Economic Studies, worked with a research agency to conduct
phone interviews with nearly 2,000 Internet Essentials custom-
ers around the country early this year.

“As institutions increasingly integrate online means into how
they deliver their services, they should partner with existing broad-
band adoption initiatives, such as Comcast IE, to encourage service
adoption among client populations,” the report recommended. O




Pay TV subscriptions expected to rise
through 2019

9:19 a.m. EDT April 15, 2014

For the pay-TV industry, 2013 was a down year. But pay-TV providers can look forward
to growth in the next five years.

Subscriptions dropped less than 1% in 2013 — the first decline for providers. But homes
that subscribe to pay TV are expected to grow annually from 2014 to 2019, increasing
from about 101 million to 103.2 million, according to a new report out today from Strategy
Analytics.

Better pay-TV services that incorporate Net TV content providers such as Netflix and
deliver improved on-the-go content viewing will help drive increased subscriptions, the
research firm says. And more homes will opt for pay TV from telecom providers such as
AT&T and Verizon.

That explosion of choice — in TV delivery and programming — puts the onus on viewers,
says Joel Espelien of The Diffusion Group. "You have to be so much more of a
sophisticated consumer," he says, "because these services are part-technology, part-
user interface and part-original content.”

But even double-digit increases in sophisticated Internet-based pay-TV services cannot
prevent the pay-TV household penetration rate from falling slightly — from about 81% in
2013 to about 78% in 2019. Contributing to the decline: cord-cutting homes and new
homes that don't get pay TV.

"Going forward, we do see modest growth in pay TV subscriptions,” says Strategy
Analytics analyst Eric Smith. "It's just not fast enough to keep pace. There's price
pressures on people and there's new options that people are giving a chance.”

This isn't the first signal that pay-TV subscriptions fell in 2013. Last month, research firm
SNL Kagan reported a decline of about 251,000 in 2013. But this new report suggests
that even more subscriptions were lost, about 588,000.

Age can play a part in pay-TV's appeal, according to Forrester Research. While only 6%
of all online adults have cut the cord in favor of Net-delivered video, the amount of cord
cutters rose to 10% when results were narrowed to 18-to-24-year-olds.





There's another 14% of those ages 18 to 24 who are thinking seriously about cutting the
cord, Forrester found. Among all online adults, 9% are considering it.

"With the new generation not being as tied down to pay TV, there's some
experimentation going on," Smith concurs.

Remember getting your TV via an antenna? Many cord-cutting homes are turning to that
classic tech gadget to pick up local TV broadcasts to supplement Internet TV offerings,
he says. Homes using antennas rose to 21.5 million in 2013, up 7% from 2012.

A growing trend in Canada and Europe of pay-TV providers aligning with Netflix and
other services to make it easier for subscribers to see House of Cards and other content
will likely become more common in the U.S., Smith says.

The expected merger of Comcast and Time Warner Cable could result in more
subscriptions. Comcast's Xfinity platform, which gives users increased flexibility in
watching on-demand TV on devices outside the home, "may drive more interest in having
pay TV," he says.

USA Today — April 15, 2014






STELA Reauthorization: Unclean, Unclean

By: John Eggerton

WASHINGTON — Sen. Jay Rockefeller (D-W.Va.) wasn’t sounding like
someone ready to pass a clean STELA reauthorization for the sake of avoiding
debate about the state of the video marketplace, a debate that in the past has
led to a lengthy, contentious process.

A lengthy process would be OK with MSOs, if it results in some reform in
retransmission-consent payments.

In advance of last week’s hearing on reauthorization of the Satellite Television
Extension and Localism Act, Rockefeller, chairman of the Senate Commerce
Committee holding the hearing, said that no “final path” for STELA had been
determined. “I have learned from my long tenure on this committee that we
should seize opportunities that present themselves, not take a pass for another
day,” he said.

On the House side, Republican leadership has been aiming for a relatively
clean STELA bill, deciding to deal with other issues in a broader look at
Communications Act reform. STELA has to pass by the end of the year, or it
sunsets.

STELA is the law granting satellite operators a blanket license to deliver
distant network-affiliated TV stations to subscribers who can’'t get a viewable
signal from their inmarket affiliate. It also renews the FCC’s authority to
mandate good-faith bargaining in retrans negotiations.

“Dealing with these issues will require the committee to take a close look at
today’s video market, ask tough questions, and ultimately we may have to
make hard choices that may upset incumbent interests,” he said.

Rockefeller doesn’t have “another day,” as he has announced he will not run
for re-election.





Perhaps Sen. Claire McCaskill (D-Mo.) probably put it best when she said:

“Buy a lottery ticket if you think STELA will sail through the Senate.”
- See more at: http://www.multichannel.com/news/news-articles/stela-

reauthorization-unclean-unclean/373652#sthash.zZIEcMUVp.dpuf
Multichannel News — April 7, 2014







Supreme Court to hear TV broadcasters' case
against video service Aereo

Article by: VERA BERGENGRUEN , McClatchy News Service
Updated: April 21, 2014 - 9:16 PM

hide
FILE -- Rows of miniature antennae, each belonging to a subscriber to Aereo, a cable alternative, at a

warehouse in New York, Aug. 31, 2012. Broadcasters asserted that Aereo, a start-up that streams free signals
of TV stations to its customers’ Internet-connected devices for a fee, is stealing from the broadcast networks
giant scale, in a filing with the Supreme Court on Feb. 24, 2014. (Kirsten Luce/New York Times

WASHINGTON — Tuesday’s Supreme Court showdown pitting start-up video service Aereo against
U.S. broadcasters has everyone from the White House to cloud computing advocates filing briefs
and taking sides.

All parties agree on one thing: No matter what the court decides, it's likely to be a landmark
copyright case with implications far beyond one company’s future — from the way you pay for
television to whether your use of Google Drive will be affected.

Broadcasters including ABC, NBC, CBS and Fox have been trying to shut down Aereo since the
service launched in 2012, claiming it steals their copyrighted content.

Aereo lets users stream and record live over-the-air TV to their computers, phones and tablets by
providing them with dime-sized antennas and online “cloud” storage. For a monthly fee, subscribers
can watch local programming including news, weather and live events such as the Olympics and the
Oscars.

For many so-called cord cutters, Aereo provides the missing piece that, in addition to services such
as Netflix and Hulu, makes it possible to ditch pricey cable TV packages.

“Before cutting the cord, | had to call the cable company every couple of months and painfully
negotiate the bill,” said Cherie Gary, a marketing communications specialist who uses Aereo in
Dallas.





Gary said her household is saving more than $90 a month and receives triple the programming by
supplementing Aereo’s local TV with content from Amazon Prime and Roku.

“l smiled when | drove to the cable company to turn in the DVR, and I've never looked back,” she
said. “I hope our Supreme Court justices are smart and the cable companies don’t win.”

Aereo’s service is tailored to the growing number of American consumers who, like Gary, prefer to
patch together cheap Internet services instead of relying on traditional TV packages.

“There is a generation of people today who are picking and choosing their own media experience,
that does not want to be dictated to,” said Virginia Lam, Aereo’s vice president of communications
and government relations.

“Every American has the right to watch over-the-air broadcast TV for free over an antenna, and right
now there is an artificial paywall that confines you to paying for bundle access,” she said. “Aereo just
provides consumers with an alternative in a marketplace that has not had a lot of choice or
competition in the past.”

Broadcasters want Aereo to either pay them the same fees they receive from cable providers or shut
down. If it loses in the high court, Aereo CEO Chet Kanojia has said, the company will close.

The service was forced to close in Salt Lake City and Denver when a Utah federal court ruled
against it in February.

Broadcasters have good reason to be concerned. If the court rules that Aereo’s service is legal, that
will endanger the hefty retransmission fees they receive from cable companies to distribute their
programming. Fox and CBS executives have threatened to move programming off the air and into
subscription-only services.

“If the government wants to give them permission to steal our signal, then we will come up with
some other way to get them our content and so get paid for it,” CBS Chief Executive Leslie Moonves
said at an investors meeting last month.

The Obama administration has sided with the broadcasters, saying in a brief that Aereo is “clearly
infringing” on the networks’ copyright.

Cloud computing advocates say the repercussions of this case are bigger than the company, and
even bigger than the future of broadcast TV: They may affect online services that millions use every
day.

Technology groups fear that a ruling against Aereo might stifle innovation and cause legal problems
for popular apps such as Google Drive, iCloud and Dropbox. They say that by defining what makes
Aereo a public performance and therefore illegal, broadcasters are unintentionally describing how
users access files stored in the cloud.
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The Internet of the future will look a lot
like TV

John Shinal, Special for USA TODAY?2:28 p.m. EDT April 4, 2014

SAN FRANCISCO — Almost half a century after the first e-mail crashed the
communication link between the computer science department at UCLA and the Stanford
Research Institute, the Internet stands at a tipping point.

So how did it get there?

The first time | heard about the world wide network was back in 1986, from an instructor
in an undergraduate elective course | took called Introduction to COBOL Programming.

The instructor had been a systems analyst in the U.S. Air Force, and it was there that
he'd learned about a research project begun in the late 1960s by the Advanced Projects
Research Agency, a skunkworks unit of the U.S. Department of Defense.

The goal of that project was to build a redundant, decentralized data network that could
survive multiple points of failure in the communication infrastructure over which it ran.

While it was first used by computer science academics to send each other code and e-
mails — and soon of interest to military leaders worried about an enemy nuclear missile
strike — it wasn't long before a much wider swath of people realized it could do much
more.

One day during that elective course, as | was waiting for one of my programming projects
to print out from a machine that was about the size and shape of a small kitchen stove,
my instructor said something interesting.





"The universities have the Internet now, but eventually it will be controlled by AT&T," the
late Paul Hewitt said then, as we sat near a corner of a sealed room on the top floor of
the St. Mary's University academic library.

That conversation took place four years after the U.S. Supreme Court had broken up
AT&T's monopoly on American data communication services, creating seven regional
U.S. rivals, dubbed the Baby Bells.

And it was a few years before Tim Berners-Lee, Marc Andreessen and others developed
key software breakthroughs that gave birth to a commercial, consumer World Wide Web
running over the Internet.

Now, after a wave of telecom consolidation at the turn of the 20th century, only two of
those original seven Baby Bells remain, in the form of Verizon and the reconstituted
AT&T.

Along with a handful of giant cable providers and satellite giants, less than a dozen
companies control the overwhelming majority of U.S. Web traffic.

In the fourth quarter of last year, the number of TV-style commercials on digital
entertainment delivered to U.S. high-speed Internet subscribers of those companies
roughly equaled the number of pieces of content they appeared next to.

Moreover, Web-based video ads, and the TV shows, live events and movies that they are
paired with, are growing in lock step at roughly 30% a year.

In other words, a network that began as a way for computer scientists to communicate is
already half-commercialized, as Hewitt predicted to me 28 years ago.

With both business and consumers willing to pay for a broad array of products and
services, the Internet has become the world's first global medium for delivering news and
entertainment.

Not surprising, then, that it's started to look a lot like television — a medium that in the
U.S. is overwhelmingly commercial (save for PBS and local public access channels,
home of the original video bloggers).

Soon, it will likely be far more so.

A U.S. federal court ruling in January, which struck down rules concerning how Web
traffic and capacity are priced, has already begun spurring a new wave of telecom
consolidation, such as Comcast's $45 billion bid for rival Time Warner Cable.





The Internet, already half-commercialized, has just been further deregulated.

Given its history and current data traffic trends, if there are going to be public spaces on
the Internet of the future, online consumers may have to work hard indeed to find them.

John Shinal has covered tech and financial markets for 15 years at Bloomberg,
BusinessWeek, the San Francisco Chronicle, Dow Jones MarketWatch, Wall Street
Journal Digital Network and others. Follow him on Twitter: @johnshinal.
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The Outlook for Cable Stocks

MSOs Seen As Surpassing Satellite In Key ROIC Metrica4/21/2014
8:00 AM Eastern

By: Mike Farrell
TakeAway

While cable stocks have quieted down in the wake of the
Comcast/TWC merger announcement, the sector’s return on
iInvestment capital is expected to outperform the satellite sector by
2017.

After an unprecedented run over the past several years, fueled mainly by deal
speculation, cable stocks have begun to pull back in the wake of the
Comcast/Time Warner Cable merger announcement.

But as the consolidation frenzy has died down, some believe the sector still has
room for growth, based on a return to fundamentals.

In a 104-page report, Moffett Nathanson principal and senior analyst Craig
Moffett detailed how cable is providing strong returns on invested capital
(ROIC). And though the satellite sector was in front by a wide margin in 2013,
the picture should change dramatically over the next three years.

Strong broadband growth and improving video customer losses will help cable
operators edge out satellite companies in terms of ROIC by 2017, the report
said.

“The question mark here is regulatory,” Moffett wrote. “The past 10 years have
been about the capital markets figuring out that cable’s infrastructure is
dominant. The next 10 years will be about Washington figuring out that
cable’s infrastructure is dominant.”

ROIC is a fairly simple calculation — net operating profit less adjusted taxes
divided by total invested capital, or the money needed to run the business.





Basically, ROIC shows just how much investors get back for every dollar a
company spends on capex. So a company with a 35% ROIC basically gives
investors back 35 cents for every dollar spent on capital expenditures.

The satellite sector — mainly DirecTV and Dish Network — had an industry-
average ROIC of 33.4% last year, well ahead of cable’s 19%, according to
Moffett. The gap is a bit narrower when Comcast’s NBC Universal
programming arm is taken out of the mix; without NBCU, the cable sector
ROIC in 2013 was about 24.5%.

The satellite sector also came out on top in terms of individual company
performance. DirecTV’s ROIC was 36.9% in 2013, and Dish was close behind
with a 27.3% ROIC.

In the cable sector, Comcast (minus NBC Universal) led its competitors on a
ROIC basis — 32.6%, according to Moffett, followed by TWC (19.9%),
Cablevision (15.4%) and Charter (14.5%).

While ROIC valuations are nothing new, they have taken a back seat to other
valuation metrics as a growing deal frenzy swept the stocks over the past two
years.

The four publicly traded cable operators gained 116% in value between Dec.
30, 2011, and Dec. 31, 2013, a run that was characterized primarily by a belief
that the industry was poised for another round of consolidation. But that run
has tapered off in the weeks following No. 1 MSO Comcast’s $69 billion offer
for No. 2 Time Warner Cable. Cable stocks have fallen about 8% since the Feb.
13 announcement, and Moffett said he believes now is the time for investors to
focus on fundamentals.

“Judging by the performance of Charter and Cablevision post the
Comcast/TWC deal, | would say the air has come out of the M&A balloon,”
said Pivotal Research principal and senior media & communications analyst
Jeff Wlodarczak. Those stocks are down 14.2% and 4.4%, respectively, since
Feb. 13. Although M&A can’t be totally written out of valuations, Wlodarczak





added that he believes investors “will start to focus on fundamentals,”
especially at Charter.

Noting that because falling equipment costs, added efficiencies from upgraded
plant and the movement of functionality to the cloud have lowered capital
costs, Wlodarczak said, “I would argue, despite rising programming costs, that
returns are getting better.”

But he added it is important to view those returns in context: “For example,

Charter is in investment/RGU growth mode, so they are likely to temporarily
look worse.”

Moffett agreed, adding that it makes sense that a company in the early growth
stages would have a depressed ROIC.

“If [Charter’s] plan works as promised, their ROIC should rise nicely over the
next few years,” Moffett said in an email message.
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UPDATE: WGAW Says Comcast-Charter Deal
Creates A ‘Cable Cartel’

By DAVID LIEBERMAN, Financial Editor | Monday April 28, 2014 @ 3:25pm EDTTags: Charter
Communications, Comcast, Time Warner Cable

2ND UPDATE, 12:25 PM: The WGA West has weighed in on the divestiture plan
between Comcast and Charter — and it isn’t mincing words. Here’s the guild’s just-released statement —
judge for yourself: “Today’s announcement from Comcast would, in essence, lead to the creation of a three-
company cable cartel. Masquerading as subscriber divestitures, the agreement with Charter brings together the
three largest cable providers, who account for 38% of cable subscribers and 45% of Internet subscribers. The
decision of these three powerful companies to divide markets and share ownership of subscribers through a new
publicly traded corporation is unprecedented and adds to the mounting evidence against the Comcast-Time
Warner Cable merger.”

UPDATED: Looks like Charter will become the cable king of middle America, while Comcast tightens its hold
on major markets, in this morning’s deal. Comcast will pick up Charter systems in California, New England,
Tennessee, Georgia, North Carolina, Texas, Oregon, Washington and Virginia. Meanwhile, Charter will acquire
Time Warner Cable franchises in Ohio, Kentucky, Wisconsin, Indiana, and Alabama — and manage others in
Michigan, Minnesota, Indiana, Alabama, Eastern Tennessee, Kentucky and Wisconsin that it will partly own in
a new Comcast spinoff company. Here’s the map the companies released showing holdings for Charter and the
new Charter-managed spinoff from Comcast (for now referred to as “SpinCo™) after the deal, which CEO Tom
Rutledge says will make his company No. 1 in 10 states.

PREVIOUS, 3:18 AM: The terms pretty much match earlier reports about the companies’ discussions.
Assuming the feds approve Comcast’s $45B acquisition of Time Warner Cable, the cable giant would: (1) Sell
systems with 1.4M TWC subs to Charter, making it the No. 2 operator. (2) Swap with Charter systems that
include 1.6M subs. (3) Create a spinoff company with 2.5M subs that would be 33% owned by Charter. “The
realignment of key cable markets achieved in these transactions will enable Comcast to fill in our footprint and
deliver operational efficiencies and technology improvements,” Comcast CEO Brian Roberts says. While the
companies didn’t put a dollar value on the deals, analysts have estimated it at about $20B. Comcast and Charter
will disclose more info later this morning in a call with analysts.





Here’s their release:

Philadelphia and Stamford — April 28, 2014 — Comcast Corporation (Nasdag:
CMCSA, CMCSK) and Charter Communications (Nasdaq: CHTR) today announced that the companies have
reached an agreement (the “Agreement”) on a series of tax-efficient transactions, whereby the combined
Comcast-Time Warner Cable entity, following completion of Comcast’s previously announced merger with
Time Warner Cable, will divest systems resulting in a net reduction of approximately 3.9 million video
customers. The divestiture follows through on Comcast’s willingness to reduce its post-merger managed
subscriber total to less than 30 percent of total national MVPD subscribers, while maintaining the compelling
strategic and financial rationale of its proposed merger with Time Warner Cable.
Pursuant to the Agreement, and following the close of the Comcast-Time Warner Cable merger, Charter will
acquire approximately 1.4 million existing Time Warner Cable subscribers, increasing Charter’s current
residential and commercial video customer base from 4.4 million to approximately 5.7 million, and making
Charter the second largest cable operator in the United States.[1] Charter and Comcast will also each transfer
approximately 1.6 million customers respectively. In addition, Charter, through a tax free reorganization, will
form a new holding company (New Charter) that will own 100% of Charter, and acquire an approximate 33
percent stake in a new publicly-traded cable provider to be spun-off by Comcast serving approximately 2.5
million customers (“SpinCo”). Charter will provide management services to SpinCo. In aggregate, today’s
announced transactions will significantly enhance Charter’s scale and improve both companies geographic
footprint, driving operational efficiencies for Comcast, Charter and SpinCo.

The Agreement has been approved by the Boards of Directors of both companies and Time Warner
Cable’s Board has consented to the Agreement as required under the Comcast-Time Warner Cable
merger agreement.

The Agreement will be executed via three separate transactions, which are subject to the completion
of the proposed Comcast-Time Warner Cable merger:

1. Comcast will divest Time Warner Cable systems serving approximately 1.4 million existing Time Warner
Cable customers directly to Charter for cash. Charter expects to fund the purchase with proceeds from debt, and
to have approximately a 5 times debt to EBITDA leverage ratio at closing.

2. Comcast and Charter will transfer assets serving approximately 1.6 million existing Time Warner Cable
customers and 1.6 million Charter customers in a tax-efficient like kind exchange, improving the geographic
presence of both companies, leading to greater operational efficiencies, improved technology deployment and
enhanced customer service.

3. Comcast will form and spin off to its shareholders a new, independent, publicly-traded company
that will operate systems serving approximately 2.5 million existing Comcast customers. Comcast
shareholders, including the former Time Warner Cable shareholders, are expected to own





approximately 67 percent of SpinCo, while New Charter is expected to directly own approximately 33
percent of SpinCo. SpinCo expects to incur leverage of approximately 5 times estimated pro-forma
EBITDA, and New Charter will then acquire its interest in SpinCo by issuing New Charter stock to
Comcast shareholders (including former Time Warner Cable shareholders). SpinCo’s nine-member
Board of Directors will include six independent directors and three directors designated by Charter.
Comcast will hold no ownership interest in SpinCo (or Charter) and will have no role in managing
SpinCo.

The transfer of systems, asset purchase and SpinCo acquisition will be valued at a 7.125 times 2014
EBITDA multiple (as defined by the parties), and Charter will make additional payments to Comcast
over time as tax benefits from the asset sale are realized.

As a result of these transactions, following the completion of the merger between Comcast and Time
Warner Cable, Comcast’s managed residential subscribers will be below 30 percent of the total MVPD
subscribers in the United States, and approximately the same market share as Comcast’s subscriber
base after its completion of both the 2002 AT&T Broadband transaction and the 2006 Adelphia
transaction — and Charter’s subscriber base will increase by 1.4 million to a total of 5.7 million.
Comcast has reaffirmed that, after taking into account the transactions with Charter, it continues to
expect its merger with Time Warner Cable to generate approximately $1.5 billion in operating
efficiencies. Comcast shareholders will receive meaningful value with shares in New Charter, as well
as new shares in SpinCo. In addition, Comcast intends to use proceeds from these transactions to reduce
its debt in a leverage-neutral manner and expand its share buyback program.

“Today’s Agreement follows through on our willingness to divest subscribers, while also marking an
important step in our merger with Time Warner Cable,” said Brian Roberts, Chairman and Chief
Executive Officer, Comcast Corporation. “These transactions enable us to deliver meaningful value to
our shareholders. The realignment of key cable markets achieved in these transactions will enable
Comocast to fill in our footprint and deliver operational efficiencies and technology improvements. We
look forward to working with the management teams at Time Warner Cable, Charter and the new entity
to close these transactions and ensure a smooth transition for the customers and employees of all
companies.”

“Charter’s new customers will benefit from our philosophy of providing highly valued products,
featuring enhanced on-demand, interactive video and increased broadband speeds, all in a simplified
package designed to provide better value and service,” said Tom Rutledge, President and Chief
Executive Officer of Charter Communications. “The transactions announced today will provide
Charter with greater scale, growth opportunities and improved geographical rationalization of our cable
systems, which in turn will drive value for shareholders and more effective customer service. And
through our meaningful ownership in and board representation at SpinCo, we can help it achieve
similar market share growth in the markets it serves.”

The transactions are subject to a number of conditions, including the closing of the Comcast-Time
Warner Cable merger, receipt of Hart-Scott-Rodino, FCC and other required regulatory approvals,
Charter shareholder approval, and various other matters.

J.P. Morgan and Paul J. Taubman acted as financial advisors to Comcast and Davis Polk & Wardwell
LLP and Willkie Farr & Gallagher LLP are its legal advisors.

Goldman Sachs and LionTree Advisors are serving as lead financial advisors to Charter in connection with this
transaction. Guggenheim Securities is also a financial advisor to Charter. BofA Merrill Lynch, Credit Suisse,





and Deutsche Bank Securities Inc. are also financial advisors to Charter, and together with Goldman Sachs, are

leading the financing for the transaction. The law firms Wachtell, Lipton, Rosen & Katz and Kirkland & Ellis
LLP are also representing Charter
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Video Competition: Three Talking
Points

4/07/2014 10:30 PM Eastern

By: John Eggerton

WASHINGTON — The Federal Communications Commission has said that
while the video marketplace had changed, it has yet to conclude just what that
means in terms of competition.

The context was broadcasting, and the agency said it would seek comment
from stakeholders on its tentative conclusions about the need for continuing
ownership regulation.

But it doesn’t have to wait around for those to get a read on how the major
stakeholders feel about the state of video competition.

On a separate track, the FCC has collected information on its annual state of
the video marketplace report, as mandated by the 1992 Cable Act.

Here are those assessments at a glance:

National Cable & Telecommunications Association: The NCTA is
starting to sound like a broken record, but that is because cable’s share of the
marketplace has been declining for years without a resulting notation from the
FCC that competition is “intense, dynamic, and irreversible,” as the NCTA said
in its filing.

“For many years, [the] NCTA has shown and asserted in these video
competition proceedings that competition in the video programming
marketplace is flourishing,” it told the commission. “By now, this has become





not only an obvious truism but an understatement that fails to convey the
breathtaking changes that are taking place literally every day.”

The NCTA does not recommend any actions beyond making a lengthy case for
why it believes the integrated set-top ban needs to go ASAP.

National Association of Broadcasters: The NAB’s focus in the video
report is on making the case TV stations are still important players, not a
surprise given the red-headed step child status they feel relegated to by the
FCC’s incentive auction plans. The NAB asks for relief from ownership and
attribution rules, but that is a long shot with the current FCC.

It also talks about a competitive marketplace, but interestingly with
broadcasting as the relevant marketplace, distinct from cable. “Broadcasting is
a highly competitive segment of the video marketplace, especially as compared
to the MVPD industry,” the NAB said. Broadcasters’ defense of the
marketplace has recently focused on an assault against cable, part of the
ongoing fight over retransmission consent reform.

Consumer Electronics Association: The CEA is an equal opportunity ox-
gorer, taking aim at multichannel video programming distributors and
broadcasters alike.

It has criticized policies that favor MVPD leased access devices and has been
fairly dismissive of broadcasters as a competitive force.

The CEA has said that according to its own figures, only 7% of households rely
on an antenna exclusively, and of those, more than one-third have broadband

access, and therefore have that video alternative
- See more at: http://www.multichannel.com/news/news-articles/video-

competition-three-talking-points/373653#sthash.qvU3ZK51.dpuf
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Wall Street Wary of Comcast-TWC

Conditions

Analyst Blames D.C. Uncertainty for Stock Hit4/07/2014 10:30 AM
Eastern

By: John Eggerton

TakeAway

One major cable-sector analyst said Wall Street is “skeptical” that
the Comcast-Time Warner Cable merger will get approved without
onerous conditions.

WASHINGTON — Comcast is widely expected to have to take on a load of
merger conditions if it is to get Time Warner Cable, but how many are too
many for Wall Street?

Craig Moffett, senior research analyst at MoffetNathanson Research, is among
those who've noted that Comcast’s stock has been underperforming the
market since the proposed $69 billion merger with TWC was announced in
February. He said he believes Wall Street is “skeptical” that approval
conditions from the Justice Department and Federal Communications
Commission would be sufficiently modest to make the benefits outweigh the
costs.

Comcast has already promised to spin off 3 million customers to keep its post-
merger rolls below the FCC’s old 30% cap on total U.S. pay TV subscribership.
The U.S. Court of Appeals for the D.C. Circuit remanded that cap back to the
agency in 2009 (following a legal challenge by Comcast), effectively allowing it
to sunset. But Comcast can argue that 30% is a level the FCC has already said
was allowable, and that was before the ramp-up of satellite, telco and online
competition.

Comcast has also pledged to boost its Internet Essentials program supplying
low-cost broadband to lowincome homes with kids. The biggest U.S.
broadband provider also will pledge to abide by network-neutrality rules, even
while the FCC’s rules remain in limbo.





Moffett said in a note to investor clients that those promises were already
understood to be the price of entry.

What investors were unsure of was what else Comcast might have to agree to.

If there winds up being a laundry list of conditions, that will clearly put a
thumb or two on the cost side.

Then there are the hidden costs, or what Moffett called “concessions” that
masquerade as negotiations. Not regulatory costs exactly, but like regulatory

costs, once removed
- See more at: http://www.multichannel.com/news/transactions/wall-street-

wary-comecast-twc-conditions/373651#sthash.13beas55.dpuf
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