WILLKIE FARR & GALLAGHER v 1875 K Sereet, NV,

Washington, DC 20006-1238

Tel: 202 303 1000
Fax: 202 303 2000

REDACTED - FOR PUBLIC INSPECTION

April 3, 2015

VIA ELECTRONIC FILING

Marlene H. Dortch, Secretary

Federal Communications Commission
445 Twelfth Street, S.W.

Washington, D.C. 20554

Re:  Applications of Comcast Corp., Time Warner Cable Inc., Charter Communications,
Inc., and SpinCo for Consent to Assign or Transfer Control of Licenses and
Authorizations, MB Docket No. 14-57
REDACTED - FOR PUBLIC INSPECTION

Dear Ms. Dortch:

Comcast Corporation hereby submits a redacted, public version of the enclosed ex parte letter.
The [[ ]] symbols denote where Confidential Information has been redacted, and the {{ }} symbols
denote where Highly Confidential Information has been redacted. A Highly Confidential version of
the letter has been submitted to the Office of the Secretary, and will be made available for inspection
pursuant to the Second Amended Modified Joint Protective Order in this proceeding.

Please contact the undersigned should you have any questions regarding this matter.

Respectfully submitted,

[s/ Erancis M. Buono
Francis M. Buono
Counsel for Comcast Corporation

Enclosures

! Applications of Comcast Corp. and Time Warner Cable Inc. for Consent to Assign or Transfer Control of Licenses

and Authorizations, Second Amended Modified Joint Protective Order, 29 FCC Rcd. 13799 (2014) (“Second Amended
Modified Joint Protective Order”).
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April 3, 2015

VIA ELECTRONIC FILING

Marlene H. Dortch

Secretary

Federal Communications Commission
445 12th Street, S W.

Washington, D.C. 20554

Re:  Applications of Comcast Corp., Time Warner Cable Inc., Charter
Communications, Inc., and SpinCo for Consent to Assign or Transfer Control
of Licenses and Authorizations, MB Docket No. 14-57
REDACTED - FOR PUBLIC INSPECTION

Dear Ms. Dortch:

On April 1, 2015, Steven Croney, Alex Evans, Greg Horn, Michael Kelman, Mark
Muehl, and Lynn Charytan of Comcast Corporation (“Comcast”); Art Burke and Shahira Ali of
Davis Polk & Wardell LLP; Francis Buono and Michael Hurwitz of Willkie Farr & Gallagher
LLP; and the undersigned met with Commission staff copied below to discuss the following
topics: (1) Comcast’s capital investment plans to upgrade Time Warner Cable’s (“TWC”)
network and product offerings following closing of the above-captioned transaction, which
exceed TWC’s planned upgrades; (2) the many public interest benefits that flow from the
transaction, including substantial incremental benefits from the above-referenced network
upgrades; (3) the estimated operating synergies resulting from the transaction; and (4) the
projected revenue synergies of the transaction.

Integration Capital Investment

We first described the company’s overall approach to integration planning, including how
it has arrived at incremental integration capital spending amounts above and beyond TWC’s
planned expenditures. We noted that integration planning has involved a bottom-up approach of
collecting data and information from hundreds of individuals at Comcast business units across
the company. We emphasized that the company’s plans have evolved and have been
increasingly refined over more than a year of integration planning efforts, and that the more
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recent integration documents reflect Comcast’s detailed analyses and assessments of various
aspects of TWC’s network, systems, and plans.*

We next discussed the estimated total integration capital spending needed to upgrade
TWC’s network and product offerings, as detailed in Comcast’s {{

1}.2 We reviewed the key categories of the integration capital
initiatives detailed therein (and the consumer benefits associated with each), such as converting
100 percent of TWC’s systems to all-digital, X1 deployment, network infrastructure and
reliability improvements, broadband speed increases, VOD system upgrades, back office
enhancements, and business services integration.

Substantial Public Interest Benefits Derive from Comcast’s Investment Plans and Culture
of Investment, Which Exceed TWC'’s Plans in Both the Short and Long Term

As demonstrated in our previous record submissions, we emphasized that Comcast’s
planned upgrades for the acquired TWC systems meaningfully outstrip TWC’s existing plans
under its Maxx initiative by every relevant measure — in terms of level of investment,® scope of
upgrades, and deployment of advanced services like faster broadband speeds and next-generation
video. Moreover, we explained Comcast’s culture of investment and commitment to being a
network and broadband speed leader, which will translate into more investment and network

' {
}}. Attached to this filing in Appendix A is the deck {{
1
2 COMC-EVA-00028300, at 28307. This deck and other documents from Comcast’s production (COMC-

COM-00043296, COMC-ANM-00089899, COMC-CRS-00034824, and COMC-CRS-00025661), as well as the
documents attached to this letter in Appendix B and Appendix C, were distributed to Commission staff during the
meeting.

: We noted that Comcast estimates that it will spend over {{ }} in incremental capital expenditures

in 2015-2016 beyond what is currently forecasted in TWC’s plans for this same period to improve TWC’s network
and bring it up to Comcast’s industry-leading standards. This {{ }} is calculated as follows: Comcast’s

{{ }} in integration capital spending above TWC’s current planned expenditures for 2015-2016 — i.e., the
{{ }} capital it will cost Comcast to upgrade TWC’s systems less {{

}}. See COMC-EVA-00028300, at 28307.
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capacity in the future than TWC customers would enjoy under continued TWC ownership.
Thus, claims that the upgrades of TWC’s systems envisioned by Comcast would occur absent the
transaction are simply incorrect.®

A side-by-side comparison of TWC’s “Three-Year Plan” from January 2014 with
Comcast’s integration plans, set out in the chart attached as Appendix C (which was provided to
and discussed with Commission staff), clearly demonstrates that Comcast expects to achieve
more extensive upgrades and advanced service deployments for the TWC systems — and more
rapidly — than TWC intends to or could do on its own.> Simply put, Applicants have shown,
based on record evidence cited in Appendix C, that any fair comparison between each
company’s plans for technological upgrades underscores the pro-competitive and pro-consumer
benefits of the transaction.

The chart in Appendix C also shows that, based on the additional integration discussions,
analyses, and efforts noted above, Comcast has not only reaffirmed the substantial public interest
benefits explained in Applicants’ public interest statements (none of which has been seriously
challenged by opponents), but also has been able to update and refine many of them. Notably, in
each case, these updates and refinements have demonstrated additional potential value and
benefits for TWC’s residential and business customers — for example by (1) further accelerating
the dates by which certain benefits would be achieved, (2) increasing Comcast’s incremental
CapEx investment commitments, (3) further quantifying the value of certain benefits for
consumers or business customers, and/or (4) increasing various transaction-related cost
synergies.

Each of the projected time commitments and dollar calculations noted in Appendix C is
based on a targeted closing date of March 31, 2015, which was, until recently, just after the last
day of the Commission’s 180-day transaction clock. Although various calculations and timeline
predictions will have to be updated in light of the later close date now anticipated given the
pause of the Commission’s 180-day clock, we explained that Comcast does not expect a material
difference in the total amount of projected expenditures and that, in general, the delay should

4

See, e.g., Reply Comments of Dish at 99-108.

> See TWC Operational and Financial Plan, Jan. 30, 2014, COMC-PIB-00028351. This is not surprising
given Comcast’s demonstrated history and unparalleled commitment to investment and innovation. Comcast invests
approximately $1 billion in software research, development, and deployment every year. See Applications and
Public Interest Statement of Comcast Corp. and Time Warner Cable Inc. (Apr. 8, 2014) (“Comcast-TWC Public
Interest Statement™), Exhibit 4, Declaration of Michael J. Angelakis 1 13 (“Angelakis Decl.”). And Comcast has
invested tens of billions of dollars over the years to develop and enhance its broadband network. See Comcast
Corp., and Time Warner Cable Inc., Opposition to Petitions to Deny and Response to Comments, MB Docket No.
14-57 (Sept. 23, 2014) (“Opposition and Response”), Exhibit 1, Reply Declaration of Dr. Mark A. Israel, 119, 39.
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produce no more than a day-for-day extension of the timelines assumed in Comcast’s earlier
assessments.

It bears emphasis that, as Applicants have previously demonstrated, the benefits Comcast
will bring to the acquired systems are not simply a one-time improvement like TWC’s Maxx
initiative, but a continued commitment to invest in and develop innovative products and services
that require a more advanced network. As noted above, Comcast has distinguished itself as a
company that sets the pace for innovation and investment in the industry. In fact, Comcast has
been a broadband speed leader and expects to continue to play that role, as was reinforced once
again just yesterday with Comcast’s announcement that it will launch its 2 Gbps Gigabit Pro
service — the fastest residential Internet speed in the country providing symmetrical 2 Gbps speed
both downstream and upstream over Comcast’s fiber network — to more than 1.5 million
customers in Atlanta, with plans to make the service available across the country and to
approximately 18 million homes by the end of 2015.° In addition, Comcast offers cutting-edge
video and voice services across its best-in-industry network, including Comcast’s highly
demanded and widely heralded X1 platform. This commitment means not only that Comcast
will deliver upgrades that surpass TWC’s existing plans to customers in the near term, but also
that customers in the acquired systems will continuously benefit from the next generation of
broadband, video, and voice innovations for many years to come. In addition, as noted in prior
filings, including economist declarations, the enhanced scale that will result from the TWC
transaction will enable further investment and innovation that will help accelerate improved
video, broadband, and voice services to the combined company’s residential and business
customers.

We also highlighted the evidence in the record on the companies’ respective broadband
speeds. Based on the most recent FCC Form 477 data from December 2014: (1) the average
downstream broadband speed enjoyed by Comcast customers was 51.1 Mbps versus 20.3 Mbps
for TWC customers, (2) the average broadband upstream speed for Comcast was four times
higher than TWC’s (i.e., 8.3 Mbps for Comcast versus 2.1 Mbps for TWC), and (3) over five
times as many Comcast customers subscribe to speeds of at least 25 Mbps downstream and
3 Mbps upstream as compared to TWC customers (i.e., 93.1 percent for Comcast versus 18.1
percent for TWC).” In part, this significant speed differential is due to the fact that the vast

6 Press Release, Comcast Corp., Comcast Begins Rollout of Residential 2 Gig Service in Atlanta Metro Area

(Apr. 2, 2015), http://corporate.comcast.com/news-information/news-feed/comcast-begins-rollout-of-residential-2-
gig-service-in-atlanta-metro-area (“Gigabit Pro Press Release”); Marcien Jenckes, Imagine Where 2 Gigabit Speeds
Will Take You, Comcast Voices (Apr. 2, 2015), http://corporate.comcast.com/comcast-voices/imagine-where-2-
gigabit-speeds-will-take-you.

7

See Letter from Michael D. Hurwitz, Willkie Farr & Gallagher LLP, Counsel for Comcast Corporation, to
Marlene H. Dortch, Secretary, FCC, MB Docket No. 14-57, Exhibit A at 2-5 (Feb. 26, 2015) (“Feb. 26 Letter™).
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majority of TWC residential customers are in markets that have not been converted to all-digital
and had their networks upgraded (i.e., “non-Maxx markets”).

Comcast has made clear, and we reiterated to Commission staff, that all TWC customers
— regardless of whether they are in Maxx or non-Maxx markets — will receive substantial
broadband-related benefits from the transaction. Notably:

M

e

(2) {{
}}; and

(3) Once Comcast has deployed digital throughout the TWC network and made the
necessary network upgrades, all TWC customers in Maxx and non-Maxx markets will
have access to the same robust set of Xfinity broadband tier options available in other
Comcast markets, including in many cases speeds that greatly exceed those available to
them currently or even assuming upgrades under the TWC Maxx plan.’

As Dr. Mark Israel has shown, upgrading TWC to Comcast’s higher speeds alone is
worth $74 million in consumer benefits annually for each 1 Mbps increase in average speed.’
Thus, raising TWC’s average speeds to those of Comcast would result in consumer benefits
worth approximately $1.1 billion annually.** Even closing half the speed gap, by raising TWC

8 Response to Request 116; see also Appendix A {{ 1}

o For example, Comcast currently offers a speed tier of 505/100 Mbps throughout its Northeast and Central
division markets, which is higher than any speed TWC offers or plans to offer.
10 Feb. 26 Letter at 3.

1 Id.
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downstream speeds to an average of 35 Mbps, would be worth $747 million per year to
consumers.*?

It is worth stressing that the above benefits for customers in the acquired systems do not
even account for the next generation of upgrades the combined company will bring to consumers
across its footprint over the next few years, which it will be better poised to do following this
transaction. As the above speed figures show, the longstanding gap between the speeds enjoyed
by Comcast and TWC customers is not disappearing; instead, even as TWC attempts to catch up
to where Comcast was more than a year ago as part of TWC’s time-limited Maxx plan (that does
not even address all TWC markets), Comcast continues to move ahead, leaving TWC — even in
Maxx markets — far behind. This dynamic will continue going forward. For example, Comcast
is currently testing DOCSIS 3.1, a scalable, national, next-generation 1 Gbps technology solution
and expects that it will be able to begin rolling out DOCSIS 3.1 in {{ }}. When fully
deployed, this will mean that almost every customer in Comcast’s footprint will be able to
receive gigabit speeds over its existing network. In comparison, the highest speeds available to
75 percent of TWC customers in upgraded markets under the Maxx plan would be 300 Mbps.
Moreover, with Comcast’s 2 Gbps announcement noted above, Comcast has now increased
broadband speeds 14 times in the past 13 years."*> Comcast will bring that investment in
continued speed upgrades to the entire combined company.

In short, the transaction will provide greater benefits to every TWC customer than would
be the case without the transaction — even assuming TWC fully implemented its Maxx plan.
TWC customers will in almost all cases receive higher speeds for the same price, not to mention
next-generation technologies and innovations that exceed those that would be available to them
absent the transaction. As Dr. Israel has explained, “by the time TWC gets to all digital [under
its Maxx plan,] or catches up to where Comcast’s broadband speeds are currently, Comcast will
have already implemented much higher speeds.”* The broadband benefits of this transaction are
“not about something existing . . . [e.g.,] DOCSIS 3.0 or digitization, where it’s been done. It’s
about the next generation of 3.1 or CCAP and all of these things that Comcast is now planning
to do faster.”*> And the same is true with respect to each of the other services and benefits of the
transaction.

12 If Comcast were to accelerate TWC subscribers’ speeds by even 5 Mbps for one year, that alone would be

worth approximately $324 million in consumer value. Id. at 7.

B See Gigabit Pro Press Release; Marcien Jenckes, Imagine Where 2 Gigabit Speeds Will Take You, Comcast
Voices (Apr. 2, 2015), http://corporate.comcast.com/comcast-voices/imagine-where-2-gigabit-speeds-will-take-you.

14 Feb. 26 Letter at 7 n.17.
15

Transcript of Economic Analysis Workshop, Federal Communications Commission, Proposed Comcast-
Time Warner Cable-Charter Transaction, Jan. 30, 2015, at 336:2-7 (“FCC Workshop Transcript”) (emphasis added).
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We also noted that, while Comcast completed 100 percent of its digital upgrades ahead of
schedule in 2012, TWC began its digital conversion project two years ago and has thus far
completed only three markets — New York, Los Angeles, and Austin'® — and when it did so, the
process involved significantly more customer disruption than what Comcast expects given its
extensive experience with digital and other upgrades, which have produced much lower
customer contact rates.

Moreover, TWC’s recently updated projections for its Maxx deployment plans show

{{

}}.20

We also highlighted the fact that one of the benefits of the transaction would be greater
access to a more robust and expansive Wi-Fi network, which Comcast plans to grow to [[ ]]

10 TWC has recently launched its Maxx service in parts of San Antonio. This updates the TWC markets
noted in the chart in Appendix C.
o See Letter from Matthew A. Brill, Latham & Watkins LLP, Counsel for TWC, to Marlene H. Dortch,

Secretary, FCC, MB Docket No. 14-57, at 1 & Att. 1 at 2 (Mar. 10, 2015) (“Mar. 10 Letter™).
18 Mar. 10 Letter, at 2 n.1.

1 Id. at 2 & Att. 1 at 2.
20 Mar. 10 Letter at 1. Dish’s recent claims that TWC will make speeds of up to 300 Mbps available to all
TWC customers {{ 1} are demonstrably false, as no such plans exist according to TWC. See Letter

from Pantelis Michalopoulos, Steptoe & Johnson LLP, Counsel for Dish, to Marlene H. Dortch, Secretary, FCC,
MB Docket No. 14-57, at 3 (Mar. 9, 2015); Letter from Pantelis Michalopoulos, Steptoe & Johnson LLP, Counsel
for Dish, to Marlene H. Dortch, Secretary, FCC, MB Docket No. 14-57 (Mar. 27, 2015).



REDACTED - FOR PUBLIC INSPECTION

Ms. Marlene H. Dortch
April 3, 2015
Page 8

million public and in-home hotspots by the end of 2015 in Comcast’s current footprint alone.?
Today, there are approximately [[ 1] public Xfinity WiFi hotspots today in Comcast’s
current footprint, which is broken out into [[ 1] outdoor access points and [[ 11
SMB access points. While approximately [[ ]] of these are available to TWC customers
today through the CableWifi consortium (i.e., the [[ ]] outdoor access points and
approximately [[ ]] of the SMB access points), TWC customers will gain access to
approximately [[ ]] additional public access points as a result of the transaction (i.e.,

[ ]] total Comcast public hotspots less the [[ 1] public hotspots that are already
available to TWC customers today equals [[ 11). Beyond this, Comcast will bring to the
TWOC territory this same commitment to building out public access points and also to deploying
in-home Wi-Fi gateways capable of delivering in-home Wi-Fi speeds of over 700 Mbps and of
serving as home hotspots.?

Operating Efficiencies / Cost Saving Synerqgies

We also explained that Comcast currently estimates that the TWC and divestiture
transactions with Charter will reach an annual run-rate total of approximately {{ }}in
operating expense efficiencies by the third year, as compared to the company’s initial estimate of
approximately $1.5 billion in such efficiencies. This now includes programming cost savings of
approximately {{ }}. When the TWC transaction was first announced, Comcast
initially estimated programming cost savings of approximately {{ }}, based on a
preliminary analysis of savings that might be achieved from moving TWC customers under
Comcast programming contracts. {{

1}.2* As Comcast has previously noted, this rough estimate was
principally driven by {{

2 Comcast-TWC Public Interest Statement at 38-42; Letter from Francis M. Buono, Willkie Farr & Gallagher
LLP, Counsel for Comcast Corporation, to Marlene H. Dortch, Secretary, FCC, Att. 1 at 45 (Mar. 12, 2015) (“Mar.

12 Letter”). Following the divestiture transaction with GreatLand Connections, Comcast estimates that this number

would be [[ ]] million hotspots in Comcast’s remaining legacy footprint.

2 By comparison, today TWC has just over [[ 11 TWC public access points in its territory. Notably, in

the past twelve months, Comcast has increased the number of public Xfinity WiFi hotspots in its territory by almost
[l 11, while TWC has increased the number of hotspots in its territory by about [[ 11. See Comcast-
TWC Public Interest Statement at 40-41 (noting that Comcast then had approximately [[ 11 such public
hotspots —i.e., 870,000 total hotspots less [[ 11 in-home hotspots — and TWC had approximately 29,000).

2 See Opposition and Response at 41-43.

o See Comcast-TWC Public Interest Statement at 27; id., Exhibit 4, Declaration of Michael J. Angelakis,
117 6-8. See also COMC-COM-00010803; COMC-EVA-00018535; COMC-EVA-00018536; COMC-EVA-
00018537; COMC-EVA-00018539; COMC-EVA-00016745; COMC-COM-00043422.
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}}.2 Comcast’s current estimate of {{
}} in programming cost savings is based on an estimated {{

IRt

}}'27

Revenue Synergies

We also discussed the revenue synergies that would be achieved by the transaction. We
explained that {{

}}. This is equally true in the business services context, in which Comcast
expects to produce significant additional revenue by offering enterprise and other business
customers lower prices than are currently offered by incumbent LECs, thereby winning
substangal new business while saving enterprise and other business customers billions of
dollars.

2 See Letter from Kathryn A. Zachem, Senior Vice President, Regulatory and State Legislative Affairs,
Comcast Corp., to Marlene H. Dortch, Secretary, FCC, MB Docket No. 14-57, at 4 (Oct. 16, 2014); COMC-RIG-
00020041.

% See COMC-EVA-00035621.

2 See id.

% See COMC-COM-00043296, at 43331-43332.

2 See Letter from Francis M. Buono, Willkie Farr & Gallagher LLP, Counsel for Comcast Corporation, to

Marlene H. Dortch, Secretary, FCC, MB Docket No. 14-57, at 1 (Feb. 24, 2015).
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Likewise, we noted that another indication of the enhanced value Comcast provides its
customers (focusing just on broadband) is that {{

32

In response to staff questions regarding the {{

32

Finally, even to the extent any individual product or service price does increase post-
transaction for a TWC customer, Applicants’ experts have explained that such increases are
consistent with enhanced value and thus welfare-enhancing for consumers. For example, during
the FCC’s Economic Workshop, Commission staff asked whether {{

30 See COMC-COM-00043296, at 43333.
3 See id. at 43331-43332.
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such increase would be consistent with the fact that Comcast will increase network quality, to the

1}.32 Dr. Israel explained why no such inference can be drawn and rather that any

benefit of consumers, as a result of the proposed transaction:

CC:

[T]hese are revenue synergies used in a situation where there . . . hasn’t been any
disagreement there is no reduction in retail competition. Normally, when we see
revenue synergies, we think, “is that a reduction in competition, or is that an
increase in quality?” Here, we only have one of those explanations, I believe. So,
this is the Comcast side benefit from the quality improvement.*

* * *

Please direct any questions to the undersigned.

Respectfully submitted,

/s/ Kathryn A. Zachem

Senior Vice President,
Regulatory and State Legislative Affairs
Comcast Corporation

Kathryn Berthot
Ty Bream
Hillary Burchuk
Amanda Burkett
Jerusha Burnett
Jessica Campbell
Octavian Carare
Adam Copeland
Elizabeth Cuttner
Hillary DeNigro
William Dever

32

33

FCC Workshop Transcript, at 312:17-22; 317:5-21.
Id. at 312:12-22.
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Jaimie Douglas

Stacy Ferraro

William Freedman
Marcia Glauberman
Shane Greenstein

Keith Ingram

Jamila Bess Johnson
John Kiefer (by phone)
Bill Lake

Adam Lazaros

Susan Lee

Katherine LoPiccalo
Alec Macdonell

Daniel Meyerson (by phone)
Bakari Middleton

Sean Mirzadegan (by phone)
Jeffrey Neumann
William Reed

William Rogerson
Jonathan Sallet

Julie Saulnier

Eric Schmidt

Susan Singer

Philip Verveer

Brenda Villanueva

Matt Warner

Sarah Whitesell

Andrew Wise (by phone)
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