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Re: MB Docket No. 07-18 (News Corp.-Liberty Media)

Dear Ms. Dortch:

RCN Telecom Services, Inc. (“RCN™), pursuant to Section 1.1206 of the Commission’s Rules,
47 C.F.R. § 1.1206, submits for the record in this proceeding a copy of its comments and reply
comments in MB Docket No. 07-29, which address the need for access to unaffiliated “must
have” programming and the statutory authority for the Commission to prohibit exclusive
arrangements such as the National Football League and other sports contracts recently entered by
DIRECTV." Without access to “must have” programming that cannot be duplicated or
substituted, competitors cannot effectively compete. The critical competitive factor is the “must
have” status of programming and not the ownership affiliation.

Although the Commission has previously imposed conditions to protect vertically integrated
programming, it isjust as important to prevent exclusive carriage arrangements with unaffiliated
networks for certain types of non-substitutable, non-duplicable “must have” programming.
Sports programming is indisputably “must have” programming, and DIRFCTV itself recognizes

: Comments of RCN Telecom Services, Inc., MB Docket No. 07-29, at pp. 12-18 (Apr. 2,

2007) (Attachment 1), Reply Comments of RCN Telecom Services, Inc., MB Docket No. 07-29,
at pp. 11-12 (Apr. 16,2007) (Attachment 2); see also Comments of Echostar Satellite, L.L.C.,
MB Docket No. 07-29 (Apr. 2, 2007), Comments of SureWest Communications, MB Docket
No. 07-29 (Apr. 2,2007).
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its importance to competition? Not surprisingly, however, DIRECTV is only concerned about
sports programming that is distributed by vendors that are vertically integrated with cable
operators. It does not, and cannot, provide any rational basis for arguing that the denial of
unaffiliated “must have” programming is any less detrimental to competition than affiliated
programming and, for the reasons set forth in RCN’s initial comments, the Commission should
prohibit exclusive sports programming arrangements by Applicants condition grant of the
Application.

As demonstrated in RCN’s comments in this proceeding and in MB Docket No. 07-29, far from
being based on “unsupported supposition” and “fuzzy logic,” executives of DIRECTV and
Liberty Media have themselves touted the power of sports programming to their investors,
including programming from unaffiliated “must have” program rights holders. Giventhe
statementsby DIRECTV and Liberty Media senior executives to investors, which RCN assumes
correctly represent the Companies’ views and intentions, it is clear that they have both the
incentive and the intent to increase sports content by entering into additional exclusive
arrangements with unaffiliated programmers to the detriment of competitors and consumers.
Moreover, as shown in RCN’s and Echostar’s comments, the past conduct by Liberty’s
management when affiliated with an MVVPD strongly suggests that the companies will be even
more likely attempt to take advantage of their size and market power to enter into exclusive
arrangements.” Accordingly, careful scrutiny of this transaction is necessary to ensure that the
public interest is served.

Respectfully submitted,

Richard Ramlall
Senior Vice President Strategic
& External Affairs
RCN TELECOM SERVICES,INC.

196 Van Buren Street
Herndon, VA 20170

2 Comments of DIRECTV, Inc., MB Docket No. 07-29, at pp. 6-7 (Apr. 2,2007).

3 See Comments of RCN Telecom Services, Inc., MB Docket No. 07-18 (Mar. 23,2007);

Petition to Deny of Echostar Satellite, L.L.C., MB Docket No. 07-18, pp. 2-9 (Mar. 23,2007).
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SUMMARY

It is indisputable that competitive multichannel video programming distributors
(“MVPDs”) need reasonable access to the commercially most important programming — the most
popular and most-watched - that is being produced by a limited number of entities. Without
such programming, a competitive MVPD’s ability to attract and retain subscribers would be
seriously jeopardized. Moreover, the denial or threat of denial to programming is not the only
anticompetitivetactic faced; targeted pricing discounts continue to stifle competition.

The Commission determined in 2002 to extend for five years the prohibition on exclusive
contracts between vertically integrated programming vendors and cable operators in order to
protect competitorsagainst unfair methods of competition by incumbents who have market
power over programming. At that time, the Commission’s focus Was on the power that many
incumbents had by virtue of their vertical integrationwith programming suppliers. Such control
has not changed since 2002, and the extension of the current Commission rules preventing
exclusive contracts by and between vertically integrated programming vendors and cable
operators remains as necessary today as it was then. Indeed, it may be more necessary than
ever, since incumbents continue to dominate the national and local video markets, and the
increased consolidation of incumbents has increased their concentration in clustered systems and
their control of vertically integrated programming.

To date, the Commission has directed its rules and remedies against exclusive contracts
to vertically integrated programming. However, the need for competitors to access “must have”
programming is not limited to programming that is vertically integrated with another operator,
nor is an incumbent’s market power with respectto such programming limited to programming
inwhich it has an ownership interest. Popular “must have™ programming that cannot be

duplicated by a competitor isjust as important to competition regardless of whether the source of



programming is integrated or non-integrated since subscribers do not care how a game by their
favorite sports team is carried as long as they are able to watch it. The prohibitions on exclusive
agreementsshould be expanded to include contracts between MVPDs and third party providers
for “must have” programming.

In addition, the Commission’s rules for resolving program access disputes have proven to
be ineffective for promptly resolving programming disputes, and the Commission has therefore
bolstered them in the recent merger proceeding by adopting an arbitration procedure. An
arbitration procedure is equally warranted to improve the dispute process for operators who have
not had occasionto seek merger approval. Accordingly, the Commission should adopt
arbitrationas an alternative program access dispute remedy. In order to prevent any interruption
in a subscriber’sservice, the Commission should also require a “standstill agreement” to ensure
that programming remains available in accordance with the price, terms and conditions of the
existing or recently-expired contractwhile resolution is pending, and require that programmer’s
carriage contracts be made available subjectto confidential treatment to determine if any

discriminationin price, terms and conditions.
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RCN Telecom Services, Inc. (“RCN”), by its undersigned counsel, hereby submits its
comments in response to the Commission’s Notice of Proposed Rulemaking (“Notice”) in the
above-captioned matter.* RCN, the nation’s first and largest facilities-based competitive
provider of bundled phone, cable television, and high-speed Internet services with operationsin
5 of the 10 largest markets in the United States, urges the Commissionto retain the existing
prohibition on exclusive arrangements for distribution of vertically integrated programming to
protect competition. The prohibition has been crucial to the developmentand preservation of
competitionin the multichannel video programmingdistribution (“MVPD*) market. Moreover,
based on the experience of competitorsin enforcing the current program access rules, and on the

Commission’s decisionsin the context of several recent merger proceedings adopting program

1 In the Matter of Implementation of the Cable Television Consumer Protection and Competition
Act of 1992, Notice of Proposed Rulemaking, MB Docket No. 07-29,FCC 07-7 (Feb. 20,2007).



access conditions and enforcement mechanisms in addition to those currently contained in the
Commission’s rules to protect access to “must have” programming, it is clear that several
modificationsto the Commission’s current rules are necessary in order to safeguard competitive
access to critical “must have” programming. The Commissionshould not have to rely on the
happenstance of a merger in order to assure that programming that is critical to the development
of competition is available to new entrants — it should use this proceeding not only to extend the
current sunset but also to review the rules and revise them as necessary to assure that MVPDs are
not able to use “must have’ programming to “engage in unfair methods of competition or unfair
or deceptive acts or practices” in violation of Section 628 of the Act.

INTRODU AND UND

Congress and the Commission have repeatedly acknowledged that access to
programming is vital to video competition and have taken measures to assure such access.
Congressman Tauzin, one of the principal architects of the Cable Act of 1992, which contained
what is now Section 628 of the Communications Act, stated in 1998that:

In 1992, we awakened to the sad realization that we had forgot one crucia!

element, and that was that cable controlled programming. And that controlling

programming was a way of making sure that there would be no competitors. Ifa

competitor couldn’t get the programming, it certainly wasn’t going to launch the
satellite or put up the antenna. Or, in fact, even build another cable system in the

same community to compete with the [incumbent] cable company.?

When it extended the initial 10-year term of the Section 628 prohibition on program
exclusivity for an additional five years, the Commission found that access to vertically integrated

programming continued to be necessary “for competitive MVPDs to remain viable in the

2 Testimony of Representative Billy Tauzin before the Senate Commerce, Science and
Transportation Committee, July 28, 1998, Tr. at 6.



marketplace.”® Furthermore, just this year the Commissionagain acknowledged the “lack of
competition in the video market” and the need to eliminate entry barriers that limit the
“interrelated federal goals of enhanced cable competition and broadband deployment.” Given
that the control wielded by incumbent operators over access to programming has been and
remains an essential input for competitors, the Commission should not have to rely on mergers in
order to address critical program access concerns, and it therefore must further extend its critical
program access prohibitions because they remain necessary to preserve and protect competition
and diversity in the distribution of video programming.

The incentive of incumbent operators to use their control over programming to stymie the
development of competition has not changed since Congress enacted Section 628 — if anything,
this incentive has increased as facilities-based competition has begun to emerge. As the
Commission has noted, the larger the number of subscribers controlled by a provider, the larger
the benefits of withholding programming from competitors,? and the incumbents have steadily
increased the number of subscribersthey serve and, in the case of the facilities-based
incumbents, their concentrationin “clustered” markets in order to more fully be able to use
program access as a weapon to defend their dominant position against new entrants.

It is indisputablethat new entrants need reasonable accessto the most popular
programming, and especially the types of programming that cannot be duplicated by a new

entrant, in order for the new entrant to become a viable choice for consumers. Althoughthere is

3 Implementationdf the Cable Television Consumer Protection and CompetitionAct of 1992,
Report and Order, 17 FCC Red 12124,159(2002)(“2002 Sunset Order*).
4 Implementationof Section 62 1{a)(1) f the Cable CommunicationsPolicy Act of 1984 as amended

by the Cable Television Consumer Protection and Competition Act of 1992, Report and Order and Further Notice of
Proposed Rulemeking,MB Docket No. 05-311, FCC 06-180, Y4 1, 28 (rel. March 5,2007) (“Local Franchising
Order™).

3 2002 Sunset Order at § 38.



certainly more programming available today thenthere was in 1992 (and even in 2002), the
most-watched and commerciallymost important programming is increasingly produced by a
limited number of entities who are either vertically integrated With,or influenced by the huge
buying power and number of “eyeballs” controlled by, incumbent operators. For example,
Comcast appearsto have adopted ownership or control of local and regional sports programming
as a device to maintain a competitive advantage in the market.¢ Sportsprogramming is
indisputably “must have” programming and in order to effectively sell against an entrenched
competitor a MVPD must be able to offer a full sports lineup of local and regional sports and,
given the transience of many consumers in RCN’s markets, out of region and national sports as
well.

“Must have” programming is programming that has no close substitutes and cannot be
duplicated no matter how much time and money are committed. Clearly, sports programming is
“must have” programming. In additionto sports, much kids programming is “must have”
because there are no substitutes and cannot be duplicated (for example, PBS Kids and the
programming it offers, is essential for families with small children), and filn libraries are
similarly “must have” for video on demand offerings (there is only one Gone with the Wind).
Competitive MVPDs continue to confront serious problems retaining subscribers when access to

such “frusthave” programming is denied.

& Comcast is already integrated with the regional sports channels in three of RCN’s five major
markets (Chicago, Philadelphiaand Washington, D.C.) and recently announced a deal to become affiliated with the
regional sports channel in Boston. Comcast Shootingfor Celtics TV deal would give it leverage over rivals, THE
BOSTON GLOBE JFeb. 27,2007, at C1. It also has made an inroad into local sports in our fifth market — New York
City — by entering into a partnershipto deliver MS baseball. Press Release, “Time Warner Cable and Comcast
Announce Deal with Sterling EntertainmentEnterprises, LLC to Launch Regional Sports Network,” Gct. 11,2004 at
http://www timewarner.com/corp/newsroom/pr/0,20812,713890,00.html. See also, Growing number of professional
sports teams start own TV networks, THE ASSOCIATEDPRESS, Jan. 6,2006.



l. MVPD COMPETITION HAS NOT DEVELOPED TO AN EXTENT THAT
WARRANTS ELIMINATION OF THEEXCLUSIVITY BAN

While franchised cable providers’ share of the national MVVPD market has declined,
accordingto FCC statistics they still retain over 69 percent of pay television subscribers
nationwide! and, together il DBS operators, they retain over 90 percent of that market.
According to the NCTA, all facilities-based overbuilderstogether serve only 0.7 percent, and
while incumbent cable and DBS operators offer service to over 90 million subscribers
nationwide, overbuilders only serve roughly 1 million.” By any realistic standard, therefore,
incumbent operators remain the dominant video providers in both the national and local video
delivery markets and, with respect to their relative ability to deliver consumer “eyeballs” to
programmers, the satellite operators also have a significantpurchasing advantage over new
entrants such as RCN and other *“triple play” overbuilders.

The Commission found in 2002 that the dominant position of incumbent operators,
together Wi their control of “must have” programming provided an incentive for those
companies to act anti-competitively,™ and that the vital and vibrant competitive marketplace that
Congress sought to develop when it implemented the program access and exclusive contract
prohibition did not yet exist.”“ Five years later, DBS operators have gained significant ground

againstthe cable companies and, in the case of DirecTV have become vertically affiliated With

1 Annual Assessment of the Status of Competitionin the Marketfor the Delivery of Video

Programming, Twelfth Annual Report, 21 FCC Red 2503, § 8 (2006) (“As of June 2005, 69.4 percent of MVPD
subscribers received video programming from a franchised cable operator.. .”") (“Twelfth Annual Report™).
Although it calculatedthis percentageto be somewhat lower than did the Commission, the National Cable &
Telecommunications Association acknowledges that as of September2006, incumbent cable operators held 66.9
percent of the MVPD customers. Ex Parte letter fran Daniel L. Brenner, National Cable & Telecommunications
Association (““NTA”), to Marlene H. Dortch, MM Docket No. 92-264, & 4 (Mar. 16,2007)(“NCTA Letter*).

& NCTA Letter at 4.

4 NCTA Letter at 4.

0 2002 Sunset Order at 4 53.
u Id, at § 45.



video programming providers and, as noted in Section III, infra, has correspondingly gained
significantground in its ability to negotiate its own exclusives with third party vendors.
However, incumbent cable companies clearly remain the dominant providers and continueto
control even more “must have” programming thenthey did in 2002. Also, as noted above, by
NCTA’s own admission, although new video programming providers continue to enter the
market, as of September 2006 they only served 0.7 percent of MVPD subscribers —hardly a
sufficientthreshold to provide adequate competition to incumbent cable providers.22 Clearly, a
competitive landscape does not yet exist to permit the elimination of statutory protections and
protections must be retained.

Moreover, even though the overall national percentage of incumbent cable subscribers
has dropped somewhat, the Commission has found, time and time again, that national market
share is not the only relevant area for competitiveanalysis.22 Incumbents, triple play
overbuilders, and DBS companies compete for subscribers one community at a time, one home
at atime, within a local market. As a result, “the relevant geographic market for MVPD service
is local because consumers make decisions based on the MVPD choices available to them at
their residences...” Since incumbent cable providers remain the dominant MVPD providers
both nationally and, even more importantly, locally, they continue to have the market power to

act anti-competitively toward existing and new entrants, and any crosion of their total number of

L NCTA Letter at 4. See also Twelfth Annual Report at ] 8.

® See Applicationsfor Consentto Transfer of Control of Licenses from Comcast Corporationand

A&T Corp., Transferors,to AT&T Comcast Corporation, Transferee, Memorandum Opinion and Order, 17 FCC
Red 232486, § 90 (2002) (“Comcast’/AT&TY, General Motors Corporation ard Hughes Electronics Corporation,
Transferors and TheNews Corporation Limited, Transferee, For Authority to Transfer Control,Memorandum
Opinion and Order, 19 FCC Red 473,162 (2004)(“Hughes/News™).

1 See Applicationsfor Consent to the Assignment and/or Transfer of Control of Licenses: Adelphia

Communications Corporation (and subsidiaries, debtors-in-possession),Assignors, to Time Warner Cable Inc.
(subsidiaries),Assignees, et al., Memorandum Opinion and Order, 21 FCC Red 8203, 64 (2006)(“Adelphia™).



subscribers provides additional, not less, incentiveto act anti-competitively in an attemptto stem
the flow of those subscribersto other providers.

The local market is also the basis of the Commission’s analysis and determination of
effective competition in the area of cable rate regulation and, in that arena as well, the facts show
that incumbent cable companies continue to dominate the market.* In 2001, there were 33,000
cable communitiesin the country and only 419 (approximately 1 percent) had been certified by
the Commission as being subject to effective competition.'® Nearly three years later, the number
of communities with certified effective competition had grown to 1,241; still only 3.7 percent.*?
Effective competition in 3.7 percent of the country is a clear indication that incumbent cable
providers are still the dominantvideo delivery method 22

Increased consolidation of incumbent cable operators has led to a greater concentration of
clustered systems and control of vertically integrated programming, which makes the exclusivity
prohibition more, not less, important today. In the last five years, incumbent cable operations
had an unprecedented expansion of regional clusters, producing increased market power for

carriage negotiations on both a national and regional basis.2 The Commissionpreviously found

B See 47 CFR. § 76.905 (providing that an evaluation of effective competition is based on the cable

operator’sfranchise area).

* 2002 Sunset Order at § 45; Annual Assessment of the Status of Competitionin the Marketfor the
Delivery of Videoprogramming, Eight Annual Report, 17 FCC Red 1244, 120 (“EightAnnual Reporf*).
17

Annual Assessment d the Status of Competition in the Marketfor the Delivery of Video
Programming, Eleventh Annual Report, 20 FCC Red 2755,136 (2005) (“Eleventh Annual Report™).

i The Commission has also found that a second wireline competitor has a significant impact on

reducingthe price of video delivery on average by 15%. However, due to the high barriers to entry, few consumers
have accessto a second wireline provider. Local Franchise Order at § 50 (“The record demonstrates that new cable
competition reduces rates far more than competition from DBS.”). See also Statement of Chairman Kevin J. Martin,
Implementation of Section 3 of the Cable Television Consumer Protection and CompetitionAct of 1992, Report on
Cable Industry Prices, 21 FCC Red 15087,15126 (2006) (“[T)he presence of a DBS operator does not have an
impact on the price the cable operator charges its subscribers. Significantly,however, where a second cable
operator is present, cable prices are significantly lower....”); Twelfth Annual Report, § 144 (“Relatively few
consumers, however, have a second wireline alternative, such as an overbuild cable system, as indicated by the small
number of subscribersto BSPs [broadband service providers] and the limited entry of LEC thus far.”).

£ See, e.g. Comcast/AT&T; Adelphia.



that clustering can be used anti-competitivelyand present a barrier to entry for facilities-based
“overbuilder” cable companies? In fact, the Commissiondetermined that clustering coupled
with increased vertically integrated regional networks amplifies “the incentive of cable operators
!’_2_1

to practice anticompetitive foreclosure of accessto vertically integrated programming,

11 RETENTION OF THE EXCLUSIVITY BAN REMAINS CRUCIAL FOR
ACCESS TO VERTICALLY INTEGRATED PROGRAMMING

Given the current state of the market, the current program access rules remain as
important today as at any time since 1992. The Commission has determined that access to
vertically integrated programming is “necessary in order for competitive MVPDs to remain
viable in the marketplace.”® Indeed, competitiveMVPDs depend upon accessto commercially
valuable programming to develop their service and subscriber base aS much today as five years
ago. Prohibiting exclusive agreements between vertically integrated cable operators and their
programmers therefore remains crucial to permit access to “must have” programming and other
important programming that they control through vertical integration.

The amount of such programming is astounding. As of 2005, 116 satellite-delivered
networks were vertically integrated with a cable operator and owned, in whole or in part, by
either Comcast, Time Warner, Cox, Charter, or Cablevision - five of the top seven cable
operators?  An elimination of the exclusivity prohibition would allow those five cable operators

to prevent competitorsfrom accessing over one hundred networks. Further, the incumbentcable

n Adelphia atq 71.

i 2002 Sunset Order at § 47. See also Twelfth Annual Report at § 156 (“Possible detrimental effects
can include unfair methods of competition, discriminatory conduct, and exclusive contracts that are the result of
coercive activity.”).

z 2002 Sunset Order at § 59 (“An MVYPD's ability to provide servicethat is competitiveva an
incumbent cable operator is significantly harmed if denied access to ‘must have’ vertically integrated programming
for which there are no good substitutes.”).

2 TwerfihAnnual Report at § 21.



operators do not need to control all essential content to adversely influence market shares among
competitorsbut only control selective programming that is crucial to each demographic market.
Regulations such as the prohibition on exclusivesprovide necessary significantly limit to the
anti-competitive actions of incumbents.

As the Commission has explained, there are services for which there may be substitutes,
services for which there are imperfect substitutes, and services for which there are no close

IM

substitutesat all.= Although a cable operator should not be compelled to make available to its

competitorsa program which could essentially be duplicated by such competitors, competitors
must be given access to programming which cannot be duplicated or replicated no matter how
much time and money a competitormay commit. Sports programming, for example, falls in to
the category of “must have” programming because there are no substitutes available to
competitorsand an MVPD’s ability to compete effectively will be significantly harmed if denied
access to such programming? And, although sports programming is the most often cited type of
“must have” programming since it’s the type of programming that has most often been used by
incumbents for competitive advantage, much other cable programming - “be it news, drama,

music, sports, or children’s programming”2

—is equally essential to competition.

But sports does offer a good example. Access to regional sports networks is vital and
should not be foreclosed by allowing exclusivity contracts for important programming streams.
Without access to regional sports Programming, competitors will be hard pressed to secure the

necessary number of customers needed to succeed. Studies have shown that subscribersto the

incumbent cable provider are reluctantto switch to a new cable company that may be unable to

Adelphia at Y 42; Hughes/News aty 126.
s Id. See also 2002 Sunset Order at Y 69.
- 2002 Sunset Order at § 33-34.



provide coverage of local sportsteams?  As discussed below, RCN has experienced problems
over the years obtaining access to regional sports networks programming thereby hindering its
ability to effectively compete.

¢ InPhiladelphia, Comcast initially denied RCN access to its SportsNet programming.
Comcast is the dominant cable provider, owns the SportsNet regional sports network, and
has a controlling interest in the Philadelphia Flyers National Hockey Team, the 76ers
National Basketball team and the two local area sports arenas. Comcast later agreed to
make the network available, on a short-term basis, when faced with a Department of
Justice review of its acquisition of Home Team Sports in the Washington, DC market.

e InNew York City, Cablevisiondenied RCN access to the overflow programming from its
sports regional sports networks, Madison Square Garden Network, Inc. and the Fox
SportsNet —New York. RCN filed a program access compliant in October 1999, which
was denied because the programming wes delivered terrestrially. %

Incumbent cable operators have also acknowledged the importance and uniqueness of
these regional sports programming and yet used the denial of access as an anticompetitive tactic.
Comcast and Time Warner have admitted that access to regional sports programming is essential
and that without that programming, competing MVPDs will risk losing subscribers.2 In
addition, even though the Commission has determined that a temporary denial, or the threat of
temporary denial to programming, is an anticompetitivetactic to improve a bargaining position
“to be able to extract a higher price from the MVPD competitor than it could have negotiated if it

were a non-integrated programming supplier,” incumbents continue to use this tactic. RCN’s

attempt to retain carriage of the PBS Kids Sprout programming demonstrates the access

RCN’s own survey has determined that approximately 40 to 58%o of subscribers would refuse to
change cable providersto a start up company if that it did not carry local sports programming.

2 See RCN TelecomServices of New York, Jne., Complainantv. CablevisionSystems Corporation,
Madison Square GardenNetwork, Inc. and Fox Sports New-New York, Defendants, Memorandum Opinion and
Order, 16 FCC Red 12048 (2001).

2 Adelphia at § 124 (“Applicants [Comcast and Time Warmer] acknowledge that an MVPD that
drops local sports programming risks subscriber defections and that MVPDs “will drive hard bargains to buy,
acquire, defend or exploit regional sports programming rights.””).

X Adelphia at § 121.

10



problems competitorscontinue to face. The PBS children’s programming is “must have”
programming for a cable system trying to provide educational and informational programming
for younger children. Prior to Comcast’s acquisition, RCN received the PBS Kids programming
from TVN as part of a video on demand (“VOD”) package called Kids Unlimited. After ajoint
venture between Comcast and PBS was formed, RCN experienced a series of difficultiesin
retaining accessing that programming. After weeks of unanswered inquiries to Comcast
regarding the programming, RCN was informed that it would continue to have access to the PBS
Kids programming only if it also agreed to air “Sprout,” a venture in which Comcast is a partner.
In April 2005, RCN lost accessto the PBS programming after only 30 days notice and
experienced at 83% drop in usage of its children’s VOD service. As a result of Corncast’s
control of the programming, its insistence of tying the PBS programming servicesto its own
channel and its anticompetitivepricing strategy, RCN experienced significant cancellations of
the VOD service.2* While RCN was ultimately able to regain access to the PBS Kids
programming, the harm to its subscribers has already occurred.2

Denial of access is not the only anticompetitivetactic RCN has faced. Even when RCN
has access to important programming, it pays rates far higher than the incumbent cable providers
are required to pay. Generally, incumbent providers pay one rate, usually based on avolume

discount, while competitors like RCN pay a different, far higher rate. The Commissionhas

a Comcast has also used RCN’s inability to access important programmingas a selling point to
potential customers. Comcast refused to wave its exclusive rights to the Boston based New England Cable News, a
regional news programming service. While RCN w&s later able to obtain access to thisnetwork, Comcast used
RCN’s inability to provide this programming as a selling point to Comcast customers. See Comments df RCN
Corporation, MB Docket No. 03-172, at 8 (Sept. 11,2003).

= Subsequently, in 2006, Comcast sought to require providersto use its wholly owned Comcast

Media Center rater than TVN as the sole distribution vehicle to access the PBS Kids VOD content. S.2RCN
Corporation EX Parte letter, MB DocketNo. 05-192 (May 19,2006). After this new issue had been raised in the
context of the Adelphia merger proceeding, a deal Was negotiated that permitted TVN to continue distributingthe
VOD content.



determined that “targeted pricing discounts by an established incumbent with dominant market
power may be used to eliminate nascent competitorsand stifle competitive entry.”2 Due to that
pricing incentive, the Commission imposed conditions on companies in the Hughes/News and
Adelphia proceedings for RSNs.# Other providers have similar pricing incentives and the
Commission should ensure that the program access rules adequately protect competitors from
any anticompetitivepricing tactic regarding RSNS.

The incentive to engage in these types of activities against new entrants sill clearly exists.
Indeed, the incentive of incumbents to engage in them can only have increased given the efforts
of well-financed local telephone companies to enter the cable market. If these abuses have
occurred with the Commission’s exiting rules in place, it is difficult to imagine the types and
scale of the abuses that would occur in the absence of Section 628 protections. Accordingly, the
Commission must extend its rules.

III. THE COMMISSIONSHOULDALSO PROHIBIT EXCLUSIVE AGREEMENTS

BY MVPDS WITH THIRD PARTY PROVIDERS OF “MUST HAVE™
¥ M1

The Commission has clearly found that there are certain types of programmingthat is
“must have” in the sensethat it is popular programming for which “no good substituteexists”
and that if competitive MVPDs are “deprived of only some of this ‘must have’ programming,
their ability to retain subscriberswould be jeopardized.”™2 As the Commission stated in 2002,

... cable programming — be it news, drama, sports, music, or children’s programming - is

not akin to so many widgets. Cable programmers strive to build an identity for their
channel that is recognizable and sought-after by viewers. For example, when an MVPD

x Comcast/AT&T at Y 120.

# Adelphia at § 159. The Commission also acknowledged that “an MVPD’s ability to gain access to
RSNs and the price and other terms of access can be important facts in its ability to compete with rivals.” Adelphia
aty 124.

B 2002 Sunset Order at § 33-34. See also Adelphia at § 122-124 (finding that regional sports
programming meets the “must have” definition).
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loses accessto a popular news channel, there is little competitive solace that there is a
music channel or children’s programming channel to replace it. Even where there is
another news channel available, an MYPD may not be made whole because viewers
desire the programming and personalities packaged by the unavailable news channel.
Moreover, even if an acceptable substitute is found, the competitive MVPD is still
harmed because its competitor can likely offer to subscribers both the unavailable
programming and its substitute. Thus, there is a continuum of vertically integrated
programming, ranging from services for which there may be substitutes(the absence of
which from a rival MVPD’s program lineup would have little impact), to those for which
there are imperfect substitutes, to those for which there are no close substitutes at all (the
absence of which from a rival MVPD’s program lineup would have a substantial negative
impact). ,..

The more that the programming package offered by a competitive MVPD lacks the “must
have” programming that is a part of the incumbent cable operator’s programming
package (i.e. the new entrant offers a similar but differentiated product) the less attractive
the competitiveMVPD’s programming package will be to subscribers,”

Although the Commission’s orders with respect to “must have” programming have to
date directed their remedies to vertically integrated programming, and declined to expand the
prohibitionsto the same types of “must have” programming that is distributed by entities which
are not vertically integrated with an MVPD, the rationale for relief applies equally to both types
of programming — popular “must have” programming that is not duplicable by competitorsisjust
as important to competition regardless of whether the source of that programming is integrated
with an MYPD’s competitor or is instead the subject of an exclusive contract between that
competitorand a non-integrated programmer, Simply put, it isjust as damagingto new entrants
if an incumbent has the size and resources to lock up an exclusive third party contract for “must
have” programming &s it is for that incumbent to buy the source of that programmingand then
exclude competitorsfrom accessing it.

Although the Commission’s 2002 Sunset Order noted that a variety of programming can

be categorized as “must have,” the clearest example of such programming is sports

* 2002 Sunset Order at  33-34.
i E.g., 2002 Sunset Order at 9 74; Hughes/News & § 291
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programming. Indeed, in both the Hughes/News and the Adelphia proceedings, it was sports
programming that generated the most significantconcern and constituted the focus of the merger
conditionsimposed by the Commission. But while those decisions focused on the operators’
ownershipof regional sports programming, national sports programming is no less important or
any more substitutableto a subscriber —to a transplanted Bostonian, the Red Sox are the only
important baseball team, and substitutingthe Yankees simply won’t cut it as a competitive
matter. National sports are, like local and regional sports, “must have” from a competitive
standpoint.

As recently expressed by Senator Kerry, in commenting on the stories of a new exclusive
baseball agreement between Major League Baseball and DirecTV, which will reportedly exclude
60 millions fans across the country that currently enjoy access Major League Baseball “Extra
Innings™:

“[t]his deal, by definition, reduces consumer choice and competition in the media market.

Fans who want to purchase Extra Innings will be forced to pay whatever DirecTV

charges, and those who cannot subscribeto DirecTV, like some apartment building
residents, will have no option at all. In short, MLB and DirecTV will pocket millions of

dollars at the expense of millions of American consumers and real competition in the
markegzglace.”:’j

Senator Kerry also stated:

“I am opposed to anything that deprives people of reasonable choices. In thisday
and age, consumers should have more choices —not fewer. I’d like to know how
this servesthe public — a deal that will force fansto subscribeto DirecTV in order
to tune in to their favorite players. A Red Sox fan ought to be able to watch their
team without having to switchto DirecTV,” said Kerry. 2

3 Letter from Senator John Kerry to Chairman Kevin Martin, Feb. 1,2007 (emphasis added)
(Attachment A). In response, the Chairman indicated that he shares Senator Kerry’s concerns about the exclusive
arrangement and that the Commission has “contactedthe parties and requested additional information about the
proposed arrangement.” Letter fran Chairman Kevin J. Martin to The Honorable John Kerry, Feb. 22,2007
(AttachmentB). See also Press Release, ““Senate to Hold Hearing on MLB-DirecTV Squeeze Play,” Feb. 16,2007

(Attachment C).

2 Press Release, “Kexry'to Question FCC Chairmen Over DirecTV-Major League Baseball Deal,”

Jan. 31,2007 (AttachmentD).
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Moreover, Senator Kerry is not the only member of Congress who has suggested that
access to unaffiliated sports programming is necessary. Senators Stevensand Inouye previously
introduced legislationthat would have prohibited exclusives for live sporting events regardless of
whether a vertical affiliation existed between a programmer and a cable distributor.*?

As DirecTV’s President recently told Wall Street, “sports is the strongest force in
television”and DirecTV is a sports content leader though its exclusive services like NFL Sunday
Ticket, and NASCAR AL A few weeks later, he also told Wall Streetthat “if you look at [some]
of the new things that are coming to television, they’re all driven by sports. | mean it is the most
powerful programming out there.”* Sports programming is indisputably “must have”
programming, and such designation should not be distorted depending on the corporate identity
of the entity that produces it -to a fan, the Redskins are the Redskins, no matter whether
distributed though an MVPD affiliate or through an exclusive agreement between an MVPD and
the NFL. Denial of unaffiliated “must have” programming is clearlyjust as detrimental to
competition as affiliated programming — consumers, after all, do not care whether their favorite
sports team is carried over a channel that is affiliated or unaffiliated with an MVVPD, they just
want to watch their favorite team’s games.

RCN submitsthat although vertically integrated programming was the primary focus of
Congresswhen it adopted Section 628, the prohibitions therein against “unfair methods of

competition or unfair or deceptive acts or practices, the purpose of which is to hinder

® Communications, Consumer’sChoice, and Broadband Deployment Act of 2006, S. 2686, at 86
(introduced May 1,2006).

8 Transcriptof DTV - Q4 2006 The DirecTV Group, Inc., Earnings Conference Call, at 9 (Feb. 7,
2007).

2 Transcriptof DTV - The DirecTV Group, Inc. at Bear, Steams20th Annual Media Conference, at

7 (Mar. 6,2007).
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significantlyor to prevent any [MVPD] from providing satellite cable programming or satellite
broadcast programming to subscribersor consumers” apply to cable operators regardless of
whether they are affiliated with a programming vendor or not. Specifically, Section 628’s
prohibitionsapply to “a cable operator, a satellite cable programming vendor in which a cable
operator has an attributable interest, or a satellite broadcast programming vendor” —there is no
requirement that a cable operator be affiliated with a programming vendor in order to be
prohibited from engaging in unfair methods of competition?

Clearly, there is no indicationin Section 628 that the prohibitionon unfair competition
Wes meant to be limited to a prohibition on practices with respect to program access distributed
by vendors affiliated with MVPDs — or, indeed even to program access abuses generally. As the
Commission tentatively concludedjust last week in its Notice of Proposed Rulemaking with
respect to exclusive service contracts for provision of video services in multiple dwelling unit
(“MDU”) buildings, the prohibition of unfair practices is more general and is similarto the
language used in the Federal Trade Commission Act.¥ Moreover, the section requires the
Commission to promulgate certain “minimum™* regulations to enforce this prohibition — the list
of such minimum regulations was clearly not intended to be the sumand substance of the
Commission’srules with respect to prohibitions of “unfair methods of competition or unfair or
deceptive acts or practices,” and RCN submitsthat the Commission has the authority to adopt
additional protections as market conditions evolve and other “unfair methods of competition”

that impair competition are found to exist, particularly given its overarching authority under

43

- Section 628(b), 47 U.S.C. §548(b) (emphasis added).

In the Matter of Exclusive Service Contractsfor Provision df VideoServices in Multiple Dwelling
Lhitsand Other real Estate Developments, Notice of Proposed Rulemeking,MB Docket No. 07-51, FCC 07-32, 9
(Mar, 27,2007).

2 Section 628(cX2), 47 U.S.C.§548(c)2).
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Section 4(i) of the Act “to perform any and all acts, make such rules and regulations, and issue
such orders, not inconsistentwith this Act, as may be necessary in the execution of its
functions.”*

Therefore, for the reasons set forth above, RCN urges the Commissionto carry forward
its finding that “must have” programming is essential to competition to addressthe growing use
of exclusive arrangementswith third party vendors as a competitive weaponZ Certainly, the
Commission has already made the findings necessary to designate sports as “must have”
programming, and although such findings were made in the context of affiliated regional sports
programming, RCN believes the Commission has the statutory authority to extend those findings
to exclusive sports contracts between MVPDs and unaffiliated programmers and to apply those
obligations to DirecTV in the context of its exclusive contracts with the NFL, NASCAR, college

|8

basketball and Major League Baseball,* and to other MVPDs who, in the future, may seek to

use sports programming exclusivesto their competitiveadvantage. And, although it has been

Section4(i), 47 US.C. § 154(i).

To the extent that the Commission disagreeswith RCN’s reading of its statutory authority to
prohibit such anticompetitive acts by cable operators, at a minimum it should look closely at the impact on
competition and consumers of such exclusive or unreasonably discriminatory contracts and work with Congress to
seek the legislativeauthority it believes it needs to address the anticompetitive impact of those contracts.

47

2 For purposes of this prohibition, RCN submitsthat satellite operators should be considered a
“cable operator.” Just as it did when it imposed program access conditionson DirecTV in the context of the
Hughes/News transaction ,the Commission should find that there is no basis for treating DirecTV any differently
from other cable operators. who have the ability to use their size, resources and market share to be able to obtain
exclusive agreementsthat are in no way shape or form availableto new entrants like RCN. RCN understandsthat
DirecTV has approximately 16 million subscribersnationwide. Since Section 628 was adopted in 1992, DirecTV
has become an “incumbent” insofar as it has both the financial resources and the market presenceto be able to
obtain exclusive deals with sports programming entities such as the National Football League and NASCAR.
Moreover, even if considered a “new entrant,” Congress does not give new entrants a free pass with respectto
program access abuses. For example, in establishingopen video systemsas an alternative means of entry in 1996,
the Congress specifically found that Section 628 program access obligationsapply. See Section 653(c)(1)(A), 47
USC. §573(c)(1)(A). Clearly, Congress recognizedthe importance of program access obligations on all industry
participantsand did not limit itto incumbent cable operators, and it would turn the Congress’ goal of precluding
program access abuses on its head to exclude DirecTV fran any such obligations. Accordingly, even if DirecTV is
not a “cable operator’ as defined in Section 602, it is completely consistentwith Congress’ purpose in adopting
Section 628(b) for it to be considered as one for purposes of prohibitions on unfair competition, and the Commission
should therefore use its power under Section4(i), 47 US.C. § 154(i), to assurethat DirecTV is not exempt from
such important prohibitions.
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sports, as the “most powerful programming out there” (accordingto DirecTV’s President), that
has provided the most notable example to date of use of third party exclusives for anti-
competitive purposes, sports is not the only category of programming that can be categorized as
“must have.” As the Commission recognized in 2002, other types of programming can also be
“must have,” and the Commission should very clearly state that, to the extent that an MVPD can
demonstrate that other, non-sports programming is “must have” from a competitive standpoint,
the Commission’s program access conditions similarly prohibit exclusive agreements pertaining
to such programming.

Iv. THE COMMISSION SHOULD ADOPT AN ALTERNATIVE PROGRAM
ACCESS DISPUTE REMEDY

The Commission’s rules and procedures for resolving program access disputes have
proven to be ineffective in achieving a prompt remedy for program access abuses, and the
Commission has therefore buttressed them in the context of recent merger decisions to assure a
more efficient and effective dispute resolutionprocess.*  The same types of procedures that
have been imposed on a case-by-case basis in these merger proceedings are equally warranted to
improve the procedures for program access disputes that may arise with respect to operators who
have not had occasion to seek merger approval, and RCN therefore strongly encouragesthe
Commission to adopt more generally the “baseball” arbitration procedures adopted in the recent
Hughes/News and Adelphia merger proceedings. RCN submitsthat the Commission has the
necessary authority to adopt an alternative remedy and implementingarbitration procedures will

allow a cost-effective, timely mechanism for resolving program access disputes.

4 See Adelphia; Hughes/News.
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A Commercial Arbitration Measures Similar to Hughes/News and Adelphia
Should Be Adopted

The Commission implemented a commercial arbitration remedy for regional sports
networks (“RSNs”) in the Hughes/News and Adelphiu proceedingsto provide “a neutral dispute
resolution forum [as]a useful backstop” to ensure that MVPDs are not forced to accept
undesirable programming concessions.®® This remedy provides an aggrieved MPVD with the
ability to submit for arbitration a program access dispute whereby each side submitsits best offer
and the arbitrator chooses one of the two offers. Moreover, the Commissionrequired a
“standstill agreement” as part of the arbitration remedy while dispute resolution is pending. A
standstill agreement ensures that an aggrieved MVPD has continued access to programming
under an existing or expired contract thereby limiting a programming vendor’s ability to use
temporary foreclosureto affect negotiations.

The rationale for adopting an arbitrationremedy in Hughes/News and Adelphiu
proceedings applies equally in the context of negotiationswith other distributors which may also
seek to foreclose programming or implement objectionable concessions. The goal is to have
parties reach agreement “prior to a complete breakdown in negotiations” and to avoid “the
possibility that a relatively extreme offer of the other side may be selected by the arbitrator,”*
Vertically integrated programmers besides those subject to the Commission’s arbitration
conditions in Hughes/News and Adelphiu have similar incentivesto use temporary foreclosures
during negotiations. Thus, the Commission should authorize MVPDs to demand commercial
arbitration like Hughes/News and Adelphia when negotiations fail to produce mutually-

acceptable prices, terms and conditions, and to have available a standstill mechanism while the

= Adelphia at§ 173.
a Hughes/News at ] 174.
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arbitrationis pending. The standstill agreement procedures should expressly provide that (1) an
aggrieved MVPD has the right to continued carriage pending resolution of the dispute, (2) the
price, terms and conditions of the existing contract or a recently expired contract will apply
pending resolution, (3) sale of disputed programming is not required pending resolution if no
carriage agreement had previously existed between the parties, and (4)any new price will be
applied retroactivelyto the date the dispute was filed.

In addition, the Commission should add a discovery rule that requires programmer’s
carriage contractsto be made available, including in the context of an arbitration, upon request of
a MVPD and subject to confidential treatment in accordance with Section 76.9 of the
Commission’srules. Such agreementsare essential for determining whether the programmer is
discriminating in the price, terms and conditions between a complainantand the incumbent.
Programmers currently impose restrictive confidentiality and non-disclosure requirements on
their contractswhich prevent other buyers from knowing whether the rates, terms and conditions
offered are consistent with the rates, terms and conditions provided to affiliated MVPDs and
competitors. The only basis for securing rates from disclosure is to keep other competitors from
knowing whether they are being discriminatedagainst. Permitting transparency of rate
information will assist in determining whether a proposal is reasonable and non-discriminatory

or would result in de facto discrimination.

B. The Commission Has Authority to Adopt An Arbitration Remedv

The Commission has been charged with the administration of the Cable Act, which
includes adjudication of program access disputes provided for under Section 628.22 Moreover,

the Commission has broad authority under Section 628(¢) to “include any remedy the

2 Local Franchising Order at § 55.
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Commission reasonably deems appropriate,™

and remedies may include implementinga dispute
resolution process through an adjudicatory proceeding.® The Commission has already viewed
commercial arbitration as a “remedy.” Consequently, the Commission has the authority to
adopt commercial arbitration procedures to resolve program access disputes.

The Commission also has the authority to delegate adjudication of a commercial
arbitration remedy to a third-party arbitrator. The Commissionhas broad rulemaking authority
pursuant to Section303(r) to implement rules and regulations “as may be necessary to carry out
the provisions of this Act.”® Also, pursuant to Section 4(i) and (j), the Commission may
perform any and all acts “as may be necessary in the execution of its functions”2 and may
“conduct its proceedings in such manner as will best conduce to the proper dispatch of business
and to the ends of justice.”*® Delegating adjudication of program access disputes to a third-party

arbitrator is therefore within the Commission’s statutory authority.

CONCLUSION

The Commission cannot deny that incumbent cable operators possess national and local
market power, notwithstanding the competition from other MVPDs like DBS and new entrants.
Such market power provides incumbents Wi incentive to practice anticompetitive tactics to
prevent access to vertically integrated programming. Accordingly, the ban on program

exclusivity should remain for another 5 years Wit the understanding that it might be further

2 Implementationof the Cable Television Consumer Protection and CompetitionAct of 1992,
Development of Competitionand Diversity in VideoProgramming Distribution and Carriage, Memorandum
Opinion and Order an Reconsiderationof the AIrst Report and Order, 10 FCC Red 1902 (1994).

54

- 47 U.S.C. § 548(d), (.
= Hughes/News Order at § 177.

36 47 U.S.C. § 303(1).
& 47U.S.C. § 154(i).
38

47 U.S.C. § 154().
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extended, and the Commission should develop rules to address the growing use of anti-
competitive exclusive contracts by MVPDs that are equally detrimental to competition in the
cable market. Inaddition, the Commission should implementa commercial arbitration remedy
similar to the Hughes/News and Adelphia proceedingsto provide a more cost-effective, timely
mechanism for resolving program access disputes.

Respectfully submitted,

Richard Ramlall Jéan L. Kiddoo
Senior Vice President Strategic Danielle Burt

& External Affairs BINGHAM MCCUTCHEN LLP
RCN CORPORATION 2020 K Street, N.W.
196 Van Buren Street Washington, DC 20006-1806
Hemdon, VA 20170 Tel: (202) 373-6034

Fax: (202) 373-6001

Email: jean.kiddoo@bingham.com
danielle.burt@bingham.com

Counsel for RCN Telecom Services, Inc.

Dated: April 2,2007
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Kerry Asks FCC to Probe DirectTV 'Extra Innings"' Deal

WASHINGTON, DC - Today, Sen. John Kerry sent the following letter to
FCC Chairman Kevin Martin, asking him to review a pending business
agreement between DirectTV and Major League Baseball, concerning its
"Extra Innings" game package.

Below is the text of the letter;

The Honorable Kevin Martin Chairman Federal Communications
Commission 445 12th Street SW Washfngton, DC 20554

Dear Chairman Martin:

| write regarding the pending agreement between Major League Baseball
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Welcome 10 Massachusetts Senator John Kerry'sOnline Office

Boston

One Bowdoin Square
Tenth Floor

Boston, MA 02114
(617)565-8519

Springfield
Springfield Federal
Building

1550 Main Street
Suite 304

Springfield, MA 01101
(413)785-4610

Fall River

222 Milliken Place
Suite 312

Fail River, Ma 02721
(508)677-0522

(MLB) and DirectTV to offer MLB’s "Extra Innings" package of out-of-
market baseball games exclusively to DirectTV subscribers. | have serious
concerns regarding this deal that | ask you to address.

As you know, Extra Innings is currently available to 75 million subscribers
through cable as well as DirectTV and the Dish Network. However, if this
exclusive deal is approved, only 15 million DirectTV subscribers will be
able to purchase Extra Innings, leaving 50 million Americans without
access to out-of-market games that they currently enjoy and a viable
alternative to view them.

This deal, by definition, reduces consumer choice and competition in'the
media market. Fans who want to purchase Extra Innings will be forced to
pay whatever DirectTV charges, and those who cannot subscribe to
DirectTV, like some apartment building residents, will have no option at
all.

I n short, MLB and DirectTV will pocket millions of dollars at the expense of
millions of American consumers and real competition in the marketplace.

Many baseball teams have a dedicated national fan base. In the case of
my hometown team, Red Sox Natlon stretches all across our country from
coast to coast. I am concerned that this deal, and others that may follow,
will separate fans from their favorite teams and reduce competition in the
sports market. | therefore request that you Investigate this exclusive deal
and report to Congress on its implications for consumers and recommend
any changes to law or regulation that will ameliorate its negative effects.

Sincerely,
Senator John Kerry

HH#H
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FEDERAL COMMUNICATIONS COMMISSION
WASHINGTON

The Honorable Johm Kerry

United States Senate

304 Russell Senate Office Building
Washington, DC 20510

Dear Senator Kerry:

Thank you for your letter regarding the pending agreement between Major League
Baseball (MLB) and DIRECTV to offer MLB’s “Extra Innings™ package of out-of-market
baseball games exclusively to DIRECTV subscribers.

| share your concems regarding thiSproposed deal. | understand that the Extra Innings
package, which includes dozens Of out-of-market MLB games each week, has been availableto
75 million MVPD subscribers for the last several years and would NO longer be available 1 all
MVPD subscribers if DIRECTV obtained rights from MLB,

| am concerned whenever consumers cannot purchase the programming they want or are
forced D purchase programming they don’t want.

As you request, we have contacted the parties and requested additional information about
their proposed amangement. Once we have this information, we will report toyou onthe deal’s
implications for consumers and any recommended changes D the law to ameliorate any harms to
consumers.

Thank you for your interest in this matter. IfJ can be of further assistance with this or
any other matter, please: o not hesitate to contact NE.

Sicerely,

Yyl
" Kevift J. Martin
Chairman

Enclosures
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Kerry says proposed " ExtraInnings"” deal would cheat millions of basebafl fans

WASHINGTON, DC - Sen. John Kerry announced today that the Senate's
Commerce Committee will hold a hearing on a proposal deal that will
make it hard - if not impossible - for many die-hard baseball fans to follow
their favorite teams this season. Kerry said he wanted to review federal
guidelines in this area and explore whether it was appropriate for
Congress to take action. Kerry is a senior member of the Senate's
Commerce Committee, which has oversight over sports carriage issues.

"By deflnition, this deal with reduce choices for fans,” said Kerry. "'l have
serious problems with any mega-dealthat makes it harder for people
across the country to follow their favorite baseballteam. |I'm especially
troubled by this agreement, which | believe is not inthe best long-term

interests of the sport. Major League Baseball is making a short-term
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profit, but they are shutting out fans that can't or won't be able to keep
up with their teams If this deal goes through. | appreciate the willingness
of Chairman Inouye to organize a full and through airing of this issue."”

According to numerous published reports, Major League Baseball has
arranged a $700 million exclusive deal with DirecTV for carriage of the
popular "Extra Innings" baseball package which allows out-of-market fans
to follow their teams. This package will strip access from current cable and
satellite subscribers.

Under the new deal, "Extra Innings™ would only be available to the 15
million people who subscribe to DirecTV, cutting out 60 million fans across
the country that currently enjoy access. Since many cable subscribers are
not able to subscribe to satellite service even if they want to, some fans
will completely lose access to the games. Two weeks ago, Sen. Kerry
asked the Federal Communications Commissionto examine the proposed
deal; he is still awaiting a response from that agency.
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WASHINGTON, DC - Senator John Kerry said today that he intends to
seek answers from the FCC about a pending DirectTV deal that could
make it harder for baseball fans to watch their favorite teams. The issue
centers on a plan to shift the “Extra Innings” baseball package to DirectTV
as part of a $700 million exclusive deal. According to recent press reports,
during the last five years, the Extra Innings package has been available to
75 million people. | fthe deal goes through, the baseball package will be
available to the 15 million people who have DirectTv,

““hm opposed to anything that deprives people of reasonable choices. In
this day and age, consumers should have more choices - not fewer. I'd
like to know how this serves the public - a deal that will force fans to
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subscribe to DirectTV in order to tune in to their favorite players. A Red
Sox fan ought to be able to watch their team without having to switch to
DirectTV,” said Kerry.

The chairman of the Federal Communications Commission, Kevin Martin,
is a witness at a hearing tomorrow of the Commerce, Science and
Transportation Committee. Kerry is a member of the committee.
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SUMMARY

The multichannel video delivery market has not yet developed into a robust competitive
marketplace. Incumbent cable providers continue to dominate the market as well as control the
majority of important and competitively critical programming. Mere predictions of increased
future video competition by telecommunicationsand VoIP providers cannotjustify abandonment
of the program access protections that are essential for such competition to grow. As the record
in this proceeding clearly demonstrates, the exclusivity prohibition remains vital and necessary
to ensure competition continues to develop.

Although to date the Commission has only applied the exclusivity prohibition to
vertically integrated programming, certain non-vertically integrated “must have” programming is
just as essential to the growth and continued health of a competitive video services market. This
type of programming, which is critical to consumersand cannot be substituted or duplicated by a
new entrant or, indeed, any competitor, is clearly vital to assuring that consumers have a full
choice in video providers that is not dictated by the exclusive agreementsthat it has been able to
command, whether by virtue of a vertical affiliation or by virtue of its size, purchasing power, or
some other attribute. The Commission should take this opportunity to extend the exclusivity
prohibitionto include such third party “must have” programming. In addition, the Commission
should finally close the “terrestrial loophole” which, regardless of why it is deployed, allows
incumbent cable providers to avoid the regulations and cut off access to “must have”
programming.

Moreover, as the record clearly shows, the processing of program access complaints has
been ineffective. The long delays in decision-making foster anti-competitive behavior and have

led smaller competitorsto avoid the complaint process entirely. As such, the Commission must



provide for a more equitable binding arbitration process and should institute safeguards such as
additional discovery procedures and standstill agreements to ensure that the program access

complaint process is not used as another anti-competitive weapon against new competitors.
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RCN Telecom Services, Inc. (“RCN?’), by its undersigned counsel, hereby submits its
reply comments in response to the Commission’s Notice of Proposed Rulemaking and the
initial comments filed in response thereto.! The comments filed in this proceeding
overwhelmingly demonstrate that the Commission must continue to protect competition in the
multichannel video programming distribution (“MVPD”) market by extending the exclusive
contract prohibition, extending the prohibition to prohibit exclusive contracts with non-
affiliated entities for critical “must have” programming, eliminating the so-called “terrestrial
loophole,” and providing for alternative dispute resolution during program access complaint

proceedings.

B In the Matter of Implementation of the Cable Television Consumer Protection and Competition

Act of 1992, Notice of Proposed Rulemaking, MB Docket 07-29, FCC 07-7 (Feb. 20,2007).



l. EXTENSION OF THE EXCLUSIVITY BAN ISNECESSARY TO ENSURE
VITAL COMPETITION

As the initial comments demonstrate, there is overwhelming support for an extension of
the exclusivityban. Numerous entities, including DBS providers, telephone companies, rural
video providers, a government agency, and trade associations filed in support of an extension
of the ban.” Not surprisingly, the only entities opposing the extension are two of the largest
cable operators and their primary trade association?

Comcast, Cablevisionand NCTA predictably assert that the exclusivity prohibition is
no longer necessary as the video delivery market has reached a level of sufficient competition.’
However, as RCN, Verizon, AT&T and others demonstrated in their comments, while the
number of satellite subscribershas grown, the number of facilities-based video delivery
customers has not declined correspondingly.®  In addition, the movement of some subscribers

from incumbent cable companies to satellite delivery does not establish that effective

2 See e.g. Commentsof DirecTV, Inc., MB Docket 07-29 (April 2,2007); Comments of EchoStar
Satellite L.L.C., MB Docket 07-29 (April 2,2007) (“EchoStar Comments”); Comments of Verizon, MB Docket
07-29 (April 2,2007) (“Verizon Comments”); Comments of AT&T, MB Docket 07-29 (April 2,2007);
Comments of The Rural Independent Competitive Alliance, MB Docket 07-29 (April 2,2007); Commentsof the
Office of Advocacy, U.S.Small Business Administration, MB Docket 07-29 (April 2,2007); Comments of
National Telecommunications Cooperative Association, MB Docket 07-29 (April 2,2007).

& Comments of Comcast Corporation, MB Docket 07-29 (April 2,2007) (“Comcast Comments”);

Comments of Cablevision Systems Corp., MB Docket 07-29 (April 2,2007) (“Cablevision Comments™);
Comments of National Cable & TelecommunicationsAssociation, MB Docket 07-29 (April 2,2007) (“NCTA
Comments”).

4 See e.g. Comcast Comments; Cablevision Comments; NCTA Comments.

3

= As noted by CA2C, since 2002 DBS subscribershiphas grown fran approximately 18.2 million
subscribersto 29 million subscribers, but duringthat period, cables subscribershiphas decreased by less than a
million subscribers,so despite the growth of DBS, cable operators have maintained their position in the market.
See Comments of The Coalition for Competitive Access to Content, MB Docket 07-29, p. 5 (April 2,2007)
(“Comments of CA2C”). RCN also supports commentsfiled by American Cable Association and Organization
for the Promotion and Advancement of Small TelecommunicationsCompaniesstating that the growth and
deployment of broadband is linked to and dependent upon the growth of wireline video providers.



competition exists or, more importantly, that it is sufficientto warrant the sunset of important
program access protections.

In addition, those opposing an extension of the prohibition base their assertion of
adequate competition on predictions of future services that have not yet even been fully
constructed, let alone begun service. Cablevisionstates that “AT&T and Verizon are expected
to offer video serviceto 14million households” yet by their very words they acknowledge that
those services do not yet exist” And in a March 7,2007 presentation to a financial industry
conference, a Cablevisionofficer was dismissive of the type of penetration that Verizon is
likely to achieve in Cablevision’s service area, noting that:

even in NewYork, where FiOS is deployed there are 600,000 active FiOS passings in
the New York market. There are 7 million homes in the New York Market in total. ...
[T]hey are very much a traditional type of over builder, and we’ve seen lots of them in
the past. ... We’ve seen these over builders come and go, and against good cable
operatorsthey get high single digit kind of penetrations against poor operators they get
midteens kind of penetration. And there is nothing about FiOS in terms of their
existing or performance heretofore that would indicate that they are any different than
any historic over builder.’

And on March 28, Cablevision’s Chief Operating Officer noted that Cablevision’s strategy to

concentrate in a regional market, and its local “marquee” assets such as Madison Square

§ Moreover, while it cannot be disputed that the subscriber base of DBS providers has grown

since 2002, the effort by DIRECTYV to lock up exclusive sports programming contracts with the National Football
League and others demonstratesthat it has reached sufficient size and scope so as to be able to use programming
as a barrier to the growth of wireline competition, and far firan justifying a sunset of the rules, RCN showed in its
Commentsthat the prohibitions should be expandedto cover such exclusive contracts.

1 Cablevision Comments at p. 12 (emphasisadded).

8

= Final Transcript, CVC - Cablevision Systems Corp. at Bear, Stearns 20th Annual Media
Conference,at 4-5 (Mar. 7,2007) (Attachment1). RCN notes that the transcript does not identify the speaker of
these remarks, but that it wes either Mir.Tom Rutledge, Cablevisions’ Chief Operating Officer, or Mr-Mike
Huseby, Cablevision’sChief Financial Officer, see Attachment 1 at 1.



Garden and the Knicks gives Cablevisiona “strategic advantage” even though New York is
one of \Verizon’sinitial target markets.?

In fact, the NCTA has acknowledged that franchised cable providers’ share of the
national MVPD market is still over 69 percent and all facilities-based overbuilders together
serve only 0.7 percent.® The incumbent cable providers cannot rely on predictions or
“expectations” to provide service in their attempt to prove that the MVVPD market currently has
sufficient competition today. The Commission must review the status of video delivery
competition today and base its analysis of the continuing need for the exclusivity ban, not on
expectations of future competition, but on its current condition. To sunset the program access
rule based on future predictions of growth would stop such growth in its tracks.

Moreover, while the Internet and mobile video service provide a unique —and nascent —
outlet for certain types of video programming, Comcast’s suggestion that they currently
constitute a service that is equivalentto incumbent cable providers or DBS shows how
desperately it has had to search for argumentsin support of its position. Those platforms do
not yet deliver meaningful channels programming into the home, and at best, they provide a
way to view short form videos or individual episodes of programs. To suggest that “the most
significantdevelopments” in competition is video over the Internet truly grasps at straws —
contrary to Corncast’s claim, Google’s purchase of YouTube does not demonstrate that the

video delivery market has reached the level of competition necessary to justify the sunset of

2 Final Transcript, CVC - Cablevision Systems Corp. at Banc of America Media,
Telecommunications& Entertainment Conference, at 9 (Mar. 28, 2007) (Attachment 2).

o EX Parte letter from Daniel L. Brenner, National Cable & Telecommunications Association

(“NCTA”), to Marlene H. Dortch, MM Docket 92-264, at 4 (Var-16,2007) (“NCTA Letter”)

n
Comcast Comments at p. 10.



M7

program access protections.””  Any suggestionthat the ability to watch the neighbor’s cat on
the Internet is in any way comparable to “must have” programming offered by national cable
networks must be squarely rejected. As RCN showed in its comments, while DBS has grown
and, in the case of DIRECTV ,has become a vertically integrated programming provider itself,
incumbent cable providers are clearly still the dominant providers and continue to control even
more “must have” programming than they did five years ago.t2

Moreover, as RCN stated in its Comments, the relevant market analysis is not only
based on the number of subscribersnationally, but also on the local market where an MVPD
must compete for customers community by community. While DBS services are in most cases
generally available, the incumbent telephone companies will not begin providing service to all
communitiesfor years (if not decades)to come — if, indeed, they ever do build out to all
communities. It is plain —claims of YouTube, iPod, wireless phone penetration, and future
telco constructionnotwithstanding —that the market for video delivery is not yet competitive,
and attempts to demonstrate competitionthrough prediction of future video delivery service
clearly should not suffice in support of elimination of the very program access protections that
will assure that such nascent competitionbecomes a meaningful reality.

As Verizon noted, competitive video providers are just beginningto develop and
implement their plans for growth, and il the huge potential growth in services on the

horizon, the Commission must ensure that the potential is fulfilled.** Video delivery

2 Id
s See Comments of RCN Telecom Services, Inc., MB Docket No. 07-29, p. 5 (April 2,2007).

1 See Verizon Commentsat p. 6 (“Verizon Comments”) (“[T}he exclusive contract prohibition in
section 628(c)(2)(D) ensures that new entrants Will not be denied access to such programming as a result of
exclusive contracts between the cable incumbents and vertically integrated programmers, retaining that
prohibition for a time-limited period will facilitate video competition the Commission is working diligently to
encourage.”) .



competition does not yet exist but it could in the future if the current protections against anti-
competitive behavior remain in place and new entrants are given the opportunity to continue to

develop their services.

II. THE COMMISSION MUST CONTINUE ENFORCEMENT OF SECTION 628
TO PROTECT ACCESS TO “MUST HAVE” PROGRAMMING

A The Commission Should Extend the Prohibition of Exclusive Contracts
Between Vertically Integrated MYPDs and ProgrammingVendors

As the summary of vertically integrated programming interests submitted by the
Competitive Access to Content (“CA2C™) demonstrates, incumbent cable operators have
acquired interests in vast amounts of programming since 1992 — a pattern of acquisition that
has continued unabated since 2002.” As of 2005, 166 satellite delivered networks were
vertically integrated with Comcast, Time Warner, Cox, Charter or Cablevision and, as pointed
out by Echostar, these “vertically integrated cable conglomerateswill capitalize on their
existing highly successful programming slate to launch new HD networks.”® As the
Commissionrecognized in 2002, much of this vertically integrated programming is “must
have,” and it therefore agreed with RCN and other competitive commentersthat if competitive
MVPDs are deprived of even some of this programming, their ability to attract and retain
subscribers would be in jeopardy.lZ

Cablevision is simply wrong when it asserts that the sheer volume of programming

available means there is no longer any such thing as programming that is essential from a

B CA2C Comments, Attachment A Rt 2; see also, Echostar Commentsaat pgs. 4-10, AT&T

Comments at pg. 2, Qwest Comments at pg. 5, DirecTV Commentsat pgs. 6-10, Verizon Comments at pgs. 7-11.

1 EchoStar Comments at p. 7.

* Implementation of the Cable Television Consumer Protection and Competition Act of 1992,

Report and Order, 17 FCC Red 12124, 33, 64 (2002).



competitive standpoint.2 There is only one HBO or Discovery or CNN network, and the
proliferation of video programming does not change that fact. Perhaps the most important
criterion applied by subscribersin their choice of an MVPD is the ability, not just to view
generic “programming,” but to be able to view the most valuable and popular programming,
including sports games and other programming for which there are no substitutes in the minds
of consumers. Such programming is therefore essential to competition since it cannot be
duplicated or replaced by new entrantswith alternative programming.'?

Moreover, not only does such programming exist but, as pointed out by the Broadband
Service Providers Association (“BSPA”),

“[ilncumbent cable operators need only control selective programming that is key to

each major demographic making a decision between alternate providers to influence

market share significantly. It is not necessary to have control of all essential contentin

a product category to influence the end user buying decision. It would be sufficient to

have exclusive access to onlv one “must have” programming service in each of the

major buying segments (sports, news, family, children, youth, etc.) to be ableto
influence consumer buying decisions and affect market shares among competitors.”

20

RCN experienced this in no uncertain terms when Comcast withheld access to PBS Kids VOD
programs for approximately 6 months in 2005 and RCN saw subscriber usage of its children’s
VOD service drop by 83 percent.

Cablevisionargues that competitor video providers in Washington, D.C. are not

providing regional sports networks (“RSNs”) yet are somehow able to “compete effectively.”

1 Cablevision Comments at p. 4.

L See AT&T Commentsat pp. 10-18; Verizon Commentat p. 5; Comments by Broadband

Service Providers Association, MB Docket 07-29, pp. 4-6 (April 2,2007) (“BSPA Comments”); Comments of
Qwest Communications International Inc., MB Docket 07-29, at p. 5 (April 2,2007).

20
BSPA Commentatp. 4.

1
4 RCN Comments atp. 11.

22
- Cablevision Commentsat p. 5.



RCN servesthe Washington market, and is completely mystified by Cablevision’s comment.
RCN most assuredly does have to carry Comcast’s RSN in order to compete in the Washington
market — a survey conducted by RCN in that market demonstrated that 40-58% of subscribers
would not switch to a new entrant cable company if it did not provide local sports
programming.2 Moreover, even Comcast must have found that the failure to carry local sports
programming is competitively harmful when finally entered a carriage contract with the New
Mid-Atlantic Sports Network (“MASN”). It similarly begs reality when Cablevision argues
that because a competitor has access to some games, the withholding of RSNs from them is not
competitively harmful.2 Indeed, both Corncast and Time Warner have previously
acknowledged that regional sports programming is essential for a video delivery competitor
and that they would continue to “acquire, defend or exploit” their exclusive accessto such
programming.®

Comcast also argues that retaining the exclusive contract prohibition will actually harm
competition by reducing the incentive for other video delivery companiesto invest in new
programming. If Comcast were correct, then the last five years would have demonstrated a
stagnation or even decline in the number of new networks. However, since the extension of
the exclusivity ban in 2002, the number of new satellite-deliverednational networks has nearly

doubled, increasing by 237 new networks?  This increase obviously refutes any attempt to

= RCN Comments at fn. 27.

2 Cablevisionat 4.

z See Applicationsfor Consent to the Assignment and/or Transfer of Control of Licenses;
Adelphia Communications Corporation (and subsidiaries, debtors-in-possession),Assignors, to Time Warner

Cable Inc. (subsidiaries), Assignees, et al., Memorandum Opinionand Order, 21 FCC Red 8203,1124 (2006)
(“Adelphia™).

% See Annual Assessment of the Status of Competitionin the Marketfor the Delivery of Video
Programming, Eighth Annual Report, 17 FCC Red 1244, 14 as compared to Annual Assessment of the Status df



suggest that the ban reduces investmentin new programming. The incumbent cable providers
have attempted to argue that the huge growth in available programming and programming
providers justifies lifting the ban while at the same time asserting that the ban stifles
development of programming. They cannot have it both ways. As the number of new
networks shows, the ban does not stifle new programming and video services; it does,
however, protect access to those services by competitors, something the large cable companies
would clearly prefer to withhold for competitive reasons.

Commenters opposed to an extension of the exclusivity prohibition also assert that
allowing the exclusivity ban to sunset would not hurt competition because there would be no
economic incentive for program providers to withhold programming from smaller, alternative
video delivery providers.2Z The mere making of this claim disproves its merit, as extension of
the ban would be of no consequence to the incumbent cable providers if there is no economic
incentiveto enter exclusive contracts. They clearly have an economic incentive to acquire
exclusive programming and withhold such *'must have'* programming from competitors —
otherwise, why oppose extension of the ban.

In the alternative, Cablevisionalso suggeststhat even if vertically integrated cable
companies were to withhold programming, there would be no harmto competition or
consumers. RCN strongly disagrees. As noted above, RCN’s market survey determinedthat

40-58% of subscriberswould not switchto a new entrant cable company if it did not provide

Competition in the Marketfor the Delivery of VideoProgramming, Twelfth Annual Report, 21 FCC Red 2503, 9
21.

27

See Cablevision Commentsat p. 17 (asserting there is a high cost to withholding popular
programming).



177

local sports programming.”” The inability to acquire 40-58% of customers in a market
certainly demonstratesharm to competitive entry.

Moreover, RCN supports comments made by both Verizon and the US Telecom
Association that cable incumbentshave incentive to not only enter exclusive contracts but take
every measure possible to withhold programming from competitors.2 While these companies
may sacrifice some small short-term profits that could be made through the licensing of
vertically integrated programming, by Withholding important programming from new
competitorsthey further two economic goals: (1) they stifle the growth of new competitionby
denying access to “must have” programming, especially regional sports networks, and (2) by
limiting or eliminating new wireline competitionin a given area, consumers do not have
adequate competitive alternatives and incumbent cable operators can continue to charge higher
prices.®® The incentive for incumbent cable providers to withhold programming is quite clear.
They reduce competition, retain their customersand charge them higher rates. That is the very

definition of an economic incentive.

B. The Commission Should Close the “Terrestrial Loophole™

Exclusive contracts are not the only way that incumbent cable operators can Withhold
important programming from competitors and thereby thwart the pro-competitive goals of both

Congress and the Commission. The increasing consolidation of incumbent cable companiesin

= See RCN comments at fn. 27.

2 See Verizon Comments at pp. 11-15; Commentsof The United States Telecom Association, pp.
6-12.

2 See Implementationdf Section 3 of the Cable Television Consumer Protection and Competition

Act of 2992, Statistical Report on Average Rates for Basic Service, Cable Programming Service and Equipment,
21 FCC Red 15087, § 2 (2006) (“Overall, cable prices increased more than 5 percent lastyear and by 93 percent
since the period immediately prior to Congress’senactment of the TelecommunicationsAct of 1996.... Prices are
17 percent lower where wireline cable competition is present. DBS competition, however, does not appear to
constrain cable prices - average prices are the same as or slightly higher in communities where DBS was the basis
for afinding of effective competition than in noncompetitive communities.”).

10



the last five years, the growth of cable market “clusters” in regional markets by incumbent
cable companies, and the upgrade of cable networksto add large amounts of fiber optic
distribution capability means that those companies are economically able to move more
programming delivery to via terrestrial delivery methods which, whether intentionally or as a
side economic “benefit,” allows them to prevent competitoraccess.2* RCN and other
competitorshave expressed their concern about the so-called “terrestrial loophole” since 1994
and demonstrated how vertically integrated programming vendors have incentive to
circumvent the program access rules by modifying programming distribution.** The
Commission acknowledged in 2006 that cable operators engage in “foreclosure strategy” by
moving vertically integrated programming from a satellite to a terrestrial delivery method to
avoid competitors.2

As Verizon shows, incumbents are finding new and creative ways to use the terrestrial
loophole to withhold important programming. Verizon has found that, while the analog signal
of a particular program or sporting event will be available for broadcast because its signal is
satellite-delivered, the large cable companies are beginning to move the digital feeds of the
same programs to terrestrial delivery methods.2* Thiswould allow them to hold back the most
valuable and high quality feed of the program and keep it as an “exclusive” offering of their

company.

4 Twelfth Annual Report at § 154.

2 “[Ulnless corrected, the problem will graw in the future because vertically integrated

programming vendors will have the incentive to modify the distribution of their programming, using fiber optics
or other non-satellite means, in order to evade application of the program access requirements.” In the Matter of
Annual Assessment of the Status of Competition in the Marketsfor Delivery of VideoProgramming, 9 FCC Red
7442,7531 (1994) (quoting Comments of Liberty Cable Co.).

3 Adelphia at¥ 120.

34
- Verizon Commentsat p. 13.

11



RCN therefore supports SureWest Communications’ (“SureWest’s”) request that the
Commission close the terrestrial loophole to prevent incumbents from circumventingthe
exclusivity prohibition on the basis of how particular programming is distributed and thereby
ensure that competitors have continued access to “must have” programming like regional
sports networks.2 For the reasons set forth in SureWest’s Comments, the Commission should
reevaluate its earlier conclusionthat it lacks the statutory authority to regulate terrestrially
delivered programming.2® The Commissionshould take this opportunity to eliminate the
inconsistencies in the program access rules. It is inconsistentto apply the exclusivity ban to
only satellite delivered programming, and not terrestrial delivery, just as it is inconsistent to
apply the ban to vertically integrated, but not non-vertically integrated programming, as

discussed in SectionIII below.

III.  THE EXCLUSIVITY BAN SHOULD BE APPLIED TO “MUST HAVE”
PROGRAMMING CONTROLLEDBY THIRD PARTIES

As RCN stated in its initial comments, the Commission has so far limited its application
of the exclusivityban to vertically integrated programming only, and has not yet prohibited
exclusive arrangements of “must have” programming that are distributed by entitiesthat are
not vertically integrated. This proceeding provides the opportunityto do so, and the
Commission should now provide this protection for new entrants.

Simply stated, if programming is deemed to be “must have,” then it is essential
programming regardless of the ownership of the distributor. Surprisingly, additional support

for RCN’s argument comes from Comcast, the nation’s largest cable provider, which agreed

Comments of SureWest Communications, MB Docket 07-29 (April 2,2007) (“SureWest
Comments™).

36

Id. at pp. 5-8.

12



that it is the “must have” status of programmingthat is the critical factor, and not its ownership
affiliation. “[T]he current application of the exclusivity prohibition is fraught with
inconsistencies. For example, the exclusivityprohibition’s focus on whether programming is
affiliated with a cable operator misses an important point: to the extent that MVPDs cannot
survive without access to certain programming, it is irrelevant whether that programming is
“affiliated;” what matters is whether that programming is ‘must-have’in order to compete.™Z
RCN could not agree more.

Both RCN and SureWest raised concerns regarding exclusivity deals for sports
programming between distributorsand non-vertically integrated MVPDs. As the Commission
has held time and time again, a new competitors ability to offer sports programming to
subscribers and new customer is a critical factor in its future success.” And new entrants are
not the only ones concerned that non-vertically integrated providers could lock up “must have”
programming and prevent its access by competitors. Just last month Congress held a hearing
on that very issue regarding DirecTV’s exclusive dealing with Major League Baseball
(“MLB”). After the hearing, the initiation of an investigationby the Commission, and the very
strong urging of Senator Kerry, the exclusive agreement between DirecTV and MLB was
revised and an agreement was reached with InDemand that would allow other video delivery
services to carry the baseball programming and provide access to millions of subscriberswho

would have otherwise been foreclosed.?2

7
= Comcast Comments at p. 24.

B See Applicationsfor General Motors Corporation and Hughes Electronic Corporation,

Transferors and The News Corporation Limited, Transfereefor Authority to Transfer Control, Memorandum
Opinion and Order, 19 FCC Red 473, § 126 (2004) (“Hughes/News”); Adelphia at§ 42.

2 See Baseball keeps ‘Extralnnings’ on cable, SEATTLE POST-INTELLIGENCER, Apr. 4,2007.

13



Consumers should not have to rely on special Senate hearings or pending mergers to
protect their access to “must have” programming or to ensure that one or two large dominant
companies do not severely restrict access to valuable programming. Instead, the Commission
should step forward to provide proactive protection against such anti-competitive practices by

extending the exclusivity ban to programming from non-vertically integrated networks.

IV.  THE COMMISSION SHOULD ADOPT ARBITRATION AND DISCOVERY
PROCEDURES FOR PROGRAM ACCESS COMPLAINTS

Comcast and NCTA oppose any changesto the Commission’s procedures for
processing program access complaints including the use of arbitration. This is not surprising
given that lengthy proceedings, limited discovery, and long delays in decision-making,help
incumbent cable providers act anti-competitivelyby delaying access to “must have”
programming. The incumbent cable providers do not want a revision of the procedures as they
fear that quicker and more efficient, and therefore less expensive procedures, may draw out
many more complaints especially from smaller cable providers who cannot current afford the
long legal battles. ®

RCN, along i EchoStar, National Rural Telecommunications Cooperative and
BSPA, has recommended that the Commission adopt the use of “baseball” arbitration
procedures, similar to those required by the Commissionas conditions to the Hughes/News and
Adelphia mergers. 2t The procedures were highly successful in both of those cases and would

provide for faster and more efficientresolution of complaintsand, contrary to arguments made

4 - .
Comment of the Organization for the Promotion and Advancement of Small

Telecommunications Companies, MB Docket 07-29, p. 8 (April 2,2007) (“The currentprocess is So time
consuming and costly that rural carriers have, in essence, no practical recourse in the event of a complaint.
Lacking the staffand resourcesto pursue a lengthy and intensive complaintprocess, rural MYPDs are typically
forced to forgo filing any complaintat the Commission.”).

4 See EchoStar Commentsat p. 18; BSPA at pp. 7-13; SBA Commentsat p. 8.
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by Comcast and NCTA,* the Commission has the authority to mandate arbitration and
procedural rules to facilitatetheir review of such cases £

Comcast opposes any changes in the program access complaints and argues that the
Commission has already reviewed and rejected the use of additional discovery procedures. 2
However, that was ten years ago. The Commission should take this opportunity to review its
outdated discovery rules and provide competitorswith a more even playing field by allowing
for the confidential disclosure of carriage contracts. Access to these agreements is essential for
determining and demonstratingthat a programmer is acting anti-competitivelyand in a
discriminatory fashion.

While the Commission needs to provide for arbitration and discovery procedures, it
needs to also ensure that competitorsare not further harmed by filing a program access
complaint. Therefore, RCN joins other commenters in recommending the adoption of
standstill agreements. Use of these agreements protects competitors by maintaining the status

quo during the pendency of the complaint process.

CONCLUSION
For the reasons stated herein and in RCN’s Comments, the Commission must extend
the exclusivity ban for vertically integrated programming for another five years with the
understanding that it might be further extended and must expand the exclusivity ban to protect
“must have” programming regardless of affiliation and to eliminate the terrestrial loophole. In

addition, the Commission must adopt additional rules for program access disputes, including

42

= See Comcast Comments at pp. 28-30; NCTA Comments at pp. 11-14.
LE]

47 U.S.C_548(d), (f) (authorizing the use of dispute resolution process through an adjudicatory
proceeding).

“ Comcast Comments at p. 29.
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an arbitration remedy, a standstill agreement process, and a discovery rule to require

production of agreements.
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PRESENTATION
Unidentified Participant

Our next presenter is Cablevision. Beforewe get started please knowthat Cablevision is or during the past twelve months has
beenaninvestmentbankingclientof Bear Steams, and withinthe nextthree month Bear Stearnsintendst o seek compensation
for such services from this company. Also Cablevisionis OF during the pasttwelve months has beena noninvestmentbanking
clientfor securities related services of Bear Steams, andwithinthe pasttwelve months Bear Steams has receivednoninvestment
bankingcompensationfrom this company.

As most of you know, Cablevisionis the fifth largest cable operator inthe country, clustered inthe New York marketplaceand
is widely viewed as the industry leader interms of triple play deployment. Joining US today are Cablevision's Chief Operating
Oficer, Tom Rutledge and Chief Financial Officer, MikeHuseby. We are very pleased they could be here. The format of today's
presentationis 100% Q&A, o we hopeto get in as many of everyone's questions as possible. So as a reminderif you have a
questionfor Tom or Mike please raiseyour hand and a microphonewill be delivered to you.

Iwill go ahead and kickthings off with a questionor two of my own. Iguess my first question relatesto growth and maturity.
Cablevision is widely viewed as a leader in many aspects of the cable business. This is an enviable position but sometimes
double-edgedsword inthe eyes of the investmentcommunity. You've had many industryfirsts of operating performance.Yet
some view your company as also the first to potentially exhaust its growth potential. Your recent cable guidance shows a
decelerationinEBITDA growth, digital penetrationofbasic should approachmid80% this year; data penetrationshould approach
70%. A third of your basic customers already take voice.

S with that afew questions; where do you see your cable company in terms of its growth cycle? How much growth is left for
you inthe New York marketplace?How does your cable divisionsustaindoubledigit growth intothe future?

Unidentified Company Representative

Howdo we grow, and are we as penetratedas everyonethinks we are? There are three big areas for Cablevisionto drive growth
intothe future, and we did give guidancerecently that our EBITDA and this year we expectitto be inthe midteens, whichisan
aggressive EBITDA growth rate in my view. The three big drivers are to continue to buildthe core businessand to buildthe
residential penetrationinsideour footprint. And while we have almost69% video penetration,the upsideinterms of what the
opportunity is, is greaterthan we've alreadytaken out of the marketplace. And so how do you say that?

Well, if you look at the voice opportunity inthe residential marketplace, if you look at the data opportunity and the video
opportunity, add itall together, our 46 million passing presents a $10billion revenue opportunity of which we are over $4
billion. Sothere is more upsideinterms of market share inthose three opportunitiesthan thereis already realized.

Whenwe look at our marketplacewe lookat — go back and trace the steady growth of our data businessandthe steady growth
of our voice business and look at how many more years that kind of growth cango beforeyou tapped out the full potential, it
is significantlylonger than most people's planning horizons. And the thing that gives me confidence that our opportunity to
grow won't be retarded by some sortof cap inthe marketplaceis that in places where we've been in businessfor a while we
have some communities where our data penetrationis now inthe mid 70% range of homes past, not of our customers.

And our voice penetrationwe now have five communitieswhere we are the majorityvoice provider of wireline services inthe
communities. So those are placeswe've been in business the longest. They is a direct proportional relationshipto how long
your upgrade has been completedand how deepyou canget inthe marketplace. Yes, there are demographicissuesthat cause
differentcommunitiesto grow at different rates, butfundamentallyeverybodyis going to have high-speeddata. Everybodyis
goingto havevoice and hopefully everybody will take our video becauseitis a superior service.
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So Ithink the residential marketplaceis still a huge opportunity. The other tWo big opportunities for us our business class
services, inside our footprint the currenttelecomspendfor businessis $5.8 billion. We've cut the ratesin half, so itis more like
$3billion of our rate structure. Butwe thinkthat we can go penetratethat marketplaceverysimilarlyto the way we've penetrated
the residential marketplace. The difference between us and say Verizon trying to penetratethe video marketplaceis, most of
the businesscustomer class inside our foot print is already our video customer. Maybe our voice customer. Itis most likely our
data customer. So we already have anexistingrelationshipwith that business class customer base and it's agood relationship.
And so Ithink our opportunity to becomea new provider and not havethe sameissuesof incumbencythat a phone company
does intrying to take video gives us an opportunity to penetratethat market rapidly like we've done the residential market.

And finally there's a huge opportunity out there in advertising and commerce. $300billion is spent nationalty by businesses
trying to reach consumerswith messages about their products. So in our footprint that would translate to about $15 billion.
Cable share of advertising dollarsin a marketplaceis actually quite small. For us its a $250 million business.6% of our revenue.
And while itis growing at double-digitrates itis shrinking as a share of our total revenue opportunity over the last few years.

And so how do you shiftthe dollarsthat are being spent on newspaper, radio andtelevisiontoday to the real mass mediaform
inthe New York marketplace, which is us?Almost 70% of allpeople who watch televisionin our footprint get itthrough us.
70% of all peoplewho have high-speeddata in our footprint get itthrough us. And hopefully voice will be similarinthe near
future, and so what is the mass media forum in New York?It's Cablevision. Why is the advertising dollar base that is currently
being spentto reach consumersgoing to other media?

The answer s historic and it is —that is what's effective and that is where the inventory is butwe think there's an opportunity
to create new inventory, new commerce engineson the video screenand transfer some of that $15 billion of spend insideour
footprint to us and do that in significant ways. Sothat's our growth opportunity.

Unidentified Participant

Interms ofthe growth opportunity Iguess your guidance shows adecreased levelof reinvestmentsfor growth Iguess interms
of the CapEx basisthis year. Every managementwalks atight rope betweenreturning capitalto shareholders and reinvesting
for growth. You guys have returned some capital lastyear and yet the company is still free cash flow positive andthat profie
continuesto emerge. By our estimates we think you will generate roughly $3 billion inaggregatefree cash flow betweennow
and 2010 And Iwasjust wondering ifyou could -- how do you think about prioritizing the use of this free cashflow, giventhe
currentcompetitive environmentdo you feel restrainedwith the level of leveragethat you have?Are you comfortablewith it?

Unidentified Company Representative

Ithink that's agreat question. Itis aquestionthat obviously like most managementteamslook at every day and with our board
andwith our senior management. Ithink our strategy, which has been avery successfulstrategy has clearly been marketshare,
market share strategy.While competitorsbuild out their systems andtry to puttheir productsin place and marketthose products.
Ifyou look at the rate of growth that this company has had over the last three years the success, the penetrationrates as Tom
mentioned, the incumbency it has clearly you want to reinvest as much capital inthat core businessas possibleto keepthat
market share strategygoing. And continuet o gain customers. And those aren'tjust customersthat are defined as RGUs. Those
are opportunitiesto drive revenue through increased distribution of DVRs, the world called international product.

The servicesthat are embeddedinthe core productthat aren't defined as what is become known as revenue generating units,
which alot of people focus on. We are trying to focus on expandingthe amount of dollars we take out of each homethat we
pass, whether itis calledan RGUor not. Sothat is clearly the first priority for capital and if that translatesinto more boxes or if
thattranslatesinto moreDVR boxes, HD boxesto keepthe customershappy that's what we are goingtofocus onfirst
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Outside of that our capital requirements and our other businesses are relatively minor. We have three businesses, the core
businessobviously being cable communications. We really have very low capital requirementsinthe other businesses aside
from the factthat we aretalking abouteither refurbishingor relocatingMadison Square Garden. So then it becomesaquestion
of lookingat growth strategies, we want to take some of that capital and do somethingstrategic. Dowe want to buy something,
do we want to getinto a partnershipwith somebody and those are functions of the opportunities that are presented butwe
are not necessarily committed solelyto organic growth. So in terms of capital priorities ifthere aren't those opportunities as
we demonstrated this lastyear by returning a $10 special cash dividend to all our shareholders, we'll look at where our stock
priceisversuswhere we think it should beand look at alternativesto return capital. Ifwe don't see good opportunitiest o invest
that inthe business, which right nowwe do.

Unidentified Company Representative

Interms of capitalrequiredto runthe businesswe are very comfortable with it,and as we forecasted inour guidance itisactually
going down becauseofthe mix ofRGUs going farward. As our digital penetrationhasgoneover 80% the needfor digital set-top
boxes will decline at some point, obviously, and that is the bulk of our capitalexpenditures.

Unidentified Partidpant

Last night Chase Careywas speaking about DirecTV's upcoming lineup of something like 100 national HD. Interms of capital
you guys have operated your entire footprint digital broadcast. Is this enoughto compete with that level of offerings?Is Wall
Street makingtoo big of a deal out of their high definition offering?

Unidentified Company Representative

Foronewethinkwe cancarry everythingon earththat is broadcastsimultaneouslywith switchvideoarchitectureand broadcast
architecture. We have lots of channel capacity. Our HD product is free. We believe that HD isjust a format that its what the
television programmingisthat determines its value. And that we should make HD availableto our customersas part of their

core package. So as they get HD sets we are swappingout our existing set-top boxes for HD boxes and redeployingthose
standarddefinition boxesto other outletsinthe housein many cases.

And offeringthat productat no incrementalcostandvirtually no hasslefor the consumer. Sowe think andthat our HD product
has superior picturequality to satellite and that we can have it for no price and that we can have everythingthatis availableto
us on our networks. And so when you add allthat up we think our competitive postureis vastly superior.

Unidentified Participant

Interms of wireless, at one point your company had wireless {inaudibte). Last summer your controlling shareholders were
participatingin (technicaldifficulty). Where doyou guys standfirmly with your approachtowardswireless? There's an upcoming
auction. You also = you still own MVDS licensesfrom regular DBS. Isthere some usethere for =what isthe currentstrategy?

Unidentified Company Representative

You're right, we do own MVDS licenses across about half of the United States, and we are experimenting with those licenses.
Experimentingwith those frequencies and considering our options to monetize that asset. h terms of our cable companies
opportunity with wireless, we have a minor sales arrangementwith Sprint. We have not participatedin the consortiumwith
Sprintas some of the other operators have. We have deployed a WiFi hot spot product with aggregatorsas part of our service
offering, which is another non RGU-based revenue product that we sell where you canfor $17 a month, you can get access to
all the hot spots in our footprint. And we have begun deploying some WiFi services ourselves in specific areas, although not
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yet commercially. So we've spent some capitalover the lastyear, and we will continueto spend capitalin building a WiFi mesh
network over some of our footprint to See ifwe canturn products, turn those into productsthat can increasethe value to our
consumers. But we have not commercially launched awireless service &s of today.

Unidentified Participant

You mentioned earlier commercial services; you sized the opportunity. You've been in business I guess the larger business
segmentwith yourLightpath division, What kindof—onascaleof 1 to 10—whatkind of operational focus is Cablevision putting
on the smaller sized business market opportunities? And also how should we think about your long-term prospects here?
Comcastis targeting 20% penetrationinfive years. Where do you guys fall out relativeto that outlook?

Unidentified Company Representative

We went over 20% penetration in two years in the residential marketplace, and | just said that | thought we had similar
opportunitiesinthe businessmarketplace. There are more impedimentsto growing the residential, the businessmarketplace
than there is the residential marketplace. It's a little more complex. There is a variety of customers' needs, and their telecom
spend mayor may not be asignificant part of their overallcoststructure. So you have adifferent marketplacethan the residential
marketplace. You have a variety of legacy phone systems and you've got a variety of types of businessesandthe way they are
structured from atelecom perspective andtheir needs.

S we've spent alot of time over the last year segmenting the marketplace, identifyingthe 600000 small businesses in our
footprint, where they are. We've mapped out those businesseswhere we can serve 80% of them right now byjust a phone call
from the business. In other words, we don't haveto go out and survey anything, and of those we do haveto survey, meaning
itis a more complex installationfor the bulk of those are also serviceable without any plant extension or any kind of capital
beyondwhat isalready beendeployed insidethe footprint. Sowe haveavery good database; we've dedicatedover 600 people
to sales and marketing, customer service. We've builtan infrastructureto handle inbound callingto take care of service. All that
was done last year. So that footprint interms of operationalcapabilities deployedinside our businesstoday, andwe expectto
performwell inthe marketplaceandto provide quality service, quality installationthroughout our footprint.

We'vejust beencertifiedby J.D. Powers, our call center that handlesbusinesstelephony and handles allof our level twoservice,
whichis high-speeddata and voice has beencertified Ibelieveas the first call centerinthe countryto be certified by JD. Powers
under meeting certain criteriathat they confirm a seal of approval on. So our business class services are well-positionedand
well architected to competeinthe marketplace.

Unidentified Participant

Im sorry, doesthat mean — isthereanythingthat anRBOC canoffertheir businesscustomerthat you cannotinterms of (technical
difficulty) reliability, or is it reallya very similar product comparedto your offering?

Unidentified Company Representative

Well, itis similar,We can offer better serviceand better quality, and higher speed datathan most businesses canget through
DSLtechnology. Soyou haveto rememberthat evenin NewYorkwhereFiOS is deployedthere are 600,000 active FiOS passings
inthe New York market. There are 7 million homes inthe New York market intotal. So while you see marketingthat looks like
these services are available they are not widely available, and most businesses are served by copper plant. So our plant up
against the vast majority of businessesthat are inside our footprint is superiorto what the phone company has, and our data
products are superior so even with traditional telephony, which is pretty simple, the quality is equalto or excellentand when
itcomesto data, itis superior.

© 2007 Thornson Financial. Republishedwith permission. No pan of this publication may be reproduced ar transmitted in any form or by any means without the
priorwritten consent of Themson Financial.




FINAL TRANSCRIPT

Mar. 07. 2007 / 9:40AM, (V( - Cablevision Systiems Corp. at Bear, Reams20th Annual Media Conference

Unidentified Participant

Interms of [indiscernible) you provided us some stats on your recent earnings call in terms of what you are seeing on the
marketplacewiththeirtriple play. Isitpossibleto get some updatedview onthat?Iguess inyour mind where aretheir customers
coming from?You've seen some minor share loss, as you mentioned earlier.

Unidentified Company Representative

What Iwas trying to say in my call was that they are very muchatraditional type over builder, and we've seen lots of them in
the past. Ifyou've beeninthe cable business any length oftime Ameritech did asignificantoverbuild inthe Midwest,andthen
BC AT&T boughtthem and sold those overbuilds. SBC, the PacTel did it in San Franciscoor excuse me in San Diego, and GTE
Verizon overbuilt parts of Floridaand Ceritos, California. And we've seen through the years — RON similartype of over builder.
We\e seenthese over builderscomeand go, and against good cable operatorsthey get high single digit kind of penetrations
against poor operatorsthey get midteens kind of penetration. And there is nothing about FiOS in terms of their existing or
performance heretofore that would indicatethat they are any different than any historic over builder. That was the point of
what Iwas trying to say.

Unidentified Participant

AT&T (indiscernible)most recent availability | believe in afew thousand homes in Connecticut, haveyou seen any activity in
these areas?

Unidentified Company Representative

No, we have notseenat leastup until-- unlessthings have changedinthe last day ortwo, we have not seenthem taking orders.

Unidentified Participant

Andinterms of your competitivenesswith satellite, you made commentsinthe pastabout gaining share from the DBS players.
Isthat somethingyou are still seeing today currentlyin2007?

Unidentified Company Representative

Yes, and we talk alot about Verizon, but satelliteis much more of a significantcompetitor interms of their footprint inside our
servicearea, andwe've had great success in winning back satellite subscribersto cable. And the reasonthey come back s that
the modern cable system, our cable system is a superior video product to satellite. It has better picture quality. it has more
channelcapacity. Ithasinteractivity and on demand services, more HD, more regional programming and sports programming
in HDthan satellite offers. Itisjust a better product every way you look at it. When you add that to the fact that a satellite
customer is morelikelyto havea DSL service, which isaninherently inferior product, very low speeds, andyou look at our data
speeds against typically marketed DSL product, itis 20 times faster.

And ifyou look at the typical service level of DSL it is about ten times faster. So our high-speeddata truly gives you the ability
towatch YouTube, notwithstandingits controversyaccordingto Mark, but it gives you the ability to watch that in high-quality,
as higha quality as it can be delivered. And that is simply not true with DSL. So we have a vastly superior DSL product, a
high-speeddata productand our voice productis a better product. It has allthe featuresthat you can have on avoice product,
plus it has a portal that allows you to manage your account. You can see who is callingyou. You can change the ring tones of
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your family so you knowwhen they are calling you. You can callforward any way you want, You can get your voicemail onthe
Web, Those arefunctionsthat the traditional phone company doesn't offer, and it's cheaper, So itis a better, cheaper product.

Sowhenyou add itall together a satellite customer can save an enormous amountof money by switching and get three better
productsthan they already have. So we are doing well. At their zeniththey gotto 14%or 15% penetrationin our marketplace

andto usthe opportunity to winthat backis actually a more significantopportunity and a more competitive moresignificantly
competitive universe than what Verizon is currentlydoing.

Unidentified Participant

You mentionedyour broadbandproduct and Iguess inthe marketplaceat 65 Ithink the year 65 penetration basicswith your
onlineservice. Howchallenging(indiscernible)penetratethe service even deeper inyour footprint, are you bumpinginto more
price sensitive customers at this level?Isthere a threshold where a lower-pricedtier startsto become more attractiveto your
managementteam?And how are they hired here (inaudible) Optimum Boost and Ultra product resonate?

Unidentified CompanyRepresentative

Last year we spent about $15 a passingto take our plant architecture up so that we could offer 15 megabits down and two
megabits upis our slowest service. And we then added a boostservice ontop of that at 30 megabitsdown and five megabits
up. And we also offered aservicethat is 50 megabits down and 50 megabits up. And the opportunity, as | said, interms of the
marketplace Ithink is still significantlygreaterthan we realized. We are at 46% of homes passed penetratedandas Isaidthere
are communities where we've now gone over mid'70s penetrationinto homes passedwith data. And so Isee that as kind of
where the marketopportunity is. You still have significantdial-up conversionand frankly Ithink DSLis just pastdial-up. And
the opportunity to convertthe DSL universethat has already beenachieved by the phone companiest o areal high-speeddata
productis still an opportunity infront of us. And so when | look atthe marketplace Isee s as having a distinct product, and it
is aproductthat will becomethe base product interms of what people need interms of speed and quality from a high-speed

service. So we are not planning on going backwards and offering a lower tier. Our slowest speed will be 15, and we will go up
from there.

Unidentified Participant

Iguess with your high penetration business also begsthe question Ithink you mentioned that roughly 30% of your footprint
is already all-digital inthe New York City system.

UnidentifiedCompany Representative

That'sright.

UnidentifiedParticipant

Itseems like you are not that far off from being able to dispatchyour entire plant. Are you interestedin going to 100%digital
regardless — canyou (indiscernible) paththat your taking to start to replantsome of (indiscernible)?

Unidentified Company Representative

As Isaid, on our call, New York City is already completely100% digital, which means we've turned off the analog part of the
cable system. Which meansthat we have more unused channel capacity in New York City than we are using. So our plant is
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more empty than full. Inthe rest of our footprint we have been, ifyou are a digital customer or if you have an 80% chance of
beinga digital customer of ours, all the signalsyou see on adigital TV are digital. So we've simulcast all of the analog product
in digital sowe are 100%digital and 80% inthe homestoday. Froma viewer experience perspective.

But we also have some ofthe customerbase that doesn't have digital set-top boxes, and we also have an enormous amount
of televisionsthat are analogthat are not connected to boxes. We put about 22 boxes per householdin whenwe do a digital
installationand it gradually is growing. And if you think about what's going on in the marketplacetoday you have HD sets.
People are buying in large quantitiesand they are replacing perfectlygood televisionsthat are not readyto be thrown out so
they are going to other rooms.

We have a whole house analog service of 75 channels. You can putthat inas many rooms as youwant inyour house, You don't
needaconverterand every setthat is on itgets 75 channelsof pretty goodtelevision. Inaddition, any setthat youwant to put
an HD box on or a digital box on gets the full Cablevision service levelwhich includes a lot more channels and VOD and HD,
etc. Butwhenyou look atthe mix in your householdand where your TVs are, if the want the whole householdlit up, it's actually
a better value propositionthe way we are doing it right now.

Sothereisatensionbetweengoing alldigital andrecoveringallthe spectrum and havingaproductthatthe telephonecompany
cannotreplicate, Verizen doesn't havethat whole house capabilitytoday. Howeverthey cando itifthey wantedte. And satellite
can't do it. So we think itis our position of having some analog and an alldigital product is a good position. We think if we
wanted to shrink that down to 60 channels, for instance, we thought that 15 channels were superfluous and the number of
analogonly TVs kept getting smaller. You could get down there in a series of moves or you might do itin one fell swoop. We
have actually beendigitizing channels, taking them out of the expanded basic analog service and opportunistically adding
additional spectrum.

We think we can manage the spectrum along with switch video; in the fourth quarter we launched 60 channels of foreign
language programmingon our systemallin switchvideo. Bythe end ofthisyear we'll have switchedt o HDvideo. Soessentially
we havethe capacityto have a rich analog service whole house and carry all the channels simultaneously should we want to,
acombinationof managingananalog spectrum, switchvideo bothHD and SD and acombinationof HD and standarddefinition
digital broadcasttype products. So we are very comfortablewith our spectrum and obviously the deeperyou get penetrated
within an all-digitalsort of world, the easier itisto make the trade-offs between analog and digital product. And so the lower
- ifyou are 20% digital penetration it is much harder algorithmto work with interms of taking away channels that are widely
viewed.

Unidentified Audience Member

You (indiscernible)arithmetic exercise about a (indiscernible)million SMopportunity infront of you. You candothat same kind
of arithmetic exercise among larger businesseshbut it looksto me like Optimum Lightpath which | take it is upper mediumand
(indiscernible) has run out of steam, basically (indiscernible)and hasn't beenfor a while. So what's going on there, and what
does (indiscernible)for your SVE opportunity and maybeyou are exaggerating it.

Unidentified Company Representative

It's actually not so. Itis true that we took ‘06 and Lightpathand pivoted our strategy in'06 and wentto an allethernet strategy.
So we are convertingwhat has beenatraditional CLEC businessthat was selling inmany cases, resellinga substantial portion
of the revenues were reselling Verizon servicesto relatively small businesses, and we've stopped doing that. And we stopped
doing itin actually morethan ayear ago. So that impacted'06's performancefrom a revenue perspective. Butthe number of
buildingsthat we are hooking upwith newfiber connectionsinour footprint has expandedrapidlyin 06, and will expandeven
farther in '07. We announced the other day that we had 2000 buildings connected to Optimum Lightpath. Those are big
businesses, not small businesses.
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And Lightpath's revenueswill grow inthe future at significantlyfaster ratesthan inthe past. We are the first cable company in
America that has been certified under the world standards body called Metro Ethernet to provide ethernet services at that
quality level. We have customersthat are buying gigabytes of service from us, bigtrading companiesand so forth. And we are
very bullishon our prospectswith Lightpath, but we've made atransition inthe business, we quit sellingon the incrementall
circuit switchedtelephony. We still support our existing customer base, but all of our future revenuesessentially are ethernet.

Unidentified Audience Member

(inaudible— microphoneinaccessible)

Unidentified Company Representative

No, actuallyitis all over the tri-state area, including Manhattan.We have alicense in Manhattan, as well. Where we don't have
video on our cable system.

Unidentified Company Representative

One otherthingJohn, that Lightpathopens up interms of an opportunity, although itis not hugerelativeto our total numbers
is when we establishthat kind of a business relationshipwith a large company, which we've done in several cases recently,
sometimes are ableto often ableto work out deals with their employees. Sothat ifthey are not Cablevisioncustomers or even
ifthey arethey come underadeal, if you will, that can connectthemto the office and that type ofthing. So it has somewhat of
adrag along effectfor residential, but that is not obviously the mainfocus of the strategy, sothere are some other benefits to
Lightpath.

UnidentifiiCompany Representative

The other thing about our telecom strategy if you think about our commerce strategy connecting businessesto consumers,
and allowing the businessesto sell their wares to consumerswhich is what marketing advertisingis. We have a fulfillment
opportunity business that Ithink is quite misunderstood in terms of its size, and it's difficult to size. But last year we sold
electronically over 600,000 orders of cable services, meaning people bought upgradedtheir cable service, subscriptionvideo
on demand. They bought Optimum online by clickinga button on their TV remote and our direct warehouse would ship a
modemto a selfinstallationcustomer, That backoffice system with aneWallet onthe televisionallowsyouto shipdirectly out
of warehousingany kind of products.

Andfor instanceyou can go onto our Optimum store and buy televisions. You can buy wireless routers, all sorts of electronics.
Businessesthat have atelecomrelationshipwith us and an integrated strategyto sell productst o our customers, cantake out
costsfrom their business because we can take orders for them directly from the television. And that opportunity grows out of
our subscriber relationshipsand it grows out of our relationshipswith the residentialcustomersand the businesscustomers.
And Ithinkouropportunityto monetizethat inthe long runis aneven bigger revenueopportunity than businesstelecomitself.

Unidentified Participant

Ithink we are unfortunatelyout of time. Sothank you veiy muchfor joining ustoday.

02007 Thomson Financial Republihedwith permission. No part of this publicationmay be reproduced or transmitted in any form or by any means without the
priorwritten consent of Themson Financial.




FINAL TRANSCRIPT

Mar. 07. 2007 / 9:40AM, CVC - Cablevision Systems Corp. at Bear, Steams 20th Annual Media Conference

DISCLAIMER

Thomson Financial raserves the ight to make changes to documents, content.or other Informabonon tha web ate without obligation to notify any persen of such changes

in the <enferenca <alls upen which Event pts are based, ies may make projections or other Yookl ding a variety ofitems Such forwardHaecking
statements are bared upon curent expectations and involve nshand uncertainties Actual results may differ matenallyfvom hose stated i any forward-icoking statement basedona
number of imgortant factors and risks, which are more specifically identified in the companies* most recent SEC filings. Although the companies may Indicate and beileve that the
assumptions underlying the forwarddooking statements are reasonable any of the assumptions could prove inaccurate or incorrect and, therefore, there can be no assurance thes the
resufts contempliated in the forwarddocking statements will berealized.

THEINFORMATION CONTAINED |NEVENT TRANSCRIPTS1S A TEXTUAL REPRESENTATION OF THE APPLICABLE COMPANY'S CONFERENCECALLAND WHILE EFFORTSARE MADE TO PROVIDE
AN ACCURATE TRANSCRIPTION, THERE MAY BE MATERIAL ERRORS, OMISSIONS, OR INACCURACIES IN THE REPORTING OF THE SUBSTANCE OF THE CONFERENCE CALLS.INNOWAY W E S
THOMSON FINANCIAL OR THE APPLICABLE COMPANY ASSUME ANY RESPONSIBILITY FOR ANY INVESTMENT OR OTHER DECISIONS MADE BASED UPON THE INFORMATION PROVIDED ON
THiS WEB SITE OR YN ANY EVENT TRANSCRIPT USERS ARE ADVISED TO REVIEW THE APPLICABLE COMPANY'S CONFERENCECALL ITSELFAND THE APPLICABLE COMPANY3 SEC FILINGS
BEFORE MAKING ANY INVESTMENT OR OTHER DECISIONS.

87507, Thomson Finandial. All Rights Reserved. -~

02007 Thomson Financial. Republished with permission.No pan of this publication may be reproducedor transmitted in any form or by any means without the
prior written consent of Thomson Financial.




ATTACHMENT?2
Transcriptof Banc of America Media,

Telecommunications& Entertainment Conference
March 28,2007

DCiManage/9335596



AMdachnet 2

FINAL TRANSCRIPT

Thomson StreetEvents”

CVC- Cablevision Systems Corp. at Banc of America Media,
Telecommunications& Entertainment Conference

Event Date/Time: Mar. 28.2007 / 8:50AM ET

www streetevents.com Contact Us

02007 Thomson Financial. Republished with permission.No part of this publication may be reproduced o transmitted in any form or by any means without the
Priorw i i e n consent of Thomson Financial.




FINAL TRANSCRIPT
Mar. 28. 2007 / 8:50AM, (VC - CablevisionSystems(Corp. at Banc of AmericaMedia, Telecommunications & Entertainment Conference

CORPORATE PARTICIPANTS

Doug Shapiro
Banc of America Securities- Analyst

Tom Rutledge
Cablevision Systems Corporation COO

Mike Huseby
CablevisionSystems Corporation CFO

CONFERENCE CALL PAR ICIPANTS

John Kornreich
Sandler CapitalManagement- Analyst

PRESENTATION
Doug Shapiro -Banc of America Securities -Analyst

My nameis Doug Shapiroand I coverthe cable and satellite media conglomerateshere at Bank of America at leastfor the next
month or so. Joining me to my left is Rob Dezego who is going to be assuming coverage of cable and satellite over some
indeterminatetime frame. And before I set off here with Cablevision ljust wantedto readour disclosures.As you are aware we
are requiredto makea numberof conflictofinterestand relateddisclosures inconnectionwith our participationinthis conference
andthe companies we may discuss. Copies are inthe back of the room and also on the webcast.

Sojoining ustoday first hereis Cablevision; very pleasedto have both Tom Rutledge, COO ,and CFO Mike Huseby with us. The
briefintroduction is that Tom is a 3C-year veteran of the cable businessincluding 24 years at Time Warner cable prior to his
arrival at Cablevision. He might disagree with this -- Idon’t know — but heis widely credited with dramatically turning around
the company from a bit of an also ran in 2002 to now the highest penetratedUS's operator at least across all Rugs. Mikeis a
16-yearcableveteranhavingbeenthe CFO at both Charter and AT&T broadband prior to Cablevision. He kind ofquietly keeps
thingstogether behindthe scenes.

Sojust to start off with — introduction so far, okay, Iread itjust the way you wrote it = sojust to start off Ithink the big picture
guestionwith Cablevisionis there are two big picture questions; and the first one is whether you are going to remain an
independentpublic company. And the second one is howfast you can continueto grow inlight of how high your penetration
levelsare. And since you are notgoingto answer the first one of those or eventry lam goingtojump righttothe second one.
You are welcome. Sothe context hereis clearly you guys have done a phenomenaljob driving advanced services. Ithink that
there is no question aboutthat; but of course Wall Streetis alwaysfocused onwhat is next. Andse the big picture questionas
Isaid is what do you think your biggestsources of growth are going to come from, respectively. All right?

Tom Rutledge- CablevisionSystems Corporation= COO

Wellthere are reallythreefundamentalgrowth drivers for Cablevisiongoing forward. And interestinglythe core cable business
is still first and foremost among those interms of opportunity. You know peoplethink of us as being highly penetrated. Ithink
of us as still havingalot more upsidein our core businessthan we have already achieved. The reasonis eventhough we have
69% or so basic video penetrationto homes passed, our data penetrationto homes passed is 46% and voice penetration at
26%. So if you think about the opportunity in voice, about 87% of people nationally have a voice, awireline voice line and so
we havealot moreopportunity to sellvoice than we realize. To date we have beengrowing at about 10 pointspenetrationa
year.
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Ifyou look at data we have been in the data businessabout eight years. We have beengrowing on average aboutsix points of
penetrationayear. There are parts of our service areawhere we now have hitmid-70sdata to homes passed penetration. When
lioined the company five years agothey were about 40% penetration. So as Ilook at our data penetrationwe continueto get
excellent growth out of existing service areas. There is a direct correlationto how long we have beenin businesswith a fully
upgraded plantandwhat our penetrationis and the amount of PC utilization with Internet connectivity is now in the 80sand

still growing. Sothe opportunity - Ithink data is 100%penetratedor 100%of homes passed = opportunity ultimatelyas much
astelevision is.

And sowhenyou look at allthree ofthose drivers — data, voice, video and we have evenvideo growth eveninaworld with two
satellite providers and a phone company or two trying to be cable operators. We still have growing basic penetrationand a
superior productto all of those competitors so anopportunity to continue to grow the basic business. So Ithink ifyou look at
the total revenue residentialopportunity of telecom services, itis about a $10 billion businessin our marketplaceand we are
about $4.2 billionof that. So we are 42% penetratedof our residentialopportunity, one way ofthinking about it

Theother two drivers are business telecommunications and a new advertising form and Iwill talkabout smallbusinessand big
business. Inour marketplace itisabouta $6billion spend right now by small businessesand large businessesinside our footprint
for telecom. Historicallyeven though we have hada CLEC businesswhich is an allfiber network called Optimum Lightpath. The
bulk of the businessesinourfootprint have not been passedwith acompetingtelecommunicationservice untilthe cable system
was upgradedto two way and becameavoice over IP enabledtelecommunications provider.

Essentiallythe business marketplacewas a monopoly controlled by the phone company incumbentand it has very high price,
so we have an opportunity to go now that we have a full suite of high-endand middle and low marketproductsin IPformto
go into those markets and compete against the incumbent phone operator with superior products, superior service and a
superior reputation inthat marketplace.

And so we think there is a significantopportunity to take share out of the small business marketplace and the large business
marketplace. And then finally if you look at advertising, in the United States about $300 billion a year is spent by businesses
tryingtotalk to consumers. So if you take our footprint at 4% of that if you are looking at 4% to 5% of that, you are looking at
potentially $12billion to $15 billion marketplaceof businessestrying to talk to our consumers about their products. And right
now our advertising businessis a $250 million business, relatively inconsequential piece of our overall business, about 6% of
our revenue.

So we think that using our two-way interactive platform by creatinginventory and new opportunitiesto presentadvertising
onthe television inconjunctionwith our Internetservice and voice services, that we can fulfillthe needs of businessesto reach
our customers. And create not only an opportunity for businessesto talk to our customers-- by the way our customers are the
mass media form. Imeanwho else reaches almost 70% of the universethey pass inthe marketplacewith a full suite of video,
data and voice services?

And yet its such an inconsequential part of the whole advertising mix; and o we think the opportunity to take advantage of
that andthen createfulfillment. Lastyearwe did about 600,000 ordersthrough our remoteto various productswe sell andthat
fulfillment works by usingthe customerrelationshipwe have andconnecting that customer relationship, includingtheir billing
informationto a product that they are ableto purchasethrough the remote. We have also launched a similar product with
Home Shopping Network.

We have createdseveral interactiveadvertising platformsfor autos and homes and have more to come. We have created VOD
platformsfor advertisers and so we think that what form itwill take is unclearbut that there is a huge opportunity for ustoturn
the television into an interactiveadvertising platform.

THOMSON
www.streetevents.com Contact US s

02007 Thomson Financial Republishedwith permission. No pan ofthis publicationmay be reproducedor transmitted inany form or by any means without the
prior written consent of Thomson Financial.




FINAL TRANSCRIPT
Mar. 28.2007 /8:50AM, CVC - Cablevision SystiemsCorp. at Banc of America Media, Telecommunications& Entertainment Conference

Doug Shapiro-Banc ¢f America Securities-Analyst

Well, | have no more questions. Thank you very muchfor coming. No, let me try to unpacksome of that if you don't mind.

Tom Rutledge- CablevisionSystems Corporation- COO
Okay.

Q-AND-A
Doug Shapiro - Banc of America Securities - Analyst

No, okay. It's agood platform. Just going backt o the first one we were talking about, the core cable businessand maybejust
to focus on voice. 1think for a while now you have been talking about your voice selling being around 50% or above 50% --
maybeits atriple playselling, right?

Tom Rutledge- Cablevision Systems Corporation- COO
Right. About 50.

Doug Shaplro - Banc of America Securities- Analyst

About 50and by implicationyour voice sell inis probably notthat much higher since ifyou look atyour customerrelationships
relative to your basic subs it's not that much higher, right? So if you have roughly 70% basic penetration now and you think
your guidancethisyear is for slower basic sub growth of being (indiscernible}then maybe sub growth is slowing down a little
bit. So if we are going to stay aroundthat 70-ish leveland you had 50%-ish triple play sell inthat would implythat probably
your voice penetration~ you needto getthat?

Tom Rutledge- CablevisionSystems Corporation -COO
No, that's my alarm.

Doug Shapiro - Banc of America Securities -Analyst

Impliesthat your voice penetration probably levels out, probablyin the kind of midto high 30s, just onthe map of that. And
would beat 27% atthe end of'06 and doing about a percenta month, that would imply that somewhereinthe course of 2007
you are going to hitthat wall. So | guess the questionis, do you see implicit in your answer is that you think sellinis goingto
goa lothigherorthat you're going to drive voice much deeper into the nonbasic base?

Tom Rutledge- Cablevision Systems Corporation- COO

Well 1think implicit inwhat | think is that sell in will increase intriple play, consistently. And that would be true even if you
weren't growing asyour penetrationrisesyour incremental sort of your base of what you haveto selljust to stay evengoes up.
And so andwe anticipategrowing. So itimplies, the implicationisthat the sellinrate hasto go up. And reallythe mathis actually
quite complicatedwhen you break it apart becauseyou have customerswho arejust movingwho are inthat connectrate. And
then you have customerswho are moving butweren'ttriple playwho havean opportunity to upgrade during the transaction.
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Andthen you have people moving in and 0Ut of the area. So it gets really complicatedactually when you really break it apart.
You reallyneedto look at it from alot of different angles.

The bottom line | think is that we are growing at a steady constant rate. We have beenfor alongtime. ifyou look at our data
businessithas grown around 6 points of penetrationayear; some years 7, some years 55. Butitis a solid, steady conversionof
the marketplace and our share of that growth remains relatively constant. And Ithink that everything | have seen about the
voice businesst o date looks similarinterms of performanceinthe marketplace.

Doug Shapiro- Banc ofAmericaSecurities -Analyst

50 Iguessjust as afollow-upto that becauseyou havethis granularity, of coursethat we can't see, whenyou look at the sellin
voice inyour oldest market, I guess A. And alsoB, whenyou look at the sell inof former triple play customerswho are moving
Iguess, interms oftheir propensityto take the triple play again.

Sowhat are you seeingin terms of those things that would give us comfortthat that number can continue to go higher?

Tom Rutledge - Cablevision Systems Corporation -COO

Wellas| talkedaboutthe data businesswhich Ithink is agood proxyfor voice asfar as Icanseeto date, there were placeswhere
five years ago we had some communities at40% data penetration. When our overalldata penetrationwas inthe 20s, And now
those communities are inthe mid-70s and the whole data penetration of the whole businessis in the mid-40s. So you had
certain characteristics of communitiesthat have an impacton penetration. You also have longevity in the marketplace.Don't
forgetwe did this rolling upgrade. Sotherewere parts of Long Islandthat have beenupgradedalongtime or partsof New York
City that have only upgraded afew years. And so you have various rates of penetration, part of which is determined by how
longyou have beeninthe marketplaceand another part basedon the characteristics of the community.

And so I havethe mostinterestingthing aboutthe data business that Ithink bodes well for the voice businessis that growth
is continued throughout the footprint, and has not peaked and continues to be steady and solidyear after year even in areas
with very high penetration. And | think that there is atimeframefor market conversionthat is part of human behavior. lam not

sure how itworks exactly but marketplaces reactthrough time and Ithink the voice marketplace looks very similarto the data
marketplace.

Doug Shapuo- Banc ofAmerica Securities- Analyst

Stayingon basiccable or core cable business before Iwant to talk about this small medium businessopportunity for a second.
Onethingyou haveandyou didn't mention, and | don't think you've reallytalkedabout alotisthe companyis pricing or margins
for that matter. Butjust to focus onthe first of those. And Mike ifyouwant to maybejump inonthis. Butyou have seen steady
ARPU growth driven by rising RGU penetration but you haven't changedthe price of the $90bundle.

Tom Rutledge - CoblevisionSystems Corporation- COO
That's right.

Doug Shapiro - Banc ofAmericaSecurities-Analyst

Sit's really Iguess a two-part question; the first isjust setting a baseline. What are you seeing in terms of the actual average
ARPU on the 90 odd bundle, just kind of like a 115 number?What are you seeing in month 13?And we do a roll off that first
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year. And then the second part of the questionis what do you think about - isthere a pointwhere you think you might have
to startto actually raise prices again as opposedtojust rely on penetrationgrowth.

Tom Rutledge- CablevisionSystems Corporation- COO

We have done — we have had aggressivegrowth, very high revenue and cashflow growth relative to the industryand relative
to our history inthe company. And we have donethat primarilythrough selling more productsto people and creating more
value for consumersand driving morevalue intothe home. And we have done that by growing that value proposition rapidly.
Sothe consumersto Cablevisionwho now agreedon averageto pay us $115 amonth have done so willingly, notthrough rate
increasesbut becausethey wanted our productsandthey are good value proposition and we have had rapid adoption.

We have pricedourselves so that we can drive as deeply into the marketplace as possible and convert as many customers as
possibleto triple play as rapidlyas possible.And dothat inaway that producesexcellentfinancial metrics atthe sametime. So
we have tailored our marketing and our installation processesand our upgrade practices and where we take orders around
that proposition. And Ithink we have successfullyexecuteditto date.

When customers come in at $90the actual average customer comes in about $115, and after 13 monthsthey are around $140.
Andthatis risingstightly throughtime because we have added additional things like international callingand a higher-speed
high-speedservice, 30 megabits. And haveincrementalproducts like $VQDs and other things like that, that peopleare buying.

Soyou havethe initial purchase; you have the step up and you have incrementalpurchases beyondthat that continueto drive
ARPU.

Plus we havethings in ARPU that aren'tin RGUs like DVRs and SVODs and otherthings of that nature. Sothe step upis good.
Thechurnafter 13 months, after 18 monthsis significantlylessfor atriple play customerwho came inatthose ratesand stepped
upthan itis for a customer who didn't buy atriple playatthe sametime.

Doug Shapiro-Banc of America Securities-Analyst

Okay. Butto answer my questionyou don't have any intention of raising prices for those -- you know at some pointagain you
will see some sort of stabilizationin some of these penetrationrates and you will have everyone--noteveryone--you will have
someall your triple play customers -- (multiple speakers)

Tom Rutledge- CablevisionSystems Corporation- COO

We have no plans -

Doug Shapiro - Banc of America Securities -Analyst
You have no plans. Okay.

Tom Rutledge- CabievisionSystems Corporation- COO
To do such athing.
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DougShapiro-Bancof America Securities-Analyst

Fairenough. All right. And then on the marginsagain, | think you had a brief period of alittle bit of margin pressurewhenyou
were rolling voice out and things seemto have stabilized or even picked upalittle bit. Whenyou look out againjust within the
core businessandyou have sort of offsets of programprice pressure, you havethe mix shifttowhat | think or should be higher
margin products, some of these new products. How do you think about the margin outlook?

Tom Rutledge - Cablevision SystemsCorporation- COO

Well, you know, our margins have not materially changed. | mean at least in my mind not materially. When they have been
within 1%ofwhere they are now, as longas} can recall. And so there is slight variations depending on seasonality and other
things. And the mix of products. But we don't actually managethe margins; it is not the way lapproach my decision-making
processinterms of average margins. We have avariety of productsthat we offer andwe lookat transactions andwhetherwhat
the costof the transactionis, both in capitalterms and whatthe average subscriber life isand what the returnto that transaction
is. And ifthat is a positiveresult meaningwe'd create economicvalue, we do it.

The mix of margins in avariety of opportunities will change through time. Itis actually coincidentalthat it has remained as it
is.

Mike Huseby- Cablevision Systems Corporation- CFO

And onamacro basis Doug, Cablevisionhas obviouslyvery successfullyemployeda marketsharestrategy through development
and packaging, marketing of the triple play as a leader going back severalyears and kind of achieving a penetration rate that
you and Tom have talked about. When you have a marketshare strategy that is employed and you are able to maintainthose
kindsof margins, just under 40% while you are growing revenuesat — inthe cable business 18%last year -- that isa pretty good
thing. Especiallywhen programming costsandthe choicesconsumersare getting by having more programs available continue
to increasefairly substantially.

S0 managing to that margin which as Tom said we don't manage to a margin, but being able to achieve that margin while
rollingout a lot more sports programming, HD, allthe things that consumers are now getting andachievingthe kind of market
sharethat Cablevision has been able to achieve is a pretty substantialaccomplishment. You could turn certain kinds of costs
off and make the margin higher but you would be sacrificingyour strategy to do that; which with the increased competition
isn'tthe rightthingto do. I think what Tom and the operating peopleare doing is exactlythe rightthing to do and generating
very healthy cash flow as well as the last two years some modestfree cashflow, even after the leveragewe havetaken onto
paythe special dividend last year of $3 billion.

Tom Rutledge - Cablevision Systems Corporation- COO

You know the other thing about margins as you are growing rapidly you have transactional and marketing costs that are
operatingexpenses.And so ifyou mature— notthat Ithink we are maturing like | said earlier, Ithink there s lots of opportunity
-- butifyou mature or when you maturethenthe margin should expand.

Doug Shapiro-Banc of America Securities-Analyst

| didthenwant to segue into parttwo of your answer which was the business opportunity. And maybeyou could give a little
bit more details interms off what you haveto do or have already doneto putthe infrastructurein place interms of the sales
and marketingorganization which | am assumingis a separate entity.

www.streetevents.com Contact Us

© 2007 Thomson Financial. Republished with permission.No pan of this publicationmay be reproduced or transmitted in any form or by any meanswithout the
priorwritten consent of Thomson Financial.




FINAL TRANSCRIPT
Mar. 28, 2007 / 8:50AM, CVC - Cablevision SystemsCerp. at BancofAmerica Media, Telecommunications& Entertainment Corference

Tom Rutledge - Cablevision Systems Corporation- COO

Itis.

Doug Shapiro - Bancof America Securities- Analyst

And what if anythingyet you think you needto do interms ofthe actual plantinfrastructure. And what a reasonabletimeline
is foryou to really attackthe marketand for usto startto seethat inthe numbers.

Tom Rutledge- CablevisionSystems Corporation- COO

First of all, all ofour guidance for capital, cash flow, marginsetc. are, includesthe small business marketplace. What we have
done iswe have gone out and looked at the marketplaceand saidto ourselves, how are we goingto managethis insidethe
cable business. Historicallywe have had Lightpathwhich is a separate entity from the cable company; actually runs a separate
network, And that target for Lightpathis the large business enterprise marketplace. Itis about a $22billion market segment
in our footprint, so that meansthere isa $3.6 billion small business segment inside our footprint.

Historicallycable has beena residential business, so when we count our passingsthere are homes passed, they are residence
passed, they do notinclude businesses.And so the businesseswere notin our database. And so one of the first things we did
was went out and build adatabase and so we collectedvarious businessdatabases and we physicallywalked out our plant and
identified all the small businessesinside our footprint and cross-referenced them againstall the various databases.

We identified over 600,000 businessesinsideour footprint that we passedwith cablethat were serviceable today. Serviceable
not meaningthatthey have awire intothe building, butthat our hardcable, our physicalassetson the polesorinthe conduits
were infront of that building and all we neededto do was put inan installationdrop to create connectivity to that building.
Wethen beganmarketingthose buildings lastyear, and we are now inthe middle of earnestly marketingthe 600,000 business
marketplace.

\\e have developed an inbound sales force. We have developed an outbound sales force. We have developed adoor-to-door
sales force. We have created a separate service call facility to handle customer questions and staffed it24 hours a day that we
can providethe highest quality service. Our call center by the way hasjust been certified by JD Powers, the first inthe country
to meettheir standards of excellence for a particularcall center. This is our business call center and our high-speeddata service
leveltwo call center.

So we have got our customer service infrastructure. We have got — we trained our personnel, because the installations are
different, thereis alot morevariety in businesstelecominstallationsthan thereis in residentialinstallations. Becausethe nature
ofthe marketplaceis there is lots of resellersout there who have sold all sorts of hardware that we have to interfacewith. We
haveworkedour way throughallthe specificationsof thevarious interfacesthat we will havet o dealwith. And we have created
products and pricedthem inaway that makes us competitive in the marketplace.

Basicallywe chargeabout half of what Verizon or AT&T charges for the same service with a higher-quality service and a more
sophisticatedservice, too, because itisall}P. And interms of data capacity, interms of voice quality, itis equalto or betterthan
anythingthe incumbents provide and build for the future.

Doug Shapiro -Banc of America Securities -Analyst

So the $3.6 billion opportunity is really —~
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Tom Rutledge- Cablevision Systems Corporation -COO
Itisreallya $18 billion-- (multiple speakers)

Doug Shapiro - BancofAmerica Securities-Analyst

Okay. And then all of that was done lastyear.

Tom Rutledge- CablevisionSystems Corporation-CO0

Essentiallythe work of getting ready was done lastyear; | meanwe beganmarketinglastyear. And we went initially we started
sellingfourlines,andnow we are up into 12, 16 linesandgraduallyincreasinghat as we moveup the spectrumofsophistication
to the businessesin our footprint.

Doug Shapiro- Banc of America Securities -Analyst

S ifyou were to characterizethe nature of the marketingprocessor the effort 0n a 10 point scale, 10 where you're goingto
getto, where would you say you are right now?Becauseyou are marketingacross the whole footprint, right?

Tom Rutledge- Cablevision Systems Corporation-COO

Wellyou mean, where, you meanwhat is our ultimate penetration?

Doug Shapiro - BancofAmerica Securities -Analyst

No, no, no, no. | meanhow hard areyou out there poundingthe pavementtryingto drive --

Tom Rutledge- Cablevision Systems Corporation= COO -

Oh, we are infull battle mode. We are there. We are available everywhere.And we have people out there who are trying to
convert business customersto us as rapidlyas we can. You know itis a different marketplacethan the residentialmarketplace.
The decisionfor a businessto switch providersis a bigger decision. They haveto have confidencethat itis intheir interestand
evenifthey cansave halfthe moneyitis still a relativelysmall part of their overall expenditure.They are not going to puttheir
whole business at risk unlessthey have confidence that you are going to provide good serviceand itis a good deal.

So we have credibility as a residential provider. We have over 1.3 million voice customers inthis footprint. We have several
million data customers, most small business owners, buythe best data service that can get sothey are buying itfrom us. And
they are buying voice from us because they know value in their own residential world and so you have credibility in the
marketplace. Itthink it isimportant to establishthat and Ithink that is going to help usthrough the business marketplace.

Doug Shapiro- Banc ofAmerica Securities- Analyst

And Mike, is this something you planto breakout inyour financials at some point?
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Mike Huseby - Cablevision Systems Corporation- CFO

Well, we talk about it. Rightnow itis —there are two pointsyou look at. You look at first off as Tom mentioned, we don't count
those passings in our residential homes passed of about 4.5, 4.6 million. And so when you talk about penetration rates you
knowto the extentthat the numeratorwhich is the numberof customers and the denominatortendsto change significantly,
youwant to breakitout. Butitis notsignificantenoughright now from our perspective to breakout interms of relativemateriality
and also some of the competitive things that we're looking at, we just don't reallywant to breakit out right now where as Tom
saidengaginginfull battle mode. Butwhen itgetstothe point where itisimportantto the investorand reader'sunderstanding
of our results, we will give consideration in puttinga lot more detail and disclosurearound it.

Doug Shapiro- Banc of America Securities- Analyst

Okay. Well 1do want to definitely leave some time for the audience; Iwould be remiss if | didn't approach the competitive
question. Andse Iguessyou are obviously—well of allthe operatorsinthe countryyou are probablyfacing the mostconcentrated
competition from Verizon's FiOS product. Maybe you could give us a sense of what you see happening there really inthe
trenches; you know Ithink onyour last conferencecallyou outlined some numbers. But even beyondthat what you are seeing,
what you are doing interms of win-back offers, what you're seeing interms of the nature of the Verizon marketingeffort.

Ithinkinitially there was some anecdotalreportsof very aggressive door-to-door marketingand nowthey havemovedto more
of amass medium, seeing radioand alittle bit of seeing some outdoor. You know, so how hasthat —how hasthat changed?

Tom Rutledge - Cablevision Systems Corporation= COO

Well ithasn't changedin any materialway since our phone conversation regardingearningsand the numbersthat we put out
then. Ithink the interestingthing aboutthe Verizon overbuildand us, we havethe advantage-one of our strategicadvantages
andone ofthe reasonswe putthe companytogether the way we didisto put our eggs inthe New'fork metropolitan areaand
to have a relatively powerful position inthe biggestmedia marketinthe country,

And we have marquee assets that support that with our MadisonSquare Garden and the Knicks and cinemas, and Clearview
cinemas, Radio C iMusical Hall. We are a New York centric company and as a result of that we have great success in the
marketplace. Onthe other handwe attractcompetition, and Verizon is alsofocusingon certainmetropolitan areas andwe are
part of that. So yes we do have more Verizon overbuild than other MSOs and that is a negativeto us. But it is offset by our
presence in New York in general.

The thing that} find interesting about their overbuild so far is itis very traditional and it performs very similarly to overbuilds
inthe pastthat I have seen with Ameritech and PacBell and Verizon itself, GTE down in Florida. They are up against a good
operator. | think, you know, they are a high single digits kind of company and ifthey are not, they are goingto get a little more
than that. But itis a very difficult business taking away an incumbent's subscribers with a me too product. There is nothing
aboutthe productthat isany better than our product and in some ways it is inferior and itis definitely inferior from a pricing
perspective. Itis actually higher pricedthan our product.

So our performanceis what itis. Now interestinglythey have gone to a mass media strategy. If you think aboutthat, several
things; they only serve a little over 600,000 passings inthe New York metropolitan area. Sothey are buying advertisingfor 7
million homes, but 92% of their ad dollars are falling in places where they can't provide the service which is interesting and
inefficient. So you really have to think about whattheir actual service footprint is, not what their advertisingis. And what that
does to them and what it does to us. To the extentthey stimulate interestin triple play and 92% of the placeswhere that is
stimulated is us and not them, that could be good for us. But Iguess the bottom lineis, itisame too productand itis priced
higher.
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Doug Shapiro-Banc ofAmericaSecurities-Analyst

I think that roughly 30% of your footprint overlaps with them --

Tom Rutledge- Cablevision Systems Corporation- COO
About 92.

Doug Shapiro - Banc ofAmericaSecurities- Analyst

Okay. Sorry. What isyour - (indiscernible)talked about getting to Ithink 15 million - Ithink roughlyaround 50% of their passings
by the end ofthe decade.

Tom Rutledge- Cablevision Systems Corporatian- COO

Yes.

Doug Shapiro -Banc of America Securities - Analyst

ks ityour assumption that that is going to be pro rata across your 90% or do you think they are going to have more of that
vis-a-vis disproportionallyinyour footprint?

Tom Rutledge-CablevisionSystems Corporation- COO

Wel, Idon't know the answer to that. It would shock me ifthey actually keep going to the end of the decade. But the —you
knowthat is what they say —andthey do and you know they have said what they have done inour footprint. 1saw the other
daythat there was an article regardingVerizon andthey were talking about the fact that they had 6 million passings activated.
But 15 million weren't really active because they were apartments and so if you think about their capital structureyou know,
they havetalked about what their cost per passingis. And yet they are now saying their passingsaren't really passings, that a
quarterof them are unserviceable.| think itis economically unbelievably bad interms of what they are doing interms of return
to capital but and evenworse than they were saying.

Doug Shapiro- Banc of America Securities-Analyst

But have you seenany changeintheir behavior patterns (multiple speakers) interms oftheir activity.

Tom Rutledge- Cablevision Systems Corporation - COO
No.

Doug Shapiro - Banc of AmericaSecurities -Analyst

Or seeking out newfranchises.
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Tom Rutledge- Cablevision Systems Corporation- COO
No.

Doug Shapiro- Bancof America Securities -Analyst

Of this isjust an aggressive business.

Tom Rutledge- Cablevision Systems Corporation- COO

They are doing what they have beendoing.

Doug Shapiro-Banc of America Securities-Analyst

Okay. Iguess that is a good segue to open it up to the audience and we are very happy to take any questions. And out of
characterJohn Kornreichhas a question.

John Kornreich - Sandler CapitalManagement- Analyst

Two questionson capital spending; one broad and one specific. The specific questionisyou have had atremendous surge in
03, '04,'05 and'06incablemodem boxes anddigital boxes. Imeandon't these things have a five-year life which would suggest
thatin'09,'10,'11, '12 you are going to havetoreplacea lotofstuffandyourcapital spendingforwhatyoucall the fixed portion,
isgoingto rise dramatically?That isthe specific question.

The broad questionis, Ithink it is a given that the demand for broadband capacity is going to increase pretty rapidly from
customerswho want morevideo andfromyou. You wantto do moreinteractiveadvertising. Andif that isafactisn'titinevitable
that the so-calledfixed portion ofyour capital spending will rise as a percentage of revenue which is what is important; not in
absoluteterms, but as a percentage of revenue?Thanks.

Tom Rutledge- CablevisionSystems Corporation- COO

Tothe first part of your question, customer premiseequipmentreplacement,you know Digital settop boxes don't break once
they are installed. Neither do TVs by the way. And we have seen with the proliferation of HD sets that peoplejust take their old
sets and move themto other rooms; they don't die, they just move. And while equipment does have five-year lives from an
accounting andfinancial perspective it can have much longer life.

Secondly the bulk of the capital CPE spending is on Digital set tops and modems and voice are actually relatively small, and
particularly relatively smallwhen it comes to the revenue and cashflow that those businesses generate. Whereas the set top
box is actually, while a good return on investment, a much higher capital investmentper RGU. And so what will happenyou
have two trends. One is we are trying to put intelligence in the network so that we don't needto continually increase the
sophistication of the settop boxes.

Oneofthe strategiesbehindthe RSDVRwhichisjust one of aset of option opportunitiesthat a centralized networkinfrastructure
allows, isto have less expensiveterminalsand putthe capitalinthe networkand havethat capitalhave awider r alower cost
per unit essentially andto be more well utilized by the entire base of customers. So you have that sort of trend going on, the
fact the boxes don't die and this othertrend which is cable ready sets, meaning digital sets increasingly being sold with cards
that you are allowed —thatyou are ableto putinthem — ultimatelythat will be twoway. And oncethat happensthe obligation
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of the cable operator keep buying the hardware or the Settop will go away. So | think all of those things meanthat ultimately
we won't be replacingmostofthat settop capital.

The secondthing about developing interactiveinfrastructurel think that the revenue upsidethere is greater than the capital
requiredto makethe network smart enoughto do the interactivity on a proportional basis. And | haven'tfigured out all the
capital costs that would go intothe network. Butfor instancelastyear we raisedthe speed of our high-speeddata servicefrom
10to 15 megabits and launched a new separatetier at 30 megabits and 5 megabits up, and that cost us about $15 a passing
in capitalto makethe network capable of doing that.

So Ithink we will havethose kind of investmentson occasionas we increasethe networkcapacity. But| don't see that as being

nearly a significant driver of capital spending as CPE was and Ithink CPE capital [falls] and network capital relative to revenue
declines.

Mike Huseby - Cablevision Systems Corporation - CFO

Switchvideo you can manage.

Tom Rutledge- Cablevision Systems Corporation- COO

Switchvideo we launched oo lastyear for literally a couple of dollars a passing. We launchedit across our entire footprint.

DougShapiro -Banc of America Securities-Analyst

lam hesitatinghere because we have 20 seconds left. So maybejust to follow up onthat ifyou could give a very quick answer.
You talked about (indiscernible)reclamation, you talked about switch broadcast as these tool to save bandwidth, Where are
you interms of deploying switch broadcast, and when you say across the whole network, are you going to improve —are you
goingto increasethe size of the switchinggroups?Where are we at —what inning are we in interms ofyou taking advantage
of those sorts of things?

Tom Rutledge- Cablevision Systems Corporation- COO

Ithink we are atthe beginning. | think our network hasinfinite capacity, doesn't needto be upgradedagain. We have launched
60 channels on switch video to date. There are other opportunities — it is an algorithm based on maximum peak utilization.
And itisvery efficient depending onthe natureofthe productand how many viewers there are. And so we needto figure out
the right mix of products going forward. We are also launchingadditional HD channels and itis possibleby the end of this year
that we will have switchto HD as well.

Doug Shapiro-Banc of America Securities- Analyst

All right. With that we ran over, but thank you very much both Mikeand Tom.

Tom Rutledge- Cablevision Systems Corporation - COQ
Thank you.
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DISCLAIMER

Thomson Finandial reservesthe right to nukechanger  documents content or ather informationon this web ritewithout obligationto notify any personof such changes.

In the conference calls upon which Event Transcripts are based, companies may make proj or other forward-loaking statements regarding a variety of items. Such forward-Hooking
statements are basedupon turrent expectations and involye risks anduncestainties. Actual results may differ materially from those stated inany forward-looking statement basedon a
number of kmportant factors and risks, which are more specifically identified in the companies' most recent SEC filings. Aithough the cempanies may indicate and believe that the
assumptionsunderlying the forwardHooking statements are reasonable, any 0fthe assumptionscould prove inaccurateor incorrectand, therefore, there can be noassurance thatthe
results contemplatedin theforward-ooking statementswill be realized.

THE INFORMATIONCONTAINEDINEVENT TRANSCRIPTS IS A TEXTUAL REPRESENTATION OF ME APPLICABLECOMPANYSCONFERENCECALL AND WHILE EFFORTS AREMADE TO PROVIDE
ANACCURATE TRANSCRIPTION, THERE MAY BE MATERIAL ERRORS, OMISSIONS, OR INACCURACIES IN THE REPORTING OF THE SUBSTANCE OF THE CONFERENCE CALLS. IN NO WAY DOES
THOMSON FINANCIAL OR THE APPLICABLE COMPANY ASSUME ANY RESPONSIBILITY FOR ANY INVESTMENT OR OTHER DECISIONS MADE BASED UPON THE INFORMATION PROVIDED ON
THIS WEB SITE ORIN ANY EVENT TRANSCRIPT, USERSARE ADVISED TO REVIEW THE APPLICABLE COMPANY'S CONFERENCECALL ITSELF AND THE APPLICABLECOMPANY'S SEC FILINGS
BEFOREMAKING ANY INVESTMENT CR OTHER DECISIONS.
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