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46. A reasonable limitation (o this reqoirement is thal Comcasi offer Xfinity by jtself
withio ils cable television footprint only; otherwise Colncast would be compeling direetly wath
ont-of-region cable operators in the supply of MVPD service. In addilion, Comeasl cable
televisiou subseribers should be able to opl oul of Xfinity from their cable television package at a
rebale equal o the standalone relail price of Xfimty. With access to Xfinity at & positive price,
coslomers subscribing to an OTT or soine other online video provider could “eat the cord™ ta
Coincaest’s cable television fervice and siill he able ta waich Xfinity content. Moreover, with
access to Xfunty at a reasonable price, OTT providers conld pul forward a comnpellivg ofier to
Comeas! cable television subscribers,

47.  Because reguleting Uie retai]l price for Xfinity 15 ayethema to ecouonists, we
would prefer lo wduce Comcast to price ifs online portal at @ ceasonable level by requining
Comcast to allow ifs cable customers b opt oul of Xfimty for a rebate equal o Xfimily's
standalone price. To unmderstand why the opt-put provision is important, consider what might
bappen if Comcast were constrained b provide Xfinity by itzelf with no opt-out provision.
Agsume a Comeasl costomer gubscribes ta 6 bundle of cable television and Inlernel with Xfinity
{the “Xfinily bundle™) for $100 per mauth. If the cusiomer drops her cable television service but
is allowed to acceas Xfinity purauant to the d-lacarte requirement, then her uew monthly cherge
is equel o the siandaloue (penalty) price of cable uuxlem yervice (360 per wouth) and the
standalone pnce ol Xfnity (to be sel by Concast). Accordingly, zn OTT prowider inducing ap
Xfinity bundle cuslomer to cut the TV cord has a mouthly meargin of $40 less the standalone
price of Xfinity less the marginal cost of supplying online video service. If Comcast sets Lhe
standulone price of Xfinity at 540 per inonth, then the margin for the OTT provider vamshes.

However, if Comeasl customers may opt out of Xfinity at a rebale eqnal 1o the stanpdalone price
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of Xfinity, lhen Cemeest’s meentive 1o squecze OTT providers will be lempered. Conlinuing Lhis
example, if Comcast charges $40 per monlh for Xfinity, then & Comeasl customer paying 3100
per month for the Xfmity bundle who opls mil ol XAmiy would save $40, redueing her bill from
£100 to $60 per month for a bundle of cable lelevision and cable lutemnet service.

43. 1 understand that one remedy under consideration is o compel Comcast o
unbundle ils Xfinity service from its digilal cable television service for Comcast’s cable
television cusiomers oaly. In our option, this remedy wonld not effectively promote the
development of online video. Snch e linuted requirement would leave customers no miotivation
w cut the cord and leave OTT praviders no enmée into the MYPD market. Supposing the a-la-
rarle remedy were limited ta existng Comeast lelevision cuslomers, a Concast lntemnel-only
subscriber could uvot access Xfinity—nor could a Verizon DSL or FICS customer. Without
gccess (o X hnity, customers wauld be diginclined 1o ot the TV cord and transition to an online
video service; cuming the cord would mean loss of access 1o the must-have ouline sputent it
Xbnily, including the soon-to-be-afhiliated NBCU must-heve ounhne content likes sporty end
news thel cumently resides on Hulu and NBC.coin. Wilh little prospect for competition fran
OTT previders, the price of Comcast’s cable lelevision service would remain stubbomly high. In
coutrast, when Comcast is compelled to sell Xfinily 1o ell comers on a standalope basis, OTT
providers could lhrive and (hereby impose significani price disciple on Comcast’s cable
television service. Limiling the a-la~carie remedy to Comecasl's cable lelevigsion costomers would
be merely reinforcing Coineast’s anlicompetitive tie-in; no one could access Xhnily without
authenticeling a subscription w Comeasl cable television. In sum. it Comeasl is not compelled to
sell Xfinily on an a-la—carie basis to all comers, then Comcasl customers would uot hikety saimh

10 an OTT provider because they would lose acoess to the must-have content that is exclusive to
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Xfinity. This argument presumnes that customers of an GTT provider could nol access NBCU's
online prperties via alternative siles such as Hulu and NBC.com.

49 To be fair, a limiled a-la-carle requirement might allow Comcast cuslomers Lo
purchase a dvel online video service with the rebate from opting oul of Xfinity, However,
depending on how Comcast priced jis stapdelone cable television service (thal is, wilhout
Xfinity}, this opportunity could be severely limited. For ezample, 1f Comcast offered ils cable
television cuslomess a 35 per month rebate for opting oul of Xfinity, the OTT providers would
have $5 of margin (before cousidering thar cosla} witlin which 1o hire Comcast customers to
their online portals. Even if OTT providers conld eam a prefl al $5 pec month in revenues, there
i 8ill no assurance they would thrive wilhout access to the must-have online programming
behind the Xfinity pertal, In sum, OTT providen: can only benetit congumers if OTT providers
can add as much value as consmners lose by coinng e cord. By lioking Xfuity acceas—which
would inclnde NBCU's must-have online conteat if the Lransaction were approved—to a
Comeast cable (elevision subscription, the value OTT providers add i3 largely atlenuated.

CONCLUSION

50.  Having tully cousidered the reply by Comcasl and its economisls, I conlinue to
believe that the proposed trensaction would reduce competition in the supply of MVPD services.
NBCLU's broadeast prograrming is musi-have centenl, and as the Commission recognized im ils
2007 Sunset Order, “a competiive MVPD’s lack of access to popnlar aon-RSN nemworks would
uot have u marenally different impuct on the MVPLY's subscribership than would iack of access
tp an RSKW." The best way for the Commission to preserve competition from Comcast’s
naditional MVPD cdvals and from nascent OTT providers i3 to ensure thar non-Comcast
ausiomers have access o NBCU's must-have content. Comcast has proven routinely thar the

nen-diserinination provisions in the Cahle Act are gameable. Comcast will not efficiently price
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ils affiliated, musl-have contenl—Ihal s, price (he content as if it were an independent
network—untl il is exposed Lo the posability (hat e Comeast subscriber may opt out of a
network from Comcast’s digitel licr at a rebale cqual 1o the wholesale price. Similarly, OTT
providers will not get their legs under themn until Comcast 15 barred from requiring authentication
te access Fancast XAnily TV or its oller must-have online prograinming.

x ¥ ¥

I declare under penaliy of perjury Lhat, io Lhe best of my knowledge and beliel, the foregoiug is
true and correci. Executed on August 19, 2010,

fop s

Hal 1. Singer
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INTRODUCTILON

1. Counsel for Communications Workers of Amenica (CWA) hat asked me to reply
to the economic arguments in Comeasl’s response lo peiitions to deny’ and in (he reply report qf
Dre. larsel and Kalz.® Comcast and il3 economisis wonid like to furn this proceeding inta a

referendnm on verlical integration in the cnble indusmry.? To deflect altention from the relevant

1. Comecasl Oppositon te Petilione 1o Deny ored Refponse o Comments, July 21, 2010 [hereinafer
Opposition].

2. Mark [serl & Michael I Kaip Economic Analysis o6 he Proposed Comeast NBCU-GE Transaction, July
21. 2010 [hereinafier Kate-Fore! Replyl,

3 fd 9 9 "The Lirerwrare ¢oncludes thar, in the vast majonty ol casex, the pro-compelitive eflmis of
internalization dominate and thus vertical integration enhances welfare.””) The phrase “double marginalization.™ 1he
ehimination af which is purportedly doving thiz merger, appears al lensl 13 woes in the lsrael-Kalz Reply. fd 1 5,
10 26, 35, 4%, 61, 62, 63, 66, 76, T&. 7%, 139, Citing (he NFL-DlirecTY exclusive deal for out-ofmarket regular
seasons games, Comcast’s economists alse argue ncorectly that “the decizion of whether or nol to caler mle an
exclusive aTdngement iy warelated 1o wheiber an MVYPD iz vertically inegrated with one or more networks.” fd. §
37 (emiphasix edded). It ix mare difficult 16 induce an upsiream supplier to refuse to deal with 2 downsueam rival by
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inquiry—namely, whether Comeast would anticompetitively mainlain it significant,
downsream market power after abuining NBCL's must-have-progrenuning properties—
Caoineast's economists present empincal inodels shiowing how the fypical vertically integrated
firn behaves vis-d-vis rival multichamel video programming distributers {(MVPDs). Comcasi
offers the Commission a cozy blanket thnt purperts 1o show, emong ather things, that pror
integration of broadcast networks willl regicnal sperty petworks {R3N3) geoerally did not affecl
price’ and (hat vertically iutegraied cable operators nsually are no less likely Lo carry indepertdeni
networks than nen-vertically-integrated cable operators.” But this ingniry is not about vertical
integration in the absiract. Ralher, the ingniry econcems lhe likely conduct of a recidivist
discriminalor witl significanl downstreain mnerket power who 16 oblaining the disinhniion righis
o musl-have programming. As I explain in Part I of my reply report, the most relevant history to
thiz case is Comcast’s prior discriminalory condurt in Pliladelphis—refusing to supply an
alfiliated RSN to all direct broadcasi satellite (DBS) providers—and in Chicago-—seeking s
penalty price for an affiliated RSN thal exceeds Lhe independent monopoly price. Philadelphia
and Chicago are two nf len markets implicated in the Insant merger.

2. Coincast claiws ils past misconduct provides zero prediclive power regarding Lhe
canpeny's likely behavior in Philadelphia and Chicage after bnying NBCU's owned-and-
operated {(Q&} broedcast affiliales. Comeas’s raiionalization brings 10 mind n repeat offender
seizing on some idiosyucrasy of lus recent conme spree: remove that peculiarity from (he
circumslances (1 have a2 weakness for aatmeal cookies/a full moon/londes™), and the incentives

to misbehave supposedly vamsh. Trust us, Comcast implores: Regional sponis is a unigne type of

contracl. ¥ermcal integmon allows jor e complete mlemaliration of the upsiream profils and losses by the
Jdownviream Irm, and il prevents funme defection ar re-negotialion by the upstream supplier,

4, Jd ar 95102

5 Ml at 110-11,
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muzt-have programming. By arguing thar Comcast’s denying nval MYPDs sccesa ta a Jocal
NBC elfilia\c would not reduce the rivals’ market share by even |||} pervent—ihe tivial
defeclion needed to satisfy the Commission’s foreclosure model sucording to Comneast's aniginal
calculalion—Comnceast challenges the FCC’s designating broadcast programming as ust-fave.
However, that RSNs constinue one calegory of mnust-heve progrmnming while Jocal broadcast
networky constitute another is a distincton withoot a ditterence. We elready know the outcomne
of this experiment.

3. The same monopoly-maimlenance story applies b Comeast’s Llying of access lo
ouline content and Fancast Xfinity TV 1o ils digital cable television service, except that the tying
excludes nol (raditional MVPDs but rether nascent over-the-1op {OTT) providers, By Comcasi's
inchuding its Inlemet conlent parifolio nl a zero imputed price in {ts Jigital cabie televisian offer
and by limting access w0 113 online portal to Comeast cable television subscribers, e company
ensures [lial conswners will not be willing to pay a positive price for OTT servive. Becsuse these
altemative online porials wanld not inclnde Hulu's content 1ocal NBC broadeast pmogrameming,
and Comeast’s RSN programming. eonsumers would perceive OTT service as inferior 1o Fancast
Xanity T¥. To defend this anlicompetitive stralegy, Comcasl end 18 economists once agpin
argue that brosdcast-network pogramming—here in the form of Holn and NBC.com—do not
conslitile must-have inpmis in the Iuemel space. Moreover, they argue withont e shred of

evidence lhat online video and traditicoel ceble lelevigion services are and Forever will he
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cﬂmplemenlsﬁ {and not substitutes} so that they can justify Comeasi’s ue-in with efficiency
ralionales. As [ denonswaie iu Part 1. none of these arguments is convincing.’

4, Finally, Comcast’s econanists fail W address any of the nierger-specitic remedies
1 proposed in my onginel repert. In Part 111, ] review lhe most nnporiant recommendalions.
incleding atlowing Comcast cable television cosloiners to opl nul ol 8 Comesst-effiliated
network at the wholesafe price of that nerwork et by Comcast. ond 10 opl oul of Comeasl's
online porial at the standalone relsil pricc—assuming of course thal Comcast is compelled 10 sel]
access lo ils online portal 1o all comers on @ standalone basis. The Commisgon chould either
deny (he transfer of assets or so condition ils approval 10 prevenl Comcest’s further

anticomipetitive discriioination lest MYPD comnpelicon soffer.

§. Comcasl's economisls admit in passing (hal “{i]r i, ol course, possible (hel coline distribulers offering
srrvices that {at least pantially) subatitnte Gor lradilioms]l MYPDs will emerge in the longes lerm.”™ Jd. ¥ 190
{cmphasis sdded). Preammably, we will all he dead by iken,

7. It bears ooling lhat Comeasl’s econpnast eommil several other errars Biat ace uarelated 1o e 1eo opic—
foreclosme of MVYPD rivals and OTT rivals—eovered here. For example, they mistakenly claim ther Comessl i
ectually moere likely than other MYFDs to carry uniptegrated networks operathog in the same peoersl proprameming
calegories as Comeasi’s own networks, £, at 7 {emphagiz n original). Setting aside 1he lacl Comeam has been Lhe
targetl of disciminamry carmiage complaiols by, among others, MASN, Tennis Channel, and NEL Werwerk—all of
whom compeie in the eame general category of a Comcast nebwork-—and setting agide the blatanl discrinlnaticn
apainsl rivels sports networks exhibited in Comcast’s channel lineup in Washington, D.C., 1he empirical analy:iz
oflered by Comcast’s économisis to support thizs hypothesiz is fawlly flawed. Comcast’s economists measure
camiage nol by the Ger on whith an independent sporis nelwork is carried {often on (he sporis tier), but inglead by
“the perceal of Comcast subseribers [that] are actually served by beadends that carry™ the network. fd. 7145 n. 197,
If Tepnis Channel were vamied on a tier penetrated by [{|i} percent of Comeast’s subsenibers, as thefr daw
misleadingly imply, hen Tennis Channel likely would not have lmunched 2 program-camriage complaint against
Comeagt. fd. ARhongh it is difficalt to 2]l from their description, to lhe extent that Comcast's economists included
mom-and-pop cable operators in it control group, then (he celative carriage propensities of “non-Comeast sports
and wonten's networks™ reported in Table V14, ere meaningless. The proper comparison is with Comeast’s larpest
in-region rivale: DirecTV, Dish Network, and Venizon. Finally, Comecast includes several Conicasl=alBliated sports
networks in its sample of “eon-Comcan sports and women's networks,” including MILB, NE A, and NIIL. See noles
below Table Y14 ai 123, For these reasons, their results purporting 1o show that Comeast hias a greaier propensity to
earry unaffiliated sporis and women's networks than its MVPD rivals are complstely unreliable.

Maoreover, Comcast's economists rely heavily on a lera! argument concerning the fiduciary deties owed to GE
by the feint venrure. They speak of “duties beinp viclated if direciors and officers made business decisions thart
inlentionally sacrficed joint wenbwe profits in order 10 increase Comeast’'s MYPD profite.™ I, al 29. Bul they ams
quick to point oul Lhal these duties are effeciive only “[a]s long as GE has an ownership interest in NBCU,™ which
would disappear il GE exercises its oplion {0 seil its remaining interest in the joint venture in three-and-one-hall
years fg. al 11, As economisis, they bave no business opindng that the “Bdociary duty 1ems of 1be contract sbould
be taken seriously and al face value.” Id. &l § 27. They should ieave the lawyering 1o Comcasl’s capable attorneys.
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I. COMCAST'S LIKELY DENIAL OF ACCESS TO OR EXCESSIVE PRICING OF NBCU®s LOCAL
BROADTAST AFFILIATES

5. The Commission’s 2007 review af the progran-access cules axplained thal
Comecast’s wilhholding sffliated RSN programming from DBS providers “had a matenal
adverse impacl on competition™ in Philadelphia and that withholding “popular non-RSN
networks” would similarly suppress competiiion:

We find thal access o Lhis non-subshihulable programming 15 necessary far compelition in
the video distribution merke: 1o retuain visble, An MVPD’s ability ta compele will be
significeruly harmed i dewied sccess 1o popular vertically intepgrated progremnuang for
which no good substitute eaists. Because tha exclusive comract prohibition applicable o
satellile-delivered programming has been in effect since 1992, we do nou have specific
empirical evidence ol the impecl of withholding of satellite-delivered programming,
However, for vertically inlegrated programming that s delivered (errestrially end
lierefore beyond tha scope of Seclion A28{e){2){(D), there iz factual evidence thal cable
operators have withheld due programming from compelitors and, m (wo inswances — in
San Diego and Philadelplue — there is empirteal evidence that twchk withholding has had o
maierial adverve impact on competition in ihe video distnibuiion market, In the Adelphia
Order, the Commiskion corducted an amalysis which concluded thal Llack of access to
RSN propremming can derrease an MVPDY s markel share pignificantly because a large
number of consumers will refuse Lo purchase lhe MVPD’s service e will immtead eiect
ro purchase service from Lthe aable aperasior that offers the REN. The analysis coneluded
thei, without accese (o (he cableaffilisled RSN o Philadelphia, the percentage of
ielevisicn households that subscribe o DBE service in Philadelphia is 40 percenl below
what would olherwize be expected. In San Diego, the analysis concluded thel lack of
acesss Lo Lhe cable-affilisied BSN resulle in & 33 percent reduction in the households
subscribing lo DBS service. We afso befieve that a competitive MYPLD 's lack of access fo
puputar ron-RSN retworks would not have a malerially different inpact on the MVED s
subscribership than would lack of aceess o an RSN.E

Indeed, the Commission seems to. heve anticipated precisely this merger: A rival MVFPD’s leck
af mccess to popular non-RSN networks such as local broadcasi networks would not have a

materially differenl impact on (he MVPD’s subscribership than would lack of access o au RSN.

B In the Matter of iniplevisntation of the Cable Television Consunier Frotection and Competition Act of
02 Suncet af Exclucive Conmact Provisions, Raview of the Commicsion 's Program Access Rules and Fxanination
af Frogremming Tying Arrangements, MB Dk, Mos, 07-2%, 07-198, Repon and Order and Further Nptice of
Proposed Rulemaking, 22 FOC Red 17791 7 3% (2007} [bereinafier 2007 Sanset Order] (emphasis addcd).
Comeni's econpmisls acknowledge (le FCC*s finding tiat DBS penetraiion in Philadelphia would be 40 prrcent
greater but for Comcast’s exclnsionary conducl, but \hey immediaicly dismiss its relevance here, feraelBars Ropiv,
N 8. They later take izme with the FCC's comclusion lhat such foreclosure “hag had & materizl adverse impecr on
competition in the video distribmion iparker” Id. 1 29 (arguing that Comeast's refusal ® supply Comeast SpomiNet
Pliladelphia 1c DBES pnviders “does nol necessanly represent amicompeltitive [oreclomure.™),
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INol surprisingly, Comcast and its econemists go (o grear lenglhs o porlray local broadcast
networks a5 being not nearly as importanl as RENs.
A. Comcast Alleges that its History of Restrleting Access tw  Afliliated Sports

Programming in Chicage and in Pbiladelpbia Provides No Insight to Comcast’s
Likely Behavior Here

6. Io their original ecomomic report, Dre, lsrael and Kalz estimated the ertice!
departure shares® at which Comcast would have an incentive to deny access to an NBC local
broadeast affiliate.'’ They estimated (hat the critical departure shares under the “permaneut
foreclosure” sitnuletion for the DMAs ol Clucago, Hartford and New Haven, Miami-Ft.
Lauderdale, Philadelphia, San Francisco-Oakland-5an Jose, and Washington-Hegerstown al least
ranged from ({1 peroeniage points in Pliladelphia to [[-}] percenlage points in Hart{ond
and New Haven.!' Given the sulistarial distance between those estimates and the Commission’s
estimates of 33-io-40-percentage-point loss ol market share after Comcast denied RSN
progremming o DBS prowviders, Comeast needed to identify an alternative source of data with
which to celculate the actual departure ghares here. | their reply report, Comcasl’s efonomists
radically revised their estimates of lhe crtical departure shares npwards; in light of “recent
marketplace developmenis™ described below, non-Comeast customers would now have to defect
at roughly [{_}] the rale originally estimated hy Comcasl's economists to make
Comcast’s testricting contenl access profitable—convenienily iorge wwugl (o withstand the kind

of share shifts that occured when rivals were denied access to RSN programiming,

¢, {rirical deparmuee shame is the least percentage-point change o market shart of foreclosed nvals afier their
evgwpmers defect (o Comeast zulTicienl to make the anticompetitive behawior causing cuslomers 10 swilch profitable
See Declaration of Hal ). Singer In the Matler of Applications for Consenl b Tranaltr Licerse Gensra) Electric
Company o Comeasl Corporatiar., 1835 [hereinafier Singer Report].

19, Mark lzrael & Michee) L. Katz, Application of the Commissop S1alf Mode] of Vertical Foreclosure 1o the
Propozed Comoast-NBCU Transaction, Feb, 26, 2010, at 46 (Table 2} |hereinaficr fyraef-Kaiz Broadeast Report].

bl I,

12, Bsvael-Foiz Replp, 5 9.
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1. Like regional sports progcamming. local broadcast programmung i a wmusl-
have input

7. The Commission has cecapmized thao local broadeast pragramuming is must-have
pmgranuniug,” The FCC found “substantial evidence in the cecard that a temporary withdrawal
al regional sports progromming networkhs end {ocal broadeass tefevision siation signaly would
canse a significant number of cuslomers 1o shift from their curent MVPD,™" implying thai Jocal
broadcast progremming i3 enplber mnsl-have jnpul. 1t alse found thal local broadeast stabion
programming is “highly valued by consumers. and entry inlo (he broadcast siatiou market is
diffieult.”"

5 That RSNs may “rely on (he inteuse loyally of a relatively small subset of
consumers (in a given DMA) 1o particilar sports teams™ while broadeast networks “rely on
lerpe-scale distribution to 8 broad range of viewm,“” as Comcast pomts out, does not
meaningfully distingnish RSNs from local broadnast networks for Lthe forenlosnre enalvais. That
few fonner Dish Network customers switched to Comcast afler femporarily losing Bccess to a
broadcast neiwork that had always been available on DirecTV does nol mean (hat few former
Disl: Network customers would swilch to Coincast afler permanenily losing access to a broadcast
neiwork that hiad always been available on DirecTY. Indeed, the effecls of the permanent loss of

RSN programming on DBSs" market shares tells us nmoch more aboul consumer behavior than

the effects of I1he lemporary lgss of broadcast networks.

13. In the Matter of General Motors Corporation and Hughes Elecoronic Corparation, Transferors, and The
Naws Corporufion Limited, Transferee, for Authority ro Transfer Conrod, MB Do, No. 03-124, Memorandum
Cipinion and Crder, ) 60 (r2l. Jam. 14, 2004).

14. 4.4 B7 (emphasis added).

15 I4.9201.

16, Opyyosition a 138,
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9. The Commmission shonld rely on more than just the markel share or viewership
share of content 1o delermine whether it is must-have, despire the asserlions of Comcast'” and ils
economisis.'® The only ieeningful definition of must-have conlent is thal, without it
competilors could ol constrain prices of those firms thal do have il. To see why, soppose
Comcast owns the only RSN in e given DMA, Estimacing that Conicast hias 100 percent of (he
market for regionel sperts edds no miormation to the conipetition inquiry. Likewise, if NBC is
oue of four local hroadcast networks in a given DMA, bul it performs poorly in & given year,
measuring NBC's viewershup share among local broadcsst networks in that year is similarly
meaningless; nor is it meanngttl lo clain that NBC's share of the purporied markel for local
broadcasl propramming is one quarter. The FCC has comectly avoided this bean counting by
designating certain types of programming as musi-have. RSNs did nol attain lheir mus(-have
stalus because e telecasts of the Philadelphia Phillies, Fivers, and 76ers dominated the prime-
time mings in the Philadelphia DMA. Nonetheless, Dhaly Notwok’s and DirecTV's lack of
access (0 those games resulted in rednced market shares {relative 1o 2 world m wlich the DBS
providers could have aired those games), and lias significantly iinpaired (heir abilily to restrain
Comcast’s prices (here.'® Similarly, lack of access to a lecal broedeast network would impair the
gbility of Comcasl’s rival lo compete effectively.

13, Comcast end its economist fail 1o appreciale lhe critical linkage between & must-
have inpul and exclusivity. Noi all exchisive content deals are anticormpetitive, The two critical

agpects thal make certain exclnstve arrangements problemauc are whether the conlent al issue is

17, Gppoesition al 182 {noling that “the joinl veniure would aceonnt for only 13.7 percent ol national broadeasi
and basic cable lelevision viewing, and only 12.8 percent of basic cable ielevision viewing.").

L8, fsrael-fatzr Reply % 216 ("We continve to beliewe that viewerslup shares provide @ reasonable basis oo
which to przess of the relalive importance of NBCU's content.™).

19, 2007 Stnsel Order, 1 39, See afso Redacred Letier foom David K. Moskowiiz, Execorive Vice Prestdent
and General Counsel, EchoStar Satethte LL.C. oy Marlene H. Doncle Secreiary, FOC, MB Dk1. Mo, 05-192 {Oled
JTan. 25, 2005) (citing an econometric study of the price effecls by Robert Willig and Jonathan Qrszag).
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rausl-have end whether the distnbutor with exclusive access possesses downstrean merkel
power. For example. Comeast misiakenly considers its exclusive contract for regional sports
programming—a must-have iuput controlled by & downstream inonopolisi—o be competitively
equivalent to DirecTV’s exclusive contract for our-of-market regular-season football games-—a
non-musi-have input conirolled by a firm thal iacks 1narket power.m Coumcasl would have the
Commission believe that an MVYPD in Chicago needs access to Atlants Falcons early-season
games (critical lale-season games are gmeﬁlly available outside Sunday Ticket} to compete
effectively for MVPD custorhers in Chicago.”’ In. contrast, MVPD rivals seeking to compele
against Comcast in Chieuge actually require access to the Cubs, Wlile Sox, Blackhawke, and
Bulls—local must-liave content that Comeaslt controls. This explains why Coincasl ias been able
lo impose extraordinary price inereases in Chicago since it tock control of hose asects. 2 The
same price effects would likely oceur if Comeast were to control a local broadeast affiliate there.

2. The competitive circumatances that lnduced Comrcast’s exclusiouary conduct
in Philadelphla and Chicago are the same or worse

11,  Imrespective of the content heing acqnired, a cntical inpat in the Commission’s
Foreclosure caleulus is Comacast’s local markel share. It serves as a conservative proxy for Lhe

likelihood thalt a non-Comeast customner wonld retum to Cowncasl corditional on leaving her

20. Opposition a1l 138 (“Likewise, Comeasl is on rccord saying (hat il will make Conscast SportsMel-
Philadelphia availahle o all compedilors *as soon as Direc TV relinguishe[s] its exclusive access (o MFL Sunday
Ticket,” indicating that Comcasts oversll obgective o arpain with DirecTY in suppon ol an ooteoms: (hal would
increase overall access 1o sports conlenl.™).

21. To gauge the impartance (lack thereef) of Senday Tickot o Dirce TV, nole (hat appioximately 2 million of
DirecTY s 18 miillion subscribers {11 peroern) purchass: Sumday Ticked, See DirecTV's NFL Sunday Tickot HD
Prewnium Questioned, maifable ai http S fwww televisionbroadeastcomfanticle87%34, As an aside, Dis. lsmel's and
Katz's argumeni thal Comoast slands ready Lo license TSN FPhiladelphia 1o Disk Neiwork as soon ag DiresTF
relinquizlies its exclusive coniract with the MFL is exiraordinary. fsracl-Katz Reply, 9 29. This sounds like & ransom
demanded for a homape.

22. In [be Matter of Applicalions of Adelphis Communicalioms Corporation, Comeasl Corporalion, and Time
Warner Cable Inc., for Authority o Assign andfor Tremsler Corrol of Various Licenses, MB Dovkel No. 05-192,
Comments of Direc TV, [oc., July 21, 2005 aL 20-2 1 {noting thal in June 2004, Comcast demanded that Dhirec TV pay
a rale for CSN-Chicago that was roughly 100 persent more than what DHrecTY had been paving FSN Chicape for
the same conlent).
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current provider due ta lack of aceess to the withheld eonfent.”’ Comcast’s local share in six of
ien DMA3 13 sufliciently large—that i3, grealer than 39 perceni-—io make foreclosure profitable
with trivial departure rates, as Comcasi’s awn economists admit.

12, When Concasl’s economists criticized my teport, they poinied onl that my
market sliare eslimates based on SNL Kagan [ailed w include subscribers of the very smallest

MVPDs. Table | reproduces and updates the rable trom my originel repont®® by including, those

small MVYFDs,
TABLE 1: COMCAST'S MARKET BHARE BY DMA, SNL KAGAH
DA Ongimal Tolal Onpginal Kevized Tolal Revieed
MVYTFD Comeag! MYFD Comeaal
Subecribers Zhare Subscribere Share
CChigaRO L T e e L 2R L T G e A e S ¥ %, -
Philadelphia, PA _ 2417260 62.5% 1613617 £3.4%
i SECESRERC SOk g SanJose GA 5 - - BU0TBIZR R o - 5B bl s oot il TR o
1,965,058 48,05 080,408 45.3%,
RGBS < R A A R
T57.617 40, 7% TAT 485 39.1%

At Table 1 shows, inclusion of those minimal subscribers does not change Comeast's market
share in any materal way. For example, Cowcast’s share in Chicago declmes from 63.2 percent
1w 61.6 pegoenl when | consider all subseribers.

13 Even 50, when | aalyzed Comcast’s economists® foreclosure analysis, I relied on
their estinates of Comeast's local market shares—and not on my own estimates. By their own,
onginal caleulations, the aitieal foreclosure share needed to induce Comncast to deny access to
MVPD rivals in these six DMAs is less (han {{.]} percent. 1f denial of access to a local NBC
affiliate would nat genecate a share shifl of [ {Jf]}} percentage poinis—as Comcast’s economists

argue based on a handful of irelevanl anecdoles—then a local NBC affiliate does not conslitute

23. Texplain why Comeael’s exianl market share provides a conservative estinate below.

24, FroelXarr Reply, 1 23 (“Heowever, in using Lhis source, Dr. Singer mistakenly omilled he subscribers
agcounted for by the ‘other cable’ group.™),

23. Shueer Report af table 6,

MNavIGAaNT ECOMOMICS
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imesl-lieve programoming.  Stated differently, Coincast and its economusls are effectively
challepping the Commission’s classificaiion of broadcasl propgramming as musi-have.

14 Moreover, Comeasl lies elready weekened competition m Philadelphia and in
Chicagao, the latter via ils excessive pricing of CSN-Chicago. T the extent that the pass-through
raie i cloze to [0 percent—-a reagonable assumption given DirecTV's and Dish Nelwork’s lack
of market power—Comcast’s major rivals have elready raised their subscrigtion prices
significantly relative to a world in whicly ap independent neiwork owned the R3N. IF Comvasi
raites the price of the local NBC affiliate, Comcast's rivals would have to raise their subsanption
prices once more, thereby allowing Camcast to raise ils snbscription prines, The conditions Thet
mdnced Comeast o foreclose rivals in Philadelphia and Chicago from regionel spons
progreinming are identicai to the conditions thet will inform the merged firm’s pricing and
access decisions lo NBCU's local broadband affiliates vis-a-vis its rivals in those seinz markets.
Indeed, by previously impeiring competiion in those same merkets, the competinve
circoms{ances for anolher price increase may be even worse. .

R Comgcast and lis Economists Fail to Understand How Comcast’s Corrent Market
Share Likely Understates the Diversion Ratio

15.  Because of Comcasi’s cluslening strategy, its market slare likely underestimates
the probability thal a non-Comeasl costomer departing afier losing Comeasl-exclusive comtent
selecis Comeast as her provider. Conicasl’s economists disagree, arguing that my “assertion is
contradicled by thn data, which sliow that diversion 10 Comcast 15 substautially less tlan
pn-n:r_r.u-:lrlti-:u:Lal."""'Er OF course, the data 1o which hey refer come from a handful of anecdotes (hat
cannol inform (e likely share shifi liere. In each anecdote, only one DBS rival temporarily lost

acceds 1o a local broadeast network, thereby allowing intra-DBS-provider substitulion. Should

26, forasl-Karr Reply, v 23. They uitimalcty allyw “lor a diversiop rte oo DBS providers 1o Comeast equal
10 173 of whul would be implied by proportional diversion based on marker sharas ™ féf. 9§ 16,

MAVIGANT ECOMNUCMI



-1 FOR PUBLIC [NSPECTION

Comnicast merge wilh NBCU withoul resticton. aff rivals could permanenily lade access 1o a
local broadcast network, thercby mooling subslilvtion From one Comeast aval to another. [n
what follows, | provide numerical examples that show lLow Comcast’s current shares likely
understate thie probability thal a departing customer selects Comcasl.

1. Use of current market shares does nol consider Conwcast’s coverage of cahle
households within 2 DMA

16. Consider two competiive scenarias. Jn Scenano 1, Comcest has 60 percent of
MVPD snbseribers and passes 20 percent of honseholds in the DMA. Thus, Comeast’s market
share among the homes thal il actually passes is two thirds (equal to 0.670.9). If Comcagt refuses
to licerse must-lave programming to aff MYPD rivals in the DMA, then the probabilily of a
non-Comeast cusltoiner depacting after losing Comeast-exclusive confent and switching to
Comeasl i3 75 parcent {equal to the mia af noo-Comcast cnetomers passed o non-Comeast
customers.?’ ar [0.4 - 0.1)0.4). In this scenario, Comeast’s current market share of 60 percent
wrderesiimetes the actual probebility of 75 percent.

17.  ln Svenzna 2, Cameast has 60 percent of MVPD subscribers bul passes only 60
percent of households in the DMA. Thus, Comneast’s markel share among the homes hat it
actually pasves is 100 pertcent (equal to 0.6/0.6). If Concast refoses to license rmusl-have

progremming o ol MYPD nvels in the DMA, then the probability of a non-Comeast customer

s

7. Mahenatically, in thit secuon | 8m aceusing Comeast's secmomists of failing lo undersiand conditionsl
probabdlite. Lel § represent the set of Comcast customers, P the et of homes passed, and £2 the 551 of homee in the
DM A, we may interpret these sels as probability events § © P in the probability space £1. The eet of homes
deparing Dep afier foreclosure of 2l rivals is the set of non-Comocast customersy, or Depr w €2 4§, w0 the probability
of departure s M{Dap) = B0} - P{S) = 1 - {(S). The set of homes deflecting o Comcast Jof ia the set of noo-
Comcast customers whoge homes are paszed, or Def= £\ 8, 50 the probability of defecting is P(Def) = TP - P(T).
Clearly, Dot & Dep so PiDef 1 Dep) = B{Def). From the definilion of conditonsl probebility, a non-Comcast
cuslamer s probability of defecting to Comcast after departing a rival MYPD 1=

F(Def N Dep) _P(P)-PL5)

P(Def| Dep) = P(Dep) I-P(5)

or lhe ratic of non-Caincast customers pazsed 1o non-Comeast cuslomers.,

HNavIGAaNT ECONOMICS
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swilching o Comcasl conditional on leaving her MVPD due to lack of access Lo the withleld
conlenl is ) percent {equal to [0.4 - 0.4}/04). Nooe of the potental customers resides wilhin
Comcasi’s [oompnnt. In this scenerio, Comcest’s current market share of 60 percent provides an
upwardly biased estimale of the relevent probability (equal fo 0 percent). More formal analysis
shows Lhat this kind of upward biasing only lwppens when Comeast’s markel share 15 cxactly
equal 1o Lhe number of homes it passes,”® Because of the bias demonstrated liere, a careful
application of lhe Comnission’s foreclosure model should consider Comcast’s share of homes
passed inn the DMA—a feature neglected by Comcast’s econoinists.

L By consolidating lis footprini within the relevant DMAs, Cemcast has

imereased the probability of diverslon beyoud what Is Implied by iis market
shares

18.  To the extenl thal Scenario | more reasonably approxiinates the market structure
in the affecied DMAs than Scenario 2, diversion to Comcast among non-Comeasl customers
leaving another MVPD would be more than proportiona! 1o Comeast’s current shares., Comeast
has engaged in a series of acquisitions and swaps, including e acquisition and swaps with Time
Wamer inyolved in the Adelphia transaction, to comsolidate a cluster of homes passed in Lhe
DMA. Table 2 shows shares of cable lLiousebolds passed by Comecasi for cacli of (e six DMAs In

which Comcast has a market share in excess of 39 percenl,

2B. Using the same nomlion, first notice Comcast’s economizis use P(S) where mathemalics only justifies the
wse of PiDef | Dep). To see why P(3) genenlly nndersiaies M Der | flgp), chserve (hat P{F) = PS5, 0 il B(P) =
PLS then P{Def | Dep) = P(S) and iTP{P) = PE) then P(Def | Dep) € PS)_For suppoze P > PS) bo thal P{Def
| Depr} = [P(P) - PESY) 7 [ - B{S)] € P(S). Then P(F) < -[P(S}]2, which is a conlradiction since probabilities are
nannegalive. Alernarively, if PUF} = P(5) then B{fef| Dep) = 0. As Tahle 2 shows, Lhe [ater scenario either is rare
or does net Goour.

NAVIGANT ECONOMICS
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TABLE 2: COMCAST'S SHARE OF HOMES PASSED BY CABLE BY DMA

DA Huames Passed Homes Passed Comncasl Share Coicast
By Wireline By Comwcas of Homes Passed MVED
Cabls Sham
{1} (2 (3= /{1
E‘hx:ago, ].T_- " 1.,55&,3 I.ﬂ 215 Bﬁ,ﬁﬁl NN e :-._3'- P A 1]

Philadelphia, P4 2,138,299 2.471,138
Sas Ffandisco-Oakland-San .~ 2,164383 - L3 0 i

Jose CA, S R

Washingion, DC 1,220,327 1L711,608 .
Miaiti-Fort Landerdale, FL 1375000, © . LS3R2227u0 L0URBOMM o
Hartford, CT 712,321 1,068,941

Source: Warrens, July 20140,

It is worth notmg that i all bul the Miamni DMA, al lees! cne Comcast system failed to reper ils
homes passed data to Warren’s, (hereby potentially undersialing Comcast’s Ioka) homes passed in
ihe DMA. Importanily, in four of the DMAs—Chicapoe, Philadelphia. San Francisco, and
Mismi—the market stmetme (roughly 90 percenl homer passed by Comicasl, 60 percent
Comcasl market share) is closely approximated by Scenano 1. Even in the two markels where
Coincast passes only 66 amd 71 percent of homes (Hartford and Washinglon, respectively),
Comcast’s markel share likely understates the relevant prabability for the same reason, as many
of the homes passed by Comcest in those markets are not yet servetd by Comcagt. Aud as 1
demonstraled above, when Comcast passes neardy all homes in e DMA, the current markel
shares wndersiate the probability al which a non-Comcast customer would select Comecast
condiliena! on leaving her MVFD due 1o lack of acoess to programming.®® Intuitively, there is no
chance (ol a defectinyg customer would swilch o Time Wamer or sone other out-of-region
cable aperatar. Comeast's economsts failed o consider homes passed data in their foreclosure

analysis.

25, Using the game notalion, the lol) bias P{Oey’ | Dep) - B{S) = [(B(S)2 - 2BS) + PR 7| - PaS)] naes
linearly as e number of homes passed ala e ol ] 71 - F(5Y].

MNAVIGANT ECOMNORMICY



-16- FOR FUBLIC INSPECTION

A Comgcast's preferred apecdotes of diversion based on shori-term losses of
broadcast siatlons by Dish Network are not informative

9. As ! explained in my report, ihe original Katz-Israel study relied on four recent
relmnamission dispuies involving Dish Metwork only. Becavse DirecTV (and other MYPDs) had
access 10 the braadeast netwark during [hese disputes, that Comeast’s gains were minunal should
come as no swrprse. Moreaver, three of those dispures lasted for belwesn Iwo and three days,
which is an unreasonably short peried in which to expect customers to change MYPDs and thms
an nnreasonably shon period in whicl: 1o measure the “actual departure share™ were Comcast to
withheld NBCU’s Q&OQ affiliales frem all pval MYPDs on 2 peonanent basis, Comeast's
econonists have yet to rebul these criticisme.

C. Comcast’s Economlsts Revised Their Critical Departure Rates, Purportedly in
Light of *Recent Marketplace Developmenis™

20, In their original report, Comcast’s economists estimared critical departure ratles
I | o both lemporary and permanent foreclosure strategies. In their reply,
the critical departure rates for temporary foreclosure stralegies are adjusted upward by a faclor of
ronghly { {-}} and permaneni foreclosure atrategies are laken off the table, Drs. Israel and
¥alz offer lwee ralipnales for this radical revision: First, they cite 2 new relranamission
apreemenl between DirecTV end NBCU, which purporiedly extends retransinission rights fron
2012 to 20167 Second, (hey cite an empifcal analysis presented hy Dish Network, which
purporiedly “impl[ies] that (he diversion rate to Comcast was approximately zere.”™ Third, they
argue that because lhe longest dispute between Comeast and Dish Nelwork (involviug Fisher)

lasted only six months, any analysis of the profitability of permanent foreclosure sbralegies

30, feraed-Kaiz Repfy, v L5.
I 18
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woeld be infeasible, a5 it woeld be hnpoemble lo compace (e cntical departure rale to the actual
departere rate for a longer period.” None of Uiese ralioneles is convincing.

1. There is no basis for estirpating 8 gew critical deparcure rate in light of the
NBCU-DirecTV retranrmlsrion agreement

21. Comeast and ils economisls have not podoced NBCU's new retrmnsmission
agrecnenl with DirecTY. Without acoess 1o the precise terma, one cannol be sure Lat NBCU's
new retransmission agreement with DireeTY prevents the merged firm from reising prices on
DirecTV or from requiring DirecTY 1o purchase lesser networks es e eondition of getting the
best priee for NBCU’s 1§ O&O affiliates. For example, if'the agreement fails (o specify rates but
inslead contains language that the parties will “negotiste in good faith,” then nothing wonld
prevent Cowncast from seeking extisordinary prices. Altematively, if the agreemien! eontains a
termination rght by NBCU, then again nothing weuld preveut Comcasi from seeking price
increases. Or perhaps the ugreement pranis DirecTV eccess o NBCU’s must-have programming
conditional on Diree TV paying infloted rafes for NBCU's lesser programming; if so, and if
DitecTY refuses 1o eornply, then rhere is no assurance thalt Diish Network™s eustomers could
swileh 10 DirecTY 1o waich the withheld mnst-have programming. Even if the agreement locks
down pnees for NBCU's local O&O afliliates tyrongh 2016, the faet that NBCU rushed to
fnalize an ugreement in the middle of 2610 for rates perlaming to 2012 throngh 2916 suggests
(bat NBCU does not believe (hat Comncast can be trusted with fiture negotiations—in which case
(he prospect of loreclosnre ol both DBS rivals is simply kicked four years iwlo the future.

22.  Finally, even if the agreemenl preserves a disgrunled Dish Network customer's
option o switch to DirecTV in seareh of the wilhheld eontenl, it does nothing to preserve her

option of switching lo Yenzon FiO5 or AT&T U-Yerse to cblain a Inple-play bundle

32, M. 117
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camperable lo Comcast’s—a valuable option that could be degraded il Comeasl withheld NBC
affilistes from AT&T or Verizon. DBS nivals are somewhal impaired in the ability o compete
against cable operators because of (heir lack of a viable broadband oplion and certain cable
operators’ use of penalty pncing for standalone cable modem service.” Indeed, many analysts
believe thal, by virtue of FiO5'3 and U-Verse’s coinparable mple-play offenngs, FiQ% and U-
Verse present the greatest compelitive resirainl on a cable opersler’s mukel power in the
fature.* Unforiunately, no NBCU-DirecTV retransmission agreesnient can preserve that oplion

afler he merger.

1. There is no bagix Jur estimating @ mew critical departure vate im light of the
actual diversion rate¢ experienced by Comcast around the Fisher-Dish
WNetwork dispute

23.  The diversion to Comcast following Disly’s dispute wilh Fisher Broadcasting does
nol prove lhat the proportional assmnplon based on current markel chares i aggressive, es
Comcarl's economists assert. As explained above, Comcast’s ability to foreclose bath DBS
operators would still be feasible, and if successful, would preclude & departing Dish Network
customer from switching 1o DirecTV (and vice versa) 1p oblain the withheld conienl. Even if the
new NBCU-DirecTV retransmission agreemnent preventad (he merged entily from raismg prices

on NBCU’s O&O affiliates lo DirecTV, nothing in that agreement would prevent Comcast from

31. Forexample, Comeass charges a penalty price for cuslomers who seck to purchase standalone cable modem
gervice. See Comeast producie, owailwdle af hdpa:ffwww.concas| comishop'buyllow? fproducts capx (This specis
price [for broedband Imerodt) is (r custuners who cwrenily subscobe to Concasr Cable or Comcasi Dipisal
Voice® semvice.”™),

3. ¥ee, e.g., lan Olgetnoa, el al, Broedband Technology, SNL Kagan, Mar. 19, 2008, a1 )& (“Cable's grip on
the video markel further lacsened in the fourth quarter az teloos, ard /o a fester evtent DES. conunued lo piab
markel share fom the incumbenis. According 1o SNL Kapan anaidyzis of the seeior, U.S. teloo and DBS industries
signeal oo #n estimated 375000 and 199000 nel new subscrbers, respectively, while ihe cable lost S68,000
cuslomery o the quarter.”™) (emphasis added); Anders Bylond, Comcast’s growth slows as pressure from FiQS, U-
Verse ratchets up, ARS TECHMICA, Oct. 23, 2007, aveilable af httptfarsiechmia convaldiconteny2007! | (lcomoasts-
grawih-slows-as-pressure-from-fins-a-verse-ratchets-up.ars {“It looks like the vaunied “wriple-play® packaging has
picked most of {he low-hanging fruit already. Ove piple-play custosner adds three RGUs—ane 2ach for voice, data,
and video serviges, Lasl yoar, cable companits were Mirlv pnchallenged in three-way offerings, but ss Verizon and
ATET roll ow hiph-speed networks capable of streaming & Wl reuge of video services into the heme, that
maaopelistic advamage 18 getling los,™).
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degrading the quality of the NBC signal camed by Direc’l'V relative 1o the quality of the NBC
signal carried by Comcast. For example, if Comeas! were to move national sporling events from
NBC to an exclugsive Comcasl Inlemet purtil, then depecting Dish Network customers who
valued thal content would no! switch to DineeTV.

i There is no basis to abandon the permanent foreclesure anabysis becanse the

Jangest known dispnte between Dish Neitwnrk and s brosdeaster was six
manths

24, Comeast has dug in its heels on CSN-Philadelphie for the loag term, even vowing
o challenge the FCC’s recen! order ending the temrestna!l loophale in court. Yel Comcast’s
economists argne that it i3 impossible to agsess (he profitabilily of denying NBCU*s Q&0
effiliates to rival MVPDs in Philadelphiz (and in the other affecled DMAS) for periods longer
than six months—(he lonpest known camage dispnle involving Dish Neiwork and a broadcasler.
Betouse search and swilchig are coatly, MVPD copsumers will oot search for altemative
MVPDs until they are convinned that the dispule is long-tived. Heuce, Cowcast did not enjoy &
significant lift in snbscribers around the Dish Network-Fisher dispute. By verlically imlegrating
ing must-have programming. Comeast can fundanentelly change the outcome of bargsining
with a rfval distributor. A standalone coutent owner, even gne thal owns must-have contenl,
ultimalely must sell a ljcense to a distributor to generate any incame. In contrast, Comeasl does
not nexd to seil its afflisied nerworks, it alveady has & guaranteod distibitor—namely, itsclf
And once sn afliliated network is carried widely on Comcasl’s systems, it is guaranieed
adverliging revenves. Acoondingly, the threal from a standalone network 16 hold out fic the long
1erm 15 less credible than the same threal coming fromn a Comncast-afhilialed network, And the
hest measure ol the impact of long-term denial of a must-have inpnt on DBS shares is the

Philadelphia {or Sen Diego) episodes inveolving RE5Ns. Allemnatively, the Commission conld
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consider the gear doubling in TYBS market shares around the time that DBS operarors obtained
access to local broudcast networks.?
[1. CoMCAST’S LIKELY FORECLOSURE DF OTT PRDVIDERS

25 Mpyriad cable analysis and cable operators have recognized the looming Uireal to
cable operalors posed by OTT providers. lo response lo thal threal, cable operalors, including
Comecast, have anticompeltively tied access to online content ta a cable subscription and the
purchase of their effiiinled conline portals 10 theic cable television service—{for example, a
DirerTV subscriber with a Yerizon DSL conneclicn cannal purcliase access to Comcast’s online
ponal Fancast Xfinity TV 3]s carte.”" In this section, 1 explain why Cormcasl’s responses o the
anlicompelilive concerns relabng lo competition rom OTT providers are nat convincing,

A, Comcast and 159 Economists Repudiate a Growing Body af Evidence Documenting
the Looming Threat of Cnline Video

26.  Given the nascence of online vides, the Commizssion must relv heavily on surveys
of video cusiomers' allitudes towards online video rather than on historical behavior in response
to reletive change: in prices. Any prediction of fufure behavior is naturally specuolative. The
purpose of this research is not to forelell precisely the percentlage of customers who will cat the
card—ihe difference between a cord-culling projection in June 2012 of 10.3 percent and 14.5
percent is meaningless. Inslead, the purpose is lo anlicipale whether the likely substitulion from

ireditional cable video io online video will be economically significant. Despite their alleged

34, See David Reiffen, Michae]l B. Wand, & John Wiegand, Duplicatuon of Public Goods: Some Evidence on
the Polential Efficiencies fom the Propossd EchostarDireeTVY Merper, April 2004, at 14, owiladfe o
hiep i wewrw wtaednd aculiy/mikeward/dbspaper pdf (“The lasl colurn indicales (hat, ower our sample, DBS chare
rose abaat 2% in all DMAS due o faciors unretated o {local-io-local] inroduction (29 monihs al 0.084% per moolh)
and by abonl $.4% die w [local-in-local] ntroduction (24 months at 0.253% per mooth) in the DMAs walh Lhe
¢atliear [local-in-local] availability. Since DBS share inilially averaped aboul & m 7% in DMaAs where [local-in-
loeal] would become avaflable, this indicales that [local-in-lecal] zwvuilability on DBS had a large impact on
subscrplion decisions.”)

Yi. Xfhnity TV online, avaifabie at hitg:/fweaw x Inity comfv-movies! (“XFINITY TV pives you socess lo an
Cn Derugnd library approaching 20,000 tides, wilh thousends available in HD. Add XFINITY Interned and you can
watth many of your [avorites online plus scheduls your DVER at home, ot #ight o yoor eompuler,™).
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