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I INTRODUCTION
A. QUALIFICATIONS

1. I am Mark A. Israel. I am an Executive Vice President at Compass Lexecon, an
economic consulting firm, as well as Managing Director of Compass Lexecon’s
Washington, D.C. office. From August 2000 to June 2006, I served as a full-time
member of the faculty at Kellogg School of Management, Northwestern University. [
received my Ph.D. in economics from Stanford University in 2001.

2. I specialize in the economics of industrial organization—which is the study of
markets and competition, including the study of antitrust and regulatory issues—as well
as applied econometrics. At Kellogg and Stanford, I taught graduate-level courses
covering topics including business strategy, industrial organization economics,
microeconomic theory, and econometrics. My research has been published in leading
economics journals including the American Economic Review, the Rand Journal of
Economics, the Review of Industrial Organization, the Review of Network Economics,
and Information Economics and Policy.

3. I have been a consultant at Compass Lexecon since 2006. My consulting work
has focused on the application of theoretical models and econometric methods to the
analysis of mergers, antitrust issues including a wide variety of single-firm and multi-firm
conduct, class certification, and damages estimation.

4. My academic and consulting work has involved a range of industries, including
broadcast and cable television, wired and wireless telecommunications, broadband

services, airlines, railroads, consumer beverages, financial markets, insurance,
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pharmaceuticals, and publishing. I have authored expert reports, declarations, and
affidavits that have been submitted to and cited by government agencies and federal
courts on behalf of various clients. Among these, I have submitted declarations to the
Federal Communications Commission (“Commission” or “FCC”) regarding competitive
issues in broadband, video distribution, programming, and telecommunications and the
Commission has cited to these declarations. 1 have also co-authored a peer-reviewed

paper analyzing the evolution of peering and other Internet interconnection agreements.'

B. BRIEF OVERVIEW OF PARTIES AND TRANSACTION
1. Parties

3. Comcast Corporation (“Comcast™) is a media and technology company with two
primary businesses, Comcast Cable and NBCUniversal.” Comcast Cable offers video,
broadband (or synonymously high-speed data (“HSD”)), and digital voice services in 39
states and the District of Columbia. Comcast owns and operates a large fiber-based

network. It serves approximately 21.7 million video and 20.7 million broadband

Stanley M. Besen and Mark A. Israel (2013), “The Evolution of Internet Interconnection
from Hierarchy to ‘Mesh’: Implications for Government Regulation,” Information
Economics and Policy, 25: 235-245 (hereinafter Besen and Israel (2013).)

See Description of Transaction, Public Interest Showing, and Related Demonstrations, §
I1, for further details on Comcast’s lines of business.

In 2011, Comcast formed a joint venture with General Electric consisting of
NBCUniversal’s businesses and Comcast’s cable networks, regional sports networks, and
certain digital properties. In 2013, Comcast acquired General Electric’s entire 49 percent
common equity state in the NBCUniversal joint venture.
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customers, including both residential and business customers.” NBCUniversal owns and
operates a portfolio of news and entertainment cable television networks, broadcast
television stations, digital media properties, a motion picture company, and theme parks.
6. Time Warner Cable (“TWC?”) offers video, broadband, and digital voice services
in 31 states." It serves approximately 11.4 million video and 11.6 million broadband
customers, including both residential and business customers.” In addition, TWC owns
interests in certain regional sports networks (“RSNs”), local news channels, and two

national programming networks.

2. Transaction

7. Comcast has entered into an agreement with TWC through which Comcast will
acquire 100 percent of TWC’s equity in a stock-for-stock deal (the “proposed
transaction”). The proposed transaction is a straightforward acquisition of TWC, and

Comcast plans to retain both its own and TWC’s existing assets, subject to certain

2013 Comcast Corp. SEC Form 10-K Annual Report (hereinafter Comcast 2013 10-K), 3.

See Description of Transaction, Public Interest Showing, and Related Demonstrations, §
11, for further details on TWC’s lines of business.

2013 Time Warner Cable Inc. SEC Form 10-K Annual Report (hereinafter TWC 2013 10-
K), 38.
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divestitures.® In what follows, I refer to the newly created entity as “the combined firm”

or, where the meaning is clear, simply as “Comcast.”

C. ASSIGNMENT AND SUMMARY OF CONCLUSIONS
Assignment

8. [ have been asked by counsel for Comcast to evaluate the effects of the proposed
transaction on competition in the provision of broadband services to residential and
business customers. I have also been asked to assess the extent to which the proposed
transaction will generate consumer benefits, again focused on the broadband segment.
Combining my findings from these two assignments, | have been asked to assess,
whether, on balance, the effect of the transaction in the broadband segment is expected to
be pro-competitive, pro-consumer, and in the public interest.

9. For ease of exposition, I do not qualify all of my conclusions about competitive
effects and benefits from the transaction with the words “broadband’ or “broadband-
related,” but unless otherwise explicitly noted, all conclusions should be taken as

referring to effects on broadband-related services.

10. My ongoing investigation of the issues in this matter has included interviews with

company personnel, and extensive analysis of data and documents from the two

Comcast Corporation, Press Release, “Time Warner Cable to Merge with Comcast
Corporation to Create a World-Class Technology and Media Company,” February 13,
2014, available ar http://corporate.comcast.com/news-information/news-feed/time-

warner-cable-to-merge-with-comcast-corporation, sife visited March 27. 2014.
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transacting parties and a variety of third-party and public sources. The conclusions in this
Declaration are based on this evidence and reflect the status of my investigation to date.
11. My assessment of the transaction is complementary to the assessment contained in
the report of Drs. Gregory Rosston and Michael Topper, which I understand is primarily
focused on the overall efficiencies and associated consumer and competitive benefits
flowing from the transaction in various product markets, including a specific focus on
competitive effects and consumer benefits in the video segment. 1 leave evaluation of
issues primarily related to Comcast’s traditional video business to Drs. Rosston and

Topper.

2. Summary of conclusions

12.  Based on my analysis of the transaction, I have reached the following primary
conclusion: Given (i) the lack of any valid competitive concerns and (ii) the substantial
consumer benefits, the proposed transaction—as it relates to the provision of broadband
services in particular—is pro-consumer, pro-competitive, and in the public interest.

13. This primary conclusion is based on two main supporting conclusions:

® The proposed transaction will not harm broadband competition. Comcast and
TWC do not compete with one another for broadband customers. The proposed
transaction is neither a horizontal nor a vertical transaction in the broadband
segment. As such, theories of competitive harm raised by opponents of the
transaction are likely to depend—implicitly or explicitly—on the size of the
combined firm. However, simple calculations of size do not substitute for

rigorous competitive analysis. Neither the facts of this case nor economic theory

provides a basis to conclude that greater size—based on a combination of firms
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that do not compete in the same local markets—Ileads to greater bargaining power

or competitive harm.

e The increased scale created by combining the distinct regional footprints of two
broadband providers will generate substantial pro-competitive consumer benefits.
In a rapidly advancing industry with large fixed costs (or at least costs that do not
increase proportionally with output)—particularly an industry with many current
or potential business customers that operate regionally or nationally—greater scale
incentivizes greater investment and innovation. The ability to generate revenues
from an investment across the combined Comcast and TWC footprints increases
the net present value of investment opportunities and thus incentivizes the
combined firm to make investments that would not otherwise have been
sufficiently profitable. Although the cable industry has a long history of
attempting to achieve such scale benefits via partnerships and collaborations, these
attempts have frequently failed or stalled, and thus the proposed transaction helps
to overcome collaboration problems that have hampered industry initiatives for

years.
14.  These primary and supporting conclusions are based on several detailed findings,

developed in the remainder of this Declaration.

o The transaction leads to no horizontal competitive concerns for residential or

business broadband customers:

o The transaction will not reduce the number of broadband options available to
residential or business customers. The broadband services sold by Comcast
and TWC are not substitutes and, thus, horizontal competitive concerns do not

arise for either residential or business customers of broadband services.

o Attempts to define a national market for broadband services do not change the

conclusion of no horizontal harm. Comcast and TWC are not substitutes for

consumers regardless of how the market is defined and thus, unlike in many




