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183. Because of the common business and residential infrastructure, the new build-outs
required to serve the incremental business traffic generated by the transaction, described
in Section IV.A above, will also benefit residential customers. In particular, I understand
that build-outs generally take into account future requirements.”* The cost of adding
incremental fiber capacity as part of a build-out is relatively low compared to other build-
out costs, including the labor and equipment required to do the “digging” at the heart of
the build-out. For example, the Commission recently estimated that the cost of deploying
one mile of fiber can easily exceed $100,000, but noted that “[t]he largest element of
deployment costs is not the fiber itself, but the placement costs associated with burying
the fiber in the ground. ... These placement costs can, in certain cases, account for
almost three-quarters of the total cost of fiber deployment.”*

184.  Hence, through a forward-looking lens, every build-out Comcast does for a
business customer in the future lays down more network infrastructure to serve more
businesses and residential customers. Building out the network infrastructure in a way
that creates excess capacity effectively reduces the marginal costs of connecting more

business and residential customers near the build-out. All expansions of cable plant and

investments in core network to serve newly profitable business customer opportunities

e Phil Meeks, Executive Vice President and Chief Operating Officer, Business Services,

TWC, March 7, 2014, interview.
239 National Broadband Plan, 114.
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directly benefit residential customers as well (through a faster core network and more
homes passed). In a similar vein, the expansion of broadband to certain businesses within
a footprint increases the likelihood of providing access to other business and residential
customers in the future.

185. The complementary nature of usage patterns—business use generally occurs
during the day, and the heaviest residential use occurs in the evening (and early morning
and over the weekend)—heightens the benefits of such capacity investments. In
particular, more business customer traffic generally does not raise a network congestion
concern for residential customers since networks are designed to meet peak usage loads
and business/residential peak usage times do not overlap.”

186. The provisioning of broadband services to business customers also increases the

22 As Comcast has retooled its

reliability of the network for residential customers.
network to cater to business customers (such as providing Metro Ethernet and cell tower

backhaul services), it has built redundancy in its network infrastructure not only to deliver
the increased capacity, but also to make the network more resilient to problematic events.

Since residential customers largely share the same infrastructure, they benefit from the

increased reliability that has come about as a result of serving business customers. For

Kevin O’Toole, Senior Vice President, Product Development, Business Services,
Comcast Corporation, February 20, 27, and 28, 2014, interviews.

2 This paragraph relies on interviews with Kevin O’Toole, Senior Vice President, Product

Development, Business Services, Comcast Corporation, February 20, 27, and 28, 2014.
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example, I understand that as a quality-assurance service provided to business customers,
Comcast actively monitors network nodes that are connected to these customers to ensure
that outages and other performance degradations are promptly noted and addressed.
Since in many instances the same nodes also serve residential customers, those customers
benefit from the enhanced quality of service generally only accorded to business

customers.

(2) Scale-based benefits to national core network

187. Economies of scale can also be expected to lead to improvements in the core
network infrastructure. As discussed in Section I1I1.A.3(c), both Comcast and TWC have
independently developed their own national core backbone infrastructure. I understand
that combining the scale of the two core networks will generate additional innovations in
capacity and architecture that will allow Comcast to reach more commercial customers on
a single network with potentially better latency that large-scale enterprises demand.”” |
also understand that, although Comcast is contemplating upgrading its backbone
infrastructure sometime in the future, the additional scale facilitated by the merger will
accelerate that process. In particular, I understand that as the volume of data transmission

increases, Comcast will begin to approach physical limitations that will require it to make

4 This paragraph and the following paragraph are based on an interview with Kevin

McElearney, Senior Vice President, Network Engineering, Comcast Corporation, April 2,
2014.
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fixed cost investments to overcome (e.g., investing in new router technology or additional
fiber). By combining Comcast and TWC traffic in a single network, the combined firm
will reach those thresholds sooner and therefore Comcast expects to accelerate its
investment in backbone infrastructure.

188. Comcast also expects that the transaction will lead to faster development of the
next generation Layer 2 (optronics) and Layer 3 (electronic) infrastructure for backbone.
In particular, I understand that Comcast regularly makes decisions about whether to buy
network equipment from third-party vendors or to develop it internally. Developing such
technologies internally involves fixed cost investments, so this option becomes more
attractive as a result of the scale enabled by the transaction. Thus, the transaction will
give Comcast an improved option to bring infrastructure development in-house when
doing so is most profitable and, by making this option more credible, will also create a
competitive incentive for suppliers to bring products to the market more quickly (and on

better terms) than they would otherwise have an incentive to do.

(3)  Scope-based benefits to regional core networks

189. The transaction will also create benefits in areas where Comcast’s and TWC’s

footprints are currently near one another, and thus where the transaction effectively
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creates more complete network coverage for the combined firm in a given region.”** The
benefits from such “regional densification” follow from the design of Comcast’s network.
In particular, Comcast typically builds Converged Regional Area Networks (“CRANSs”)
to serve geographically proximate markets.”** I understand that building out more
CRAN:S helps the network to be more resilient (meaning to maintain more consistent
quality even as conditions or demands on the network change); provides additional
capacity to support growth in demands on the network from a range of services including
broadband Internet, IP cable services, and business services like Metro Ethernet and cell
tower backhaul; improves network performance (e.g., reduces “latency™); and can provide
additional connectivity to third-party regional data centers, offering increased points of
interconnection. Comcast also supports CRANs with regional data centers that enable
Comocast to offer new IP cable services, better support the X1 platform, and potentially
offer an additional regional option for interconnection with Comcast’s network.

190.  Although I understand that Comcast does not currently know the full details of
TWC’s network architecture, the increased regional density in certain areas associated

with the transaction mean that the combined firm may be able to increase the number of

w5 This paragraph and the following based on an interview with Barry Tishgart, Vice

President, Product Management & Wholesale Services, Comcast Corporation, February
20, 2014.

CRANS allow voice, video, and data traffic to flow over a single network and enable very
fast networks.

255
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CRANSs and regional data centers, providing better service to customers in particular
areas. In particular, where Comcast has systems in geographic proximity to those of
TWC systems, it may be profitable for Comcast to invest in a new CRAN supported by a
new regional data center. Such an investment would improve the quality of the network
to the benefit of residential and business customers, as well as edge providers.

(c) Improvements in wireless access networks
191.  With respect to wireless access networks, customers of the combined firm will
benefit from a unified Wi-Fi strategy yielding expanded and improved Wi-Fi offerings,
including expanded and accelerated rollout of new generations of Wi-Fi gateways and a
denser grid of Wi-Fi hotspots. These expanded Wi-Fi offerings may potentially, over the
longer term, be part of a strategy to use the combined firm’s grid of Wi-Fi hotspots as a
launching point for a national “Wi-Fi first” mobile wireless service.
192.  As part of its overall consumer offering, Comcast has deployed a network of Wi-
Fi hotspots. Comcast’s Wi-Fi network consists of public Wi-Fi in residential areas
(*home hotspots” or alternatively, “Neighborhood hotspots™), outdoor hotspots, typically

in heavily trafficked areas, and hotspots in small and medium-sized businesses.** Table 4

=5 In 2013, Comcast introduced advanced multi-signal wireless gateways to customers.

These wireless gateways broadcast two separate signals, one to create a private and secure
signal for in-home use and a second for public use. Therefore, in addition to offering an
advanced in-home wireless experience, the neighborhood hotspots also create a
supplemental public pathway for other Comcast customers to access the Internet, without
requiring the host customer’s Wi-Fi password or affecting the host’s service. (See
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indicates the number of each type of Wi-Fi location that Comcast offers today and plans
to offer in 2017.*" The total number of Wi-Fi hotspots will increase from 725,000 in
2013to[[  ]] million in 2017, with the most prominent increase projected for
neighborhood hotspots that will grow from [[ 11in2013 to [[ ]] million in 2017.
Moreover, Wi-Fi hotspot usage has been expanding, indicating that customers value
access to a large Wi-Fi network. For example, the average Comcast broadband user
(excluding home subscribers in their own home) consumes approximately [[ ]
gigabytes of data per month via Wi-Fi, a figure that has increased by [[  ]] percent over

the past year.”®

Comcast, Press Release “Comcast Today Announced Plans to Create Millions of Wifi
Access Points for its Customers through a Neighborhood Hotspot Initiative,” June 10,
2013, available at http://corporate.comcast.com/news-information/news-feed/comecast-
unveils-plans-for-millions-of-xfinity-wifi-hotspots-through-its-home-based-
neighborhood-hotspot-initiative-2, site visited March 28, 2014.)

Tom Nagel, Senior Vice President & General Manger, Wireless Services, Comcast
Corporation, March 18, 2014, interview.
258 “
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Table 4: Number of Xfinity Wi-Fi Hotspots

Number of Wi-Fi Hots pots (000s) 2013 2017
Outdoor Il I

Small and Medium Businesses (SMB)

Home 1l

Total 725 Il

193. By comparison, TWC’s Wi-Fi network has only 30,000 hotspots located in Los

Angeles, New York City, Austin, Charlotte, Myrtle Beach, Kansas City, and Hawaii.”**

194.  In an attempt to address the lack of Wi-Fi coverage outside of their own
footprints, both Comcast and TWC are members of Cable WiFi, a collaboration between
Bright House Networks, Cox Communications, Optimum, TWC, and Comcast that o11c1>
customers access to each other’s Wi-Fi networks.” For example, Comcast customers
have access to approximately 145,000 Wi-Fi hotspots outside the Comcast footprint via
the Cable WiFi partnership.”'

195.  While the Cable WiFi partnership has successfully provided customers with

access to Wi-Fi access points outside of the footprint of their cable provider, the

TWC is considering adding another [| ]] hotspots in 2014 in outdoor public
locations and in small and medium-sized businesses. (Peter Stern, Executive Vice
President & Chief Strategy Officer, TWC, February 28, 2014, interview.)

See http://www.cablewifi.com/, site visited March 31, 2014.
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collaboration suffers from two shortcomings relative to an integrated network operated by
a single entity. First, the partnership does not require any particular level of investment in
Wi-Fi from its members. For example, as noted above, TWC has deployed many fewer
Wi-Fi access points than has Comcast. Following the transaction, Comcast will
internalize the benefits of a greater number of Wi-Fi access points to legacy Comcast
customers who travel in the TWC footprint, and vice versa, because offering a broader
Wi-Fi footprint makes Comcast and TWC more attractive to consumers. Hence,
subscribers of the combined firm—particularly those in the TWC footprint—will likely
benefit from a more aggressive strategy toward Wi-Fi deployment.

196.  Second, an integrated entity will be able more efficiently to operate a Wi-Fi
network. As one measure of the greater efficiency from operating an integrated Wi-Fi
network, including the possible elimination of double marginalization, Comcast estimates
that the cost of data usage on its own Wi-Fi access points is [| |] per gigabyte, while
the cost of data usage -other Wi-Fi networks can range from [[ ]] per gigabyte up to

** Operating the Wi-Fi network at a lower marginal cost post-

[[ 1 per gigabyte.
transaction will create an incentive for the combined firm to expand its network further.
197.  In addition to directly benefiting existing customers, to the extent that the

transaction enables the combined firm to achieve a high-quality, broad-based, tightly

262

Tom Nagel, Senior Vice President & General Manger, Wireless Services, Comcast
Corporation, March 18, 2014, interview.
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integrated Wi-Fi network, it may facilitate entry into the mobile wireless industry at some
point in the future, thus increasing competition in that industry. I understand that such
entry likely would be based on a network that combines Wi-Fi infrastructure with a
Mobile Virtual Network Operator (MVNO) option.”® Notably, such a strategy would
further incentivize the combined firm to expand its base of Wi-Fi hotspots (both to
increase the quality of the offering and because, as explained above, traffic carried on the
Wi-Fi network is substantially less expensive than traffic carried on the MVNO network),
thus benefiting customers of the combined firm whether or not they use the mobile
wireless offering and whether or not that effort ultimately succeeds.

198.  The transaction increases the profitability of a Wi-Fi-plus-MVNO product—and
thus the possibility that it will be introduced. The transaction will expand the combined
firm’s Wi-Fi base, reducing dependence on the more expensive MVNO option.** In
addition, because the combined firm will be able to deliver a greater potential base of
sales to device manufacturers, the transaction will put the combined firm in a better

position to negotiate with device manufacturers to work on the technology needed to

263 MVNOs purchase wireless network services on a wholesale basis from mobile network

operators and then resell those services under their own brand. Comcast currently has
MVNO agreements {{ }} and Verizon. (Tom Nagel, Senior Vice
President & General Manger, Wireless Services, Comcast Corporation, March 18, 2014,
interview.)

264 Tom Nagel, Senior Vice President & General Manger, Wireless Services, Comcast

Corporation, March 18, 2014, interview.

141




REDACTED - FOR PUBLIC INSPECTION

improve the Wi-Fi/CMRS handoff technology to the point where it provides a superior
experience.*”

(d)  Improvements in home networks
199.  With respect to home networks, customers of the combined network will likely
benefit from increased investments in home network technologies made profitable by the
combined firm’s increased scale, including tools to enable consumers to better manage all
devices on the household’s broadband network.
200. The combined entity’s greater scale will encourage more rapid and deeper
innovation, both in terms of developing better tools for customers (e.g., online self-help,
installation, parental controls, and antivirus software) and housing such services “in the
cloud” so that they can help people manage these tools for the whole household.*** On
the video side, Comcast already tested a cloud-based DVR service in 2013 in a trial
market area and is in the process of launching its service across the entire footprint

starting in 2014.%" [ understand that Comcast has also developed prototype business

265

- Tom Nagel, Senior Vice President & General Manger, Wireless Services, Comcast
Corporation, March 18, 2014, interview.

266 Peter Stern, Executive Vice President & Chief Strategy Officer, TWC, February 28, 2014,
interview.

L Tony Werner, Executive Vice President, Chief Technology Officer, Comcast

Corporation, February 20, 2014, interview.
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cases for technologies including the ability to track usage, establish priorities, block
unwanted Internet sites, and store data in the cloud.
201. IT services such as those described above require large fixed cost investments to

268

develop and support the required software.”™ As explained above, such high fixed-cost
investments are more likely to be profitable when scaled over a larger base of customers
because the larger base of customers increases the revenue opportunity without increasing
the fixed costs.”* For example, TWC is eager to develop network-based, rather than
device-specific, parental controls but recognizes that a large upfront investment is
required to deploy this technology and hence that this initiative may need to be limited in

270

scope given TWC’s current scale limitations.”” With the proposed transaction, the

combined firm could not only develop and deploy such technology, but it could also

devote substantial resources for marketing and educating customers about it.?”’

268 . . . . i
Marcien Jenckes, Executive Vice President, Consumer Services Group, Comcast

Corporation, February 27 and 28, 2014, interviews.

] . 5 . . r
268 Marcien Jenckes, Executive Vice President, Consumer Services Group, Comcast

Corporation, February 27 and 28, 2014, interview.

a0 Peter Stern, Executive Vice President & Chief Strategy Officer, TWC, February 28, 2014,
interview.

271 . . = 4 7
Marcien Jenckes, Executive Vice President, Consumer Services Group, Comcast

Corporation, February 27 and 28, 2014, interview.
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V. CONCLUSION

202. Based on my analysis of the transaction, presented throughout this Declaration, I
reach 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.
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1, Mark A. Israel, declare under penalty of perjury that the foregoing declaration is true
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