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Leveling Accusations: Comcast, Level 3 and the FCC

FCC chmn Julius Genachowski said Tues that it's “premature” to comment on Level 3’s accusations that Comcast is vio-
lating open Internet principals, but said that the agency is “looking into it” The FCC was expected to announce late Tues
for the Dec agenda a net neutrality item that is centered on Title |, although Genachowski was mum on the subject during
a press conference. He did say that he is “proud of the process” for net neutrality and that the agency has engaged with
“the broadest array of stakeholders.” Sens John Kerry (D-MA), Byron Dorgan (D-ND) and Ron Wyden (D-OR) urged the
FCC to bring the net neutrality rulemaking to a conclusion this month. “While time consuming, we think the deliberation
and discourse has moved the center of opinion within the community of experts, industry, and advocates to a principled
compromise that is sustainable and will work,” the trio wrote in a letter Tues. As for whether Comcast-NBCU will get done
by year-end, there was no comment from the FCC on the timing. Comcast sent a letter Tues to FCC Wireline Bureau chief
Sharon Gillett summarizing a phone call Mon after Level 3 issued its press release. “Notwithstanding Level 3’s claims, this
is not about online video, it is not about ‘paid prioritization, it does not involve putting ‘toll booths’ on the Internet, and it is
not about net neutrality,” Comcast’s Joe Waz wrote. “Indeed, if anything, it is Level 3 that is seeking ‘non-neutral’ treatment
that would favor its network traffic over those of all its competitors.” Level 3 has said that Comcast recently forced it to

pay a new recurring charge to transmit online movies and other content to Comcast customers requesting such content.
Comcast said it has asked Level 3 to enter into commercial negotiations to account for the “vast increase in the amount

of traffic” it wants to send to Comcast’s network. Earlier this month, Level 3 was named one of Netflix’s primary content
delivery networks. “In order to undercut its CDN competitors, Level 3 wants to avoid the commercial arrangements other
CDN companies use to terminate traffic onto Comcast’s and other providers’ networks, and instead force Comcast to
accept its CDN traffic for free, under a ‘peering’ relationship,” Waz wrote, adding that the parties engaged in discussions
Tues morning. If they are unable to resolve the issues satisfactorily in these talks, Waz said Comcast would be pleased to
participate in a meeting between the 2 overseen by FCC staff. For its part, Level 3 said it’s regrettable that Comcast has
sought to portray this as “a commercial agreement or peering dispute... Instead, the fundamental issue is whether Com-
cast, as the largest cable company in the country with absolute control over access to its cable TV and broadband access
subscribers, has the right to unilaterally set a ‘price’ for that access that effectively discriminates against competitors of
Comcast’s cable and Xfinity content” There was plenty of reaction Tues to the Level 3-Comcast clash, with Citadel Secu-
rities seeing things similarly to Comcast. “In our view, this issue has nothing to do with net neutrality, and is a day-to-day
business dispute between 2 companies,” the firm told clients. Citadel said that Level 3 competitors Limelight and Akamai
continue to pay Comcast fees for use of its network as part of a standard industry practice and suggested Level 3 is trying
to exploit a loophole in its peering relationship as the owner of a Tier 1 network as well as a CDN. No matter what, the
allegations—coupled with a complaint from modem maker Zoom Tech—come at a bad time for Comcast. If the new fees
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Canoe Ventures CEO David Verklin, will discuss advanced advertising and how it will evolve in 2011 and beyond.
Along with, Fox Networks Group chief Tony Vinciquerra who will accept the coveted Leadership Award for his
stewardship of the Fox brand across all platforms and Bank of America Merrill Lynch’s Jessica Reif Cohen, who
will discuss her thoughts on cable’s future outlook.
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are tied to a type of traffic, then it would “trigger concerns stressed by certain tech/edge and public-interest groups, that

a vertically integrated broadband network operator is discriminating against competing content,” Stifel Nicolaus said. “If
the new charge turns out to be solely based on increasingly imbalanced traffic and is unrelated to the type of traffic, then
that should not provide a clear-cut basis for moving against the company either in the net neutrality proceeding or the
Comcast-NBCU merger review, in our view.” Sanford Bernstein’s Craig Moffett said that Level 3's implied claims of traffic
discrimination appear unfounded, but that the charge is likely to create a political firestorm—if not at the FCC, at least with
the general public and tech press. Indeed, public interest groups were already making a lot of noise over the allegations,
with Progressive Change Campaign Committee sending out an email petition to pressure Genachowski to act, with
more than 73K signatures as of Tues evening.

At the Portals: The FCC officially launched its initiative to free up spectrum for wireless broadband by a unanimous vote
at Tues’ open meeting. The action lays the ground work for reallocating some broadcast spectrum for use by wireless
companies. Proposed rules would allow broadcasters to share a 6Mhz channel and adjust power levels for VHF. “NAB
has no quarrel with incentive auctions that are truly voluntary,” NAB pres/CEO Gordon Smith said after the meeting.
“Going forward, we believe policymakers have an obligation to maintain digital TV services currently provided by broad-
casters and to allow free TV viewers to benefit from DTV video innovations. NAB will oppose government-mandated
signal strength degradations or limitations, and new spectrum taxes that threaten the future of free and local broadcast-
ing.” Rep Ed Markey (D-MA) said he plans to introduce legislation next year on a variety of spectrum issues, including
actions necessary to make 300Mhz of spectrum available within 5 years and 500Mhz available within 10. “Spectrum is
the oxygen of the Internet ecosystem, and its looming scarcity needs to be addressed to ensure the continued growth of
the wireless broadband applications and services that help power our economy;” he said.

On the Hill: The House Commerce, Trade and Consumer Protection subcmte holds a hearing Thurs on the feasibility of
providing Web users a simple opt out from having online activity tracked by data-gathering firms. Invited witnesses include
Time Warner Cable evp, chief govt relations officer Gail MacKinnon and Symantec vp, research Joe Pasqua.

In the States: Comcast bowed 24-hour cricket channel NEO Cricket in CA, as an a la carte service in most state mar-
kets. -- Cox launched a $14.99/month tech support service in CT and Rl offering customers help with home networking
and peripheral equipment, resolution of computer crashes and removal of viruses or spyware. Support services are

available via phone, remote log-in or in-home visits, and the subscription requires a $100 initial home computer tune-up.

OTT Research: Online streaming service ivi TV added live TV broadcasts from the L.A. market to its service that includes
content from NYC and Seattle. -- 51% of 18-34s would view regularly-watched TV programs through a fee-based Hulu-

, Netflix- or iTunes-type option, according to Ipsos, which said the demo particularly likes a pay-per-download/stream
model. Among all consumers, data showed that viewers are more likely to re-watch comedies than any other genre, and
that reality TV viewing after broadcast is more of an occasional activity. -- Based on profiles of more than 40 OTT service
ops and device vendors, MRG projects global growth of OTT video services will top $1bin in "10 and $20bln in ’14. -- The
vast majority of consumers plan to maintain traditional pay-TV subscriptions despite the increased use of alternative video
viewing platforms, according to Frank N. Magid Assoc. [Go to CableFAXDaily.com for more subscriber-exclusive info].
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BUSINESS & FINANCE

Editor’s Note: Don't miss our next
Webinar, “Selling 3DTV,” with a panel
including reps from ESPN, 3D Net,
Motorola and DirecTV. Register at
http://www.cablefax.com/cfp/webinars/.

Ratings: “Punkin Chunkin 2010”
posted a record cume rating of
1.98/1.51mIn among 25-54s between
a Discovery Channel and Science
Channel simulcast on Thanksgiving
Day. Also, it became the highest-
rated program on Discovery since
Aug 1 and with a 0.85 notched Sci-
ence Channel’s highest HH rating in
history. -- Including all TV networks,
the premiere of Cartoon Net’s “Fire-
breather” ranked as the top telecast
of Nov 24 among all kids and boys
demos. It also delivered 3.69min
viewers ages 2+.

Programming: TV Land greenlit
original pilots for “Happily Divorced,”
based on Fran Drescher’s real-life
dealings with dating after finding out
her husband is gay, and “Rip City,”
an office comedy about a regional
beverage co that receives an Ivy
League-educated female boss.

Business/Finance: CSG Systems
completed its acquisition of Intec
Telecom, a UK-based provider of
BSS software serving 60 of the
world’s top 100 comm service
providers. Through the deal CSG
becomes the 2nd-largest provider of
BSS solutions globally.

Oops: Comcast’s Website for CSN
CA is IWantCSN.com.
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December 8, 2010 8:45am-4:00pm NYC

Taking Social Media to the Next Level

CableFAX’s one-day workshop will focus on how to leverage the newest and most promising social media platforms for
your cable promotions. The goal is to get you up to speed on many of the exciting new platforms that are below the
radar now - but not for long. They will help you promote your program, your content, your brand and your business.

Questions: Elizabeth Brown at ebrown@accessintel.com or 301-354-1610.

Register Today! www.cablefax.com/dec8

18237



