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Comcast and the cable industry have a long history of supporting PEG programming, and
we recognize its value to our customers and our local government partners. Comcast is
committed to working cooperatively with our local partners to ensure efficient PEG delivery
through the digital transition.

The issues raised by this hearing involving Comcast are temporary, transitional issues. In
the relatively near future, it is likely that all cable video services will be delivered in a digital
format.

The delivery of PEG channels in a digital format is a small part of a much larger
transition from analog television to digital television. Digital technology improves video quality,
and its inherent spectrum efficiency enables video providers, like Comcast, to vastly expand our
service offerings.

Today’s intensely competitive video environment compels established cable operators,
like Comcast, to offer PEG channels in a digital format. Our major competitors are already all-
digital. If established cable operators are unduly restrained in our digital transition, it will
weaken our competitive posture — and, ironically, it will ultimately harm PEG programmers,
whose primary distribution is on cable.

Comcast is not discriminating against PEG channels as it transitions to a digital platform.
In most of our cable systems, the vast majority of commercial programming services are already
transmitted in a digital format. Even when we digitize PEG channels, those channels remain part
of the basic service tier, which means that no additional service fee is required to view digitally
delivered PEG channels. Some customers may need digital equipment to view these channels,

but a rapidly growing majority of our customers already have this digital capability.
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Mr. Chairman and Members of the Committee:

Thank you for inviting me to testify today. It’s always a pleasure to appear before this
Committee, and I welcome the opportunity to discuss Comecast’s plans for carrying local Public,
Educational, and Governmental channels (“PEG”) in the digital TV age. I appreciate this
Committee’s interest in our recent efforts to deliver PEG channels in a digital format, and I am
happy to explain the reasons supporting this technical transition.

Let me start by saying that Comcast and the cable industry have a long history of
supporting PEG programming, and we recognize its value to our customers and our local
government partners. We provide the means to distribute PEG programming and the support
that makes it possible. We understand the value of PEG programming, and we try to be good
partners with our local governments in our support.

To a large extent the issues raised by this hearing are temporary, transitional issues. In
the relatively near future, it is likely that all cable video services will be delivered in a digital
format, and all of our customers will need a digital set-top box, a digital television set, or some

other digital receiving device. That is already the case with our major competitors — DirecTV,

Dish, AT&T, and Verizon — who all operate in a digital-only format.



Although our cable plant is enormously flexible, we are increasingly putting demands on
the capacity of that plant. During this transitional period, we must juggle consumer demand for
more services, such as high definition television, video-on-demand ("VOD"), and faster
broadband speeds, with the capacity of our network. Part of that juggling involves the digital
delivery of channels previously were delivered in analog. At the same time, we are actively
exploring a variety of technical solutions that go far beyond the digitization of analog channels.
Digital compression and switched digital delivery, for example, both promise significant
bandwidth efficiencies.

Given the genesis of this hearing, I want to say that our recent digital initiative in
Michigan is atypical in two important respects. First, in the vast majority of our cable systems,
PEG channels remain in analog, and we have no current plans to change that. In fact, we have
voluntarily increased our PEG carriage in many systems by adding a digital simulcast to
accompany the traditional analog version. In light of the relatively large number of PEG
channels in certain Michigan communities, however, we need to work out different arrangements
to help us accommodate consumer demand for other services.

And that leads me to the second way in which our Michigan digital initiative differs from
our standard practice. In retrospect, we failed to communicate adequately our goals and to work
cooperatively with our local partners to produce a "win" for everyone — for the consumer, the
franchising authority, the PEG community, and the cable company. That is not the way we want
to do business — in Michigan or in the rest of the country — and I want to apologize for that. I
am pleased to say that we are now engaged in friendly, and what I am sure ultimately will be
fruitful, discussions with local government officials in Michigan, including Mayor O'Reilly of

Dearborn, who is testifying here with me today.



With this background, let me begin with four key points about the digital delivery of PEG
channels:

First, the delivery of PEG channels in a digital format is a small part of a much larger
national — in fact, global — transition from analog television to digital television. Digital
technology improves video quality, and its inherent spectrum efficiency enables video providers,
like Comcast, to vastly expand our service offerings. The switch to digital technology has been
widely and understandably encouraged by government officials. Consumers today clearly want
the enhanced video and audio quality of digital, as well as the many new services that digital
technology makes possible.

Second, today’s intensely competitive video environment compels established cable
operators, like Comcast, to offer PEG channels in a digital format. As I just mentioned, our
major competitors (DirecTV, Dish Network, Verizon, and AT&T) are already all-digital, and
they widely tout that fact in their consumer marketing. The two national DBS providers, who are
now the second and third largest multi-channel video providers in the country, with over 30
million combined customers,' offer no local PEG programming whatsoever, and our telephone
competitors generally seek to offer much less than we do. If established cable operators are
unduly restrained in our digital transition, it will weaken our competitive posture and, ironically,
it will ultimately harm PEG programmers, whose primary distribution is on cable (because the
government has not placed similar PEG obligations on our competitors). Even if our transition
of PEG channels to digital causes some temporary, minor inconvenience for some of our
customers, it is important to understand that these citizens will receive little or no PEG

programming if they move from their local cable system to the all-digital line-up provided by our

! See Twelfth Annual Assessment of the Status of Competition in the Market for Delivery of Video Programming, 21
FCC Red. 2503, § 73 (2006).



telephone and DBS competitors. And as our digital transition moves forward, ultimately, our
customers will be receiving all of their programming — including their PEG programming — in
digital form.

Third, as Comcast proceeds with the challenging and critical transition to a digital
platform, I want to clearly state that we are not discriminating against PEG channels and are, in
fact, taking special care to ensure that the public can access them. In most of our cable systems,
the vast majority of commercial programming services are already transmitted exclusively in a
digital format, yet PEG channels remain almost uniformly in an analog format (often with a
digital simulcast).

It is important to note that digital delivery will actually enhance, not degrade, the signal
quality of PEG channels. Moreover, even when Comcast digitizes PEG channels, those channels
remain part of the basic service tier. Comcast does not impose any additional service fee to
receive digitally delivered PEG channels. And while some customers may need digital
equipment to view these PEG channels, a rapidly growing majority of our customers already
have this digital capability.

Fourth, we believe the digital delivery of PEG programming is consistent with the
Communications Act of 1934, as amended (the “Act”), and the legislative history of the Cable
Television Consumer Protection and Competition Act of 1992 (the “1992 Cable Act”). The Act
did not explicitly address the format (analog or digital) by which cable operators must deliver
PEG programming, and the Act specifically protects a cable operator’s choice of transmission
technology.

The bottom line is that we believe that digital delivery of PEG channels is fair, it is

appropriate, it is pro-consumer, it is key to our ability to respond to competition, and we believe



that it is lawful. But as I said earlier, given the strong commitment that we have to PEG
programming — a commitment that is not shared by all of our competitors — and given the strong
relationships we enjoy with our local government partners, Comcast is committed to working
cooperatively with those local partners to ensure efficient PEG delivery.

L. THE FUTURE OF TELEVISION IS DIGITAL

As this Committee is well aware, the future of television is digital, and that future is now.
Analog television, which served America well in the twentieth century, is quickly being replaced
by superior digital technology. The nation’s established broadcast television and cable television
industries are both racing to an all-digital universe. Comcast’s chief competitors, including DBS
providers DirecTV and Dish Network, as well as Verizon and AT&T, entered the television
business comparatively recently and skipped over analog technology entirely. Because their
video services are already offered exclusively in digital, a subscriber to these services has no
choice but to obtain and use digital equipment.

Consumers today are clamoring for the superior quality that digital technology provides.
Just as an earlier generation of Americans abandoned black and white television in favor of color
television, this generation of Americans is now rapidly abandoning analog television in favor of
digital television. Digital signals are crystal clear, and the visual appeal of high definition digital
signals is undeniable.

Video providers are enthusiastic about digital technology because it is so much more
efficient than conventional analog technology. Delivering a video signal in analog consumes
many times the amount of spectrum or bandwidth as delivering the same programming in digital.
Indeed, as illustrated in Attachment 1, approximately three high definition channels and 15

standard definition digital channels can now be delivered in the same bandwidth as a single



analog channel. Simply put, the delivery of television in analog is wasteful and inefficient. That
is precisely why our competitors are already operating with all-digital technology.

Congress has itself recognized the vast superiority of digital in establishing February
2009 as the deadline for all domestic broadcast stations to terminate analog transmission in favor
of digital transmission.” The costs and confusion associated with this broadcast conversion are
considerable, but Congress has clearly recognized that the reclaimed broadcast spectrum is of
tremendous value and can be used far more productively.

Cable operators have also recognized the superiority of digital technology. Comcast
increasingly relies on digital technology to deliver video services to its customers. A typical
Comcast system today has a far greater number of programming services delivered in digital than
in analog. In Dearborn, for example, we currently provide fewer than 70 analog channels and
more than 220 digital channels. Our Washington, D.C. system has a similar ratio of analog to
digital channels. We offer fewer than 80 analog channels here and more than 230 digital
channels.> And this digital tally does not even include the vast digital VOD library available to
our customers through our On Demand service.

The digitization of our line-up has allowed Comcast to launch scores of new digital
programming channels, including popular high definition and VOD offerings. In Dearborn, the
services available only in digital today include many popular channels like ESPN News,
Discovery Home, National Geographic, Biography, SOAPNet, Nicktoon, Discovery Kids,
Sprout, CMT, GSN, IFC, LOGO, and TV One. The list goes on. It is a similar story elsewhere.
In Washington, D.C., for example, we provide a wide variety of popular digital-only channels,

such as BBC America, Current TV, Fox Reality, Sundance, and WE. If we had not introduced a

>See 47 U.S.C. § 337(e).
3 See Attachment 2.



digital platform, it simply would not be possible to deliver the range and diversity of product our
customers desire.

Not surprisingly, the percentage of our customers subscribing to digital services is
increasing rapidly. At the end of 2006, our digital penetration figure had grown to 52%. By the
end of the third quarter of 2007, it had increased to over 60%. In many markets, such as Boston
and Chicago, our digital penetration exceeds 80%. This trend is sure to continue as Comcast
increasingly relies on digital technology to deliver video services.

Our ability to take full advantage of digital technology requires us to reclaim bandwidth
currently devoted to outmoded analog technology. If we cannot reclaim that bandwidth, the
amazing products we are anxious to offer our customers will be delayed. In Dearborn, for
example, we currently offer 33 linear HDTV channels. Transitioning additional analog channels
to digital would liberate the capacity needed to substantially increase our HDTV offerings and
accommodate the existing backlog of popular HDTV channels. For each analog channel we
migrate to digital, we pick up the capacity needed to launch approximately three new high
definition channels. The popular HDTV channels we could launch in Dearborn if there were
more digital capacity available include such popular services as AMC HD, Cartoon HD,
Nickelodeon HD, and Speed HD. Indeed, additional digital capacity is essential to proceeding
with our newly announced "Project Infinity," which could deliver more than one thousand high
definition choices to virtually every Comcast HD home by the end of 2008.*

Moreover, digitizing video channels provides customer benefits beyond just “more TV.”
The reclaimed bandwidth allows us to offer improved high speed internet and digital voice

services. In particular, reclaimed bandwidth will facilitate Comcast rolling out DOCSIS 3.0 this

* Brian L. Roberts, Keynote Remarks, 2008 Consumer Electronics Show, Las Vegas, NV, January 8, 2008.



year. This amazing technology will allow us to deliver data at speeds of up to 100 megabits per
second or greater.’

Offering PEG programming in a digital format improves its picture quality. That is why
we increasingly simulcast PEG channels in digital where we have the capacity to do so.
Delivering PEG channels in a digital format also makes it much easier to group PEG channels
together, possibly with other public interest programming, in a standardized “neighborhood”
across multiple cable systems. This standardization will make it easier for consumers to find
local PEG channels. The new digital location will be increasingly important as more and more
of our customers look to our digital program guide line-up for their viewing choices and venture
back to our analog channels less frequently.

The simple truth is that the transition to a digital platform is inevitable. The majority of
Comcast customers are already digitally equipped, and that figure is increasing at a dramatic rate.
Customers interested in PEG programming will not find a significant inconvenience in needing
to “go digital,” and, in fact, all of them will very soon expect digital delivery. Frankly, if we do
not deliver PEG programming in a digital format, it will not be long before PEG programmers
complain about being abandoned in an analog wasteland.

II. THE DIGITAL DELIVERY OF PEG PROGRAMMING
IS COMPELLED BY THE COMPETITIVE VIDEO MARKETPLACE

In analyzing Comcast’s PEG carriage, it is important to consider the intensely
competitive marketplace in which we operate. One cannot evaluate PEG obligations as if cable
companies still held their multi-channel video “monopoly” of 20 years ago. In Dearborn,
Michigan, for example, Comcast serves just 38% of local television households. As a result,

whether Comcast transmits PEG channels in analog or digital, it cannot itself ensure that every

S Id.



Dearborn household, or even the majority of Dearborn households, receives PEG programming.
In this highly competitive landscape, it is also essential that Comcast make business decisions
that maximize our appeal to local consumers.

On a nationwide basis, DBS companies are currently our largest direct competitors,
serving almost 30% of the nation’s television households, and DirecTV and Echostar are the
number 2 and the number 3 multi-channel video providers in the country, respectively. Their
marketing material emphasizes their all-digital format.® Yet DBS has no PEG carriage
obligations. While DBS has a federal obligation, under Section 335 of the Act, to carry certain
“noncommercial, educational, and informational programming,”’ that “public interest”
obligation is not remotely comparable to cable’s PEG requirements.

First, DBS does not carry any local PEG programming. The national services that fill
DBS’ “public interest” set-aside are very different than the local PEG channels carried by cable.
Unlike cable’s carriage of PEG channels, DBS providers are free to select from among multiple
eligible programmers to fill their “public interest” allocation. Because these DBS services are
national in scope, they contain programming that is much more akin to the programming seen on
popular commercial networks than is the case with typical PEG channels. Comcast voluntarily
carries several of these same networks (including the Pentagon Channel, Three Angels
Broadcasting Network, BYUTV, and HITN) on some of its cable systems.

Second, DBS’ “noncommercial’ set-aside is limited to 4% of its video channels.® In

contrast, PEG obligations can far exceed 4% of a cable system’s video capacity. In Meridian,

§ See Attachment 3 (DBS advertisements).
7 See 47 U.S.C. § 335(b).

¥ See 47 C.F.R. § 25.701(a). Significantly, Congress suggested a range of 4% and 7%, and the FCC concluded the
lowest number was sufficient. See 47 U.S.C. § 335(b)(1).



Michigan, for example, Comcast currently carries nine PEG access channels. ? This represents
almost 12% of the video capacity available to most of Comcast’s local customers. Even in
Washington, D.C., where the system has greater total bandwidth, the percentage of video
capacity devoted to PEG exceeds DBS’ 4% obligation.

Third, DBS companies are allowed to collect fees from their “public interest”
programmers. DirecTV and Dish can recover up to 50% of their direct costs associated with
accommodating these programmers.'® In contrast, cable franchise agreements not only require
cable systems to provide carriage at no charge, but they also typically require operators to
provide financial support fo PEG.

Finally, DBS companies do not offer any of their “public interest” programming in
analog. Such programming cannot be accessed without first obtaining a digital converter.!
Indeed, the requirement to obtain digital equipment is a necessary precondition to becoming a
DBS customer.

Of course, DBS is not our only direct competitor. We are increasingly facing
competition from Verizon and AT&T. It should be noted, once again, that these new
competitors already operate exclusively in digital and, therefore, require their customers to rent
or buy digital equipment for their homes. In fact, AT&T offers digital PEG channels in a

controversial manner that bears no resemblance to Comcast’s PEG delivery. '

? Significantly, three of these “local” PEG channels (representing 18 Mhz of valuable bandwidth) simply provide
alternative feeds of PBS station, WKAR. Broadcast station WKAR has its own “must carry” rights and is already
carried on the Meridian cable system.

1947 C.F.R. § 25.701(f)(5); 47 U.S.C. § 335(b)(4).

""" Dish’s website even admits that customers “may require additional dish antenna to view this programming.” See

http://www.dishnetwork.com/content/whats on_dish/programming_packages/channels/index.asp?NetwID=50414.

"2 1t is worth noting that AT&T has taken the position that its video operations do not even constitute a “cable
system” and, therefore, are not subject to a variety of federal, state, and local requirements applicable to a “cable
operator,” including critical channel carriage obligations such as commercial leased access, must carry, and PEG.
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As we understand it, AT&T treats PEG programming very differently than it treats
commercial programming services, and, as a result, PEG programming on AT&T is not easily
found by consumers. AT&T’s PEG programming is accessed only by first going to one
specified site and then working through multiple ancillary menus to find the particular PEG
programming desired. '* Also, not only does AT&T fail to provide a single exclusive linear
channel for the limited PEG programming it offers, but the quality of its PEG streaming video is
well below that of AT&T’s commercial channels.'"* AT&T’s PEG delivery approach apparently
creates other viewing problems — including a delay in the video loading and an inability to record
programming — that are likely to frustrate the PEG audience.'> In short, AT&T’s approach raises
a host of concerns far more serious than the simple transition of PEG delivery from an analog to

a digital format.

III. COMCAST’S TRANSITION TO DIGITAL DELIVERY IS
WIDESPREAD AMONG ITS PROGRAMMING SERVICES

It is critical that the Committee understand that our transition to digital delivery is
widespread. As noted above, an overwhelming majority of Comcast’s programming services are

now offered to our customers exclusively in digital.'® We have enhanced our video platform by

See Office of Consumer Council v. Southern New England Tel. Co., 2007 U.S. Dist. LEXIS 53675 (D. Conn. July
26, 2007).

13 See In the Matter of the Complaint of the Michigan Chapter of the National Alliance for Community Media
Seeking Declaratory Ruling relating to a dispute with AT&T — Michigan under the Uniform Video Services Local
Franchise Act, Michigan PSC Case No. U-15366 (filed Aug. 13, 2007). See also “Briefing Paper on PEG Support
Fees and PEG Channel Requirements,” submitted on behalf of the League of Minnesota Cities and Minnesota
Association of Cable Telecommunications Administrators, at 16-17 (dated Jan. 4, 2008), available at
www.mactamn.org/Articles/FINAL%20MACTA%20L.MC%20PEG%20briefing%20paper%201-4-08.pdf. See also
Kristina Peterson, Access is difficult on AT&T Cable, Palo Alto Daily News,
http://www.paloaltodailynews.com/article/2007-12-23-pa-cable-fight, (Dec. 23, 2007).

' Peterson, supra note 13.
P 1d.

'S The number of digital channels on Comcast’s Dearborn system today is more than three times the number of
analog channels.
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launching new services in digital, but we also need to reclaim bandwidth devoted to existing
analog services. This process is essential if we are going to offer all of the video products that
consumers demand, and if we are going to expand and improve broadband Internet and voice
services. Additional capacity is needed for these advanced services to operate at higher speeds
and accommodate more customers.

We are, of course, actively exploring a variety of alternate ways to improve our digital
performance. Continual improvements in compression technology allow us to push more and
more digital product through a fixed amount of digital bandwidth. Switched digital technology
promises even greater efficiencies. By limiting the delivery of programming channels to those
particular channels being watched by customers within a given node at any given time, switched
digital delivery creates a dynamic management structure that promises to maximize bandwidth
efficiency. These technologies hold great promise, and Comecast is investing substantial
resources to develop and implement them. But these advancements take time. In the meantime,
reclaiming analog spectrum is the best means available to maximize our capacity in order to
deliver the services that consumers are demanding from us. In any event, the technical
improvements being made to digital delivery simply dramatize the superiority of digital delivery
and the need to phase out antiquated analog technology.

In 2007, more than two dozen cable networks were moved from analog to digital delivery
on various Comcast cable systems. The impact of these digital migrations varied. One network
migration affected only 30,000 customers, while another network migration affected 13 million
customers. These moves, cumulatively affecting many millions of Comcast subscribers,
involved such popular channels as ESPN Classic, Oxygen, MSNBC, Hallmark, MTV2, and C-

SPAN2. We face difficult business decisions every day as we reconfigure our line-up to

12



maximize overall customer satisfaction, but we do our very best to balance competing interests
as we make these essential changes. The relative paucity of customer complaints is testament to
the extremely high value that our customers place on the extra services that they are receiving as
a result of these digital migrations.

At this point, analog PEG channels (which traditionally have a comparatively small —
albeit passionate — audience) consume a disproportionately large amount of bandwidth on some
of our cable systems. On cable systems where the number of PEG channels is relatively small,
this is more manageable. In fact, in these cases, we have even voluntarily increased our existing
PEG commitment by adding a digital simulcast of the existing analog channels. In most of our
cable systems, we have no current plans to change that arrangement.

In those cases where the number of PEG channels is relatively large, however, this is not
a viable option. The logical choice in those cases is to replace the analog PEG channels — or at
least some of them — with a digital substitute. Even where this may occur, the PEG channels
would remain part of the basic service tier and would be available without any additional service
fee. We can also work with our local partners both to promote PEG channel changes as a means
of increasing viewership and accessibility, and to discuss delivering PEG programming in new
and different ways that will interest consumers. We might, for example, explore the option of
providing some PEG programming through the use of our popular On Demand platform.

Our operational task is further complicated by a variety of federal laws that limit our
ability to manage our bandwidth. Cable systems are now required by law to carry “must carry”
broadcast signals.'” As a result of the FCC’s recent “dual must carry” order, our hybrid

analog/digital systems will soon be required to devote even more channel capacity to broadcast

17 See 47 C.F.R. § 76.56.
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programming.18 These systems will be obligated to offer must carry signals in both digital and
analog for a three-year period following the February 2009 broadcast conversion.'” The FCC
also recently announced a dramatic reduction in the rates cable operators can charge unaffiliated
“commercial leased access” (“CLA”) programmers who lease channel space on cable systems
pursuant to the Act.?’ The FCC made it clear that it was deliberately trying to spur commercial
leased access activity, which so far has been relatively modest.>! CLA programmers, whose
programming is not highly desired by our customers, can claim up to 15% of our capacity under
current law.?

These federal carriage mandates, coupled with local PEG requirements, place additional
demands on our channel capacity, and, frankly, interfere with our bandwidth efficiency goals.
Significantly, we are not trying to solve that problem by unilaterally reducing the number of PEG
channels we carry. Rather, we are simply trying to transition some existing PEG channels from
analog to digital, while keeping them as part of the basic service tier. This technical conversion
promises to preserve the accessibility of PEG channels while also expanding our ability to offer
desirable new programming and services.

IV.  THE DIGITAL DELIVERY OF PEG CHANNELS
IS CONSISTENT WITH FEDERAL LAW

Comcast believes that the digital delivery of PEG channels is consistent with the Act and
the legislative history of the 1992 Cable Act. The Act does not explicitly address digital

delivery, but federal authorities have encouraged the cable industry’s current migration from

18 See Carriage of Digital Television Broadcast Signals: Amendment to Part 76 of the Commission’s Rules (Third
Report and Order), FCC 07-170 (rel. Nov. 30, 2007).

¥ Id at ] 16.

2 «pCC Adopts Rules to Promote Video Programming Diversity,” FCC News (released November 27, 2007).
21 Id

2 See 47 U.S.C. § 532(b)(1).
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analog to digital. Indeed, the FCC recently found that “an all-digital [cable system] would
produce clear, non-speculative public benefits,” including “facilitat[ing] the DTV transition by
creating greater incentives for its subscribers to acquire digital television sets” and allowing a
cable operator “to reclaim a considerable amount of spectrum within a clearly defined timeframe,
which would enable it to provide consumers with advanced telecommunication capabilities,
thereby furthering the goals of Section 706.”% Moreover, Section 624(e) of the Act expressly
precludes state and local authorities from intruding on a cable operator’s discretion regarding
transmission technology and the associated use of customer equipment. e

Comcast recognizes that, at least in rate-regulated communities, it has a legal obligation
to carry PEG channels on the basic service tier. Section 623(b)(7) of the Act sets forth
“minimum contents” of the basic service tier and specifically includes “any public, educational,
and governmental access programming required by the franchise.”® As indicated, digitized PEG
channels will remain part of the basic service tier. There will be no additional service fee to
obtain this programming.

What may change for a rapidly shrinking minority of Comcast’s customers is that they
may need to acquire digital equipment (whether from Comcast or a third party) to view newly
digitized PEG programming. Congress has long recognized that cable equipment will sometimes
be required to access portions of the basic service tier. Indeed, the rate regulation provisions

established in Title VI of the Act expressly require the FCC to prescribe rate regulations

3 Bend Cable Communications, LLC d/b/a BendBroadband Request for Waiver of Section 76.1204(a)(1) of the
Commission’s Rules, 22 FCC Red 209, 9927, 24-25 (2007) (granting a waiver of the Commission’s integration ban
to an operator that committed to transition to an all-digital network by February 17, 2009); see also Consolidated
Requests for Waiver of Section 76.1204(a)(1) of the Commission’s Rules, CS Docket No. 97-80, Memorandum
Opinion and Order, DA 07-2921 (2007) (granting same waiver of the Commission’s integration ban to more than
100 additional cable operators and telephone companies).

%47 U.S.C. § 544(c).
B 47U.8.C. § 543(b)(7).
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applicable to “equipment used by subscribers to receive the basic service tier, including a
converter box and a remote control unit.”?® The FCC’s implementing rate regulations reflect the
fact that separate equipment charges may apply in connection with the receipt of basic service.”’
We also note that Comcast has no plans to “scramble” the PEG channels that it delivers
with digital technology. This programming will be transmitted in the clear as part of the basic
service. If the customer has a digital television set or other digital equipment, no additional set-

top boxes will be necessary.

IV.  COMCAST IS COMMITTED TO WORKING WITH
LOCAL GOVERNMENTS AND PEG PROVIDERS

Our legal rights notwithstanding, we want to assure the Members of this Committee that
Comecast is committed to working cooperatively with local governments, as we have done
successfully for nearly 45 years. Comcast has a long history of supporting PEG programming.
We devote substantial channel capacity to PEG programming and other support as well. In the
current marketplace, we recognize that our ability to deliver high quality PEG programming in a
high quality manner to our customers can actually be a competitive benefit.

The pending transition of PEG channels to digital delivery does not reflect a loss of
support by Comcast for PEG programming. Digitizing PEG channels does not reduce the
number of PEG channels we offer. And where we can, we are voluntarily adding a digital PEG
simulcast and retaining the original analog PEG channel.

At issue here is whether there is a legal or policy rationale for the government to interfere

with the orderly transition of PEG channels from an increasingly outmoded analog technology to

%47 U.8.C. § 543(b)(3).

%7 See 47 C.F.R. § 76.923 “Rates for equipment and installation used to receive basic service tier.”
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state-of-the art digital technology in the most consumer-friendly manner possible, given obvious
bandwidth inefficiencies and a highly competitive marketplace.

We appreciate that the transition to a digital-only format might temporarily disrupt the
distribution of PEG programming to a shrinking minority of Comcast customers. We are
committed to working with our local partners to minimize this disruption and to attempt to
provide even greater value PEG programming for our customers. In the end, we are confident
that the transition will leave Comcast and PEG providers better situated to serve twenty-first
century consumers.

Despite the recent controversy in certain Michigan communities over our digital
initiative, Comcast’s practice is to meet with local authorities, where necessary, to discuss the
digital delivery of PEG channels. Significantly, federal law does nof compel a particular
designation of PEG channels, but leaves that designation to the franchising process.”® In fact, we
already have successfully negotiated to transition certain PEG channels to digital in several
communities. In Philadelphia, for example, we negotiated an agreement to transition five PEG
analog channels to a single analog channel, four digital channels, and some VOD capability.
Similarly, in Cook County, Illinois, we negotiated an agreement to deliver a PEG channel
exclusively in digital (rather than in analog) to allow for a broader geographic distribution. As a
general matter, we are able to resolve these PEG matters on a cooperative basis with local
authorities, who increasingly recognize the benefits inherent to digital technology.

It has always been Comcast’s intention to address the digital delivery of PEG
programming in a reasonable and cooperative manner. In Michigan, our challenge was daunting,

as there were certain cable systems with an unusually high number of PEG channels. This fact

#47US8.C. §531.
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limited our ability to maintain the existing analog delivery. We engaged in an extensive public
information campaign this winter to inform customers about our plans to transition PEG
channels to a digital format, including individual subscriber notices and more than 50,000 public
service announcements. We also committed to providing a free digital set-top box to affected
customers for one year. We thought that this voluntary equipment offer would mitigate potential
concerns regarding the temporary disruption to PEG delivery.

Unfortunately, there was confusion and misunderstanding regarding our digital initiative
in Michigan. I sincerely wish we had been able to better communicate our goals and devise a
more cooperative transition. As I said earlier, we did not do what we should have done and for
that I apologize. As previously noted, we are extremely happy to now be in discussions with
local officials in Michigan, and Comcast hopes to quickly resolve this dispute in a way that
benefits their citizens and our customers.

CONCLUSION
Thank you again for the opportunity to testify today. Ilook forward to answering any of

your questions.
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Migration Impact on Customers
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COMCAST OF THE DISTRICT
900 MICHIGAN AVE. NE
WASHINGTON, DC 20017
(202) 635-5100
www.comcast.com

Payment Center Location:

900 MICHIGAN AVE. NE
WASHINGTON, DC 20017
Hours:

Mon / Wed / Fri: 8am to 6:30pm
Tues / Thurs: 8am to 8pm

Sat: 8:30am to 3pm

Thai’s C.omca:iic!

Digital Cable

High-Speed Internet
Digital Voice
HDTV

DVR

That's Comcastic!
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DIRECTV: DIRECTYV - Discover the Difference

DIRECTYV.

Order Now

Packages

Receivers

Premium Channels
International Channels
Sports Subscriptions
Pay Per View

DIRECTV Exclusive
Customer Service

My Account

DIRECTV HD

DVR Scheduler
Latest News
DIRECTV Rewards
High-Speed Internet
Video Lounge

Sign up For EmaJls

Hear about new DIRECTV
products, exclusive sales &
special ofrgrs.

Emall Address
i Go )

Existing customer? Log in

http://www.directv.com/DTVAPP/global/contentPageNR.jsp?assetld=P4380050

Existing Customer? Register Already Registered? Login l Search

DISCOYER THE DIRECTV DI

SIX REASONS to switch to DIRECTV today

o O N LN

Britliant Picture
CIRETIY pe videey 100 0 igita-quality whv o o
ahannel, ad ches tunee,

The Most Sports in HD
Exclusive Programming
The Best National HD Channels

Cutting-Edge Technology

Superior Service

MYTHS

cable companies dish out about satellite TV

. “The equipment is too expensive.”

You get FREE installation of a 4-room DIRECTV system.
There's no equipment to buy. (Lease fees apply.)

“It's too difficult to instali!”

Bl Our orafessional installers will take care of everything for you

and show you how easy it is to get the most from your DIRECTV
service.

“| can’t get local channels with satellite.”

Mationwide to nelghborhocd, DIRECTV has your favorite local
channels included in every programming package.'

“My signal will go out in bad weather.”

DIRECTYV delivers a digital signal 99.9% of the time,
rain or shine.
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