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We call for an extension and/or immediate halt of the proposed Time Warner Cable-

Comcast merger, but more importantly, this Petition for Investigation & Complaint calls

for the immediate start of a series of investigations. Simply put, one has only to examine
this mark up of this Brooklyn New York, Time Warner Triple Play bill (October, 2014)

to realize something is terribly wrong, which we will lay out in detail. But these issues

impact ALL services and from ALL carriers, who have established the same harmful

business practices.
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New Networks Institute has previously submitted written comments as well astestified in
from the New Y ork State Public Service Commission in ahearing in New Y ork City on
June 19, 2014.

However, since that time a number of important issues have come to light,
including the issues surrounding Time Warner’s billing practices as shown in the front
page of the mark up of Time Warner’s Triple Play bill from Brooklyn New York, as well
asafiled legal action in the Albany Supreme Court against Time Warner that clearly
indicates that the mergers should not only be halted, but that an investigation into Time
Warner’s business practices, and billing practices needs to be initiated immediately.

Attached is our Petition for Investigation and Complaint. It has been filed with the
FCC as part of the FCC’s merger review of Comcast and Time Warner, but is directly
related to the New York State proceeding as it is based on Time Warner’s New York
triple play hills, the New Y ork filed legal action, aswell as all of the other issues raised,
from the massive rate increases over the last two years and the lack of competition to
lower prices, to the cross-marketing of Comcast-Time Warner and Verizon, aswell asthe

Time Warner and Comcast Social Contract, as described in this Complaint.

NOTE: Our actions, including the work done by ateam of independent lawyers, auditors
and experts, have been done “pro-bono’ and we do not have the financial resources to
create multiple documents, filings etc. We do this at our own expense because it isthe
right thing to do.

Attached are:

= Petition for Investigation and Complaint, as filed with the FCC and asfiled as part
of NY S docket Case 14-M-0183

=  New Networks Institute testimony at the NY State PSC hearing

= New Networks Institute filed comments.

I, Bruce Kushnick, do hereby affirm that the contents of this document are true to the best
of my knowledge. Signed: (E-signature) Date: January 23", 2015

A LR

Bruce@newnetwor ks.com 718-333-5161
185 Marine Ave. Brooklyn NY, 11209
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Beforethe
Federal Communications Commission
WASHINGTON, D.C. 20554

In the Matter of )
Applications of )  MB Docket No. 14-57
Comcast Corp. and Time Warner Cable Inc. )

)

)

For Consent To Assign or Transfer Control of Licenses
and Authorizations

PETITION FOR INVESTIGATION & COMPLAINT

New NetworksInstitute & Teetruth

We cadll for the halt of the proposed Time Warner Cable-Comcast merger and a stop to all
deadlines, but more importantly, this Petition for Investigation & Complaint cals for the
immediate start of a series of investigations. Simply put, one has only to examine this
mark up of this Brooklyn New York, Time Warner Triple play bill (October, 2014) to
realize something is terribly wrong, which we will lay out in detail. But these issues
impact ALL services and from ALL carriers, who have established the same harmful
business practices.
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PETITION FOR INVESTIGATION & COMPLAINT

The Public Interest has been tarnished, stained and harmed and it is time for a course
correction of oversight, accurate data, investigations and enforcement of the laws. Itis
time to not only re-evaluate the public policies that govern communications servicesin
America, but fix what’s broken— finaly.

And to start, we are calling for a halt to the proposed Time Warner-Comcast merger and
we have laid out a series of next steps and investigations that need to be done
immediately.

The idea that Comcast and Time Warner, who are two of “the most hated companies in
America” in 2014, have proposed a merger that would give one company monopoly
control over cable servicesin the United States (or a duopoly where the other companies
have the same problematic business practices) shows just how far we have fallen asa
nation to protect the public interest. Besides controlling the cable wires and the
broadband, Internet and cable service over those wires, Comcast also owns alarge swath
of the content on these networks, from NBC to Telemundo, and even movie studios,
including Universal Pictures, and cable networks, including Bravo and the Syfy channel.

We will focus on five mostly unexplored areas and supply facts, data and analysis asto
why this proposed merger needs to be halted, but more importantly five areas we believe
need immediate investigation.

1) Time Warner’s “Triple Play” bill exposed questionable business practices and
charges including ‘made up fees’, billing errors, as well as deceptive and possible
Truth-in-Billing and Truth-in-Advertising violations. These problems are not
restricted to Time Warner but are industry-wide.

2) Time Warner & Comcast’s “Social Contract” with the FCC. In 1995 an actual
agreement called the “Social Contract” was put in place to have the cable
companies upgrade their networks and provide broadband and Internet servicesto
schools in their territories. The FCC allowed ‘temporary’ rate increases of up to
$5.00 a month; “temporary’, as the Contract expired at the end of 2000. Time
Warner (at least) never stopped charging customers the extrafee nor isthere
evidence that the Company wired the schools as required. Moreover, Time
Warner and Comcast’s profit margins for “high-speed Internet” was 97% in 2013;
the “Social Contract” additions became pure profits, but cost every cable
subscriber hundreds of dollars.

3) A recently filed consumer protection action was filed with the Albany New
Y ork Supreme Court against Time Warner and it reveals multiple issues,
including customer service problems, selling broadband/Internet services that

! http://www.theacsi .org/news-and-resources/customer-sati sfacti on-reports/reports-2014/acsi -
telecommunications-and-i nformation-report-2014
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were not delivered, among other harms to customers.? These problems are not
restricted to Time Warner but are industry-wide.

4) 22 Years of Continuous Rate Increases Means There has been No ‘Effective
Competition’. Using actual bills, we found that Time Warner’s Brooklyn New
York’s prices for ‘regular’ cable service increased 306% from 1992-to-November,
2014, from $22.95 a month to $93.16 a month. The “Triple Play” bill shows that
this was from made up fees, deregulation of the set-top box (with no alternative),
pass-through taxes, and simply because there are no other options; at best, some
markets have a ‘duopoly’ which isineffective for controlling prices or problems
with service.

5) Multiple Cross-Ties with Verizon’s Wireline and Verizon Wireless, and with
TimeWarner and Comcast Need Immediate Attention. The FCC and DOJ
allowed Verizon Wireless to create a marketing deal with both cable companiesto
bundle the wireless service with the cable service in areas Verizon has refused to
upgrade to FiOS. But what was unexamined is the fact that Verizon Wireless has
a sweetheart deal with Verizon wired companies, such as Verizon New Y ork, for
use of the networks — as Title I1. This means that the wired, wireless, and cable
companies are colluding to control almost ALL communications services.

In short, we are not simply asking that the FCC reject the proposed Time Warner-
Comcast merger but to start immediate investigations of the cable companies’ business
practices. It istime to actually fix the problems everyone in America knows about and is
experiencing. These investigations must be done in conjunction with the state
commissions, the Attorney General’s offices, and the Federal Trade Commission (FTC),
as the communications bill is no longer one service or covered under one jurisdiction.
With the sales of the triple play and other marketing packages, these issues impact all
communications services — wireline, wireless or cable company supplied cable TV,
broadband, Internet, phone, and wireless services.

The FCC and State Commissions M ust Focus on the Public I nter est

The FCC has obligations to make sure that the Public Interest is being served. Moreover,
the FCC's actions are supposed to be informed by competition principles.

According to the FCC, Congress has mandated that these mergers be done with an
analysis of the public interest:*

“Congress has directed the Commission to review transactions involving
licenses and authorizations under the Communications Act and to
determine whether the proposed transaction would serve ‘the public

interest, convenience, and necessity’.

And according to New Y ork State law?, again, the merger must be in the public interest.

2 http://s3.documentcl oud.org/documents/ 135701 1/compl ai nt-with-exhi bits-a-through-k-redacted. pdf
3 http://www.fcc.gov/bl og/fcc-transacti on-review-competition-and-public-interest
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“The commission shall approve the application unless it finds that the
applicant, the proposed transferee or the cable television system does not
conform to the standards established in the regulations promulgated by the
commission pursuant to section two hundred fifteen of this article or that
approval would be in violation of law, any regulation or standard
promulgated by the commission or the public interest.”

The FCC Must Examine Competition.
The FCC claimsthat it cares about competition:®

“I believe, as the Commission has consistently recognized, that the FCC's
actions should be informed by competition principles. These principles
look to the impact of practices on consumers and the public interest, not
just on competitors. They are designed to be fact-based and data-driven.
They reflect a common-law belief that the experiences of the present are,
to paraphrase Justice Holmes, as important as the logic of the past. They
should be applied in arigorous manner.

“But, the ‘public interest’ standard is not limited to purely economic
outcomes. It necessarily encompasses the ‘broad aims of the
Communications Act,”® which include, among other things, a deeply
rooted preference for preserving and enhancing competition in relevant
markets, accelerating private-sector deployment of advanced services,
ensuring a diversity of information sources and services to the public,* and
generally managing spectrum in the public interest. Our public interest
analysis may also entail assessing whether the transaction will affect the
quality of communications services or will result in the provision of new
or additional services to consumers.”

Does the merger increase competition? No. Is there competition today? No.
Customers Are Not Happy about their Communications Providers.
Do people know something is wrong? Emphatically yes.

The American Customer Satisfaction Index survey outlined that the cable companies are
‘the most hated companies in America. The Wire® (The Atlantic.com) put it this way:

“The American Customer Satisfaction Index, put out quarterly by the
University of Michigan’s Ross School of Business, is ‘considered the most

4 http://codes.I p.findlaw.com/nycode/PBS/11/222.
5 http://www.fcc.gov/bl og/fcc-transaction-review-competiti on-and-public-interest
® http://news.yahoo.com/comcast-time-warner-most-hated-compani es-america-224643748.html




New Networks Institute

comprehensive customer satisfaction survey in the United States’ ... Time
Warner was at the bottom of the barrel with a score of 56/100. This is
actually the lowest score of all time.”

According to the survey:’

“High prices, poor reliability, and declining customer service are to blame
for low customer satisfaction with pay TV services.”

All of this also matches the recent FCC Commissioner Clyburn’s Reddit fiasco where the
Commissioner did an “Ask me anything” (AMA) session. Adweek’s headline says it all:®

“An FCC Commissioner’'s Reddit AMA Went About as Terribly as You'd
Expect. Mignon Clyburn gets buried under a downvote avalanche”

Aswe will discuss, the regulators have encouraged exacerbated these problems over the
last decade through alack of oversight, enforcement, basic data collection and to be blunt
— ignoring fundamental issues.

The question really is— what steps are the FCC and state commissions going to take to
fix these problems — now that it has been brought to their attention?

On the mergers — Why would any regulator give companies major new benefits,
including more market power, when there is collusion with the only maor competitor,
Verizon, where the previous agreements to wire the schools were ignored while the
companies continue to collect money after the contract expired, or that the
communications bills are now Christmas trees for the companies with different buckets of
revenues hidden on unreadable bills?

" http://www.theacsi .org/news-and-resources/customer-sati sfaction-reports/reports-2014/acsi-

tel ecommuni cations-and-information-report-2014

8 http://www.adweek.com/news/technol ogy/f cc-commissioners-reddit-ama-went-about-terri bly-youd-
expect-161612
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STANDING

New Networks Institute and Teletruth are no stranger to the FCC. We have collectively
filed over 70 proceedings, including having our own pages at the FCC for our Data
Quality Act complaints. As Teletruth we served on the FCC’s Consumer Advisory
Committee in 2003-2004. Nationwide, Teletruth has acted as aleading advocacy group in
telecommunications, having helped to establish multiple, successful, settled class action
suits, and with our communi cations auditing group, Teletruth helped to recover over $35
million in customer overcharging. In 2002, we worked with the Small Business
Administration’s Office of Advocacy to create a Small Business Telecom Summit, and
worked with Congressmen Nadler’s office to created proposed legislation, “The
Broadband Bill of Rights”.

New Networks Institute, established in 1992, is currently a market research and
consulting firm and has an assembled team of independent experts, analysts,
communications auditors and lawyers. Teletruth was established in 2002 as an
independent customer advocacy group and its advisors have worked in working teams on
projects, aswell as put together public campaigns.

Unlike other groups, Teletruth and New Networks Institute are independent and have
remained for-profit organizations. We are not funded by large corporations or political
parties or other influencers. Over the last decade, we have been funded by research
grants, such as from the California Consumer Protection Board, the sale of books and
research, and expert witness, research and analysis in (mostly successful)
telecommunications related legal and regulatory challenges.

Over the last few years— We have worked with the Fire ISland NY residents to get their
community wired with fiber optics by Verizon in 2014 (after Verizon had refused to fix
the copper wire and forced the communities onto inferior wireless, VoicelLink), worked
with Stow Creek & Greenwich New Jersey residents and helped to get their towns
upgraded to fiber optics after they challenged V erizon, based on existing New Jersey
state law. We worked with groups and citizens in Massachusetts, New Y ork, New Jersey,
Pennsylvania, Kentucky and other states providing data and analysisin the state-based
‘deregulation’ attempts by the American Legislative Exchange Council (ALEC). In May
2014, Public Utility Law Project (PULP) published areport written by New Networks
Institute (with assistance from David Bergmann, Esg.) and the research was used, in part,
in a petition filed with the NY Public Service Commission in July 2014 by the Connect
New Y ork coalition (including AARP, Consumer Union, Common Cause) to investigate
Verizon New York’s financial cross-subsidies for wireless services. Also, our filing
pertaining to the Time Warner-Comcast merger was highlighted in the City of New
York’s comments on the topic with NY PSC in 2014.

And finally, we are only focused on telecommunications policy, competition,
infrastructure, and communications billing issues, not media, or just Internet, or content
issues, like copyright.
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Executive Summary

1) Communications Bill Issues

Mark up of this Brooklyn New Y ork, Time Warner Triple Play bill (October, 2014)
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The Time Warner Triple Play offered in Brooklyn New Y ork, includes High speed
internet, (which is now one service instead of being an Internet service and a broadband
service, as was the case pre-2005), cable TV, aswell aslocal & long distance phone
service - 5 services, not to mention all of the ancillary services, such as video-on-demand
programming, WiFi or international phone calling. And because of the marketing ties of
Time Warner and Verizon Wireless, it can include abundle that adds wireless service.
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2)

Continuous Rate I ncreases — Time Warner Cable (TWC) cable TV ratesin
Brooklyn NY increased steadily 306% from 1992-to-November, 2014, from
$22.95 amonth to $93.16 a month.

Deceptive Pricing — The advertised price for the basic Time Warner triple play
is $89.99, not counting al additional fees. After the ‘promotion’ ends, the total,
actua cost is $190.77 amonth — 112% above advertised costsin 2 years.

The Advertised Pricelsa Bait and Switch, Leaving Out ‘Fixed Costs’ — A
customer can never, ever, get the advertised price as it does not include basic,
fixed costs, from made up ‘fees’ and surcharges, pass through costs, such as the
franchise fee, or the set top cable box, which is now $11.25 a month.

Made Up Fees are Now the Norm — From the “Broadcast fee”, or the
“Regulatory Recovery fee”, the bills are littered with multiple fees that are not
mandated by some regulatory or taxing authority.

Major Fixed Costsand Direct Revenue Chargesare Not in the Advertised
Price — Made up fees, pass though taxes, and separate line item services (set top
box) that are mandatory are Not in the advertised price, even though it is direct
revenues to the companies.

Mistakes on the Billsarethe Norm — The featured Time Warner Triple Play
bill has a$.07 overcharge on the Universa Service Fund and another overcharge
on the ‘franchise fee’ calculation.

Collateral Materials are Deceptive — The advertising of the price of service as
well as the information on the web site are deceptive in alitany of ways, including
not supplying the total costs, not providing the calcul ations used for the taxes,
fees and surcharges, not outlining how the bills go up 100%+ above the
advertised prices after the promotion ends, etc.

No Regulator has bothered to Examinethe Entire Bill, even for one service,
including al ancillary charges, taxes, fees and surcharges.

Communications Nightmar e — These practices are applied to ALL services
offered from all of the major the phone, cable and wireless companies.

TimeWarner and Comcast Social Contract | ssues

In 1995, the FCC created the “Social Contract” — an Order to grant the cable
companies financia assistance for upgrades of the cable plant for new services, as
well as fixing quality-of-service issues. Time Warner® and Comcast'®, among
others, could charge basic cable subscribers up to $5 a month extra on cable hills.
The Social Contract was supposed to expire in the year 2000. After 2000, there
was no oversight or investigations and the companies never lowered their rates to
remove this extra federally-added charge on customers’ bills.

In the Social Contract, the companies also committed to bring the high-speed
Internet to schools in their franchise areas. Schools were al supposed to be given

® http://www.newnetworks.com/Social %20Contract%20fcc95478.doc
19 http://transition.fcc.gov/Bureaus/Cable/News _Releases/1997/nrch7021.txt

10



New Networks Institute

free cable modem service, a free cable modem, and would even get the inside
wiring at cost.

By the end of 2013, this means cable customers nationwide paid about $61 billion
from 1996-2013. However, $49 hillion of this was charged since 2000. Without
audits, it isimpossible to tell the exact amount. On average, customers paid about
$60 a year or about $771 extra since 2000.™

Outrageous Profits

Time Warner Cable CableTV, High-Speed Internet and Digital Voice

Revenues, Costs and Profits 2013

(Source: Time Warner Cable 2013, 10K, Annual Report)

Revenues 2013 2012 2011
Video $ 74.90 $74.64 $73.18
High-Speed Data $43.92 $39.66 $38.32
Voice $34.40 $ 35.68 $ 36.89
Costs Per Subscriber

Video $ 33.62 $31.12 $29.59
High-Speed Data $1.32 $1.44 $1.46
Voice $8.94 $10.01 $10.76
Profit Margin

Video 55% 58% 60%
High Speed Data 97% 96% 96%
Voice 74% 72% 71%
Costs Vs Revenues

Video 123% 140% 147%
High-Speed Data 3227% 2651% 2533%
Voice 285% 256% 243% I

According to Time Warner’s 2013 Annual Report, high-speed Internet services’
average cost to the customer was $43.92 and the voice service, (which is Internet-
based) cost $34.40. However, since these costs are incremental, the costs to the
company were $1.32 a month to offer the high-speed service, reveding a 97%
profit margin, and only $8.94 to offer the voice service, which includes long
distance and calling features, i.e., a 74% profit margin. This information is taken
directly from Time Warner’s own SEC filed documents and Comcast has reported
amost identical costs and profits.

The cable bill’s continuous increases in rates means that customers are still being
overcharged. The Time Warner cable TV bills examined from 1992-2013 had no
lowering of rates after 2000, the year the Contract ended, but Time Warner did
claim it was both revenues as well as added to profits.

We can find no evidence that schools were wired, whether or not at cost during
the Contract’s duration.

1 For the calculations for the Social Contract, see Section X111, from “It’s All Interconnected”, May 2014.

11
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3)

Consumer Protection Action Filed Against Time Warner in NY.

A Consumer Protection action was filed in the Albany Supreme Court and details how
one customer’s dealings with Time Warner was a nightmare on multiple levels, including
multiple calls to untrained customer service staff, deceptive statements in advertisement
or overbilling consumers for services.*?

4)

Printing and stating prices for products and services in advertising and
promotional materials which are false and materially misleading because they do
not reflect the actual prices which will ultimately be charged to consumers for
those services,

Overbilling consumers for services and products not ordered or not received and
failing to have adequate control and response procedures to deal with billing
errors; Falsely printing and stating that a much smaller number of “cable
modems" are technologically compatible with TWC Internet access lines than
actually are, in order to deceive consumers into believing they cannot purchase or
use personally-owned, low-price, technologically-compatible modems.

22 Years of Continuous Rate Increases Means There has been No ‘Effective
Competition’.

Time Warner Cable (TWC) cable TV ratesin Brooklyn NY increased 306% from 1992-
to-November, 2014, from $22.95 a month to $93.16 a month.

Time Warner Cable TV Rates, Brooklyn NY 1992-2014
$100.00
$90.00 —*
$80.00 /
$70.00 =
$60.00 ad
$50.00 e
$40.00 N ad
$30.00 pare——es
$20.00
$10.00
$ +—T—T—T T T T T T T T T T T T T T T T T T
F PP L E S Y P
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Thereisno direct effective competition to lower rates— It isimpossible to
have continuous rate increases over 22 years and claim that there is competition.
It isimpossibleto turn the billsinto Christmas Trees of variouslineitems
that are direct revenue for the cable companiesif there were competition.

The majority of the US doesn’t have a basic wired competitor to cable,
broadband or Internet — Verizon and AT& T have not fulfilled their
commitments to upgrade at |east 50% of their territories, leaving the maority of
the US without serious competition. *

The FCC’s own data on broadband shows a monopoly or duopoly at best.

12 http://s3.documentcl oud.org/documents/1357011/compl ai nt-with-exhi bits-a-through-k-redacted. pdf

13 http://www. huffingtonpost.com/bruce-kushnick/are-you-in-a-verizon-or-a_b_3737177.html

12
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= All of the companies practiceidentical deceptive practices, including deceptive
advertising (Ileaving out major expenses), made up fees, and massive rate
increases once the ‘promotion’ ends.

5) Cross-Subsidies of Verizon Wired, Verizon Wireless and Time Warner and
Comcast.

[ One Big Happy Family|

Speclal Access —| Wireless Deal With Cable |

i

=
(comcast

After the cable companies sold Verizon their wireless spectrum in 2012, Verizon aso
signed a marketing agreement with the cable companies to bundle Verizon Wireless
services with the cable bundle.**

There are relationships and financial ties between Verizon’s wired-business and Verizon
Wireless, as well as Verizon’s deal with Time Warner and Comcast that are complicated,
twisty, multi-layered and reveal anasty underbelly.

If we combine Verizon’s FiOS deployments, Verizon’s plan to shut off the copper and
replace it with Verizon Wireless, and the deal Verizon has with Comcast and Time
Warner today—for one state, New Y ork, we find that:

= FACT: Verizon’s FiOS is a brand name of cable, phone, and high speed
Internet service that rides over aFT TP, Fiber-to-the-Premises,
telecommunications line.

= FACT: 80% of the State’s municipalities will have a monopoly from Time
Warner and/or Comcast, the cable provider, on cable and broadband.

=  FACT: In the 20% of New York State’s municipalities with FiOS will have a
'duopoly’ between Verizon and Time Warner for cable, broadband and phone
service.™ (In New Y ork State, Time Warner is the major cable incumbent, but
Comcast has a presence.)

= FACT: Verizon announced that in areas that are not upgraded with FiOS, the
company plans to ‘shut off the copper’ and offer Verizon Wireless services.

14 http://usatoday30.usatoday.com/money/industries/technol ogy/story/2012-08-16/V erizon-cable-
companies/57093934/1
1 http://www. huffi ngtonpost.com/bruce-kushnick/did-verizon-short-change_b_5428840.htm
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= FACT: Verizon Wirelessisin bed with Comcast and Time Warner and
instead of competing, Verizon Wireless will be colluding to sell their service
in abundle with either Comcast or Time Warner.

= FACT: Verizon Wirelessis aso has a sweetheart deal with Verizon New Y ork
for special access-wired services, as well as the wires to the companies’ cell
towers.

= FACT: Wireless can’t compete with cable for Cable TV or higher-speed
Internet service.
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NEXT STEPS & INVESTIGATIONS

1) Investigate ALL communications bills, including the Time Warner’s “Triple
Play”

We request the FCC start an investigation and a proposed notice of rulemaking on all
charges on al communications bills with the goal to remove al unwarranted taxes, fees
and surcharges, and create penalties for failure to comply with basic truth-in-billing laws.
These guidelines also need to be re-examined as it must encompass truth-in-advertising
issues— and it istimeto get it right.

This problem is not new and it impacts ALL current communications bills— wireline,
wireless, cable, phone, broadband and Internet, as they are now all sold together in
bundles, such asthe Time Warner Triple Play bill from Brooklyn New Y ork, October
2014.

A decade ago, NASUCA pointed out to the FCC that the addition of made up charges
was a serious problem and violated the Truth-in-Billing order.

“On March 30, 2004, the National Association of State Utility Consumer
Advocates (NASUCA) filed a petition for a declaratory ruling
prohibiting telecommunications carriers — both wireline and wireless -
from “imposing monthly line-item charges, surcharges or other fees on
customers’ bills unless such charges have been expressly mandated by a
regulatory agency.” 4 NASUCA contends that all monthly line items are
subject to the “full and non-misleading billed charges” principle adopted
by the Commission in its Truth-In-Billing Order. Further, NASUCA
argues that carriers’ current uses of line-item charges are misleading and
deceptive in their application, bear no demonstrable relationship to the
regulatory costs they purport to recover, and therefore constitute
unreasonable and unjust carrier practices and charges.”

And starting in 1998, New Networks Institute and Teletruth filed multiple times with the
FCC to fix the billing issues. For example, in 2004 we filed a “Truth-In-Billing Petition
Against the ‘FCC Subscriber Line Charge’ as well as the Creation of a New Proposed
Rulemaking to Fix the FCC’s Truth-in-Billing Guidelines.”

And it got worse. The addition of new ‘made up’ charges, new ‘pass-through’ taxes, fees
and surcharges and worse, the FCC’s creation of a new billing charge, the “access
recovery charge” or the continual increase of the Universal Service Fund tax without any
consideration of the existing made up fees— is now out of control.

We told you so. Wetold the FCC that these practices would get worse with more
deregulation — and we were right. We aso pointed out that the related advertising was
corrupted and needed to be cleaned up. For example, today, the advertised price never
reflects the actual costs, or worse, the price can increase over 100% after the
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‘promotional’ period ends. These are all signs of a market failure to control bad acts, and
they have now become an industry-wide group of practices that need to be halted
immediately.

2) Time Warner & Comcast’s “Social Contract” with the FCC. In 1995 an actual
agreement called the “Social Contract” was put in place to have the cable
companies upgrade their networks and provide broadband and Internet services to
schools in their territories. The FCC allowed ‘temporary’ rate increases of up to

We are requesting that the FCC finally examine afundamental issue. The FCC created a
contract with an expiration date that allowed the companies to add up to $5.00 amonth, a
‘temporary’ fee that should have been removed when the Contract expired at the end of
2000. It didn’t as we tracked Time Warner (at least) never stopped charging customers
the extrafee. This means that the industry has been collecting about $300 million a
month in customer overcharging and it continues today unabated.

Second, we request the FCC start data collection to see whether schools had been wired,
for free or at cost asthere is no evidence that the Company wired the schools as required.

The FCC has continuously raised the Universal Service Fund Tax, claiming that schools
need to be wired and yet it has made no effort to find out whether, under this Contract,
any schools had been properly upgraded.

We ask—Had the cable companies done these upgrades and wiring how much money
would customers have saved in USF fees, how much of the USF could have been used to
get the schools high-speed broadband, and how much extra was spent because the
companies never fulfilled their obligations?

Moreover, Time Warner and Comcast’s profit margins for “high-speed Internet” were
97% in 2013; the “Social Contract” additions became pure profits, but cost every cable
subscriber hundreds of dollars.

REQUEST: Remove the $5.00 a month and require the companies to wire the schoolsin
their coverage area now—for free or at cost.

3) A recently filed consumer protection action was filed with the Albany New
Y ork Supreme Court against Time Warner revealed multiple issues, including
customer service problems, selling broadband/Internet services that were not
delivered, among other harms to customers. These problems are not restricted to
Time Warner but are industry-wide.

Request: Animmediate investigation into customer service issues in the age of contracts
and deregul ation with an eye towards penalties for basics such as miss-information by
untrained representatives or misrepresentation about the products and services being
offered, their capabilities or actual price. Mandatory recordings of al conversations
should be standard and made available to the customer— at no charge. An established
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procedure for disputes also needs to be implemented with coordination of the agencies as
the products being offered are now ALL services — from digital phone/\VVolP local, long
distance and international, cable TV, broadband, Internet and even wireless.

4) 22 Years of Continuous Rate Increases Means There has been No ‘Effective
Competition’. Using actual bills, we found that Time Warner’s Brooklyn New
York’s prices for ‘regular’ cable service increased 306% from 1992-to-November,
2014, from $22.95 a month to $93.16 a month. The “Triple Play” bill shows that
this was from made up fees, deregulation of the set-top box (with no alternative),
pass-through taxes, and simply because there are no other options; at best, some
markets have a ‘duopoly’ which is ineffective for controlling prices or problems
with service.

REQUEST: Begin an investigation into the lack of effective competition which includes
all of theissues dealing with current communications costs, unreadable phone bills, lack
of adequate customer services and remedies including opening the networks up to direct
competition for broadband, Internet and cable services, and/or “price regulation” which
includes an analysis of thetotal revenues from customer charges, including revenues
from made up fees to pass throughs.

It is clear that with Time Warner and Comcast’s 97% profit margins on *high-speed
Internet’ that something is truly amiss.

5) Multiple Cross-Tieswith Verizon’s Wireline and Verizon Wireless, and with
TimeWarner and Comcast Need Immediate Attention. The FCC and DOJ
allowed Verizon Wireless to create a marketing deal with both cable companiesto
bundle the wirel ess service with the cable service in areas Verizon has refused to
upgrade to FiOS. But what was unexamined is the fact that V erizon Wireless has
a sweetheart deal with Verizon’s wired companies, such as Verizon New York,
for use of the networks — as Title 1. This means that the wired, wireless, and
cable companies are colluding to control amost ALL communications services.

REQUEST: Simply Put. The FCC erred in allowing amarking deal with Verizon and the
cable companies or alowing the transfer of the spectrum to Verizon. And in a separate
Complaint, we will outline the ties of Verizon wireless and Verizon wired companies, but
itisclear that al of this equals collusion of the entire major market playersin all Verizon
states.

Besides a primary reason to halt the mergers, this needs a full investigation.
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Conclusion

Before any merger is considered between Comcast and Time Warner, the FCC needs to

do these investigations into the current harmful business practices that have been allowed
to go on for too long.

The Executive Summary was created based on the following reports and articles which
were the starting points for the investigations.

Communications Bills: Examining the Time Warner Triple Play
http://www.huffingtonpost.com/bruce-kushni ck/time-warner-cables-
advert_b_6009364.html

TheTimeWarner and Comcast Social Contract
http://www.huffingtonpost.com/bruce-kushnick/investigate-time-
warner b 6142934.html

Special Report: The Time Warner, Comcast Social Contract
http://www.tel etruth.org/docs/timewarnercomcast. pdf

Consumer Protection action against Time Warner in New York.
http://s3.documentcloud.org/documents/1357011/compl aint-with-exhibits-a-
through-k-redacted.pdf

Verizon Wired, Wireless, Comcast and TimeWarner Collusive Ties
http://www.huffingtonpost.com/bruce-kushni ck/deny-the-merger-the-
collu_b_5562362.html

Testimony: New York State PSC Hearing on the Time Warner & Comcast
Merger

http://newnetworks.com/tmcomcastmerger/

New Networks Institute & Teletruth FCC Filings
http://www.newnetworks.com/FCCfilingsNewNetworksT el ettuth.htm
New Networks Institute & Teletruth Bibliography
http://newnetworks.com/missi on-statement/bibliography/

Bruce Kushnick, Executive Director
New Networks Institute
bruce@newnetworks.com

718-333-5161

Tom Allibone, Director of Audits
Teletruth
tom@tel etruth.org
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Deny the Merger: The Collusion of Verizon-Wired & Verizon Wireless with
Comcast and Time Warner.

Open the Networks for Direct Competition: The AOL-Time Warner Merger was Never
Enforced.

Case: 14-M-0183
Filed: July 8", 2014

Thisfiling is being done in conjunction with Testimony By Bruce Kushnick, Executive
Director, New Networks in front of the New Y ork State Public Service Commission
hearing in New Y ork City on June 19th, 2014 and is based on the new report "It's All
Interconnected.” http://newnetworks.com/verizonfiostitle2/, areport by Public Utility
Law Project (PULP), written by New Networks, with the assistance of David Bergmann.

One Big Happy Family

Special Access |

Verizon’s Wired Networks and Comcast and Time Warner and Verizon Wireless

Wireless Deal With Cable

comcast

There are relationships and financial ties between Verizon’s wired-business and Verizon
Wireless, as well as Verizon’s deal with Time Warner and Comcast that are complicated,
twisty, multi-layered and reveal anasty underbelly — and it isjust another reason why
the Comcast-Time Warner merger will harm al of the states where Verizon isthe
incumbent phone company that controls the wires.
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Verizon Wireless and Comcast Marketing, July 6, 2014

ﬂ_

My Account xfinity.com

COMCAST

Xfl n Ity Products Bundles & Deals Programming

XFINITY® ENTERTAINMENT
MEETS 4G LTE SPEED

Get up to a $150 Visa® Prepaid Card when you purchase
any new Verizon smartphone or tablet

e xfinity

verizonielcss

If we overlay Verizon’s FiOS deployments, Verizon’s plan to shut off the copper and
replace it with Verizon Wireless, and the deal V erizon has with Comcast and Time
Warner today—for one state, New Y ork, we find that:

FACT: Verizon’s FiOS is a brand name of cable, phone, and high speed Internet
service that rides over a FTTP, Fiber-to-the-Premises, telecommunications line.
FACT: Verizon FiOSisonly going to bein 20% of New York State’s
municipalities and that creates a 'duopoly’, at best between Verizon and Time
Warner for cable, broadband and phone service. (In New York State, Time
Warner isthe major cable incumbent, but Comcast has a presence.)

FACT: 80% of the State’s municipalities will have a monopoly service from Time
Warner and/or Comcast, the cable provider, on cable and broadband.

FACT: Verizon announced that in areas that are not upgraded with FiOS, the
company plans to ‘shut off the copper’ and offer Verizon Wireless services.
FACT: Verizon Wirelessisin bed with Comcast and Time Warner and the
advertisement above outlines that instead of competing, Verizon Wireless will be
colluding to sell their service in 1 bundle with either Comcast or Time Warner.
FACT: Verizon Wireless is also in bed with Verizon New York’s special access-
wired services.

FACT: Wireless can’t compete with cable for cable service.

Special Access. The Secret Wired Networks.

We’ve written a separate article about special access using the new report, but essentially,
thereis a hidden network of wires and services, known as special access, that are mostly
broadband and data lines to businesses that have a speed of 1.5 mbps or more in both
directions. There are much larger configurations where the wires that go to the wireless
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cell towers, hot spots and broadband networks and are used by large competitors, such as
Sprint, (and these are sometimes called “back haul’).

Verizon and AT& T have amonopoly on these hidden networks in the states where they
are the incumbent utility, and special access has obscene profit margins, and it is one of
the reasons America’s broadband is slow and expensive, as the companies have been able
to keep control of these networks, to the detriment of all users and competitors.

But here’s the secret — in areas where Verizon is ‘shutting off the copper’, it isn’t
shutting off the ‘special access wires’ that were laid as part of the wireline networks and
used by the wireless company — and Verizon Wireless is getting specia advantages over
all other competitors who will be using these networks as well.

Special Treatment of Verizon Wireless— In tracking Verizon New York’s fiber optic
deployment it is clear that:

= Verizon Wireless” “fiber to the cell towers’ is part of the wireline expenses.

=  Verizon Wireless appears to be paying afraction of what other competitors are
paying for the use of the *special access’ services.

= Moreover, Verizon is transferring “utility customers’ to Verizon Wireless — for
free, while other companies would have to pay hundreds of dollarsin acquisition
fees of new customers.

= Verizon can claim losses that are caused the wireless company’s financial perks —
ie, added expense from paying for the wireless fiber lines or the wireless company
not paying its fair share, thus lowering the wired revenues.

Verizon Wirelessiwireline make money on every wireless call — Because Verizon
controls the special access wires and has inflated rates for competitors, then it knows that
it will get revenue from everyone who goes to wireless, regardless of the company.

Verizon hedged its bets with cable — Even though V erizon has not upgraded 80% of
the municipalities, it has been continuously putting in ‘special access wires’ especially

used by Verizon Wireless. So, if Verizon ‘shuts off the copper’, it still keeps the special
access services online.

= Thedea with the cable company to move these customers onto the cable
companies’ triple play while supplying them with Verizon Wireless — is part of
Verizon’s calculation of whether they should upgrade the networks to fiber optics
is specific locations.

=  Verizon-wired New York is always part of this equation as their ‘special access’
services are part of the Verizon Wireless plan as well.
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So we have:

“Verizon New York-wired and Verizon Wireess and Comcast
and Time Warner all working together already.”

Making Time Warner and Comcast larger doesn’t bring more competition and reinforces
the ‘DO NOT COMPETE?” status today with Verizon Wireline and Verizon Wireless.
There can’t be lower prices when the wireless company is colluding with the wired
company who has a deal with the cable company. And thisis not competition. Last time |
looked you need more than two companies to be called ‘competition’. In New Y ork,
80% of the municipalities will be a cable monopoly product — and if the merger goes
through, by only 1 company.

Thisis an anti-trust case waiting to happen.

Open the Networksfor Direct Competition: AOL-Time Warner Merger was Never
Enforced.

Few know that the original AOL-Time Warner merger , circa 2001, required Time
Warner to open its networks so that there would be high-speed Internet competition from
other 1SPs using the Time Warner networks.

During the merger, the FCC specifically stated that not opening the networks to
competition would essentially cause what we call today, Net Neutrality.

INTERNET SERVICES
In examining Internet services, the FCC concluded:

e The merger would give AOL Time Warmner the ability and incentive to harm
consumers 1n the residential high-speed Internet access services market by blocking
unaffiliated ISPs’ access to Time Warner cable facilities and by otherwise
discriminating against unaffiliated ISPs in the rates, terms and conditions of access.

Conditions were imposed to open the cable networks to direct competition as part of the
merger conditions.
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Conditions:
The FCC imposed the following conditions relating to the provision of residential high-
speed Internet access over Time Warner’s cable systems:

Choice of ISPs:

» AOL Time Warner must open its cable systems to competitor Internet Service
Providers (ISPs). per the Federal Trade Commission’s consent agreeiment.

» AOL Time Warner must allow customers to select a Participating ISP by a method
that does not discriminate in favor of AOL affiliates on the basis of affiliation.

First Screen:

» AOL Time Warner must allow all unaffiliated ISPs to control the content of their
customers’ first screen. AOL Time Warner may not require an unaffiliated ISP’s
customer to go through an affiliated ISP to reach the unaffiliated ISP.

Billing:

» Participating ISPs must be allowed to directly bill the subscribers to whom they have
sold their high-speed Internet access services, if they choose to do so.

Technical Performance:

» AOL Time Warner must offer the technical performance standards that it provides to
its affiliated ISPs in a non-discriminatory manner to unaffiliated ISPs.

This failure to have the cable networks opened to competition as a condition of the
merger is proof that whatever merger requirements are put into the Time Warner-
Comcast merger, they are awaste of time, will not be enforced, and whatever was
promised is simply a broadband-carrot to close the deal.

Instead of allowing the merger, we should be asking about the collusion of the wireline-
wireless-cable companies and whether it istime to start to reopen the networks to direct
competition — and solve Net Neutrality.

Coda: In our previous article we addressed the “Social Contract”. In 1995, the FCC
created the “Social Contract”, which was an actual agreement with Comcast and Time
Warner that allowed them to raise rates up to $5.00 amonth, and in exchange they would
upgrade their networks for broadband and Internet and supply high speed Internet service
to al schoolsin their area.

Update: In recent testimony by Comcast and Time Warner in New Y ork State pertaining
to the merger, neither company mentioned that they had been wiring schools, something
that they would have used as selling point for the merger.

Toread our testimony, see: http://newnetwor ks.com/tmcomcastmer ger/
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Testimony in Front of the New York State Public Service Commission on the
Comcast-Time Warner Merger.

June 19th, 2014

Video, Bruce Kushnick (at 1:44)

https://www.youtube.com/watch?v=DBDCINtj GU4& feature=youtu.be& t=1m57s

JUDGE PRESTEMON:So that brings us to Bruce Kushnick.

My nameis Bruce Kushnick. | work for New Networks. We recently published a report
with the Public Utility Law Project which you are probably familiar with, called It’s

All Interconnected. It has a section about Verizon New Y ork and its Fiber optic
deployment, which is a separate subject. It also has section called, a specia section on
Time Warner and the special — and the socia contract, and the Time Warner situation in
New Y ork.

For those of who don’t know, in 1995 the FCC decided that had to go out and solve a
couple of hundred different complaints filed by the cable companies pertaining to the fact
that they wanted to go into new businesses and wanted to raise rates to go out and build
these new parts of the network. They wanted to go into the internet service and
broadband service. 1995 Time Warner signed a contract called the social contract with
the FCC that was for five years that was supposed to end in the year 2000 where they
were supposed to spend 4 billion dollars, and they were supposed to go out and they were
allowed to raise rates a dollar ayear, so that it would be $5 by the end of the year 2000,
and in order for them — and they would go out and actually upgrade the networks, and
B, they would wire all of the schools within the franchise areas, and they would do it at
cost, and they would do the wiring at cost, and they would do the rooms at cost. And it
turned out that in 2001 when the contract expired, the $5 was never removed from the
bill.

They’ve been collecting the $5, as far as we can tell, for the last thirteen yearsin the State
of New York and al other states. Comcast has done the exact same thing. Starting in the
year 2000 Comcast has — Comcast and V erizon — sorry, Comcast and Time Warner
have collected 49 hillion dollars for the socia contract, which is $5 extra per customer
per month, which is $60 a year for the last thirteen years. Two, we have no idea how
many schools were wired. In fact, we can find of the auditors that we work with in
multiple states dealing with Time Warner and Comcast, we could not find any of the —
any of the school boards or any of the principals who had wiring done by Time Warner
under the social contract.

Now there are two questions. Question one, did they collect in New York 1.7 billion
dollars over the last thirteen years for the 2.6 million customers, every year collecting $60
extrafor the wire of schools? Now if it was a contract with the state — with the FCC and
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it was terminated and it was expired, which it was, did they collect money illegally past
the year 20007 We believe the answer isyes. Two, we believe that if they are collecting
the money, then they should have been wiring the spools.

We are asking every franchise holder in the country to go out and find out what the hell
happened with the money and what the hell happened with the wiring of every school
because every school in the United States in the Time Warner and Comcast areas should
have had a fiber — afiber optic or coax wire or a cable modem service that was an
internet service paid for at cost for the cable modem and paid for by the wireless schools.
We have seen no audits by the state or by the FCC at this point

So we are asking the state before they sign any agreements or make this — these mergers
go through, that they audit the books to find out if the schools had actually gotten wired
at any point between 1995 and 2014 under the social contract, and B, wasthe — $5 a
month added to the bills, — and C, was it ever removed from the bill starting in the year
2001. That’s pretty much it.

| will give you one other finding. It turns out that in our report we go through the profit
margins of Time Warner. Time Warner, it cost Time Warner’s internal numbers $1.34 a

month to offer internet service, high-speed internet service to the customers, and | believe
their average is $34 from the customer. If customers have paid since 2000, $5 a month to
have the networks upgraded, and to basically wire the schools and then we find out that
the profit margins are 97 percent for Time Warner, isn’t this a little — shouldn’t we
guestion whether or not there should be a merger? Also you should know this happened
in all the Comcast areas as well. So we are asking before anything is done in the state, to
have an investigation of all of our — which we filed already at — with the — with the
Commission, and PULP hasfiled separatel y about the Comcast essentials, and please
read our comments. They are available.

We posted them as of yesterday. Thank you very much. If you have questions, please | et
me know.

JUDGE PRESTEMON: When was the study performed?
MR. BRUCE KUSHNICK: Our study was donein May — May 2014.

The social contracts were actually written in 1995. We have links to all of the documents,
and they’re available.

JUDGE PRESTEMON: Y ou performed the study for the Public Utility Law Project?

MR. BRUCE KUSHNICK: We — Public Utility Law Project hired New Networksto do
the study.

JUDGE PRESTEMON: Isthe study available online -MR.
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BRUCE KUSHNICK: On line.
JUDGE PRESTEMON: — website?

MR. BRUCE KUSHNICK: And I’'ll be glad to send information that everybody has a
copy because I think it’s — | should tell you the other punch line because you asked
about the wiring —the wiring of New Y ork State. Verizon has only wired twenty percent
of the territory; however, there’s been three rate increases in the State of New Y ork that
started in the year 2005 that said they were for massive deployment of fiberoptics and
losses. Our study showed that the massive deployment of fiberoptics, which was FIOS,
because it was — it was FIOS-based, based on atitle 2 common carriage
telecommunications network service, and they were able to use the utility rights-of-way
and charge customers for the cable parts based on that finding, and two, they collected
something like 4 billion dollars from pots customersto pay for that wiring. So if you
want to know what’s gonna happen to the state, Verizon will stop doing the upgrades.
Oh, literally only eighty percent of the state is not got gonna get wired as far as
municipalities and there will be no competition, and Verizon isfiled basically to shut
down all the copper in their territories, and they started in the Rockaways, filing with the
251, Section 251 location, which basically said in the area of the Rockaways we are
going to shut off all the copper and for 50,000 people we are going to file it with the FCC
because we can. That’s the only paperwork we’re gonna do, and essentially we have no
more obligations whatsoever. We asked whether or not that wire that was — isthe Title
Il part of the utility or isit basically owned by Verizon as a private property.

This -these- these big questions, this means that there will not be any competition of
wires by Verizon to — to Time Warner in the State of New Y ork if we areright. So
whether — if the merger goes through, you’re basically sitting here with whatever is
there in the ground with Time Warner, and Comcast will be there. There won’t be any
competition for it, and Verizon is not going to show into FIOS in most of the areas to
compete, so the prices cannot go down. Thereis no other competitor around that can
offer services, and putting al these people on wireless and shutting off copper, as you
know, with the Fire Island docket that was open, we showed that the cost — the cost
models that were done by Verizon are basically made up. All of the expenses that we
found, that basically alot of losses are being created by the various parts of the business
basically dumping expenses into the utility raising rates, raising the expenses, and
Verizon New Y ork has paid no taxes for the last five years, income taxes.

So asfar as the ultimate question about the merger here, what we are left with is one big
question, if Verizon isn’t going to show up and Time Warner/Comcast goes through, they
can just raise rates at will, as they’ve shown to do. So we are asking for investigations of
these issues today, and we will definitely get you all reports, no problem. Thank you very
much.
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