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Dear Susan:

Thank you for the taking time to meet to discussperspectives on the communications
marketplace. We strongly agree that one of thly aiorities must be the success of the
broadcast digital television (DTV) transition, and are committed to continuing our effort to
accomplish that important goal. And, as the nagidirst industry to deploy broadband to
residential America -- a deployment fueled by arestiment of $130 billion in private capital --
we welcome the increased focus on broadband adgpéigeted deployment initiatives, and
how use of high-speed networks may further othgoirtant policy goals.

While we covered a number of aspects of both DM laroadband policy, we would like
to underscore several critical points in responsgur questions.

l. As we discussed, the cable industry has begplogiment of next generation ultra-fast
broadband. The technology, known as DOCSIS 3.0 or widebalidws cable operators to bond
multiple channels (the same channels now usedtfalog TV channels) together to reach speeds
over 100 megabits/second downstream and upstréatial test markets are deploying this
technology in the 50 megabits/second downstreaietan

While bonding more channels together offers tlmarpse of even faster broadband, it
also requires a reallocation of how cable netweotksently use system capacity. Most of the
typical cable “pipe” today is consumed by very fi@ént, analog television signals. This is
generally true even though most cable video custemgiscribe to digital service that allows
them to receive the high-definition content theyntvaAs a result, in most of America, cable’s
broadband service is still largely provided on ooy 6 MHz channel.

To free up more bandwidth for next generation tbaad and other services, our
industry is going through its own digital “migratibthat is quite separate and distinct from the
broadcast industry’s DTV transition of February 2009. When complete, this migration will
enable cable companies to use their bandwidth ef@iceently in ways that serve consumers’
interest. One of the critical opportunities inrft@f Congress and the FCC over the next two



years will be to pursue policies that foster thisreased efficiency and the resulting consumer
benefits. At the very least, this means policied support the ongoing migration of channels to
a digital platform and the deployment of new, shd digital technologies. It also means
policies thatesistplacing new demands and constraints on bandwktthat are totally
divorced from what consumers want: faster broadparore high-definition content, and the
deployment of new innovative and interactive segsithat take advantage of our two-way
network.

Il. We recognize that broadband is a crucial drivéreconomic recovery and global
competitivenessBroadband can add jobs to the economy and isateéatimproving

educational opportunities and delivering healthcaoee efficiently throughout the nation. To
that end, it is appropriate to include broadbam@stment in the stimulus package now under
consideration by Congress. That would includeralmer of options for promoting broadband
investment, including additional bonus depreciatian credits, and interest-free broadband
infrastructure bonds that entitle the purchaser tax credit. In determining the proper mix of
incentives, however, we support promoting fairnesensuring that equivalent relief is available
through rebates or refundable tax credits for bibaad providers willing to make qualifying
investments who cannot utilize bonus depreciatiootioer tax incentives. We also support fully
funding the broadband mapping program authorizethéyBroadband Data Improvement Act to
ensure that any stimulus is appropriately targaidtie areas that need it most.

As policymakers consider broadband stimulus pralsosve respectfully ask that they
keep in mind the following considerationBirst, stimulus for the deployment of new
infrastructure should be targeted at areas wheradtwand facilities and services are not yet
available. Government incentives for broadban@stwments are most appropriate in unserved
(those areas with no broadband service) and undersareas (those areas with fewer than two
broadband providers), where normal market inceathave not proved adequate to attract
competitive service providers. In unserved arBaancial incentives should be provided for the
provision of current generation broadband (5 megatmwnstream/768 kilobits upstream).
Establishing too a high a bar for eligibility inethe areas could have the perverse effect of
deterring any investment there, depriving thosasdd jobs in building out broadband and
perpetuating the lack of broadband service ratiem temedying it. This is likely not a concern
for underserved areas, where incentives shouléfitier be limited to investments in “next
generation” capabilities (50 megabits downstreamégabits upstream). Government stimulus
is better directed to other important policy ohijges in areas where there are already two or
more broadband providers competing for customers.

Secongbroadband stimulus should be technology-neutrahddition to investment in
new broadband plant, cable operators (as discudsmee) will need to make expenditures to
reclaim analog bandwidth, to split nodes, and sbaithnew electronics at an operator’'s head-end
and at a customer’s home. All these investmemtgidtical in their own way to the delivery of
broadband service, and the government’s efforssitoulate these types of investments should
be flexible enough to ensure that these and ottparaditures necessary to provide broadband
are covered.



Third, we support the appropriation of funds for two rnafeline and Link Up Programs
to make broadband more affordable for low incomeaslebolds and unemployed adults.
Expanding these existing low-income universal seryrograms that are specifically designed
to subsidize connectivity for users who need tHp tvould go a long way towards bringing the
benefits of broadband to low-income consumers.e®ihe important social objectives served
by expanding these programs to include broadbamdlifig should come directly from the
government and not be offset by an assessmentemotemunications providers or their
subscribers.

Finally, the availability of broadband networks and sezsialone isn’t enough to get
people connected. Many low-income households dsulascribe to the broadband services that
are available because they don’t have the necesgaigment, training or educational
opportunities to take advantage of the benefilsitefnet use. Congress should consider funding
a program to stimulate demand by making computelapbops available at a discount, at least
to households with children, so that every American take advantage of the improvements in
healthcare, education, and the delivery of govemnirservices that broadband makes possible.

[I. You also asked for our perspectives on thevdrsal Service Fund (“USF”) program.

We are committed to the success of USF. But tertd USF program, particularly the high-
cost fund, desperately needs updating. Improvesriariechnology, particularly the transition to
IP-based equipment and services, have made itpedsr cable operators and other facilities-
based competitors to serve areas that previougiiitmiot have supported competitive entry.
Similarly, incumbent local exchange carriers (“LEXdacreasingly are able to provide multiple
services (including DSL and video) over infrasturetpreviously used solely to provide
telephone service. Robust facilities-based cortipetior voice and non-voice services calls
into question the need for continued governmendifumat historical levels. To better align the
USF program with today’s marketplace realities,waeild advocate a three-pronged approach to
USF reform.

First, cap the High-Cost Fund. USF contributions hdaeadily increased in recent years,
with the surcharge exceeding 11% on monthly telaphulls earlier this year. Placing a
permanent cap on the size of the high-cost funbpndgitect consumers and promote greater
efficiency. We recognize that the government dag pn important role in extending the
economic and social benefits of Internet connetgtiliut we believe that interest is best served
by more targeted initiatives and not by increasimguniversal service burden on voice service
providers and their customers.

Secondadopt a numbers-based contribution mechanism. ANGE also long supported
basing USF contributions on assignment of telepmmebers, rather than the current approach
of assessing interstate telecommunications reveAusumbers-based contribution scheme, if
properly structured and implemented, holds ouptiospect of providing a more stable,
predictable and nondiscriminatory funding mechartisat would affect all end-users of
switched telephone service equitably, irrespeativilne particular service they purchase or the
technology used to provide that service.



Third, modernize distribution mechanisms. The existmgghanism for distributing
high-cost support has failed to capture the benefiimproving technology and expanding
competition. Where there is evidence that the etaskworking to make service available to
locations previously thought to be uneconomic,@oeenmission should take steps to reduce the
support provided to those areas. The amount gd@tiprovided to competitive areas can be
reduced to more efficient levels through a varadtynechanisms, including reverse auctions.
Before reverse auctions are used, however, a nuaflsggnificant details must be resolved to
ensure that auctions further, rather than retheldevelopment of competition in high-cost
areas.

Finally, as noted above, it would be appropriate for theegnment to fund an expansion
of the existing Lifeline and Link Up USF progranasimclude broadband services and the
purchase of the equipment necessary to connelaetmternet.

V. You asked for any ideas we might have on pruaegdeforms in terms of how the FCC
conducts its busines#s an expert agency, the FCC already has maesgted career public
servants who would like a meaningful opportunityapply their expertise to an important sector
of the economy, a sector undergoing exciting anthdyc changes daily. So, an important early
task for any new Chairman and the other Commisssowél be to understand and utilize the
incredible expertise that already exists at the FB€Ca high level, translating that expertise into
policy decisions made at the Commission level rgitjuire that:

* The FCC should act quickly to keep pace with “Inegrtime” — the blistering rate at
which ideas are created, shared and, in some @asag)ercialized using digital
technologies.

* The FCC should act in a manner that is transpaoethie public, affords adequate
opportunity for public input before decisions arade, and resists gaming by regulators
or privileged insiders.

* The FCC should base its rules on proven factsraigocritique and full and fair input
from the public and others.

* The FCC should examine and modify its rules redyitarkeep up with, and not impede,
rapid developments in technology.

Our concerns about process breakdowns are well ikrama | will not recount them here.
But, as members of Congress and others have sedgéstre are specific procedural reforms,
some of which we itemize below, that we would uageew Chairman to consider that would
enhance the credibility of policy outcomes at tiGCF

First, provide adequate notice to the public of issodsetaddressed in rulemakings. It
would help to make clear distinctions between Negtiof Inquiry (“NOIs”) and Notices of
Proposed Rulemakings (“NPRMSs”). In particular,dmaanquiries that lack any tentative



proposals should be deemed to be inquiries ratlaer NPRMs. At whatever stage in a
rulemaking a proposed rule is actually crafteshauld be important to afford the public an
opportunity to comment.

Secondprovide adequate notice to the public of itembd@ddressed at Commission
meetings or on circulation. This could be donebdgifying in the Commission’s rules the
recently-adopted informal practice of providing palnotice when items are distributed to
Commissioners for action on circulation, setting #genda for meetings at least three months in
advance, and similarly requiring public notice wheshite copies” of agenda items are
circulated. It would also be important to make lputine text of the rule or decision proposed
for action no later than when the agenda meetargstare circulated.

Third, provide time to fully consider filings or repart3his could include not acting on
items based on last minute filings (e.qg., last rr@rax parte filings) on which there has been no
reasonable opportunity to comment and ensuringaittadn on internal or external reports will
not be the basis of action without notice and comtraed, where appropriate, meaningful peer
review. Similarly, annual reports should be madalable in draft form for public comment
before the need for Commission or Bureau action.

Finally, complete action on all matters in a timely fashid@he Commission should
establish its own requirement to act on waiver estgiwithin 180 days, and hew to the similar
shot clock in merger reviews and other transactwimsre the parties in good faith supply all
relevant information in a timely way. Reportsdongress should similarly be completed in a
timely fashion, and the text of orders adopted@nh@ission meetings should be released no
later than 30 days after adoption.

Again, thank you for considering these perspectives
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