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Double Threat: FiOS, 4G Helping to Power Verizon

Verizon’s 2Q additions of 184K FiOS video and 189K FiOS broadband subs may seem relatively innocuous to
cable when considering the telco’s far better year-ago numbers and AT&T’s larger quarterly upticks (202K, 439K).
Add to the mix Verizon’s early 4G LTE success and increasing number of bundled customers, however, and the
underlying trends seem to tell a different story. “The FiOS strategy has proven itself by taking share and gaining rev-
enue,” said VZ pres/COO Lowell McAdam, who will replace Ivan Seidenberg as pres/CEO on Aug 2. The FiOS rev
jump (+20.7%) was expected, but notable is growth in 2 areas. The telco achieved a 24% YOY increase in triple-play
subs, said CFO Fran Shammo, adding that broadband “penetration continues to improve in all of our FiOS markets.”
Approx 130K DSL customers were shed, but VZ importantly maintained a positive broadband result at a time when
cable’s bent on leveraging higher speeds. Miller Tabak’s David Joyce said the similarity in the telco’s voice and
video net adds could indicate that it's “not necessarily focusing on migrating up their DSL subscribers to FiOS high-
speed data’” If that's the case, VZ's wireless results help provide a reason or 2. “There can be little argument that Ve-
rizon has virtually all the momentum in telecom today,” said Sanford Bernstein’s Craig Moffett. “They are first out of
the gate—and by a wide margin—in LTE, where they have now far eclipsed Sprint for the perception of first mover.
Consider: data rev jumped 22.2% and 69% of VZ's net wireless adds stemmed from 4G LTE devices (1.2min) and
the iPhone (2.3min). “We're seeing very strong demand for our Internet data devices, particularly 4G mobile hot
spots,” said Shammo. As VZ’s LTE network covers 160min POPs currently, its strength in mobile broadband bears
watching—particularly given the importance of any service strength as the economy continues to struggle. “We
don’t see great improvement in the economic outlook,” said McAdam, noting cost-reduction plans of businesses—
not expansion—as the commercial growth driver. “So far, the trends seem to be footing with our channel checks,
that second-quarter low seasonality, continued high unemployment and a low-level but stabilizing housing formation
market are resulting in price-sensitive consumers seeking promotions and considering dropping landline voice ac-
cess (going wireless-only),” said Joyce. As 2Q’s a typically slow period for MVPDs, stay tuned for results from DBS
and cable ops, starting with Time Warner Cable on Thurs. Moffett ominously predicts that “the second quarter will
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be a dismal one for Pay TV subscriber growth... expect losses for cable, and anemic growth—and potentially even a
first ever subscriber loss—for satellite TV

In the Courts: A Fri bankruptcy court ruling opens the L.A. Dodgers to debtor-in-possession financing from MLB
and calls for the franchise to propose and implement, provided the court’s consent, a competitive sales process for
exclusive cable TV rights. Dodgers attorney Bruce Bennett said the team expects the cable deal to “fully resolve all
of the Dodgers’ financial challenges.” MLB commish Bud Selig vetoed the team’s proposed deal with Fox late last
month. -- The US Intl Trade Commission declined Thurs to review an administrative law judge’s May ruling that
Cablevision failed to infringe 4 of Verizon’s set-top patent claims (Cfax, 5/24). The ITC did agree CVC infringed a
5th VZ patent but that 1 was thrown out by a US District Court in early May.

At the Portals: ACA is not happy that despite its vocal protestations, the FCC approved the sale of ABC affil KTKA
in Topeka, KS, to PBC Broadcasting. Small cable ops in the area are concerned that New Vision, which owns the
NBC and Fox stations in the market, will coordinate carriage negotiations with PBC, as the 2 do in other parts of the
country. ‘ACA members will now be forced to kowtow to the unconstrained market power of the Topeka Triopoly or
face a massive blackout of three dominant local TV stations that can start as soon as Jan. 1, 2012,” said pres/CEO
Matt Polka. “In either case, Topeka consumers will be the biggest losers.”

MMTC Notebook: The FCC’s incentive auction proposal is “an idea this community ought to rally behind because
it provides an opportunity that isn’t available now,” FCC Chief of Staff Edward Lazarus told attendees of the Mi-
nority Media & Telecom Council’s Access to Capital and Telecom Policy Conference on Fri. Lazarus said the di-
versity advisory committee “has been re-chartered and the invitations will be going out in the next week or two...
We look forward to working with them.” -- Rainbow PUSH pres Jesse Jackson spoke on the history and future of
equality, saying stage 1 was ending slavery, stage 2 was ending Jim Crow laws, stage 3 was gaining the right to
vote and stage 4 is “access to capital, technology and infrastructure. Without that you are free but unequal... still
looking in... When we have access to the airwaves, we are better able to serve the needs of our community...
How can people hear unless we speak and how can we speak unless we have access to medium?” Jackson took
the opportunity to mention the News Corp phone hacking scandal, calling it an example of “too few having too
much power... it must be checked.” — Noting that America will become a majority minority nation by 2050, retired
Comcast svp Joseph Waz called on more companies to refocus their diversity efforts. “The smart companies are
the ones participating in these changes,” he said. ‘And while I’'m very proud of what Comcast has been doing,
there’s room for other companies to join... it’s in their self enlightened best interest.” Waz also singled out tech as
a key area. “It’s vitally important for the minority community to get more involved in high tech,” he said. “These are
where the growth opportunities are.”

Programming: A&E will commence production next month on “Stephen King’s Bag of Bones” (4Q), a 4-hour mini-
series starring Pierce Brosnan. -- AMC’s “The Walking Dead” returns Oct 16 for a 13-ep 2nd season. -- Discovery
Channel’s “Weed Wars” (fall) spotlights the nation’s largest medicinal cannabis dispensary, Oakland’s Harborside
Health Center, and removes the smoke shrouding the people charged with growing the product.

Public Affairs: Charter’s Operation School Supplies is once again in full swing, seeking donations for back-to-
school kids in most of the MSO’s service areas. As the initiative’s exclusive sponsor, Hallmark Channel’s supply-
ing drop-off boxes and offering donors an opportunity for family ent packages in a sweepstakes at www.winwith-
charter.com.

People: Corey Shields was named evp, comm, NBCU Cable Ent and Cable Studios. John Kelley takes over as svp,
comm., pro-social and diversity initiatives.

Business/Finance: Apple’s reported consideration of a bid for Hulu generated a lot of buzz Fri, perhaps most be-
cause everyone remains geeked to see what the company’s next stab(s) in the video market will be. The company
certainly has the cash to acquire Hulu, and analysts said the move could set it up for dominance in the subscription
video market. Google, Yahoo and AT&T are among the firms also said to be interested in Hulu.
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CableFAX Week in Review
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