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Wheeler in Vegas: CES Chat Features Spectrum, Captioning & Baby Clothes
Tom Wheeler had his first CES appearance as FCC chmn Wed, settling in for a one-on-one chat with CEA chair Gary
Shapiro. He quickly got to the business of spectrum auctions, which he called “a great model of government in mul-
tiple iterations and industry working together to solve the spectrum crunch.” The three auctions coming in the next 18
months—the Jan. 22 H block auction, the 1755, 1780, 2155 and 2180 blocks coming in the fall, and the incentive auc-
tion slated for mid-2015—are the first conducted since 2008. Calling the incentive auction “a massive nontrivial under-
taking,” Wheeler described the incentive auction as a Rubik’s Cube, with its three dials. “One dial is a reverse auction
where Gordon Smith’s [NAB] members need to decide what they want to do with their spectrum so we have to buy

it. Then there is a forward auction where that spectrum gets sold, presumably to wireless providers. Then there’s the
middle row of the Rubik’s Cube, where his team has to rebrand what's coming in so you know what’s going out, and
preserving what’s going on in the existing television market. It's never been tried before in the world.” Asked by Shapiro
how he’ll measure success as FCC chair, Wheeler quipped, “I've only been here 3 months and already you want me
to be figuring out what it looks like at the end?” Here’s his short list: Progress in 21st Century educational opportuni-
ties; the spectrum auction and getting more spectrum out; making sure there are opportunities for individuals with
disabilities addressed through new opportunities created by an all-IP network. “We also need to be thinking about the
quality of closed captioning—captioning for video clips, captioning on the Internet. | am a proud Buckeye, and at Ohio
State on the big jumbotron there is closed captioning. If it can be done there, it can be done anywhere,” he said. As for
plans to update the Communications Act, he said the move “will force a discussion about what our digital world is really
like. There is an awful lot of analog thinking that remains in Washington. If they can have hearings talking about this
digital issue and that digital issue, the tide is lifted for all boats.” While the discussion itself may be good, he cautioned
against regulation for regulation’s sake. “Competition is better than even the wisest, most well-intentioned policy mak-
ers,” Wheeler said, pointing to Aereo’s success, which includes raising more than $50min in venture capital. What was
his favorite innovation on the CES show floor? “l saw a baby’s onesie that can tell you when the baby moves, when the
baby rolls over,” the grandfather of 7-month-old twins said, calling the idea “first-rate.” Cathy Applefeld Olson

CableEAX webinar Thursday, January 23 | 1:30-3:00 pm ET
The OTT Opportunity: How to Partner for Profit

Far from a threat to the traditional cable ecosystem, over-the-top services are fast becoming allies in the
battle for consumer eyeballs. But what does that partnership look like? How do players that seem to
compete for the same audience figure out ways to cooperate?
CableFAX’s January 23 webinar will show you how to:

e Integrate cable and OTT content into single devices, giving consumers the best of both worlds.

e Partner with OTT producers and content aggregators to increase buzz about TV shows and
promote linear tune-in.

¢ Leverage social media to drive awareness of joint campaigns.

e Understand consumers’ viewing habits and how OTT can improve the content discovery and
navigation experience.

Register Today: www.CableFAX.com/webinars/
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CES Day 2: Knowing the customer remains the key to monetizing content in a multiplatform and data-driven world, said
several execs at CES on Wed. “More companies are getting smart about the data,” said Time Warner Cable Media pres
Joan Gillman, arguing that “the folks who are going to solve this are not the traditional ones.” Greg Rivera, senior direc-
tor, Microsoft’'s Xbox Live Advertising, agreed that traditional measurement companies like Nielsen may not get there
first but said attitudes among advertisers remains the larger issue. “We need to have a change of their mindset to have
this solved, and | don't see that happening for a while,” he said. Of course, age-old privacy concerns continue to rear their
heads, with execs arguing that consumers are increasingly more comfortable with extensive data mining—as long as

it benefits them. “If I've got to see ads, I'd rather see ads that are targeted to me,” said TiVo svp/gm, content and media
sales Tara Maitra. Said Ty Roberts, co-founder, svp and CTO at metadata firm Gracenote: “There has to be profiling.
There’'s no other way.” But he said it’s an open question what entity will ultimately use that data to control the customer
experience. “The battle’s going on right now,” he said, arguing that no one should assume MSOs will necessarily win out.
Akamai chief strategist Kris Alexander said control of customer data holds all the power, “and nobody wants to give that
up... Everyone realizes that that is the control point to the customer.” Amplifying that power is the connected home, which
was a big part of this year's CES and envisions a world in which customer data can fuel advertising beyond screens typi-
cally associated with entertainment content. “You have a marketing opportunity there,” said Gillman. “Could the refrigerator
screen have the opportunity to promote a different milk brand or a different ice cream brand?”

TWC Talk: Time Warner Cable investors concerned about the MSQO’s 3Q sub losses after its retrans dispute with CBS
can rest assured that things are getting better, CFO Artie Minson told attendees at a Citi investor conference Wed. That
said, there was a flow-through impact in 4Q from the dispute: TWC lost 215K video subs, worse than Wells Fargo ana-
lysts’ 125K expectation but an improvement from the 306K loss in 3Q. It gained 40K HSD subs and had flat voice subs. In
Dec, the company added 60K HSD and 17K phone subs, both much better than year-ago numbers. “We have our mojo
back on the subscriber side,” Minson said. Looking ahead, TWC’s new packaging plan and dedicated customer retention
centers should help reduce churn this year, he said. Nothing new to report on the M&A front as the exec reiterated that
TWC will continue to be “disciplined.” The company did look at a few opportunities, but he said any potential deals would
need to be “better than the value we could create on our own, which is a pretty high bar” And chances are TWC will con-
tinue its share buyback initiative despite the surge in its stock price amid consolidation chatter. During a separate Citi ses-
sion late Tues, Liberty Media CEO Greg Maffei said consolidation isn't the only answer to growth. “Some of that is from
consolidation and some of that is from confederation and working together more closely,” he said. Responding a question
on when a formal Charter bid for TWC might occur, the exec said “1 wish it were yesterday just like you.” He noted there’s
an opportunity to run TWC better since it hasn't performed as well as Comcast and Charter. Back to TWC. Minson wasn't
concerned about Verizon FiOS’s pilot project in NYC to expand fiber in the city. The telco expects to deploy fiber to all
parts of the 5 boroughs by mid-year. Verizon might take some market share initially as it gets into buildings in the city, but
signups would slow down once the telco is in the buildings, many of which are served by multiple providers in the area,
Minson said. Calling Google Fiber an overbuilder, he said he sees no material impact of the network on TWC.

Citi Notebook: Not a lot of new ground covered in DirecTV CFO Pat Doyle’s appearance at Citi’s investor
conference. Yup, he still expects the satcaster to retain NFL Sun Ticket rights and the company is still very keen
on the potential of home security (Cfax, 72/13). Doyle did mention that DirecTV’s contract with Disney is up at
the end of next year. DirecTV predicts programming costs will rise 7-9% annually, and that figure includes a Sun
Ticket and Disney renewal. One interesting tidbit from his talk is the future of GSN, which is owned by DirecTV
and Sony Pictures Ent. By next year, 1 of the 2 companies is likely to be the outright owner.

In the Courts: Still no DISH and Disney programming contract. Last month, a federal court postponed a Dec 18
settlement conference between the 2 on DISH’s Autohop feature because of ongoing discussions to resolve the
case. Those talks include potential resolution of the retrans/carriage deals. Per court order, the companies ad-
vised Judge Kevin Fox on Tues of some dates in Feb when they could attend a settlement conference. However,
they are requesting that the settlement conference be continued to Apr as discussions are still ongoing.

Carriage: TheBlaze scored a deal with Buckeye CableSystem, making the 24/7 news, opinion and entertainment
net available on 50 TV providers nationwide, including 6 of the top 30.
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Diversity in Media

CORPORATE EXCELLENCE AWARD
Turner Broadcasting System, Inc.

INNOVATIVE PROGRAM AWARD
for Internet Essentials
ComcastINBCUniversaI

Accepted by David L. Cohen

Wednesday, March 26, 2014
Cipriani Wall Street, 55 Wall Street, New York City
215t Annual Diversity Awards Dinner

For info www.t-howard.org or call
Maria Ducheine at (212) 997-0100 ext.214

CHAMPION AWARD RECIPIENT
Salaam Coleman Smith
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Cheer

Commentary by Steve Effros

AT&T announced a new program for
some of their cell services at CES. It’s
a totally rational plan that is modeled
after a lot of other pricing plans in vari-
ous services we all use. Predictably, the
“public interest” folks immediately went
bonkers about the idea and denounced it as yet another
plan to destroy the egalitarian Internet. Nonsense.

First, the plan; AT&T is proposing that various compa-
nies using the Internet to deliver their wares, particularly
ones that use a lot of bandwidth, “sponsor” that use. As
an example, if the NFL wants folks to watch the NFL on
their cell phones, for whatever business reason, then the
NFL can pay AT&T for the customer’s usage so that the
customer doesn’t have to. In other words, free shipping.
Amazon has done this in the physical shipping world
and it's been very successful.

The concept of “free shipping” is not new. Either the
consumer pays for shipping of the item just purchased
from the vendor, or the vendor says, no, it will pay to get
that package to you as part of the price. It's routinely
done both on phone orders as well as on the Internet.

Right now cellular users, as a general proposition, pay
for a certain amount of use of their phone or smart-
phone. They have a “bucket” of minutes that they pay

for, and can choose to pay for a larger or smaller bucket
depending on their volume of use. Now, with video
streaming, those buckets get emptied out a lot faster,
because video requires a lot of “minutes” or, measured a
different way, bandwidth. Usage based pricing has been
the norm in cellular service for years, and it’s now also
becoming the norm in broadband. Why? Because the
provider has to keep paying to upgrade the infrastructure
as more use is made of it, and those who use more, pay
more to make that possible.

So AT&T’s proposal is that it's a valid business proposi-
tion for the seller of data, if it wants, to pay for delivery
instead of taking it out of the consumer’s use “bucket.”
The consumer wins, the sellers, presumably (as Amazon
did with free shipping) think there is a business benefit
for them, and the infrastructure provider continues to be
able to finance new construction.

Think about that for a minute...
;

AT&T has made clear that it won't provide any “faster”
service, or special benefit for those companies choosing
this approach. This has nothing to do with “net neutral-
ity,” despite all the immediate yelling and screaming that
it does. This is 800 numbers on phones, this is “free
shipping” from sellers, it's not any form of “discrimination”
unless you argue that anyone, using any form of com-
petitive business offer on the Internet, is “discriminating”
against those who could, but choose not to. But that’s
absurd. That would be the equivalent of freezing ever-
evolving technology and business plans, of suggesting
that all providers of broadband delivery platforms should
be required to provide flat-rate, unlimited use. In other
words, they want to prohibit “data caps,” and usage-
based pricing. That’s the real argument, not “net neutral-
ity.” The only beneficiaries are some “edge” providers,
who would prefer not having to compete in new ways.

Delivery providers have to constantly deal with “upgrad-
ing” because successful ones have ever-increasing
usage. That's good. The price for service volume tends
to decrease, or the quality (speed) of service increases.
That’s good too. Devising new alternatives for paying for
that use which reduce the ultimate costs to consumers
is something we should
cheer, not jeer.

T:202-630-2099
steve @effros.com

(Steve Effros was President of CATA for 23 years and is
now an advisor and consultant to the cable industry)

Satisfying.*

*Coming soon from CableFAX.




