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Xfinity & Beyond: Comcast’s New Brand, Challenge 2010, Solid Numbers
Whether you like or dislike Fancast Xfinity TV, the name Comcast chose for its TV Everywhere service, you're about to
hear it infinitely more. The MSO iis rebranding services under the Xfinity umbrella, launching the name in 11 markets next
week in a move that’s similar to Cablevision’s Optimum branding (ie, Xfinity Internet, Xfinity TV, Xfinity Voice). The name
will roll out to almost half of Comcast’s footprint in the next few months, with the majority of markets using the moniker by
year-end. Spots for the name will debut next Fri during the Olympics Opening Ceremonies in the initial markets (Boston,
Philadelphia, Baltimore, DC, Chicago, Portland, Seattle, Hartford, Augusta, Chattanooga, parts of the Bay Area and San
Francisco). Peel back the financials and NBCU (execs didn't say much on Wed'’s earnings call), and there were some
other interesting layers of the onion. Like Challenge 2010—that's what Comcast is calling a companywide initiative to
standardize processes to improve efficiencies and increase speed to market for new products. “This Challenge 2010 effort
is a way for us to take literally hundreds of millions of dollars worth of cost out of our business,” said Comcast COO Steve
Burke. Components include consolidating call centers, introducing more robust IVRs, increasing self-installs. CEO Brian
Roberts spoke a little about bringing Charter’s Neil Smit on board as pres of Comcast Cable, saying he will “add an
external perspective to help us accelerate and lead and make decisions.” Burke added: “He’ll have things that he does dif-
ferently than maybe | have, but | think in terms of philosophy... Neil is in the exact same place we are” Comcast expects
to substantially complete its wideband initiative early this year and go all-digital by year-end (it's at 60% of markets now).
Plans are in place to “significantly” expand wireless product High-Speed 2go beyond the 9mIn homes passed at the end
of 09, but no specifics. In Portland, roughly 40% of High-Speed 2go subs are new high-speed customers for Comcast.
Also notable: Comcast took fewer rate increases in 4Q09—6.8min vs 16.2min in 4Q08. As Burke put it, “You don’t want

to go through a tough digital conversion and raise prices at the same time.” If not for that change and a concentration

on Triple Play, Burke said the 199K basic subs lost would have been worse. Wells Fargo told clients Wed: “While we do
not necessarily like a ‘unit versus price’ mentality (especially in a mature space such a pay-TV), CMCSA also stated it is
focused on PROFITABLE revenue and PROFITABLE growth... We also note that ARPU did increase sequentially, unlike
in Q3. Indeed, revenue surpassed expectations with 2.9% growth to $9bln and net income of $955min. Operating income
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rose 3.4% to $1.82bIn, while free cash flow dropped 11.1% in the Q to $768min. Digital grew by 410K, phone by 243K and
HSD by 247K. Sanford Bernstein’s Craig Moffett called out Comcast’s programming group’s results with a research note
that began, “Welcome to the content business, Comcast. Ain't it a drag?” The programming division saw a 5% increase in
rev to $368min, but operating cash flow fell 17% to $46min reflecting higher program expenses and marketing costs.

Positive Gushes: Time Warner chief Jeff Bewkes and News Corp boss Rupert Murdoch are a bullish pair these
days. “Our true operating results for this past quarter were extraordinary,” said Murdoch Tues evening, calling News the
preeminent content creator as its cable segment reported record operating income of $604min (+35%) and 18% rev
growth last quarter. “We are on the cast of the digital dynasty for which our company and our shareholders will profit
greatly” Bewkes, discussing TW’s earnings Wed, said “we basically have the strongest suite of networks... in the TV
world,” noting record annual profits. “Demand for high-quality scripted programming seems to be going up, and that's
right in Time Warner’s sweet spot” he said. Turner/HBO delivered a 4% increase in 4Q rev growth, owing largely to an
11% rise in sub rev, and 32% growth in op income. Perhaps the greatest difference in the quarterly results of NWS and
TWX, however, regarded cable ad rev, with the former reporting high single-digit growth and the latter a 4% dip. The
reason: Turner’s in a bit of a ratings slump, particularly at CNN, its kids' nets and certain ent channels. “We will work on”
improving ratings, said Bewkes, who foresees ad rev improvement for Turner nets in 10 even if ratings don’t rebound
quickly. Both Collins Stewart and S&P maintained their ‘buy’ ratings on TWX shares, with Collins doubtful of a signifi-
cant softening in cable net ad spending and S&P seeing TNT and TBS as well positioned for an ad rebound. As for
HBO, Bewkes said the premium net’s “value proposition has never been better,” adding that ops’ recent chatter about a
worrisome decline in premium subs is overblown. TWX shares closed Wed down 2.1%, NWS’ up 6.1%.

Bring Popcorn: Comcast and NBCU's jv drives back-to-back hearings on the Hill Thurs, but the fun began on Wed with
Comcast evp David Cohen posting a blog entry at comcastvoices.com extolling the deal’s consumer benefits while detrac-
tors held a conference call to run through their list of complaints. Media Access Project's Andrew Schwartzman (who will
testify on the Hill Thurs) fretted during the call with reporters about Comcast-NBCU’s power in the online video market-
place, while Cohen’s blog pooh-poohed the notion by reiterating that the combined market share of the 2 is miniscule. ACA
was the only group on the call that didn't call for an outright blocking of the merger, with pres/CEO Matt Polka saying the
group wants serious conditions. ACA will get a voice at Thurs’ hearing as well, with member and WOW chief Colleen Ab-
doulah slated to testify. She will testify that the FCC and DOJ should seriously consider structural relief, including the dives-
titures of assets. “If the FCC and Department of Justice ignore or treat lightly the potential harms or provide inadequate
relief, the already disturbing trend of big content and distribution mergers will only accelerate,” according to her prepared
testimony. Wed'’s call also included reps from Free Press (which recently compared Comcast to Blackwater), Communi-
cation Workers of America and WealthTV. Brian Roberts and Jeff Zucker will be at Thurs’ hearing to present their side.

Competition: DISH bowed interactive service Tetris TV, which offers subs access to the game via remote. -- Veri-
zon bowed a digital coupon service for wireless and FiOS TV subs that offers savings at more than 20 grocery store
chains nationwide. Separately, FiOS TV launched its 1st Brazilian net, TV Globo Internacional, which is available
for $20/month starting Wed in CA and TX, and in other markets by week’s end.

In the States: Universal Sports is offering cable ops a 24/7 “freeview” of its programming through the Vancouver
Olympics (Feb 12-28). The net’s event coverage will include 5 hours of live daily news through 5 newly-created stu-
dio shows, plus continuous studio news updates every 30min and a live, up-to-date Olympic results ticker.

Online: NBCU Interactive licensed KickApps’ social media platform for use across a socially driven fan site launching
from Telemundo in the coming months and numerous local sites such as NBCNewYork.com and NBCMiami.com.

More Bragging: Jan became Nickelodeon’s most-watched month ever among total viewers (2.4min). -- A&E delivered
its best Jan ever among all key demos, including 18-34s (379K), 18-49s (851K) and 25-54s (917K). -- Disney XD’s new
Jan total day records include 6-14s (132K), boys 6-14 (84K), 6-11s (104K), boys 6-11 (65K), 9-14s (79K) and boys 9-14
(51K). -- USA exceeded its own cable records established last year for total viewers (3.27min) and HHs (2.42min) in
Jan. -- EV’s 455K total viewers in total day in Jan is a monthly record for the net. Ditto for sibling net G4 and its 120K total
viewers. -- HGTV delivered its highest-ever Jan prime rating ever among HHs (1.1), a 22% YOY increase. -- TLC’s Miss
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Think about that for a minute...

Must Reconsider

Every once in a while something happens that legitimate-
ly requires folks to reconsider what they are doing, why
and whether there’s another way to go. The most obvious
example of that was just witnessed in the often out-of-
control debate over health care. There is little argument
that something must be done, there is lots of debate over
what and how. The political winds shifted just at the end
of the process and now everyone is forced to reconsider.
That doesn't mean there’s no longer a need to do some-
thing. It just means there’s now an op-
portunity to reconsider what, and how.

In the television marketplace, the same
thing is happening, or at least there’s a
new potential for a significant shift that
could result in a healthy reconsidera-
tion. The subject is “must carry”

Steve Effros o ,
The original “must carry” rules were

put in place based on a theory that
said a new technology, “community antenna television”
could unfairly discriminate against a local television chan-
nel and intentionally block the “antenna” function in favor
of another channel. This was especially a concern if the
community antenna was owned by one of the competing
television stations.

So a whole set of rules were promulgated to assure that
local broadcasting was protected. Not only were there
“cross ownership” rules, but there were, more importantly,
the “must carry” rules. The community antenna had to carry
all local television signals. The cable industry fought those
rules but lost. The fight was really about our First Amend-
ment and Fifth Amendment rights, not about carriage so
much, because most cable operators want to carry all
channels that the consumer—our customer—wants to
watch. So there was very little incentive not to carry in the
first place, which was proved by the fact that for several
years the “must carry” regulations lapsed, and there was
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little evidence of the wholesale dropping of signals.

But things have changed. Broadcasters insisted on
“retransmission consent” as cable matured and it be-
came clear that it was the value of the programming to
the consumer that mattered most. If a broadcaster had
programming folks wanted to watch, there was no longer
a question of forcing the cable operator to carry. It was

a question of how much the broadcaster could get from
the cable operator for authorization to carry. It was only
the lower-value stations not particularly watched in the
community that stuck to “must carry”

Now Cablevision has brought a case back to the Supreme
Court and given it the opportunity to re-explore the whole
idea of “must carry” They should take it. | doubt they will,
but they should. Why? They could create the “shift” neces-
sary for reconsideration. Times have changed. The “value’
now tied up by the broadcasters still availing themselves
of “must carry” is the bandwidth they are using, which
everyone now acknowledges (except the broadcasters, of
course) could be put to better use. Spectrum is going to be
desperately needed by the wireless industry. Anybody with
an iPhone knows this. Broadcasters, however, are going to
fight any mandatory give, or take-back of spectrum.

But what if “must carry” was eliminated? Let the market
control through retransmission consent. If consumers
are not interested in watching a channel then the broad-
caster could “sell” the spectrum back to the government
for other uses. There would be no compulsion, the mar-
ket would decide the issue, the politics would be man-
ageable, and the likelihood is we could make significant
progress on two issues: must carry and spectrum real-
location. Even without Supreme Court action, it’s time to
reconsider.
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