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King Content: Cable Chiefs Talk Netflix, Women, CPMs

As Hollywood entertainment execs gathered in L.A. for a cable-themed HRTS lunch Wed, it wasn't long before someone
asked HBO programming pres Michael Lombardo to assess Netflix’s recent decision to release the 13 eps of “House

of Cards” all at once rather than piecemeal. After all, Netflix CEO Reed Hastings has often said he models the online
streaming service’s growth path on HBO'’s early days. Lombardo called the decision “ballsy” but said its ultimate suc-
cess remains unclear. “I'm not sure it’s the best way to keep a viewer engaged emotionally;” he said, noting however that
Netflix may have a different relationship with its subs than a cable net because it’s a “library service.” But in the end, “it’s
about content that resonates,” he said. “If people don’t respond to what you're offering, all of these other conversations are
meaningless.” AETN pres, entertainment and media Nancy Dubuc sympathized a bit with Netflix’s desire to let consum-
ers binge on content, and she noted the strategy enabled Netflix to create massive buzz, a tactic similar to History launch-
ing mini-series “Hatfield & McCoys” as a “TV event’ over 3 consecutive nights rather than spaced out over several weeks.
Concentrating all marketing power on a 3-night event helped the series break ratings records, which she dutifully noted
“was deliberately timed... for upfront negotiations.” Meanwhile, Dubuc noted challenges around Lifetime, which she said
in 12 saw its 1st positive ratings growth in 10 years. “It's a work in progress,’ she said, adding that she has heard too many
pitches about weddings, makeovers and fashion shows. “The number one show for women is ‘Walking Dead;’ she said.
“We're thinking about where we're going. What's on [the air] now is done.” Turner Entertainment Nets pres Steve Koonin
said cable remains the best place for those who value creative freedom more than broadcasters’ “syndication pot of gold”
Turner owns no best nets, so “we don't care if we offend people” when it comes to fighting for bigger CPMs, he said. “The
closer we get [to broadcasters], the more money we're going to be able to invest in original programming. We've got to
continue to beat the drum.” Lombardo agreed that cable’s now the place for “serious adult storytelling,” largely replacing
water cooler buzz once driven by theatrical movies. “It's not about the movie they saw over the weekend,” he said. “It's an
exciting time to talk about this” That prompted Koonin to address the elephant in the ballroom: “It may be the golden age
of television, but it's the Ice Age in here.” As Dubuc shivered in her sleeveless dress, moderator and Electus chmn Ben
Silverman took off his sweater and gave it to her. Chivalry, it appears, isn't dead. Perhaps a new series for Lifetime?

Spat: Cable One is warning customers that AMC is seeking a “520%” increase in the fees it charges, which could result
in the MSO dropping the channel and its sibling WE tv. More info at its Website: stopprogramminghikes.com. Cable One's
contract expires Mar 15. AMC Nets has run some messaging to Cable One subs. “While we are committed to negotiating
with Cable One and hope to reach an agreement soon, we are informing our loyal viewers that they may soon lose their
favorite shows on AMC and WE tv’ This isn't the first time the programmer has faced public carriage battles. Suddenlink
and AMC Nets briefly tussled publicly over price, with the MSO signing a long-term carriage deal ahead of the season
finale of “The Walking Dead” last March. AMC ran a campaign late last year warning Verizon FiOS subs they could lose
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the net, but a new deal was ultimately reached. DISH dropped AMC Nets last year for more than a month before returning
them. The programmer said the carriage drop centered on the now settled Voom lawsuit, while DISH contended the deci-
sion was unrelated to the lawsuit. There also was some rumbling at the beginning of the year that Time Warner Cable
could drop IFC and WE, but the MSO is siill offering the channels.

Retrans: Will they or won't they go dark? DirecTV’s retrans consent agreement with Sinclair expires at the end of Thurs.
There seems to be a differing of opinion. The DBS provider described the 2 as having made “significant progress” and
rejected the idea of 70+ stations going dark in 45 cities, including Minneapolis-St Paul and Columbus, OH. “We also an-
ticipate that, even in the most extreme case, Sinclair and DirecTV will agree to a brief extension beyond the initial Feb. 28
deadline to hammer out any final details.” Sources at Sinclair, however, said the broadcaster lacks confidence that a deal
will be reached and that it would only grant an extension if the 2 can agree on all business points being discussed.

Still Reverberating: A day after Cablevision fired an antitrust lawsuit against Viacom over wholesale bundling of nets,
the industry was still talking about it. And again, the statements were all coming from independent nets and MVPDs
sympathetic to Cablevision’s plight. Guess big media conglomerates will keep silent until they get slapped with a law-

suit of their own... Mediacom, which noted it could not comment on Cablevision’'s specific claims because no one has
seen the sealed suit yet, said tying practices hurt consumers by causing cable and satellite prices to rise at a pace that
exceed inflation. “Contrary to accusations by industry critics, cable companies are reluctant to raise video subscriber
rates because when we do, we lose customers,” the MSO said. “Mediacom does not make more money when we raise
video prices, since we remit virtually every penny of the increase on to the content owners. Over the last three years, the
increase in our programming costs was more than double the increase in video revenues, even after taking our subscriber
rate increases and equipment charges into account” Indie net RLTV said it hoped Cablevision's lawsuit would prompt an
industry discussion. “The process in recent years for startup network brands to gain critical distribution mass has increas-
ingly required playing on a very uneven playing field. Startup independent networks do not have the benefit of other
sibling networks to help gain awareness and other benefits,” RLTV pres/CEOQ Paul FitzPatrick said.

Minding Media: The same day Senate Judiciary held a hearing on banning assault rifles, the TV and film indus-
tries announced a campaign to help parents better manage media. The campaign will include “television PSAs, edu-
cational and informational Websites, in-theater advertising and other media,” said the announcement from NCTA,
MPAA, NAB, NATO, ACA and the member companies of those groups, as well as DirecTV and Verizon FiOS. In
addition to PSAs, the groups announced the redesigned TVBoss.org, which offers info on ratings, parental controls
and media literacy. For theatricals, there is FilmRatings.com. Public service initiative related to mental health also
will be developed. Separately, Senate Commerce chmn Jay Rockefeller (D-WV) released a list of priorities for the
cmte this term. Among them is studying the impact of indecent media on children.

Broadband Stimulus: The House Communications subcmte’s broadband stimulus hearing got heated Wed when
several GOP members hammered NTIA admin Larry Strickling, citing allegations of waste, fraud and overbuilding. Billions
in funding has been wasted extending broadband to areas served by exiting providers, several Republicans said. Rep Joe
Barton (TX) even proposed returning the $2.5min that hasn't been spent to the Treasury, in light of the sequester cuts. Sev-
eral stimulus projects that were suspended, including the Eagle-Net Alliance in CO, were a focus of CO Republican Rep
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Cory Gardner’s contentious exchange with Strickling. Critics like the CO Telecom Association alleged that Eagle-Net is
overbuilding networks in served communities. Since most of the RUS funding to the group’s members is through loans, not
grants, overbuilding threatens the financial stability of its members and ultimately to RUS if the ability to re-pay the loans is
compromised, said Pete Kirchhof, evp of the CO Telecom Assoc. The group asked subcmte members to “strongly encour-
age EagleNet to negotiate in good faith with local providers to use existing local facilities” and deploy remaining funds to
areas “where it is badly needed.” Adding middle-mile networks, which is the goal of NTIAs BTOP program, isn't overbuild-
ing because of growing bandwidth demand, Strickling countered. CO Democrat Rep Diana DeGette volunteered to sit
down with the parties involved to help “make peace.” Under the stimulus rules, funded projects have to generate sufficient
revenue to pay for operations and other expenses. “Is EagleNet sustainable financially?” Gardner asked. “That’s still to be
determined... Ultimately, financing is a concern,” Strickling said. He hopes the suspension of the project (due to environ-
mental issues) can be lifted soon. Meanwhile, an audit found a WV project used stimulus funds to buy enterprise-grade
routers for small libraries, subcmte chmn Greg Walden (OR) noted. Strickling said the project received heavy discounts for
the high-end equipment, so it's more cost-efficient to buy them vs lower-end routers. Democrats mostly defended the pro-
gram. “l don't really understand how any of my colleagues can argue that providing better, faster Internet and more digital
literacy training to underserved and unserved areas of this country is something we should criticize,” said Mike Doyle (PA).
The program isn't perfect but “you can't imply that the program is a waste of government money;” he said.

Clearwire: The Clearwire-Sprint-DISH love triangle continues. Clearwire confirmed that it's tapping $80min in financ-
ing provided by Sprint. The 4G service provider said it hasn't decided whether to take additional financing from the car-
rier and intends to continue talking with DISH about a potential deal. The Sprint financing is in the form of exchange-
able notes that may be converted into Clearwire shares (which would give Sprint a larger ownership stake of Clear-
wire). It remains unclear what DISH'’s response to this will be, however Clearwire’s share price continues to trade above
the $2.97/share offer price from Sprint, Stifel Nicolaus analysts said. DISH’s bid for Clearwire is $3.30 a share.

Upfronts: Nick’s upfront didn't shy away from the challenges the net has faced, including a ratings dive last year. But it's
looking forward—and for funny. Nick group pres Cyma Zarghami attributed the challenges to the shifting landscape, char-
acterized by fragmentation and multiscreen viewing. Nick’s answer is to develop a strategy to serve its new target demo,
which “for the first time in 20 years” isn't Millennials, Zarghami told advertisers Tues evening. For this new kid audience,
dubbed post-Millennials, “funny is everything,” she said. For this generation, “funny is a badge of honor,” said Jane Gould,
svp, consumer insights. Strategically, Nick has “hit a generational reset button,” said Viacom pres/CEO Philippe Dauman,
and is currently “reinventing” the network. Animation is a big part of the plan—with more announcements on that front
coming soon. New series include “Sanjay & Craig” (premieres this summer), a 20-ep, animated series about a boy’s
adventures with his best friend (a snake), “Monsters vs. Aliens,” inspired by the DreamWorks Animation 2009 film, and
“Rabbids,” the animated physical comedy about silly, rabbit-like creatures. It has renewed the Animated Shorts Program,
which recently produced 12 online shorts, 5 of which were developed into long-form series. The program this year will
include a minimum of 10 shorts and feature comedians, artists and directors. Additionally, the net has launched a “sketch
lab” for developing new sketch comedy series on both coasts, featuring known comedians like Nick Cannon and new
talent. Bringing content to new platforms also is top of mind. The net launched its Nick App last week, which Zarghami
referred to as a “creative sandbox,” an incubator for both short- and long-form content. The app features ad-supported,
authenticated content as well. “Nick Studio 10,” a live, daily show in which kids are challenged to develop funny content
and ideas, will debut this spring on the app and on the network. Also in the works: redefining its preschool audience. More
“Dora the Explorer” episodes, a spinoff called “Dora and Friends” (premieres *14) and 3 new shows were announced: the
net’s first literacy show, “Wallykazam!” ('14), the animated, STEM-themed “Blaze and the Monster Machines” ('14) and the
net’s version of “Peter Rabbit’ (premiered Feb 19). On the live-action front, new programs include show “Sam & Cat,’ fea-
turing stars of “iCarly” and “Victorious,” “Wendell & Vinnie,” a comedy about a bachelor and his nephew, and “The Haunted
Hathaways,” which follows a family coexisting with ghosts.

Research: ESPN ranked as #1 in terms of the percent of affiliates ranking it as very important for subscriber reten-
tion and acquisition (95%). ESPN also had the highest avg perceived value among affiliates at 82 cents, followed by
ESPN2 at 52 cents and Fox News at 47 cents. Also ranking high in terms of importance in keeping and acquiring
subs was Dishey Channel (73% called it very important), Fox News (73%) and Discovery (71%). The study also
looked at which organizations operators with 100K+ subs found helpful in selling HSD, HD and VOD. Disney/ESPN
was tops again, with 71% calling it very helpful. Discovery and NBCU Cable were a distant 2nd with both at 50%,
followed by NFL Net (46%). Disney/ESPN also was the most mentioned in terms of providing help with multiplat-
form services (49%). NBCU and Turner were mentioned by 24% of ops.
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The CableFAXIES Awards salute the year’s most outstanding communications initiatives and programs in the highly
competitive and dynamic Cable arena. The coveted awards set the industry benchmark for excellence across all areas of
PR and Marketing. The winners and honorable mentions will be saluted during an awards event in May 2013 in NYC.
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Think about that for a minute...

Briefly

Commentary by Steve Effros

The name of this column urges you to think about the
things I’'m writing about for just a little while. Well, there’s
lots to think about these days, and I'll do it in more
depth, later, but you can start with these;

The Cablevision Case. Kudos, again, to Cablevision
for going to Court to see if we can get answers to big
issues facing the industry. This time it's wholesale bun-
dling that has gotten way out of control. The owners of
lots of channels are in essence forc-
ing cable operators to buy all of them

if they want any of them. It’s putting a
major strain on our systems and our
customers. Yes, | know, the instinct is to
immediately equate this with the whole
a la carte question at the retail end.
But that’s a mistake. The legal issues
and tests surrounding wholesale and retail bundling are
entirely different. As we all know, at the moment retail
bundling is a requirement of the wholesale agreements.
So the battle to break this whole thing apart has to start
at that level, and Cablevision has apparently filed a
pretty substantial case. We'll see.

E

It won't be easy, since the big problem will be trying to
define so-called “must have” channels, which provide
incredible negotiating leverage, from the “ancillary” chan-
nels, as Cablevision calls them. That’s going to be tough.
But it's a worthwhile effort, just as their battle to legalize
‘remote DVRs” was. Just ask Aereo.

Speaking of Aereo, lots more hot Aereo, with loads of
PR and press, but not very meaningful yet. They say
they are expanding, but no numbers. They are starting
to do local advertising, but the key question is... can
they have a business plan that contemplates not pay-
ing for the broadcast programming they are delivering
as the core of their service? | don't think so. Either way,

CableFAX Webhinar

cable wins. If they have found a cute, technical gimmick
“around” retransmission consent, then we can use it too.
However, if they win in court, my guess is the laws will
be clarified to take the “win” away. | just don’t see the
broadcasters standing out in the political and economic
cold any time soon.

“Cold” is the only way you could describe the reception
the FCC got this week before the Court here in Wash-
ington when they tried to defend the absurd application
of their rules that required Comcast to treat the Tennis
Channel the same way they treat sports channels they
own. The Judges made it pretty clear, although there is
always a chance for a surprise, that they were going to
call a “foul” There are three different theories of why the
FCC got this one wrong; procedural, factual and Con-
stitutional. | think they were wrong on all three counts,
but the likelihood is that the Court will take the simplest
way on this one and just throw the Commission out on
procedural grounds, so we won't get to the real issues,
particularly the Constitutional ones, which | think will
eventually totally disqualify the Commission as a pro-
gramming referee.

Finally, a short-take on the continuing PR around

the way Netflix has offered “House of Cards.” If | can
subscribe for one month, in essence buying a 30-day
window to binge and watch a great new series, and then
drop the subscription until there is another one, isn't Net-
flix experimenting with a la carte? They're facing a grow-
ing “567 channels and nothing to watch..” problem with
their older movies library. This expensive binge-watching
“answer” could backfire.

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)
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