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Retrans Peace? Broadcasters, Cable Ops Preparing to Break Bread

We don't know about peace, but there is an effort underway for broadcast and cable to at least sit down and talk. The
CEOs from various cable operators and broadcast groups plan a retrans consent powwow later this month, following
some initial conversations between NCTA’s Kyle McSlarrow and NAB’s Gordon Smith. There have been similar discus-
sions over the years between NAB and NCTA, and nothing has come of it. But perhaps the pending retrans probe at the
FCC will result in a different outcome. We hear there is some receptivity among FCC commissioners on cable and broad-
cast presenting some sort of voluntary agreement on retrans. And it could ease fears about potential unnecessary conse-
quences from asking the govt to get involved. Still, it's way too early to predict what, if anything, might happen. The Com-
mission is soliciting comments on a petition by Time Warner Cable and others to change the retrans consent process.
Specifically, petitioners want the FCC to consider arbitration and forcing continuation of a broadcasters’ signal during a
retrans consent dispute. The issue gained more attention after public showdowns between Cablevision and Disney-ABC
as well as Time Warner Cable and Fox. Sanford Bernstein’s Craig Moffett on Wed predicted the broadcast stations’
0&0s can achieve avg affiliate fees of 70 cents/sub over the next 3- 5 years. But unlike others, he’'s more skeptical that
station owners sharing retrans rev will be a meaningful contributor to conglomerates over that time period. That's partly
because many deals appear to be at least 4-6 years away, but he also believes many station owners are “undersized” to
extract “conglomerate-like” pricing deals. Moffett also suggested that any upside to retrans revenues might be given back
for rights to the NFL, NBA, NCAA, MLB and Olympics, as he sees the price being bid up for live sporting events.

Broadband Plan: Saying the FCC’s Natl Broadband Plan is “long on vision but short on tactics,” Sen Commerce chmn
Jay Rockefeller (D-WV) challenged the FCC Wed to “make the hard choices” that will bring broadband to the entire coun-
try. “Putting ideas on paper is not enough,” he said, counting 139 “Congress should's” in the doc. “Just seeking comment
on a slew of issues is not enough” FCC chmn Julius Genachowski, the sole witness at the Commerce hearing, said ac-
tions already have been taken, such as expanding the E-rate program, with more actions are scheduled (like next week’s
gateway and CableCARD items). As expected, the recent Comcast-FCC ruling took center stage with Republicans en-
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couraging a light regulatory touch and Dems advocating more regulation. “In the long-term, if there is a need to rewrite the
law to provide consumers, the FCC, and industry with a new framework, | will take that task on,” Rockefeller said. Calling
on the FCC (not Congress) to respond aggressively to the Comcast ruling, which calls into question the FCC'’s authority
over broadband, Sen Byron Dorgan (D-ND) said “we need a referee with a striped shirt and whistle to call the fouls.” Gen-
achowski said no decision yet on how the FCC will proceed following the Comcast ruling. Ranking Member Kay Bailey
Hutchison (R-TX) warned against the FCC overstepping its authority, saying that if the FCC were to reclassify broadband
under Title Il without a directive from Congress “the legitimacy of the agency would be seriously compromised.”

In the Court: DirecTV and DISH have agreed to drop their lawsuits and counterclaims over DISH’s “Why Pay More”
TV spots, according to court docs. No further details were included. DirecTV filed suit in NY in Feb seeking to stop
DISH from engaging in “blatantly false and misleading advertising,” with DISH firing back with counterclaims.

Competition: Verizon and Motorola have teamed to create and trial 2 new set top models that are up to 30% more
energy efficient than current models. 1 of the models also offers double the amount of storage capacity for digital
video recordings. Select FiIOS TV markets will stage the trials later this year.

Carriage: Mediacom is set to launch Epix and Epix HD next week in IL and IN, with no current plans to expand it further.

VOD: Comcast will soon bow in more than 70 markets Homes TV On Demand, featuring local real estate listings.
Comcast Spotlight will help the channel generate rev through ads and lead generation and customer referrals for
interested licensed realtors. -- FiOS TV’s on demand platform is offering through May 10 “Spin the Bottle,” an interac-
tive music show available within Interactivation’s Concert.TV VOD net that allows viewers to use their remote to
select musical performances and roam through various rooms of an exclusive music party as a virtual guest.

Charter News: Compared to pro forma data from a yr ago, Charter’s approximated 1Q results include rev of $1.74bin
(+4.5%) and operating costs and expenses of $1.10bin (+5.1%). The MSO said customer growth in digital video, HSD,
phone and commercial spurred the rev increase, and noted the following sub adds: -23.4K basic (flat YOY), 95.8K
digital (compared to 25.6K), 103.7K HSD (71.9K) and 66.9K residential phone (70.4K). Capex totaled $310min in 1Q,
compared to $269 a yr ago, and full-yr capex is expected to run $1.2bln as Dec targets include SDV rollout to 60% of its
footprint and DOCSIS 3.0 to half. As of Mar 31, cash tallied $254min, debt $12.8bin. On the financial front, Charter and
subsidiary CCO Holdings launched cash tender offers for sr notes due 13 and ’14, respectively (and totaling approx
$1.6bin), and CCO plans to offer for sale an aggregate of $1.6bin in 2 tranches of sr notes due ‘18 and '20. Moody’s
assigned a B2 rating to the new notes issuance and an SGL-1 speculative grade liquidity rating to Charter’s indirect
intermediate holding company, CCH II, reflecting an expectation “that Charter will maintain a robust liquidity profile over
the next twelve months.” Moody’s pegs the MSQO’s 10 cash flow at approx $500min and growing.

Mobile: With plans surrounding Cox’s mobile play (services, rollout timing, pricing, etc) expected shortly, Cox Me-
dia Group announced plans to form with 11 other broadcast groups including Belo, Hearst TV, Fox and IONTV a
standalone jv to develop a national mobile content service using existing broadcast spectrum. The entity will allow
members to provide to mobile devices content such as live and on demand sports/ent programming.
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Think about that for a minute...

If 1 Were King

What would you do if you could just change things
around in the cable industry? | don't mean the “big”
battles, like “net neutrality” and common carrier, |
mean the day to day stuff that you run into all the time
both as a representative of the cable industry and as
a customer?

| know some of the things | would do if | were King;

For instance, as I've mentioned here on numerous oc-
casions, and gotten a lot of agreeing emails in return,
| don’t think there’s anyone who
watches television—with the possi-
ble exception of the ad sales folks—
who likes those damn logo “bugs”

at the bottom of every screen. OK,

| understand, they were put there
because ratings depend on view-
ers knowing what channel they are
watching. But do they have to be
animated? Do they have to now flash and intentionally
vie for the attention of the viewer’s eye in the middle
of a program? Is it really necessary to convert them
into incessant promos during the show | am trying to
enjoy?

Steve Effros

| don’t enjoy it any more. As a matter of fact, it gets me
really angry—especially when it’s particularly insensi-
tive to what’s on the screen. The best (or worst, as the
case may be) example | can think of recently is the
program that | just lauded in this column a few weeks
ago; Discovery’s “Life’

C’mon, folks! You spent millions of dollars and years
of effort with some of the newest and finest photo-
graphic gear in existence to get some of the most
remarkable nature footage there is. You spent more
millions promoting how incredible the photography
was. Then you defile it with an animated logo con-
stantly turning in the lower right corner (on the shark’s

fin as it comes out of the darkness) of the screen?
This is just absurd. Give the viewer a break. Of all the
companies that | would have thought would be sensi-
tive to this defacing of truly artistic work, Discovery
would be it. Really disappointing. Don’t you think we
will remember it’s the Discovery Channel that’s show-
ing “Life”? OK, put the logo out there for a minute or
so after each break (notice that the advertisers don’t
have it on during the ads!) But the rest of the time, let
us enjoy the wonder of what you’ve done, rather than
wonder why you'’re doing it! It ruins the experience.
What a shame.

OK, | feel better after that rant, so now let’s go to the
next thing; what to do about VOD, which is getting
easier to use with all the search functions on the new
program guides. Not there yet, but getting there. So
why is Netflix and “broadband” distribution of movies
to the television set getting all the buzz? It’s in part
because with Netflix you pay one fee and can watch
from a library of movies each month, and with VOD
you pay one at a time.

| admit, | haven’'t done the economic study. I’'m sure

if the Netflix-type model wasn’'t around you could
make more for each movie, but it is, and it’s gaining
momentum. So here’s the deal; offer me a “subscrip-
tion package” of movies on VOD. The new ones, the
‘R’ list can still be sold individually until they get into
the package window, just like Netflix, but why let them
take the business away from us when our technology
can do it better?

Just a few things | would do if | were King.

T:703-631-2099
steve @effros.com
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