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1Q Preview: capex, Adelphia Systems, FiOS On Deck When MSOs Report Results
Comcast gets the 1Q ball rolling, reporting results next Thurs. Judging by analyst predictions, the MSO will once again
set the bar high for cable operating results. UBS’ Joseph Stein is expecting strong RGUs, particularly in basic video and
VolIP net ads. One issue Wall St will be watching is Comcast’s capex. While predicting strong financials, Oppenheimer’s
Tom Eagan told investors to wait until the results are reported before initiating new positions because the stock rose
significantly last week and 1Q capex could be more than the $1.425bIn run rate—like in the $1.5bin range. UBS didn’t
seem as concerned. “While we are mindful of capital expenditures as a potential inhibitor to future free cash flow growth,
we believe the success-based nature of the majority of capex spending and Comcast’s current investment in acquiring
subscribers will yield a resumption of solid free cash flow growth in ’08,” a note to clients read. Merrill Lynch’s Jessica
Reif Cohen strongly reiterated the firm’s “Buy” rating on Comcast, citing significant confidence in the management team.
Cable EBITDA growth estimates ranged from $2.6bln to $2.82bin for Comcast. The rest of the cable operators don't
report until the following week, with Time Warner Cable slated for May 2, the same day as Time Warner. It's harder

to get a feel for TW’s numbers. “Street expectations for the quarter are all over the map, especially for VoIP subs and
EBITDA margins, suggesting that some on the Street are likely to be disappointed,” Eagan told clients. He estimates
261K VolP adds and EBITDA of $1.3bln (32.8%) margin. Merrill Lynch, which reiterated its buy on TW Cable, estimates
236K phone adds, down 6% from last year to reflect an anticipated slowdown in historical TW systems and a rollout of
voice in acquired systems that is more backend weighted for '07. ML's EBITDA is $1.27bln (33% margin). The acquired
Adelphia systems in L.A. and Dallas are expected to impact TW’s basic sub numbers. The Street will also keep an eye
on Cablevision’s basic net adds (reports May 3) given the launch of Verizon’s FiOS service in NJ late last year.

TWC Shot Down: A NY federal judge denied Mon a Time Warner Cable motion for an injunction disallowing DirecTV
from airing a linear ad featuring Christopher Lloyd, who in his Doc Brown role from “Back to the Future” claims that the
satcaster's HD capacity will soon be larger than cable’s. The MSO alleged the spot makes false representations regard-
ing the satcaster's HD capacity and the pricing of its HD service, but Judge Laura Taylor Swain disagreed. “The commer-
cial claims that DirecTV will ‘soon’ have more than three times the HD capacity of cable, and the end of the current year,
2007, is certainly ‘soon,” she wrote, arguing that the DirecTV pricing was not false when the commercial was “viewed as
awhole.” In Feb, a NY judge enjoined DirecTV from using in any TWC market certain linear and online ads alleging its
HD picture quality beats TWC’s. The ads in question then were those featuring Jessica Simpson and William Shatner.

Bi-coastal TLC: Discovery is filling one of its highest-profiled vacancies, tapping Fox TV Studios pres Angela
Shapiro-Mathes as pres, gm of TLC. She replaces David Abraham, who joined English cable network group
UKTV. Shapiro-Mathes will start the gig July 1 and will be based in L.A.—making TLC the programmer’s 1st bi-
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coastal network with a presence on the West Coast as well as at Discovery’s Silver Spring hq. During her time at
Fox, she was instrumental in the production of series such as “The Shield” and “The Riches” for FX.

Competition: NY Atty General Andrew Cuomo slammed Verizon this week for providing “chronically poor” phone
repair service to many parts of the state. He called for the PSC to set stricter standards and mandate customer
rebates for poor service. While the PSC requires the telco to repair 80% of phone lines within 24 hours of a repair
request, the AG’s office found that Verizon failed to comply with the standards 35% of the time from 2002-2006.
Some individual repair offices had a failure rate as high as 82%, with Cuomo noting that offices with failing scores
include 7 areas where Verizon is building out FiOS. Verizon says it has put together a plan to address the problems
and that 1Q marked its best service numbers in NY in 5 years. Added a spokesman, “This single measurement is
just one of more than 1,200 the company is measured on each month.” -- AT&T plans to launch U-verse services
in the L.A. area over the next few weeks. It also announced that it currently owns 18K U-verse TV and Internet
subs. The telco said its video service installation rate has increased to 2K installs/week, a fivefold increase over the
Jan rate. Including U-verse and satellite customers, AT&T added more than 180K video subs in 1Q.

St. Louis, We Have a Problem: The Better Business Bureau said it has received more than 1.3K complaints about
Charter over the last 16 months, primarily for billing and collection errors and customer service shortcomings. The MSO
has responded to every complaint, but the unabated continuation of grievances is a cause for concern, said BBB trade
practice consultant Scott Thomas. “Numbers keep pouring in with no respite,” said Thomas. “Consumers have to go
through a nightmare to get any response [from Charter].” Charter said many complaints have stemmed from missed
service appointments, and that scheduling programs that track technicians’ progress and whereabouts are ameliorat-
ing the situation. St. Louis area vp/GM Stephen Trippe said a 33% reduction in BBB complaints has been achieved this
year over the last 6 months of ’06 and that Charter has no unresolved complaints with the BBB.

Deals: Gemstar-TV Guide and CBS inked a deal allowing for the digital distribution of Gemstar’s interactive program
guide data over CBS owned and operated stations and participating affils. As part of the deal, CBS and its affils will
have access to a portion of the guide’s ad inventory to promote their programming, both nationally and locally.

In the States: Time Warner Cable has started disconnecting some of its circuit switched phone systems and
transitioning those markets to VolP. The MSO plans to discontinue the service to about 6600 Dallas, TX-are subs
around May 15. -- Telemundo has rejoined the NAB, bringing its 16 nets back into the fold following parent NB-
CU'’s return to the assoc after a 7-yr absence.

‘Can We Talk?’ No! TV Guide Channel won'’t bring Joan and Melissa Rivers back for a 4th year of Red Carpet pre-
shows, instead tapping “Dancing with the Stars”/soap vet Lisa Rinna as its new awards show host and fashion expert.
Starting in Sept, Rinna will host 5 Red Carpet pre-shows a year. The Rivers launched TV Guide’s Red Carpet coverage
in Jan 05 after the net poached them from E!. TV Guide pres Ryan O’Hara thanked the mother-daughter duo but said
the net felt Rinna had several desirable traits and that stars would choose to chat with her. Rinna’s no stranger to the Red
Carpet, having done pre-show coverage for “Access Hollywood” and “Entertainment Tonight.”

Programming: AMC says it will continue to commit to miniseries, announcing 5 that are in development. The list in-
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Before you watch Idol, join former Idols Kimberly Caldwell,
Justin Guarini and reality pop-star, Rosanna Tavarez for the
ultimate pre-show with never-before-seen moments and

exclusive interviews.
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Think about that for a minute...

Watch Your Language

Nope, not talking about obscenity or indecency or the
whole Imus thing, here. I'm talking about how we de-
scribe and explain the issues that confront us as an
industry.

The new head of the National Association of Broadcast-
ers, David Rehr, in his first anniversary address to his
troops at the NAB convention, said he’s intent on “rein-
venting” the identity of the broadcast industry in Wash-
ington. He wants to change the dynamic of the various
debates they have with the cable
industry by changing the rhetoric.

Rehr made some valid points. The
main one is that the words we use
to describe an issue or the things
we offer often have a direct effect on
how our position is perceived, or the
product is accepted.

Steve Effros

Of course he is right, and his revela-
tion is nothing new.

He used as an example the effort by radio broadcasters
to promote “in-band on-channel radio.” It went nowhere
until they changed the moniker to “HD radio.” Unfortu-
nately, what he didn’t mention was that the new name is
really not accurate and intentionally confuses things with
HDTYV, but the underlying point was right. The public
didn’t “get it” until the right terminology was found.

Cable knows all this. “Pay Per View” versus “Video on
Demand.” “VOIP” versus “Cable Phone,” and the like. In
the regulatory setting, we are even more acutely aware
of it. The fight over “free TV” has never been accurately
portrayed. The public has always paid for that television
through advertising, but you have to admit... the name
worked! The same has been true in the “net neutrality”
debate. It's not really about unfettered access to the
Internet, but that rallying cry has certainly attracted a lot

of adherents who, when you talk to them at any length,
show that they don’t actually understand the issue or the
facts. But they were attracted by the rhetoric.

So now the broadcasters have decided they have to
change the words of their debates in an effort to get more
traction than they have gotten so far. The issues: multicast
must carry and “downconversion” of digital broadcast sig-
nals. OK, you have to admit, neither of those is a zinger in
terms of selling ideas. But the NAB alternatives don't really
sound much better. They want to accuse the cable indus-
try of “stripping” signals from the public. One problem that
immediately comes to mind with that image is that there
are few if any of those multicast signals in existence! We
can’t be stripping something that they’re not even wear-
ing... the Emperor already has no clothes! What he’s try-
ing to get is a government mandate that the public should
like his new clothes, and be required to look at them or at
least pay for their delivery before they’re even made! Nice
trick if you can do it, but leaving the First Amendment is-
sues aside, | don’t think that language is going to save the
issue for them.

Explaining the technical rationale as to why cable
should be prevented from being able to deliver televi-
sion signals so our customers can actually see them on
their existing television sets is going to be even worse to
encapsulate in one new word. Rehr is even suggesting
that the term “free, over-the-air broadcasting” is due for
a change. | certainly agree with him there! Maybe they
could think up an honest description this time. But again,
his point is well taken. We have to watch our language
as we try to explain our issues. The rhetoric and jargon
does matter. Watch your language.

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