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McDowell’s Take: Open Net Proceeding Has Big Problems, Retrans Arbitration Iffy
Never a big fan of net neutrality regulation, FCC commish Robert McDowell warned Fri that the recent Comcast court
decision puts the agency’s open Internet proceeding in “big trouble.” Net neutrality is teed up in the Broadband Plan, and a
rulemaking is pending at the FCC. Speaking to reporters Fri, McDowell said he doesn't think the courts will allow the FCC
to classify broadband under Title Il, nor does he believe there is any avenue under Title I. But he rejected the idea that the
DC Circuit decision nixes other key areas of the Broadband Plan. For example, he doesn't believe the decision, which said
the FCC overstepped its bounds in sanctioning Comcast in the BitTorrent case, impacts the FCC'’s authority to reform
universal service or increase wireless spectrum. So, does the decision mean broadband providers can block P2P traffic?
“Someone else would have to look at that under an antitrust context. | think there are laws on the books right now that help
prevent anticompetitive conduct. The word that we really need to use is ‘anti-competitive’ vs ‘discriminatory;” McDowell said.
The Republican’s briefing with reporters touched on a myriad of issues, including retrans. McDowell has always doubted
the FCC’s statutory authority to change the retrans process and noted Fri that the “vast majority” of retrans negotiations

are worked out in the market. “We are limited at looking at good faith vs bad faith behavior,” he said. “The statute is actually
very clear that merely asking for more money does not constitute bad faith” The FCC is currently soliciting comment on

a petition to reform retrans, including setting up an arbitration process. It sounds like that will be a hard sale for McDowell.

“l do have concerns that should the Commission set up a regime for arbitration here at the Commission, that it might not
survive on appeal,” he said. Also of note, McDowell suggested it may be time to revive downloadable security for set-tops—
an issue that pretty much died when the FCC'’s set-top integration ban went into effect in ‘07, He raised the specter at Wed's
open meeting, which included approving a Further Notice of Proposed Rulemaking on CableCARD issues. The commish
said Fri that he believes downloadable security could be “very consumer friendly” and a “win-win” for all parties.

On the Hill: The Sen Committee on Small Business holds a hearing Tues on federal efforts to expand small busi-
ness Internet access. The witness list includes FCC chmn Julius Genachowski, NTIA’s Larry Strickling, RUS admin
Jonathan Adelstein, ACA chmn/Wave Broadband COO Steve Friedman and NAB chief Gordon Smith.

Online: Netflix’s bang up 1Q included a record addition of 1.7min subs, record low churn and news that 55% of all the
co’s customers streamed a TV ep or movie for more than 15min during the Q, up from 36% a yr ago and 48% in 4Q. “Our
approach and objective with respect to the streaming is to improve the overall quality of the service by year-end,” said
CEO Reed Hastings. “That serves the long-term strategic objective of improving the value proposition.” Hastings cited
VOD product improvement by MSOs as a key competitive threat, and said TV Everywhere initiatives compete “for [cus-
tomers’] time at least” There’s not much evidence that consumers are cutting the cord in favor of Netflix only, he said.

Ratings: ESPN’s 230min block of 1st-round NFL Draft coverage earned a 5.3 HH rating and delivered 7.29min avg
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viewers, marking a 23% YQY increase in the former metric. The telecast now ranks as the 5th most-watched cable pro-
gram of the year among HHs (5.27min) and the 8th most-watched among viewers. Together, coverage on ESPN and
NFL Net drew 23.3min total viewers (+48% YQY), according to the NFL, and avg viewership of 8.3miIn viewers (+33%).

Earnings: LodgeNet reported a 8.2% dip in 1Q hospitality rev to $116min, owing to an 9.7% decline in guest ent
rev that was partially offset by a 4.6% rise in hotel services rev.

Programming: Cooking Channel, launching May 31, revealed its programming slate, which includes Iron Chef Mi-
chael Symon’s “Cook Like an Iron Chef” and “Drink Up” hosted by Dr. Mixologist, Darryl Robinson. Also on the sched-
ule is a classic cooking block featuring Julia Child and “Galloping Gourmet.” -- Showtime picked up Lisa Kudrow’s
Web series “Web Therapy” for air beginning in *11. Kudrow plays a self-professed psychotherapist who treats patients
via webcam in the series now available at www.Istudio.com/web-therapy. -- Spotlighting comedian Louis C.K., FX’s
“Louie” bows Jun 29 following the season 6 premiere of “Rescue Me.” -- Narrated by John Goodman, TLC’s “Best Food
Ever” (May 3) counts down in each ep the country’s top ten food destinations in a specific category.

Honors: HBO led all recipients in earning 4 NAMIC Vision Awards, including for Best Drama (“The No. 1 Ladies’ Detec-
tive Agency”), Best Comedy (“George Lopez: Tall, Dark & Chicano”) and Best Doc (“By the People: The Election of Ba-
rack Obama”). Nickelodeon and NBC notched 2 honors apiece, and 1 each went to Comcast, Discovery en Espanol,
EbruTV, CNN, TNT, VH1, ESPN, and BET. Go to www.namic.com for complete info.

On the Circuit: The PA Cable Academy has rounded up an excellent group of cable execs for its Apr 29-30 confab at the
Sheraton Harrisburg-Hershey. The lineup includes Bresnan evp/COQ Steve Brookstein; Cox svp/GM Paul Cronin; Com-
cast svp Rick Germano; and presidents Ed Holleran of Atlantic Broadband, Jeff Ross of Armstrong and Tom Marturano
of MetroCast. -- NCTA bowed a new smartphone app for attendees of The Cable Show that’s compatible with iPhone
OS and Blackberry handsets and features detailed exhibitor info, real-time alerts and session schedules. -- The pres and/
or CEO of all 11 recipients of WICT’s PAR Excellence Awards, including pres Pat Esser for top op Cox and pres/CEO
David Zaslav for top programmer Discovery Comm, will accept the honors at The WICT Signature Luncheon during
The Cable Show. Style Net pres Salaam Coleman Smith is the event’s honorary chair, and Lisa Ling will keynote.

Business/Finance: Barclays Capital analyst Anthony DiClemente his CBS target share price to $18 from $17, citing the
broadcaster's March Madness deal with Turner that's expected to improve the tourney’s profitability going forward. DiCle-
mente expects CBS broadcast will report 1Q rev growth of 12.4%, the co’s cable nets 7.3%. -- Time Warner’s Baa2 rating
for new note issuance is unaffected by Turner’s March Madness rights partnership with CBS, said Moody’s, which none-
theless noted that “despite equal upside potential [for Turner] on the direct advertising and sponsorship profits, and the po-
tential for raising carriage fees... there is added risk to profitability if those carriage fee increases cannot be achieved given
what we expect to be thin ad generated profit margins at best on these expensive rights” The firm also called it “highly like-
ly” that airing more games means “a greater revenue pool opportunity to be shared by both companies”” -- Atlantic-ACM
said the proposed merger of CenturyLink and Qwest will form the 3rd-largest business player holding 7.6% market share
(behind AT&T and VZ) and 4th-largest consumer phone provider (also behind Comcast). The entity would count 17.3min
access lines, 5.2min broadband subs, 174K miles of long-haul fiber and approx $5bin in pro forma enterprise revenues.
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JW Marriott Los Angeles
at L.A. Live

900 West Olympic Blvd.
Los Angeles, CA 90015

5:30 p.m.
VIP Reception

6:00 p.m.
Cocktail Reception/Check-in

7:00 p.m.

Dinner and Induction Ceremony,
including a special tribute to
Bill Bresnan.
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