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Failed Charter: Comcast Says Rule Kept it From Pursuing Stake in Cable Op
Comcast says it had to turn down acquiring minority ownership in another cable operator due to the FCC’s horizon-
tal ownership cap, which limits a cable operator’s ownership of multichannel subs nationwide to no more than 30%.
The name of the operator, which would have received immediate capital in the deal, is not given in court filings, but
the most likely candidate based on the description appears to be Charter. Comcast currently is at about 26%, so this
would be a relatively large operator to push it over the limit. “Several months” after the rule was published in the federal
registry in Feb 08, Comcast was approached by another cable operator seeking an investment of capital, program
management services and other valuable consideration, according to a declaration from Comcast svp, corporate dev
Robert Pick, who is responsible for all merger and acquisition activities involving the company. Comcast would have
acquired minority ownership interest. “This proposed transaction would have provided immediate capital, economies
of scale, and other benefits for the cable operator, and positioned Comcast to gain short and long term value from the
investment,” Pick said in the statement. However, Comcast determined that under FCC rules the proposed investment
would have resulted in the attribution of all of the cable op’s subs, thus pushing it over the 30% cap. Under the rules, an
entity is required to attribute 100% ownership of a cable op’s subs if it acquires at least 5% of the voting stock or 1% of
a limited partnership interest. Had the horizontal cap not been in place, “Comcast would have seriously pursued further
negotiations and due diligence with respect to the transaction, and the cable operator, its subscribers, and Comcast
would have had the opportunity to obtain the many potential benefits presented by the acquisition,” Pick’s declaration
said. “In addition, it was not feasible for Comcast and the cable operator to proceed with the transaction and then chal-
lenge the horizontal ownership cap when the FCC would act to block the acquisition.” Charter began bankruptcy pro-
ceedings late last month, seeking to reduce its hefty debt load to a manageable level. Comcast is seeking to overturn
and vacate the FCC’s horizontal ownership rule, with oral arguments held Fri (see “Cable Cap” below).

Cable Cap: Handicapping a court case is dangerous and near impossible, so we will refrain from attempting to pick a win-
ner in Fri’s oral arguments over the FCC’s 30% cable ownership cap. But we will note that some of the judges’ comments
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Fri signaled some reluctance to endorse the Commission’s attempt to justify a rule preventing cable ops from serving more
than 30% of multichannel homes nationwide. Should the Washington Post be prevented from having more than 30% of
home subscriptions in a market or Barnes & Noble be limited to 30% of the national market, Judge Brett Kavanaugh
asked FCC attorney James Carr. Carr argued that the cable ownership cap is different because it’s designed to protect
programmers. The FCC’s 30% cap assumes that 19min subs is the number needed for minimum viable scale for a pro-
gramming net, but attorney Miguel Estrada, who argued for Comcast, told the 3-judge panel that success at 19min subs
doesnt mean a net actually needs 19min subs. He also argued that a FCC study found that a net only requires 10.18min
subs from Day 1 to have a survival probability of 70% over the first 5 years (thus carriage on either DirecTV or DISH
would provide the same probability of survival). But Carr said consumers are unlikely to leave their cable operator for a
competitor over 1 channel that isn't carried on their system. Kavanaugh immediately responded, “Hasn’t that happened
with NFL Sunday Ticket?” Judge Raymond Randolph, however, did question whether subs would leave over 1 channel
rather than because of “terrible” service and noted that the FCC offered some logic behind the cap this time around. Com-
cast wants the rule not only reversed, but vacated. In a research note Fri, Stifel Nicolaus predicted that the court would
do both (the firm notes that telecom cases at the DC Circuit are rarely overturned). A decision is expected in June or July.

Legal (and Financial) Woes: The proceedings surrounding Charter’s seemingly well-received bankruptcy plan are
becoming quite thorny. According to reports, the US Trustee, a part of the DOJ that oversees bankruptcies, has filed
in US Bankruptcy Court in NY an objection to the MSO’s reorg plans, which it says doesn’t adequately explain why
Charter would release from liability and lawsuits former officers, directors, financial advisers and other parties. The US
Trustee also intends to investigate claims made against Paul Allen alleging a conflict of interest in Allen’s dealings with
debtors and his retention of equity under the reorg plan. And if that's not enough, Wells Fargo filed its own objection
this week, saying the MSO'’s plan is too risky and could necessitate a repricing of remaining debt at significantly higher
interest rates. This after a JP Morgan lawsuit that alleges Charter has violated its loan agreements and cannot legally
reinstate its debt. Charter has filed a motion to dismiss JP Morgan's complaint, and a hearing is set for May 5.

Netflix: Netflix continues to soar with an eye on increasing its online and TV distribution. “Given our momentum to date,
we are continuing to push up our streaming spending,” said Netflix chmn/pres/CEO Reed Hastings in an earnings call,
noting 920K net sub additions in 1Q, the company’s largest in history. Now with 10.3min subs, Netflix counts content part-
nerships with Starz, Disney Channel, Nickelodeon and Comedy Central, plus a distribution pact with TiVo.

Musing Martin: He couldn’t resist. Former FCC commish Kevin Martin named the cable industry when The Washington
Post’s Steve Peristein recently asked him to name a special interest that, during his tenure, “was really piggy and really out
of line and needed to be taken down a notch.” During the interview, available at Washingtonpost.com/wp dyn/content/vid-
€0/2009/04/22/\VV12009042202291.html, Martin said he felt constrained and failed to achieve any legislation to reduce cable
pricing because, in effect, cable and other special interests have too much clout in Washington. Also, Martin noted media
ownership as a particular issue that he found difficult to get addressed by the full commission. “For other commissioners, |
think particularly, it's easier to not decide because then no one is mad, then it is to decide a hard issue,” said Martin.

Editor’s Note: MSOs and independent cable ops are encouraged to enter our Top Operators awards program. It’s
easy, and there are no fees involved. Deadline is May 15; info at www.cablefax.com (click on “awards”).
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CableFAX Week in Review
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CableFAX Dally will publish a special supplemental Mid-Day Report, June 11,
profiling the winners of the Sales Executive of the Year Awards and the Sweet 16—with
special mention of the 2009 Hall of Fame Inductees. For event information and list of

Honorees go to: www.CableFAX.com/SEQY.

A Generous Distribution of the Mid-Day Report Will Include:

* Printed copies at the event for all attendees ¢ CableFAX Daily Subscribers
* Thousands more via PDF of the Mid-Day Report on CableFAX.com

For your Mid-Day advertisement booking and sponsorship opportunities contact:
Erica Gottlieb, Account Manager
212-621-4612; egottlieb@accessintel.com

Debbie Vodenos, Publisher
301-354-1695; dvodenos@accessintel.com

Publication Date: June 11

Sales Close Date: June 3
Artwork Date: June 5
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Independence Time...
Back to DC this week.

The American Cable Associa-

tion holds its annual meeting in the
nation’s capital as an excuse to
descend on the Capitol and lobby;,
lobby, lobby. Good thing, too.

On Tuesday morn-
ing, I’'m moderat-
ing a panel that
includes the ACAs
Matt Polka, the
NCTA’s Kyle McS-
larrow, the NCTC’s
Jeff Abbas, the
Arizona-New Mex-
ico (AZ-NM CTA)
Association’s
Susan Bitter-Smith (who also serves
as a board member with me of the
Cable TV Pioneers) and Public
Knowledge’s Gigi Sohn.

Paul S. Maxwell

Since we're in Washington and the
President is finishing his first 100
days in office, we're going to talk
about change.

Lots of change. Broadband stimulus.
Video census.

Things both very large and very
small systems need to be informed
about, consider and find ways to
cope... they want all the data in the
world for free!

A new Federal Confusion Commis-
sion. (The real question: will | have to
stop calling it that now that the alien
isn’'t in charge anymore?)

CableFAX

PR&GRAM AWARDS

Saluting Cable’s Top Shows,
People and Entertainment Icons

www.cablefaxprogramawards.com

A new Rural Utility Service. A new
National Telecommunciations In-
formation Agency. A new Congress.

We've got a nice array of views to
bring to the discussion.

From a more practical side, there’s a
panel on “Broadband Stimulus: Show
Me the Money” with the RUS’ Mary
Camanola, NTIAs Thomas C. Power,
ACA:s legal guy Chris Cinnamon and
Aurora Net's Ed Kopakowski.

There also panels with former ACA
leaders like Steve Friedman of Wave,
Jim Bruder of Harron, Patrick Knorr of
The World Company, Jim Gleason of
New Wave, Ben Hooks of Buford and
Steve Weed of Wave (too). The Wash-
ington political insiders panel features
Laura Abshire, legislative director for
Rep. Mike Ross (D-AR); Ryan Lee
Triplette, minority chief intellectual
property counsel for Senate Com-
mittee on the Judiciary; Neil Fried,
minority senior counsel for the House
E&C Subcommittee on Communica-
tions, Technology and the Internet; Tim
Powderly, majority counsel for House
E&C Committee; and James Reid,
Senate Commerce Committee.

And, did | mention the lobster bake
Monday night?

Random Notes:

* Want To Cringe? Go to
http://1800cabletvtheband.com/ and
click one of the “listen” bits to hear
“1-800-CABLETV - The Band” “per-
form” two songs... “Bundle Up” and

value to your viewers.

Entry Deadline: May 1, 2009

Late Entry Deadline: May 8, 2009
Luncheon: September 16, 2009
Location: Grand Hyatt New York, NY

“Save Save Save.” Hard to believe.
Sounds a little like a bad copy of the
one-hit-wonder studio band called the
Ohio Players (yummy? Not really).

* Daniels Fund: Nice to remember

Bill every year when the Fund awards
scholarships... some 250 or so “dia-
monds in the rough” will get needed
help to go to college. Two kids—
Anthony Love and Larnell Anderson—
got surprised last week when they
thought they were going to opening of
a YouthBiz center in Denver... instead,
they got scholarships. Both kids—do-
ing well as high school seniors—came
from broken homes and now live in
youth centers working hard to build
quality lives. Bill is still mentoring folks.

e CEA’s Hall of Fame: Will induct
Apple’s Steve Jobs in October...
finally? Along with Jobs, the CEA will
also induct Washington mega-lawyer
Dick Wiley for his help in pioneering
HDTV and Dr Joseph Flaherty (who
demonstrated HDTV to the MPAA in
1981—not the HDTV we've got today,
though). But NOT John Sie! Methinks
they overlooked an important piece
of HDTV’s history. Maybe next year.
(Anyone think the Cable TV Hall of
Fame should induct Dick Wiley?)

) R Hiras

Paul Maxwell

T: 303/271-9960

F: 303/271-9965
maxfax@mediabiz.com

From the most outstanding cable programs to the
best surprise ending, the Annual CableFAX Program
Awards honor the best in cable content and people.
Now’s your chance to get recognized for bringing




CONGRATULATIONS TO ALL NOMINEES AND WINNERS OF THE 2009 NAMIC VISION AWARDS!

Hosted by: Shaun Robinson of “Access Hollywood”

ANIMATION

BEST PERFORMANCE - COMEDY
BEST PERFORMANCE - DRAMA
CHILDREN’S

COMEDY

COMEDY

DIGITAL MEDIA - LONG FORM
DIGITAL MEDIA - SHORT FORM

DOCUMENTARY

DRAMA

FOREIGN LANGUAGE
LIFESTYLE
NEWS/INFORMATIONAL
NEWS/INFORMATIONAL
ORIGINAL MOVIE OR SPECIAL
REALITY

SPORTS

VARIETY/TALK SHOW

NAMIC 2009 Media Partners:

The NAMIC Vision Awards is the only competition recognizing
outstanding achievements in original, multi-ethnic programming.

EMBRACE DIVERSITY. EMBRACE SUCCESS.

Handy Manny | Disney Channel

Larramie Doc Shaw — “Tyler Perry’s House of Payne” | TBS

Benito Martinez — “The Shield” | FX Networks

Ni Hao, Kai-Lan | Nickelodeon

Ugly Betty | ABC Studios

Chris Rock: Kill the Messenger | HBO

Time Warner Cable’s Futbol Mania | Time Warner Cable

“Yes We Can,” Essence Election '08 | Telepictures Productions &
Time Inc.’s Essence Communications

CNN Presents: Black in America | CNN

Grey’s Anatomy | ABC Studios

Time Warner Cable’s Futbol Mania | Time Warner Cable

Down Home With The Neelys — “Pass It On” | Scripps Networks/Food Network

Black in America: Suicide Survivor | CNN

In Conversation: The Michelle Obama Interview | TV One

The Africa Channel Presents: A Night of Tribute | The Africa Channel

The mun2 Hook Up: Frankie J | mun2

The Secret Game | ESPN

The BET Honors | BET

EW, CableFAX Daily. Multichanneli

“What the Industry Reads First”

@visionveaic

SOUTHERN CALIFORNIA

NATIONAL ASSOCIATION FOR MULTI-ETHNICITY IN COMMUNICATIONS

NAMIC’s mission is to educate, advocate, and empower for multi-ethnic diversity in the communications industry.




