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Talking Shop: Small Ops See Big Numbers with Commercial Services, HSD

With the large, publicly traded MVPDs having wrapped up quarterly earnings reports, smaller operators on Wed got a turn
to present their 1Q views at the Broadband Cable Assn of PA’s annual Cable Academy. And like their larger brethren,
they are seeing plenty of opportunities in the commercial business space. “We're taking 2K unsolicited calls from busi-
ness every month looking for alternatives to ILECs for DSL and even phone,” said Dave Dane, Atlantic Broadband'’s svp,
ops. Making commercial even more attractive is that the existing residential infrastructure has been able to serve business
customers thus far, he noted. The spike in commercial services business was reported by others. Service Electric Cable-
vision svp Mark Walter said that even when his company isn't the primary provider for a business, it's getting business

as a back-up provider to provide redundancy given the importance of data. ‘And that’s a foot in the door;” he said. While
HSD and voice are the primary products for commercial services, video is also seeing traction. Residential video has seen
losses, but Atlantic Broadband’s commercial video business has been growing nicely at nearly 5%/year, Dane said. All
of the companies on Wed'’s panel obviously operate in PA, which has fared better than many other states in the economic
downturn. The Bureau of Labor and Statistics shows the state ranked 28th in Mar for unemployment. Atlantic Broadband
is seeing some new HH formation in some areas of the state that Dane believes is coming from the fracking and mining
industry. For the much smaller Nittany Media, there haven't been a lot of housing starts, said vp, gm & CTO Michael Hain.
But there is growth, and Nittany is getting a few more of the nonvideo subs. “I'm not sure if that’s related to over-the-top or
competition with satellite,” he remarked. Non-video sales are making up about 35% of Atlantic Broadband’s connect activ-
ity, according to Dane. “l don't think it's cord cutting. | think it's the faster speeds chipping away at the DSL market,” he said.
Armstrong vp, cable marketing David Wittmann noted that bandwidth usage is accelerating exponentially at his company,
in some cases it's gone up by 40% YOY. Nittany saw similar spikes in Dec '10, but it has since leveled off. Hain attributes
some of that to people becoming less infatuated with Netflix. “I think people have watched all the shows of ‘Lost’ they need
to see. It was sort of a fad,” he said, reminding the audience of how much Napster helped the cable modem business in
its heyday. In other trends, the operators are generally seeing declines in call volume thanks to improving reliability of plant,
more info available online and less billing questions due to bundles. “Those calls that do get through are more detailed
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questions about products or how to help with what they're trying to accomplish,” said Wittman. Similarly, Dane reported a
trend toward longer calls with Atlantic Broadband seeing the avg length of time for a call increase to about 6 min. Program-
ming costs didn't come up as much as one might expect, but Hain did raise the alarm about “unbridled” growth. He said
Nittany recently had to implement its largest rate increase ever, 10%, to cover retrans costs. HSD, which the panel agreed is
the future of the industry, is another matter. “Our Internet product is going to continue to grow. [And we've] never increased
its price in 15 years,” Wittmann said. Walter said Service Electric Cablevision's 50Mbps Wideband offering is “probably our
hottest product right now.” And customers are buying it in bundles—meaning it’s not the cord-cutters wanting it.

At the Portals: Public Knowledge continued its quest to shed more light on the Verizon Wireless and cable’s deals,
asking the FCC to make more info of the Joint Operating Entity available to the public. While the companies say the
JOE is a precompetitive R&D jv to develop and license new technologies integrating wireless and wireline networks,
PK argues that it's a template for a cartel between the providers. “This information is not commercially confidential and
offers no competitive advantage to other companies, but does shed light on the management and motivations of the
JOE, information that is critical to public review and input in this proceeding,” PK said in a FCC filing.

Daytime Emmys: Disney may be making some ratings gains on Nick, but the Viacom net has the bragging rights
for Daytime Emmy nominations. With 40 nominations, Nick has the most of any cable net. ABC has the most nods
overall (56). Other cable nets scoring multiple nods include The Hub (14), Food (12) and Disney (6). Nick’s “Pen-
guins of Madagascar” and “Kung Fu Panda: Legends of Awesomeness” lead the cable show nominations with 8
apiece. The Hub’s “R.L. Stine’s The Haunting Hour” received 6 noms, as did Nick’s “The Fresh Beat Band.”

On the Hill: The House Communications subcmte has scheduled a hearing Wed on broadband loans and grants. Wit-
nesses haven't been announced yet. The hearing will continue the cmte’s oversight of how taxpayer dollars are being spent
on broadband loans and grants created by the American Recovery and Reinvestment Act and other subsidy programs.

BCAP Notebook: Miller Tabak’s David Joyce told the PA state association that he doesn't think there is much fear at all
over OTT. “Investors are finally saying ‘OK, it's going to be a particular kind of user, but not the whole business model,” he
said, noting that people spend on avg less than an hour week with online viewing vs 30+ hours/week with traditional TV.
Noting Nick and MTV’s rating declines, he raised questions about whether it's the programming or the measurement. “We
are a proponent of the industry working more with Rentrak to get data,” he said, adding that Nielsen’s sample includes
25K homes while Rentrak has set-top data for some 8min homes. Asked whether he thought any public companies might
soon go private, he said it's possible something might happen in the next 3-5 years with Cablevision and Charter. But it
would be hard for anything to happen sooner than that given Charter’s debt and Cablevision’s hit to EBITDA this year by
not raising prices. -- Frank Eliason is now the svp, social media for Citibank, but he'll forever be remembered in the industry
as the original Twitter voice of ComcastCares. He told the crowd that their customers have an extreme passion for their
companies because “cable connects them to the world.” That also is why they get so upset when they have service prob-
lems. “The opposite of love is not hate. It's apathy. Your customers don’t have apathy at all,” he said. He stressed that cus-
tomers don't want their problems solved via social media, but instead it's where they turn when an issue isn't fixed right the
1st time. “Social service is a necessary evil because brands are being talked about [in social media];” he said. Ideally, com-
panies should address issues in a more private setting such as email—with all complaints treated like an exec complaint
and resolved in 24 hours. -- CableFAX columnist Steve Effros spoke at the gathering on NimbleTV, Aereo and all things
cable. He gave NCTA a tip of the hat for new marketing, being rolled out in DC now, that features the tagline “It's More Than
TV. It's the Way We Connect” He said: “That is the job we do.. and we do it with an infrastructure that happens to be cable”
He also commended NCTA on the line, noting it doesn't say what cable connects. It could be Hulu, Wikipedia or CNN.

Programming: ESPN reupped its agreement with the ACC through the '26-'27 season. New to the agreement:
more title sponsorship rights, 30 more men’s regular season basketball games per year and 2 more conference
tournament games, 14 more conference football games (including the right to televise 3 Fri ACC match-ups annual-
ly, which includes a standing commitment to Boston College and Syracuse). and dozens more Olympic sports com-
petitions. The title sponsorships are subject to conference approval, but represent some firsts. For example, the ACC
Men’s Basketball Tournament has never been sponsored in its 59-year history. -- TV Land is revamping its logo for
the first time since it launched 16 years ago. The classic TV and retro style graphics will be replaced Wed with a
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Think about that for a minute...

Aereo Arbitrage
Commentary by Steve Effros

How small a regulatory loophole can you squeeze
through? That's the game of regulatory arbitrage; find the
miniscule difference between what you are doing and
what the regulations say you are supposed to be doing
and take advantage of that small difference. We gener-
ally think of arbitrage as taking financial advantage of the
small differences between currencies, but in Washington,
regulatory arbitrage is the name of the game.

That's what the legal fight over the

new Diller-financed service Aereo is all
about. Aereo says it has figured out a
way to pick up broadcast signals in a
local community and deliver them to
consumers in that community over the
Internet without incurring the cost that
has been legislatively imposed on cable
systems through the “retransmission consent” rules.

As any cable operator will tell you, we don't like retransmis-
sion consent. We think broadcasters, who got free public
spectrum, should not be allowed to then charge for the
reception of their “free, over the air’ broadcasts if folks find

it convenient or necessary to use a service, like cable, to
help deliver that signal to them. We also know we lost that
legislative battle. Congress decided that the broadcasters
needed financial support in the brave new world of tele-
communications competition, and the way they provided
that largess was by imposing a tax on viewers in the form of
retransmission consent fees. OK, we don't like it, but we un-
derstand those are the rules we have to play under for now.

Along comes Aereo, with press releases and interviews
saying they will provide both “live” streamed video feeds
of local broadcasts as well as DVR storage for their
customers. Sounds like the same type of service a
cable system offers. But no, says Aereo, they are not a
cable system because they have invented this neat new

Corporate
Licenses

“thumbnail sized” antenna and the customer controls
that centrally located antenna, so everything is done
by the customer and therefore—based on the “Cablevi-
sion” decision, which OK’d remote DVRs—Aereo is not
“retransmitting” anything and need not get, or pay for
retransmission consent! Quite an argument.

The broadcasters have sued, but they got mouse-
trapped. They said in their first court filings that they
weren’t complaining about the DVR service, only the live
streaming service, which looks very much like a retrans-
mission. Aereo responded with a surprise; we all misun-
derstood. They now say they don't provide anything “live.”
It's all delayed (albeit by maybe less than a second...)
and all recorded. So it’s all “remote DVR” service! Cute.

Clearly the Aereo lawyers are looking to slip through a very
small hole. But | think they have a fundamental problem;
the antenna. What is an antenna, after all? The easiest
definition, it seems to me, is a device that can be con-
nected to the back of a consumer television set and deliver
the signals that the consumer is seeking to tune on that
set. But from all the information we have heard so far, those
little thumbnail things that Aereo “assigns” to each subscrib-
er cant really do that on their own! Those little things have
to be a part of a much more sophisticated apparatus, either
an antenna array or a tuner/computer or both before they
can actually render those necessary signals.

So Aereo’s regulatory arbitrage game may be a good
one, they have found a neat little loophole. But they
may have to supply an entire antenna array with com-
puter for each subscriber
before it can work! That
should plug up the hole

pretty effectively.

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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