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Cash from the Couch: Premium Nets Faring Well Amid Economy

Going back to 4Q, numerous industry pundits had expected premium cable nets to be buffeted by headwinds from
the economy foremost, but also from Web video, movie rental services and the proliferation of original content on
non-pay channels. Yet if the group has felt any shear, it hasn’t experienced the required force to stunt distribution
growth. “Our base business has seen terrific growth with almost all operators,” said Showtime chmn Matt Blank,
whose net gained 1min subs in 08 and now counts more than 17min. “We don’t see any maturity in our business.”
According to SNL Kagan, Showtime owned 16.5min subs as of Dec 31, which would put 1Q gains at more than
500K. Starz, too, continues to ramp, garnering per Kagan approx 400K subs (+8%) in 1Q, while sibling net Encore
picked up approx 200K (+2%). HBO’s sub numbers are more difficult to extrapolate, but the net picked up 200K subs
in 08, delivered affil rev growth in 1Q, and HBO co-pres Eric Kessler said “we feel like we're holding our own.” So,
how have the premium nets been able to stride forward in a difficult environment, or at least not get blown back-
ward? The group’s historical strength in quality content remains brawny, but execs said another important charac-
teristic has played a pivotal role. “Consumers in a down economy are looking for the best value, and we can pro-
vide that,” said Starz Ent pres/COO Bill Myers, citing the breadth of content subs receive for a relatively low price.
Kessler agreed, saying HBO subs receive monthly 7 channels, Hollywood hits and docs “for the price of a movie
ticket in Manhattan.” Plus, he said, HBO’s 40% ratings growth this year for its Sat night theatricals lends credence to
the cocooning phenomenon, or Americans’ choice to trim expenses by spending more time at home. Also helping is
competition among multichannel operators. “Our brand is being used very aggressively to promote packages,” said
Blank. DirecTV pres/CEO Chase Carey recently lamented a drop in premium channel penetration, but Blank said
the concern likely has more to do with what subs will do after premium-laden promotions expire than actual distri-
bution decreases. “Our business with them has been terrific,” he said. Added Myers, “clearly on the DBS side, they
continue to use premium networks in their sales process.” Others also use premiums as a selling point, with Com-
cast now offering in D.C. a $30/month video package consisting of digital basic and HBO. The price is good for 1
year. Meanwhile, premium nets have become benefactors of their own marketing efforts and multiplatform offerings.
Convenient, customer-focused features such as HBO On Demand and HBO Go, an online service slated to launch
later this year, are more critical to premium nets than others, contends Kessler, as the underlying goal for any sub-
scription service is too keep customers as long as possible. In short, nurturing the desires of viewers is paramount,
particularly with zero ad rev coming in. Blank believes similar initiatives such as free Internet and VOD sampling of
Showtime series has produced the added advantage of “fostering more activity from our distributors.” Of course,
compelling, inventive, often graphic programming still doesn’t hurt the operations of premium channels.

Competition: AT&T U-verse TV launched the following HD channels from MTVN: MTV HD, VH1 HD, CMT HD,
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Nickelodeon HD, Comedy Central HD and Spike HD. -- Nexstar Broadcasting reported a 42% surge in 1Q retrans
rev to $6.6min, yet net rev dipped 13% to $55.5min. -- Univision inked a retrans deal with DirecTV and Comcast in
1Q, but the Spanish-language broadcaster’s report of $336min (-9%) in 1Q TV rev didn’t include retrans rev numbers.
-- Mobile TV service FLO TV, available to certain AT&T and Verizon Wireless customers, inked a deal to feature NBC
Sports’ coverage of the Preakness Stakes, French Open, Stanley Cup Final, US Open and Wimbledon.

In the States: Comcast bowed DOCSIS 3.0 broadband speeds of up to 50Mbps in Pittsburgh and portions of WV,
OH and MD.

Carriage: Sky Angel added BabyFirstTV to its channel lineup and is offering through May 31 a free preview of the
$5/month net.

Earnings: Outdoor Channel Holdings reported a 45.3% jump in 1Q rev to $17min, owing mainly to its Jan ac-
quisition of Winnercomm, and an impressive 2.1% increase in ad rev to $7.8min. Sub fees rose 15.2% to $4.7min.
Programming costs and retrans fees both fell in the Q.

Technology: MLB Advanced Media has received a US patent for a system and method to verify the rightful access
to content based on Web services subs’ geographic location.

Milestone: AETN feted its 25th Anniversary Thurs night at The Rainbow Room in NYC.

Programming: Fuse bows “Dave Matthews Band: Live from the Beacon Theatre” in HD and commercial-free on the eve
of the release of the band’s new album, June 1. It will then present 7-days of original programming about the band. -- Starz
greenlit a 2nd season of “Party Down.” -- Nat Geo’s ‘A Decade Behind Bars: Return to the Farm” (Jun 16) is the 2-hr sequel
to the Sundance Film Festival Grand Jury Prize winner and Oscar-nominated doc “The Farm: Life Inside Angola Prison”

Online: Hulu increased 490% YOY in total streams to 272.3min in Apr from 63.2min in Apr ’08, making it the fast-
est growing Web brand among the Top 10 for streams, Nielsen reports. -- E! Online launches Fri a free app offering
iPhone and iPod Touch users the latest headlines, videos and pics from the world of entertainment.

Reading List: Fast Company (June) has ranked the “100 Most Creative People in Business,” putting Disney Channels
Worldwide pres Rich Ross in the #5 spot and Comedy Central pres Michele Ganeless at #8. Ross was recognized for
the global spread of Disney Channel (nearly 100 channels in 163 countries), while Ganeless was credited for champion-
ing shows like “Colbert Report” and the net's Web presence, which includes launching standalone site Jokes.com.

Technology: SlingMedia has bowed a WiFi-only version of its SlingPlayer Mobile app for iPhones and iPods, al-
lowing users amid hot spots to view and control their home TVs through the devices.

People: United Way of America elected RCN pres/CEO Peter Aquino a board member. -- Clearwire promoted
Barry West to pres, intl, and appointed G. Michael Sievert chief commercial officer, Kevin Hart chief information of-
ficer and Laurent Bentitou chief people officer.

Online: On-demand content service Vudu is partnering with Brightcove to enable Brightcove customers to distribute
content directly to TVs through Vudu set tops. In Dec, Vudu added a TV area with more than 120 channels and content
including CNN'’s ‘Anderson Cooper 360" and “MTV News.”
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CableFAX Week in Review

Company Ticker 5/15 1-Week YTD
Close % Chg %Chg
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MARKET INDICES
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WINNERS & LOSERS

THIS WEEK’S STOCK PRICE WINNERS
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Reach Out, Educate, Engage
CableFAX Contests are “Win-Win”

Want a fun and effective way to reach out to your prospects and create new business alliances?

Let CableFAX host your next contest. You create the branding message and determine the
prize(s) and we'll draw in contestants through web, email, and print.

CableFAX

For more information, visit http://www.cablefax.com/cfp/advertise/
or contact dvodenos@accessintel.com / Tel: 301-354-1695.
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Noise Matters...

“Noise”—in the sense of this particular
exercise this week—means anything
that interferes with, degrades or other-
wise hinders in any way a communi-
cation. The technical reason why your
messages don't always communicate
what you think you are saying, tele-
casting, emailing or
whatever.

My sister, a college
professor, doesn't
look at the world

in quite the same
ways as |. Got a
note from herin a
forwarded email the
other day:

Paul S. Maxwell

“l think this is a better demonstration of
the market than your columnist’s..”

Attached was this screed saying
“thanks for all you do” from Timothy
Carr, Campaign Director, Free Press
Action Fund.

Here’s what he was thanking my
sister for doing (bold face is theirs; all
in italics; if you'd like to see a copy of
the complete pitch for more letters and
money, send me an email):

Congratulations!

Time Warner Cable’s price-gouging
scheme came crashing down yester-
day.

In a spectacular victory for Free Press
and supporters like you, the company
buckled under public pressure and

abandoned its plan to impose In-
ternet penalties against those who
go online for more than e-mail and
basic Web surfing.

If they had gotten away with this
scam, users of online innovations like
Web video and radio would have
been forced to pay up to $100 more
per month for full broadband service.

Time Warner Cable didn’t cave
because of a sudden spurt of good
conscience. They reacted to a
torrent of protest from Free Press
members and from Internet users
across the country.

Savor this victory, because it belongs
to you.You proved -- again -- that
when we pull together, we can defend
our online rights against even the big-
gest of Big Media giants.

But this fight isn’t over. The threat of
this kind of price gouging is not going
away. Big media companies like Time
Warner Cable, Comcast and AT&T
know that the new media landscape
-- with Internet users watching video
at YouTube, listening to radio at Pan-
dora and making phone calls using
applications like Skype -- is a threat to
their monopoly control.

They'll do whatever it takes to protect
their profits and limit your freedoms ...

Well, 'm sure they’ll all do the former
(that profit bit), but limit freedom?

There’s a lot more to the letter... pitch-
ing freedom against big bad big media
(clearly, Carr doesn't track stocks or

CableFAX Daily will publish a special supplemental Mid-Day Re ort, June 11,
p p pp y Rep

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

the economy).
Nice to know we're all still a monopoly.

Would also be nice to get more band-
width for less money... or free. So, let’s
stop building out cable systems and
see what happens? Naw.

Best to let these guys rant, rave and
enjoy their limited 15 minutes in the
spotlight.

Random Notes:

* Arf! Arf! Or, rather, you're invited to
Yappy Hour on Tuesday (tomorrow,
the 19th) at Elway’s in Cherry Creek
(Denver) hosted by Colleen Abdoulah,
Jim O’Brien, Sharan Wilson, Jerry
Maglio and Lela Cocoros (with me
and Evie cheering in the background)
from 5 to 7.. $35 gets you in, a drink
(Barktini anyone?), appetizers, the
ubiquitous silent auction and a lec-
ture about service dogs... this is all to
benefit Freedom Service Dogs. Lots of
our friends (like at Showtime, HBO,
Animal Planet, TWC, Starz, HGTV,
Oxygen and more) are involved... so
come join us by going to www.Free-
domServiceDogs.org and reserv-
ing tickets! There’s even going to be

a Cable Freedom Dog (when we all
raise enough moola).

) R Hiras

Paul Maxwell

T: 303/271-9960

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