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Ugly Upfront: Broadcast’s Loss, Cable’s Gain?

With broadcast expected to be down double digits in the upfront, it seems inevitable that cable would be the beneficiary.
But it’s not quite that cut and dry. Credit Suisse predicts cable’s upfront should be flat to slightly down at about $7.6bin

(still, that's in the range of broadcast’s predicted $7.9bin). Merrill Lynch expects a materially stronger upfront for cable than
broadcast, but noted that sellout levels could be marginally lower given advertisers weakened visibility. Without a doubt,
cable continues to see impressive ratings growth, increased ad spending and critical acclaim for shows like AMC'’s “Mad
Men” and TNT’s “The Closer,” but Credit Suisse said advertisers arent likely to go all cable. While such action would yield far
more commercial airings and total impressions, it “concentrates too much exposure among the nation’s heaviest TV view-
ers, who by virtue of lower education and employment status, are less attractive to many of the medium’s largest spenders,’
Credit Suisse said in its upfront report. In other words, broadcast rules for “light viewing™—ie, the busy professional who
only has time to catch a couple broadcast shows in prime. There's still good news for cable, with Merrill predicting Discov-
ery, Turner and NBCU will lead cable’s upfront pack (with a mid-single digit increase in total dollars possible). The firm also
sees Fox Cable doing well but expects MTV Nets, with the exception of BET, to underperform. “Scripps Nets Interactive
should capitalize on its viewership growth at Food Network after holding back inventory this past year and not being able
to fully monetize its ratings in a weak scatter market,” Merrill said in a note to clients. Credit Suisse anticipates no change

in inventory sold in cable’s upfront and a 2.5% decrease in CPMs (due to a surplus of inventory). But it expects audience
guarantees to increase 2% given cable’s continued ratings growth. Whatever happens, expect it to take some time before
things shake out. There's talk that the upfront may stretch into July, with nobody eager to spend in this market.

ION Restructuring: lon Media Nets, home to ION TV and qubo, is entering bankruptcy proceedings in NY. A group
of creditors holding more than 60% of ION Media Nets’ sr secured debt agreed to the terms of a pre-negotiated fi-
nancial restructuring negating ION’s indebtedness of more than $2.7bln through a debt-to-equity conversion. As part
of the deal, a group of debtors underwrote a new $150min funding commitment, part of a $300min facility that con-
verts into equity after restructuring. According to reports, ION listed in court documents liabilities of more than $1bin
and assets of approx $10min. “We are positioning the business for growth and will emerge from the restructuring in
a strong position to serve viewers, clients, and stakeholders,” said ION chmn/CEQO Brandon Burgess. Like Charter,
the company plans to continue its operations during the restructuring process.

Competition: Verizon is expanding the availability of its DSL service offering up to 7.1Mbps, which by the end of

Jul will be available to more than 9.7miIn homes in parts of 21 states. New customers may order the service for $38/
month and receive price guarantee when signing a 2-yr agreement. Verizon plans to focus heavily on bundling voice
services and DirecTV in those homes, said Verizon CFO John Killian during the JP Morgan conference Tues, add-
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ing that VZ will serve approx 27min homes overall after its Frontier transaction (CFax, 5/14) clears. That deal, he
said, lowers the telco’s planned FiOS rollout to approx 17min homes from 18min, a move that will “change the free
cash flow picture of the wireline business because we will be substantially ramping down the FiOS capital program
as we go through 2010.” Of FiOS, Killian said there’s “opportunity for more efficiency gains is on the cost to connect,
on the productivity side, particularly as we get more and more consistently deployed methods out in the field.”

In the Courts: Amazon filed its own lawsuit against Discovery, accusing it of infringing on several of its e-commerce pat-

ents. In March, Discovery sued Amazon, claiming the Kindle infringes on its e-book patents. With regards to Amazon’s suit,
a Discovery spokesperson said “we are in the process of reviewing those and will respond appropriately in due course. On

their face, it appears that Amazon’s complaints are unrelated to our patent regarding electronic book technology.” Amazon’s
suit involves patents covering search engine and product recommendation technology by a Discovery-run site. The e-tailer

also filed counterclaims related to Discovery’s e-book suit. Discovery said it's reviewing Amazon’s response.

In the States: Regulators ok-ed Discovery and Hasbro’s unnamed Discovery Kids jv. The FTC on Wed disclosed
early termination of its review, meaning neither the Commission nor DOJ plan to block the deal (Cfax, 5/7). -- Bonnev-
ille Intl pres/CEO Bruce Reese will lead the search to replace NAB pres/CEO David Rehr, NAB announced. -- Time
Warner Cable’s new(ish) Hispanic offering El Paquetazo launched in NYC (Cfax, 9/8). For less than $35, subs get a
combination of 80 popular English nets and 40 “best-of” Spanish-language channels.

Upfronts: Likely further emboldened by the recent success of TBS’ “Meet the Browns” and TNT'’s “Leverage,” Turner
continues to underscore its content message to advertisers by crashing the broadcast nets’ upfront week: our cable nets
offer scale, reach, nice ratings and quality original programming—and ad time for approx one-third the cost of broadcast
pricing. On Wed, TNT, TBS and truTV showcased their forthcoming shows, with TNT’s planned summer launch of 3 new
series perhaps the most notable because it will give the net 3 nights of originals (Mon-Wed) ahead of its initial '10 goal.
Medical drama “Hawthorne” stars Jada Pinkett Smith as a chief nursing officer; police drama “Dark Blue” stars Dylan Mc-
Dermott; and “Wedding Day” offers couples truly memorable nuptials. And in Dec comes “Men of a Certain Age,” a drama
from Ray Romano. Also, the net is developing 8 scripted and 2 unscripted dramas including projects from Steven Spiel-
berg, Steven Bochco and Kyra Sedgwick/Kevin Bacon.TBS’ developing projects include sitcom “The Game of Life” from
Kevin James and sketch comedy series “Wee Hours,” featuring the Second City comedy troupe. truTV’s 4 new originals
include “NFL Full Contact” (wt), providing exclusive access to the league, and “Conspiracy Theory with Jesse Ventura”

DTV Doings: Multiple tests are planned for Thurs’ nationwide soft test coordinated by the FCC and NAB. Stations
will conduct up to 3 tests during the day, lasting 2-5 mins, between 7:25-7:30am, 12:25-12:30pm and 6:25-6:30pm
local time. Viewers with analog sets will see an informational message about the need to upgrade to digital. With the
June 12 transition just weeks away, NAB says broadcasters have already conducted more than 400 such tests.

TV Takeover: Broadcasters should admit that multichannel providers now dominate linear TV and instead focus on
new mobile TV opportunities, said Glenn Reitmeier, vp, technology and standards at NBCU. “I'm sorry, but the big
TV in the living room is kind of gone,” he said at BIA Financial/Kelsey Group’s “Winning Media Strategies” confer-
ence in DC on Wed. While broadcasters remain important, Reitmeier said, they need to branch out because video
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