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Independent Show: NCTC Head Talks TVE, Programming Deals and More

When NCTC and ACA’s Independent Show gets underway in Orlando Mon, TV Everywhere will be at the forefront.
The co-op has enabled more than 80 of its member companies to offer TVE authentication and has completed several
deals with programmers for TVE rights. One of the remaining companies with which it doesn’t have a deal is HBO Go.
“We're working with them. They haven't said no, but they haven't said yes yet,” NCTC CEO Rich Fickle said Fri. He's
obviously proud of the quick movement NCTC has made on its TVE initiative, dubbed Watch TV Everywhere (it lever-
ages work already being done by Massillon Cable). Members will be able to participate in the NBCU'’s authentication
of the Summer Olympics, which gets underway Fri. “Just a few months ago, some of the small members didn't have
any way to participate in authenticated content... A lot of the smaller companies were shut out because of the cost
structure and flexibility of the vendors and things like that. So that was our primary mission,” said Fickle. The NCTC
plans to create additional ways to expand TV Everywhere capabilities for its members, including methods to originate
content and enhance navigation for multi-screen access. That brings us to another priority at the show: next-generation
navigation. The conference will feature exhibitors that have never been there before (such as Rovi). “These are big is-
sues for [members] ,” Fickle said, adding that Rovi hasn't yet found a way to work effectively with the co-op. “That whole
space is very important, especially as you move across platforms and content sources... We're pursuing dialogues
with Rovi, TiVo... Arris has the Moxi user interface. And there are a couple other approaches out there” NCTC’s

also getting programming deals done, including an agreement with Pac-12 Ent. It's the programmer’s 1st announced
agreement since the venture was announced last summer in conjunction with Comcast, Time Warner Cable, Cox
and Bright House. The Pac-12 Networks, which consist of one national and six regional networks, will be available to
NCTC participating members starting Aug 15, when the new networks launch. And yes, there will be TV Everywhere.
“The deal is structured so that there are some carriage commitments if you're within that region that you have to carry
the regional content, and you have options if you're outside those regions,” Fickle said. “It has a lot of flexibility for car
riage outside that home market.” NCTC also just wrapped up a deal with family friendly movie channel PixL, which has
a few million homes through DISH. “It's programmed by Larry Levinson, an established movie maker who has created

AND THAT'S JUST A DROP IN THE BUCKET.
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movies for a lot of different networks and theatricals. A lot of them you'd recognize as having been aired on the Hall-
mark Channel over the years,” Fickle said. “There is a lot of flexibility with TV Everywhere rights... Sometimes we're so
locked up in these big [programming] battles, we don't embrace new content” Headed into the Indy Show, which will be
in Orlando through Wed, NCTC is riding high. Not only is record attendance expected, but some of NCTC’s members
(Wave, Suddenlink and Atlantic Broadband) just wrapped up impressive private equity deals. ‘A lot of people say
that mid-size and smaller operators’ days are numbered, and to see this kind of capital investment is just tremendously
encouraging,” Fickle said.

Viacom-DirecTV: Now that the deal is done, everyone’s busy guessing what it all means for Viacom and DirecTV as
well as the industry at large. Bernstein Research’s Todd Juenger believes the 10-day blackout is the 1st time in memory
that a distributor won the public relations war, citing a more even share of blame (as opposed to it mostly going to the
MVPD). For what it's worth, brand monitoring agency Loudpixel found that DirecTV earned more than 4 times as many
social mentions in the first 2 days after the channel went dark, reports sister pub PR News. And on the financial side,
Bloomberg’s report that Viacom will get more than $600min a year from DirecTV under the 7-year deal (our understand-
ing, it’s about a 20% one-time increase, plus future smaller upticks). “Depending on the actual underlying financial facts
(discussed below), from Viacom’s perspective the deal was, at best, about in-line with expectations (most likely), or way
below expectations. We cannot see any reading of the outcome suggesting Viacom exceeded expectations,” Juenger
told clients. Wells Fargo’s Marci Ryvicker also thinks DirecTV may have won the battle, pointing to the fact that the deal
doesn't require carriage of EPIX (DirecTV does have the option to launch it). “While Viacom has publicly stated that EPIX
was not a sticking point in negotiations, we believe EPIX was likely a significant issue for DirecTV,” she said.

Hill Ready: Mediacom’s Rocco Commisso said the MSO will freeze its published rate for limited and expanded ba-
sic video for 2 years if broadcasters and cable nets on those tiers would agree to do likewise. The pledge was made
in a letter to Sen Commerce members ahead of Tues’ hearing on the ’92 Cable Act. “With your backing, | am confi-
dent that a significant number of other MVPDs would join the freeze,” wrote the Mediacom CEO. Preston Padden,

a former Disney exec turned sr fellow at Univ of CO, is prepared to advocate doing away with cable and satellite
compulsory copyright licenses and retransmission consent provisions. He thinks the repeal of compulsory copy-
right needs to happen before any repeal or modification of retrans. The compulsory copyright license lets MVPDs
avoid paying fees for the actual programming on a local station. “The Retransmission Consent right is fundamentally
flawed because it is based on a legal fiction—the notion that consumers and MVPDs are interested in a broadcast
station’s signal rather than in the programs on that signal,” Padden said in prepared testimony. He argued that the
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continued existence of the compulsory license creates a major impediment to the emergence of new online video
distributors like Netflix. “Congress gives Comcast, but not Netflix, a free copyright license for all the programs on
local TV stations. Why?” he asks. “OVDs are the technology future of television and the hope of new competitive op-
tions for consumers. But OVDs are not eligible for the compulsory licenses.” CBS and NBC affils have sent their own
letter to Sen Commerce members, defending the retrans consent process. “Many MVPDs purport to want ‘deregu-
lation’ of carriage issues. Yet, they take advantage of and oppose the repeal of the compulsory copyright licenses,”
wrote NBC TV affiliates vice chmn Ralph Oakley. “By contrast, the affiliates believe that, in combination, the local
compulsory license, retransmission consent rights and exclusivity rules strike the right balance of serving the public
interest and permitting fair market negotiations for local broadcast signals.”

Hearst-TWC: Hearst and Time Warner Cable may have finally reached a retrans deal, but Nexstar is still unhappy.
The broadcaster will continue to pursue legal action over TWC and Bright House’s importation of its signals in some
affected Hearst markets. As for the retrans renewal, no one is talking specifics other than to say it's “long term.” TWC
thanked customers for their patience during “another unnecessary broadcaster blackout” Hearst TV pres/CEO David
Barrett said the company regrets the inconvenience caused by the 10-day standoff, but said the process has “been an
important step to insure the ongoing vitality of our local TV service in communities across the country.”

Video Competition: The FCC’s 14th video competition report made no conclusion on the competitiveness of the
market. Rather, it highlighted TV Everywhere, OVD, VOD and the expansion of digital technology as the most signifi-
cant trends since the last report. Meanwhile, the Commission seeks comments for its 15th video competition report.
The FCC, for the 1st time, divides up the video market into MVPD, broadcast TV and OVD. Interestingly, cable MVPDs
accounted for about 60% of all MVPD subs at the end of 10, down from 65% in ’06. Though the number of cable
video subs has been falling, cable MVPDs “have done well financially by increasing sales of advanced services to the
remaining subs.” The 2 DBS providers, DirecTV and DISH, accounted for about 33% of MVPD subs in "10, up from
29% in ’06. Major telcos were the biggest competitive factor, with AT&T U-Verse and Verizon FiOS available to 1/3

of U.S. homes and accounting for around 7% of all MVPD subs at the end of *10. Commish Robert McDowell said he
would have preferred an affirmative conclusion that the video market is competitive and noted that the report’s analysis
Internet video is limited to OVD offering professional content “previously exhibited on television or theatrically.” Fellow
Republican commish Ajit Pai echoed that, calling the video market “more competitive than it has ever been”

On the Hill: Perhaps as a compromise to get the Republicans onboard, 5 top senators softened a cybersecurity bill
Thurs. And even President Obama lent a hand with an op-ed in the WSJ urging passage. Co-sponsors Joe Lieber-
man (ID-Conn), Susan Collins (R-ME), Jay Rockefeller (D-WV), Dianne Feinstein (D-CA) and Tom Carper (D-DE)
were sure to release a joint statement arguing that the bill in no way resembles the Stop Online Piracy Act or the
Protect IP Act. The latest version of the bill would create a multi-agency council National Cybersecurity Council,
chaired by DHS Secretary, and allow industry participation.
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CableFAX Week in Review
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Think about that for a minute...

In Dependent
Commentary by Steve Effros

This is the week the “independent” operators meet, and
once again note how they need to depend on each other
to continue the business operations they have success-
fully conducted for years. What, or who, are the “indepen-
dent” operators? That's been a question ever since we
started CATA (the Community Antenna Television As-
sociation, which became the Cable Telecommunications
Association) many years ago. It’s often easier to describe
who or what we weren't; a “big” “MSQO”
But that didn’t really work, since many
companies with “multiple systems” were
clearly “independent,” and even after
CATA and NCTA got together after their
memberships became so similar, the
new ACA that emerged once again has
both “small” and “big” operators.

The difference we focused on back then was that we
were the “independent voice” of the industry. A voice that
unambiguously represented operator interests above all
others. No one ever doubted what CATAs position was
on copyright, and no one now questions the ACA focus
on retransmission consent and the leverage program-
mers are applying to enforce a business model of bun-
dling, something that many cable operators would like to
change. ACA Vice Chairman Bob Gessner just wrote an
excellent and very convincing blog spelling that out.

That, however, still doesn't tell us what an “independent”
operator is. Bob, as an example, runs a system that is far
larger than the “average” 5000 subscriber system, and
yet he is right when he notes that no matter how big the
“‘indies” get, they will never have the leverage to deal, by
themselves, with the negotiating power of the program-
mers and local broadcasters. Meanwhile, the biggest
operators are finally drawing a line in the sand on those
same programming dilemmas. Time Warner has spoken
out forcefully, and DirecTV’s stand-off with Viacom is

creating a new and precedent shattering result: the loss
of some subscribers because of a “blackout” is far less
dramatic than the loss of viewership (Nielsen Share)
experienced by the programmer. It’'s a result no “smaller”
operator could have created. This changes the game.

Al of this, along with the things | mentioned in last week’s
column, from Aereo to the definition of a DVR or an MVPD,
is finally getting the attention of Capitol Hill, and one of

the first real, preliminary looks at these issues, including
“retrans,” will take place Tues in scheduled hearings. Don't
expect anything to come out of that right away. It's the
beginning of the “next round” leading up to a new Telecom-
munications Act that deals with cable, satellite, wireless,
broadband, the Internet and all the other things that have
so changed our marketplace since the early '90s.

The important message, | think, is to establish that
cable isn't one monolithic industry. This is particularly
important for the FCC and any new legislative efforts to
recognize—that the folks operating smaller systems, or
ones in less urban areas, or who do not have what Wall
Street likes to call “scale,” need to be considered and
sometimes treated differently from those that do. That’s
not to say we aren't all dependent on each other when it
comes to the services we offer and the technologies we
develop. We are. But our businesses are different by the
very nature of who we are and how we operate.

We're “independent” as well as being “dependent” on our
customers, our suppliers, our ability to generate grass-roots
support, and, of course, our associations. That's a good
thing, and hats off to the
ACA and the “Independent”
Show for being a coopera-

tive part of that mix. e

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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