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Solid Gold: Comcast Stock Soars as Do Olympic Ratings

We're trying to resist the Olympics puns, but it’s hard... Comcast’s 2Q results were strong thanks to the MSO side
of the business. Its 176K video sub loss beat Street estimates and 2Q11’s 238K loss in the seasonally weak Q—and
broadband sub additions were up (156K vs 144K a year earlier). Even voice beat analyst estimates, coming in at
158K adds. Cable revenue grew at a rate of 6% to $9.9bin. Programming was another matter. While everyone’s used
to NBC'’s drag, even the cable nets had a little less sparkle (3.6% YQY growth in revenue to $2.25bin). Broadcast
rev declined 9%. Bernstein Research noted that cable network margins of 35% (impacted by heavier spending)
were worse than last year (38.9%) and worse than consensus (37.2%). “In the short term, hope springs eternal, and
advertising sales for the Olympics have been relatively good. But the cupboards for NBC’s Broadcast Network are
still relatively bare, and the recent DirecTV/Viacom dispute gives reason for concern about the thesis that a gen-
eral entertainment network like USA is fundamentally underpriced,” said a Bernstein research note. Not everyone
agreed. “While NBCU revenue was slightly lower than expected, OCF beat significantly due to strength at broadcast
(particularly important as this is NBCU’s ‘most challenged’ segment),” said Wells Fargo Securities. “Bottom Line:
Great quarter all around with particular strength in core cable and the NBC broadcast network. We expect the stock
to trade up today.” And trade up it did, closing up 3%. NBCU pres/CEQ Steve Burke was giddy during Wed’s earn-
ings call over the Olympics, noting that the company’s $100min+ ahead of its ad sales goal. And ratings so far have
been about 30% higher than company estimates. “We think London is going to be right around breakeven, and there
was a time when we thought London would be as negative as $200min,” he said, touting the marketing in the 100
days leading up to the games. On the MSO side, Comcast is rolling out its X1 platform in Atlanta this week and has
launched its 1st marketing campaign during the Olympics for the platform in Boston. Comcast plans to launch X1

in 5 major markets this year. “So far, X1 has been very well received in Boston,” said Comcast Cable pres/CEO Neil
Smit. “We’re marketing it to HD triple play customers... Existing customers will get the X1 as requested subject to a
one-time installation fee. Remember that right now we're using the new X1 boxes, but we're going to be extending
the X1 experience over to a high end set-top boxes as well”
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Carriage: Looks like we're starting to see the fruits of Pac-12 distribution deal with NCTC (Cfax, 7/23). Frontier and
BendBroadband announced plans to carry the nets when they launch Aug 15. Bend will carry the national net and
all 6 regional nets, with Pac-12 Oregon and Pac-12 National on its Essentials tier in standard and HD. It'll also offer
Pac-12’s TV Everywhere service. Frontier Comm will offer the Pac-12 nets and TVE offering available to FiOS TV
customers in the Pacific Northwest. -- Cablevision added MundoFox to its broadcast basic package. It’s initially be-
ing offered in SD, but the MSO expects to launch an HD feed by year-end.

Comcast Ultra-HD: It will probably be a decade before you see it at Best Buy, but reporters got a sneak peek of
Ultra-HD, the next generation HDTV, at Comcast/NBCU’s DC headquarters Wed. The op is partnering with Japa-
nese broadcaster NHK and the BBC to host the nation’s only Ultra-HD/Super Hi-Vision demo for the London Olym-
pics, and DC is the only site outside the UK and Japan where the tech can be viewed. The demo featured Olympic
clips on an 85-inch LCD screen and multichannel sound systems. At 33min pixels (16 times the resolution of current
HD pictures), the display screams details and realism, especially when it's matched to the 22.2 multichannel sound.
In the opening ceremonies, details of each subject can be seen even in long shots. You can easily spot then UK
Prime Minister Tony Blair at the back of the Royal Box and see small faces in full resolution. Comcast/NBCU com-
mitted to the test, which took 9 months of preparation, without even having seen the picture, according to Washing-
ton pres Kyle McSlarrow. The company also had to run fiber to its DC headquarters. The former NCTA chief wasn't
disappointed. With higher resolution comes greater requirements for equipment and bandwidth. Ultra-HD requires
30 times the current average bandwidth, a new generation of cameras, audio equipment and other transmission de-
vices, engineers at the demo told us. NHK has been playing a key role in the research and development of the near-
future broadcasting media super Hi-Vision. While Japan expects commercial deployment around ’20, it's uncertain
when the technology will be ready for US consumers, the engineers said. Several challenges need to be overcome
first, including developing higher and more efficient compression technology, distribution approach and figuring out
the content for Ultra-HD, according to Sheau Ng, head of R&D. The goal of the demo is to stimulate development
and kick off discussion of the new technology, he said.

TWX: CNN will reign again, according to Time Warner chief Jeff Bewkes. “It's a great brand... Having said that, obviously,
we're not satisfied with the ratings,” the CEO said during Wed'’s 2Q earnings call. “We're going to do a better job putting on
programming that will hold viewers. We've got more people coming. They're not staying as long as we would like” The so-
lution is to be more compelling and engaging than CNN has been as of late, he said, adding that there is strong demand
for objective, non-partisan coverage. Time Warner reported a 33% drop in net income YOY to $430min, while revenue

fell 4% to $6.7bIn. The cable nets increased rev by 4% to $3.6min. Ad sales growth was at 2%, helped by TNT’s originals
slate. All eyes continue to be on the ’13-"16 timeframe, when just about every distributor contract is up for renewal. “We
believe that the value we're delivering to our affiliates exceeds the value we're receiving,” said Bewkes. “We're focused on
correcting that in this next cycle. In fact, based in part on the deals we've already struck, we have every confidence that
Turner will grow domestic subscription revenue at a double-digit pace annually between 2013 and 2016.”

At the Portals: Public Knowledge filed a petition at the FCC, asking the agency to enforce merger conditions
imposed on Comcast-NBCU. Its beef is with Comcast’s decision to exempt its online video service on XBox 360
and TiVo from its data cap. The MSO has said it differs from other online video services because it travels over the
company’s private network. “Comcast is doing exactly what opponents of its merger with NBC-Universal feared:
using its Internet business to protect its pay-TV business. Exempting its own online video services from the data
caps that apply to every other online activity creates an unfair advantage,” said Michael Weinberg, PK’s vp, Institute
for Emerging Innovation. In May, Comcast lifted its data caps and said it was switching to a more flexible model (in
some test markets, users have a 300GB threshold and are charged for usage over that).

Deal Talk: Former Insight subs lost NFL Net and NFL Red Zone Tues night when the net’s contract expired with
the MSO, which Time Warner Cable bought for $3bln earlier this year. The TWC version of the story is the op asked
for a short extension so it could try to finalize an agreement, but NFL refused. “But we have been close before only
to have it fall apart so we need to be cautious about predicting success,” a spokeswoman said. NFL claimed TWC
declined its offer to renew the same terms with no rate increase for a package that this season will include 63%
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more live Thurs Night Football games and 80% more live weekday programming. A TWC rep said conversations are
ongoing, and TWC remains hopeful that it can reach a resolution. -- It's a deal! Time Warner Cable and Meredith
reached an agreement in principle with Meredith for continued carriage, and there will be no interruption in subs’
viewing. The 2 agreed to an extension through Tues before contracts between the op and 3 stations in MO, TN and
MA expired July 25.

Cybersecurity: The push for the Senate to pass the Cybersecurity Act intensified. Top defense officials, including
President Obama’s counterterrorism advisor John Brennan claimed the legislation is critical to protect critical infra-
structure. “The administration has repeatedly urged Congress to pass comprehensive cybersecurity legislation to
protect the American people from the growing danger of cyberthreats,” he said in a statement. Gen Martin Dempsey,
chmn of the Joint Chiefs of Staff said “not only will military systems be targeted by tools that can cause physical
destruction, but adversaries will increasingly attempt to hold our nation’s core critical infrastructure at risk... Because
the military relies on this infrastructure to defend the nation, we cannot afford to leave our electricity grid and trans-
portation system vulnerable to attack.”

Cable in the Classroom: With digital literacy a big buzz word in Washington, expect to hear a lot more out of Cable
in the Classroom. On Wed, it launched its 4th online learning game, “Coaster Crafter: Build. Ride. Scream!,” billing
the STEM-focused game as an illustration of broadband’s learning potential. We played, and are fans of Bruno, the
theme park’s owner.

HBO Exec Session at TCA: After telling critics that quirky freshman series “Enlightened” and “Girls” will be back

for a 2nd season, HBO co-pres Richard Plepler and pres, programming Michael Lombardo revealed the net will
produce a new Larry David movie (not based on “Curb Your Enthusiasm”) and a doc on The Rolling Stones to
celebrate the band’s 50th anniversary. No details on the David movie other than he won't be playing a version of
himself, but execs said the movie will come before any new season of Curb—even though Plepler said David has
“carte blanche” to do a new season anytime he wants. Meanwhile, Plepler also said HBO Go remains a growth area
for viewing but only represents approx 5% of total viewing. But when combined with VOD, he said it goes “closer to
25%... People will use it more and more.” He noted that “Girls” is the highest rated show on HBO Go. The execs also
see more room for dramas on Sun night despite a packed schedule but vowed to put quality 1st. Lombardo said

hit “Game of Thrones” was a big risk. “We responded to the writing,” he said. “We're not developing thinking about
shows that will get us the highest rating... We try not to be fear based. So we take some swings.” Plepler said pro-
gramming to 30min HBO subs “gives us a little bit of a luxury to program for smaller niches in that audience.”

BBC America at TCA: BBC America announced at TCA it will co-produce with BBC One “The Musketeers,” a con-
temporary take on the Alexandre Dumas novel, set in the author’s original 17th century setting. The 10 hour-long eps
will run in early 2014 as part of the network’s Dramaville block. -- The net’s 1st original series “Copper” (premieres Aug
19) is certainly a cop show—albeit one set in 1864 New York City. “It’s is the anti-CSlI,” said co-creator/exec producer
Tom Fontana. “There’s no DNA. It’s really about the detectives having to use their minds.” The first clips shown at TCA
looked gritty, dirty and appropriately colored with sex and murder in the tough Five Points neighborhood known to most
of us through Martin Scorsese’s ‘02 movie Gangs of New York. “Personally, | just love the fact that we're writing a series
where there’s no cell phones,” said Fontana, calling BBCAs enthusiasm for its 1st original series “intoxicating” (The net
was set to bus critics to a bordello-themed party Wed night—a nod to a key storyline in Copper). Exec producer Barry
Levinson said creating a world set in the 1800s on a TV budget was challenging. “You have to be somewhat inventive
and nimble in terms of how you put it together, but also create a time and place that gives it some credibility,” he said.

-- The 2nd season of “Richard Hammond’s Crash Course,” currently in the early stages of filming, moves from tackling
America’s most dangerous vehicles in season 1 to Hammond’s greatest fears—and the mother of all of them is stand
up comedy. And in the series’ New York episode the host finally faces it. “I spend my life doing things I’'m not good at—
it's great,” Hammond told critics. The through line? Engaging in quintessential American activities—like being a cowboy,
or a cab driver in New York. -- A sequel to series “The Hour” returns to Dramaville, 10 months after the conclusion of
season 1, in late 1957 Britain. “This is more about the coming of glamour and Hollywood aspiration... and how news
keeps up in a changing world,” said writer Abi Morgan. “It's less about the espionage, bureaucracy and aristocracy... it's
more global.” Actor Dominic West (best known for his role as Jimmy McNulty in HBO’s “The Wire”) found his character’s
arc this season—which includes loads of debauchery and late night clubbing—interesting in that it addresses his mar-
riage this time around. “Last season he treated his wife terribly,” West said.

Ovation at TCA: Ovation will “continue to make shows about art and artists” with “an Ovation-esque twist,” svp,
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Think about that for a minute...

Fog

Commentary by Steve Effros

Maybe it’s the heat. I've noted, lately, that people are say-
ing some very strange things and reaching almost bizarre
conclusions based on repetitious nonsense. This doesn't
apply only to the Congress and the FCC! | attribute it to
the beginning of August when most folks, at least here in
Washington, tend to go just about anywhere else, and the
press, nationwide, is looking for something, anything to
write about or quote. Maybe we should all just forget “the
news” for the month and we'd be better
offl

We can start with the fluff surrounding
Google’s announcement that it is finally
(after two years of delays) going to get
its magnificent, magical, supercalifra-
gilisticexpialidotious “Gigabit” system up
and running in Kansas City. Wow. One
Gig service. Of course it won't really start serving local cus-
tomers until the fall, and even then only in community clus-
ters that have “pre-registered” a sufficient group interested
in having the service to make it worthwhile (with a fee and
term requirements) for Google to build in that area.

Can you imagine if Comcast went into a community and
said they'd only build in areas where they were guaranteed
locked-in customers? Remember, Google is the company
with the slogan “Don't be Evil” But apparently red-lining isn't
considered evil. And the fog surrounding this magical ser-
vice is so thick that most folks never see the part that notes
any speed over about 50 Mbps is not going to be notice-
able or usable by the average customer!

Nevermind. The consumer press and the blogs need
something to write about. So if you believe what you read,
Google is about to “show the cable industry how to provide
real service!” Oh, that $300 installation fee, yeah, they’ll
waive that if you lock-in for two years. Wonder if the Kansas
City papers will have any stories about Google installers

not showing up on time. Think they’ve solved that problem
too? Wait until you hear their “solution” to the notion of
operating “profitably” They just don't intend, apparently, to
include the up-front costs of building the core infrastructure!
Nice if you can do it, but don't ask your accountant to sign
that one for the SEC.

By the way, as of this week, of the 74 eligible “fiberhoods” in
Kansas City, Kansas, only four have met the commitment
threshold to be built.

And speaking of Comcast/NBC, what about the host of
stories about the blogs and tweets that are bitterly com-
plaining about the coverage of the Olympics. Outrage!
And we are supposed to take this seriously because
someone anonymously has written it (after all, that must
make it true) in a tweet. The big complaint: that the televi-
sion programming is time-delayed! It’s all available live on
the web, but it's time delayed on television. Why? Well,
because England isn't close to any American time zone,
that's why! And NBC is breaking ratings records with the
viewership they have generated. But never mind all that,
the blogs say they are doing a terrible job. Stick with the
ratings, not the rantings.

There’s an old truism in the journalism business; you

can always find someone to say whatever it is you want
to include in your story. Just keep asking “the man in the
street” until you find it. Well, now that’s even easier. Just
scan their blog. There’s a reason it rhymes with fog. What
infuriates me is why anyone thinks there is major sig-
nificance to this blathering, and why Wall Street and the
regulators cite it as justifi-
cation for what they do.

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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programmers are in a unique position to capitalize, and how infusion of political advertising could have a huge
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