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Food Bill: Scripps Looking to Take a Bigger Bite

Get ready to pay more for Food—and we're not talking about the price of a gallon of milk or a dozen eggs. Food Network
will enter into affiliation agreements next year that affect 75% of cable and satellite distributors, according to Scripps
Nets Interactive CFO Joe NeCastro.“We view it as an opportunity to establish a much stronger rate card there,” he said
during Merrill Lynch’s media conference Wed. It's a pretty big deal for Scripps as it marks only the 2nd opportunity it has
had to set the rate card for Food. The channel launched in ’93 and was a free service for the first 10 years of its existence
(Scripps acquired a 56% stake from Belo in ’97). Scripps will try to use the net’s rising ratings and a younger skewing au-
dience drawn to shows such as “Ace of Cakes” as leverage in rate discussions. Acknowledging that these negotiations are
always difficult, SNI chmn/pres/CEQO Ken Lowe said, “l feel better than | have ever felt in the history of the network about
our position and our ability to monetize it” Scripps said it renegotiated about 50% of HGTV’s deals last year, averaging a
6-8%/year hike depending on a number of variables. Meanwhile, Scripps continues to pursue acquiring Tribune’s 31%
stake in Food. NeCastro said discussions are ongoing. “We're not there yet, but we remain optimistic,” he said. “We think
it would be an effective use of company capital and would provide long-term benefits to the company and shareholders.”
Scripps also wants to extend the reach of its digital nets, making DIY a Nielsen-rated net earlier this year and planning to
make Fine Living Nielsen metered in Jan. A primary strategy to boost viewership is to bookend the net around program-
ming from well-known HGTV and Food stars Martha Stewart and Emeril Lagasse. As for the ad market, NeCastro said
Scripps had a successful upfront, posting CPM increases in the 7-9% range. Scatter remains a somewhat of a question
mark, though NeCastro said it has been “generally robust” in ’08. “We're seeing some softening,” Lowe said, but added he
felt it was more cautious softening than a trend right now. In 2Q, scatter was up 20-25% on average, he said. 3Q was up
15-17%, he said, with 4Q “slightly down” from that. Internet advertisers are “a little more selective relative to the slowing
economy;” and have pulled back, but are redirecting some of those dollars back into traditional TV, according to Lowe.

Rebuttal: Disney continues to fight a la carte and to dispute ACA’s claims that it requires any bundling of channels.
ACA told the FCC Mon that wholesale unbundling wouldn’t hurt minority programmers, claiming that among small
ops the only minority channel from Disney that is bundled is ESPN Deportes with ESPN when a small cable opera-
tor offers a Spanish language tier—a subset ACA says would be interested in the programming whether bundled or
not. “The only accurate part of ACAs statement is that cable operators see tremendous value in ESPN Deportes,’
said Ed Durso, ESPN’s evp admin. ‘As we have repeatedly testified before Congress and the FCC, Disney does not
require the carriage of any other service in order to carry ESPN. If Chairman [Kevin] Martin, relying on false state-
ments from ACA, mandates a la carte and eliminates packaging discounts, the universal prediction of every credible
analysis will come true: cable prices will go up and minority-focused channels will disappear.” The flurry of filings
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from both sides continues as many expect Martin will try to push through some form of a la carte, most likely in the
form of wholesale unbundling, before he leaves office. Late Wed, the MPAA and its member companies dropped

a filing at the FCC disputing claims by Media Access Project that the FCC has statutory authority to regulate the
manner in which multichannel video programming is offered to distributors. “MAP’s filing reads like a player in the
board game Battleship blindly calling out numbers (in this case, statutory provisions), hoping to guess a lucky one
that will ‘sink’ an opponent’s ship,” MPAAs Fritz Attaway wrote. “...lts filing represents misfire upon misfire and is itself
blown out of the water by the strength of the record against it

Merrill Lynch Notebook: Time Warner’s cable advertising remains “very strong” and its nets aren’t “feeling any impacts
from the economy;” said evp/CFO John Martin. A broad shift in advertising from broadcasters to Turner’s general ent nets
has occurred recently and cable overall is timming broadcasters’ lead in CPMs, he said, although the broads still com-
mand prices that are one-third higher. The split from Time Warner Cable should still occur around YE, said Martin, with
TWX’s huge dividend infusion from the transaction slated for investment in current businesses, and possibly horizontal
acquisitions and/or increased dividends to shareholders. -- News Corp’s cable nets have delivered 28% rev growth and
approx 18% profit growth in fiscal ‘08, said pres/COOQO Peter Chernin, noting that the numbers were weighed down by a
$180min in Big Ten Net and Fox Business, which now reaches 40min+ HHs. Plus, he said, the cable nets’ scatter adver-
tising market was “very strong” this summer and national advertising has been “better than expected.” As such, Chernin
said News Corp shares are “ridiculously underpriced” after shedding approx 30% in value since Apr. -- Cablevision pres/
CEO Jim Dolan’s appearance kicked off his promise of increased corporate transparency but failed to yield many details
about the MSO’s goal to further fire up shareholder value (a 10 cents/share dividend was announced last month). In play,
according to Dolan: stock buybacks, debt erasure, sales of various asset pools and spin offs that could make Cablevision
a pure cable company. Developed Rainbow nets are more likely sale candidates, he said, noting that Sundance/IFC still
has “plenty of growth” ahead. Don't expect News 12 to be offloaded either, as COO Tom Rutledge said the 24-hr news net
is a “major reason why people value our video service.” As for other services, Cablevision will commence consumer trials
of its network DVR in the “relatively near future,” said Rutledge, and expects to roll out related products early next year.

Wilmington Day 3: The FCC released stats from its helpline for Wilmington, NC. On Mon, the 1st day of the transi-
tion, it received calls from 797 area residents (less than one-half of 1%). Day 2, the hotline received 424 calls. As
local broadcasters have said, most callers were aware of the transition. The FCC reports that just 23 calls came
from consumers who said they were unaware of Wilmington’s transition to digital 5 months ahead of the rest of the
country. Check out the breakdown of FCC call at www.fcc.gov.

Research: J.D. Power data doesn't correlate cable’s success in phone-related customer service to the industry’s solid
VolIP growth, but it certainly can’t hurt. Cable dominated Power’s ’08 Residential Telephone Customer Satisfaction Study
for the 2nd straight year, with the ’08 iteration showing that voice customers who use the Web for customer service
inquiries have higher satisfaction compared with those who use the phone. Regional winners include Cablevision (East),
Bright House (South), WOW (North Central), and Cox (West). Comcast finished 2nd in the West but finished below the
regional avg in the other 3 regions. Time Warner Cable notched 2nd in the East and 4th in the North Central. Charter
finished last in 2 regions and 2nd-to-last in another. Both AT&T and Verizon failed to crack the top 2 in any region.
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Comcast’s Kate Noel says. Fancast
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shows this fall prior to their linear
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[For more details, visit www.
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