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Broadband Video: What’s Cable’s Role?

Try as he might, Broadband Directions principal Will Richmond couldn’t get anyone on CTAM NY’s Blue Ribbon
Breakfast panel to say that broadband video’s success could come at the expense of the cable industry. “I don’t think it's
a zero sum game,” Google vp, content partnerships David Eun told moderator Richmond Wed. “Our business would
shrivel up if our partners were not successful. We need for cable operators to thrive, for book publishers to thrive, for
people like Herb to thrive.” Herb is Herb Scannell, formerly of MTV Networks, now head of Next New Networks, a
startup that creates “micro-television networks” over the Internet. Next New Networks’ “Channel Frederator” has gained
attention with animated short “Internet People,” which examines those who have had 15 seconds of Internet fame. The
video (http:/www.channelfrederator.com/methminute39/episode/TMM_20070906) notched a couple million views in 4
short days. It's that kind of pull that turns the heads of cable operators, programmers and others. “It feels like the early
days of cable,” Scannell said. When asked if Discovery’s recent previewing of new shows online before on linear caused
conflicts with cable partners, Discovery digital media, emerging nets and biz dev pres Bruce Campbell quickly called
distributors a programmer’s “most important” partners and that its broadband dabbling has been an experiment to build
loyalty to its brands. As long as a programmer isn’t looking for affiliate revenue for its broadband product and its offering
can “stand on its own,” Cox svp Dallas Clement is fine with it. Said Comcast svp, new media Matt Strauss: “We're there
to give customers what they want. | don’t think you’ll see any rational programmers do anything to jeopardize [cable’s
business model].” Cable ops know that they have to keep a hand in the Internet. “If cable just focused on satellite and
RBOCs as our competitors, and doesn’t keep a watchful eye on the Internet, we’ll lose more than our share of the pie,”
Clement said. Strauss and Clement seemed unconcerned about Apple TV and similar PC to TV devices on the market
today. “People still want high quality content,” Strauss said. More beneficial than streaming short clips to the TV would
be allowing a sub to pause a program on their TV and resume watching it on their PC or PDA, he said. Meanwhile, Eun
made it clear that Google’s talking to “more than a handful” of traditional TV companies as it looks for partnerships. “We
bring a large mass of advertisers that you might not be talking to,” he pitched.

Telecom Trio: Chatting Wed at the Goldman Sachs conference, Verizon chmn/CEOQ /van Seidenberg and AT&T
group pres, regional telecom and entertainment Ralph de la Vega downplayed cable competition while Sprint Nextel
chmn/CEO Gary Forsee spoke of cable allegiance. Seidenberg acknowledged frenzied activity by cable MSOs in FiOS
TV markets to both retain and win back customers, but said the efforts haven't “slowed down the market share we

are taking.” Regarding cable’s plunge into commercial markets, de la Vega said cable operators face an uphill battle
because they must “start from scratch”—not to mention battle entrenched incumbents—although he said AT&T takes
such initiatives seriously. As for U-verse TV, de la Vega said installs have averaged 7K-8K/week over the last few
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weeks and that the telco’s prior avowal of 10K/week by year-end is likely accurate. Meanwhile cable ally Forsee said
Pivot economics, after much tweaking, are standardizing across markets and partners. “Customers ultimately want
wireless in a bundle, and we continue to work in that regard,” he said. Also, Forsee dismissed the notion that Xohm, the
Sprint partnership with Clearwire expected to launch in late 1Q/early 2Q, inherently works against the cable industry.
He said discussions with cable ops about how they may play a role in the initiative are ongoing.

Carriage: Cox has agreed to carry 4 Discovery nets in HD : Discovery Channel, TLC, Animal Planet and The
Science Channel. The nets will launch on a market-by-market basis.

Competition: Verizon received video franchise approval this week from 2 more OR communities, contributing to
the 170K state households that will able to receive FiOS TV when it launches later this year.

DTV Doings: More hand-wringing in Washington Wed over educating consumers about the digital TV transition. GAO’s
Mark Goldstein recommended to the Sen Special Cmte on Aging that a lead govt agency be named for helping consum-
ers with the switch, citing a lack of coordination between the NTIA and FCC. Cmte chmn Herb Kohl (D-WI) plans legisla-
tion to create a public-private partnership between the FCC, NTIA, Administration on Aging and others (sounds a bit like
the DTV Transition Coalition, which counts NCTA, NAB and the FCC as members). Kohl’'s proposed partnership would
launch a nationwide consumer education campaign to ensure that older individuals who depend on analog TV aren'’t left
without service after Feb 17, 2009. The legislation would also set requirements for industry stakeholders, such as man-
datory PSAs, easily identifiable labels on coupon-eligible converter boxes and the establishment of a toll-free number to
help people if their sets go dark. Kohl also cited a preliminary study by the U.S. Public Interest Research Group suggest-
ing DC-area retailers were already engaging in “upselling and misleading” sales tactics. In many cases, employees alleg-
edly told customers that the only way to keep getting a broadcast signal was to buy a new TV or an upgraded HDTV.

Out in Front: As video migrates to the Internet, content owners and distributors must act fast to avoid the Napster-like
scenario. That was the message from a panel of 4 female techies at WICT NY’s executive luncheon Wed. “You have to
get out there in front of what's coming,” said Elizabeth Schimel, svp, entertainment at Comcast Interactive. In addition,
advertisers are shifting money away from TV as they flock online, said Quantum Media principal Erica Gruen, because
the Internet is “so darned efficient.” Beth Higbee, svp/gm of emerging ventures at Scripps Networks, said nets may
need to increasingly try new models (such as transaction fees vs traditional ad buys) as they offer new online content
and services. She also cited Google’s efforts to make Internet ads more flexible and interactive, which “increases our
advertising distribution, but it also means we don’t control everything.” One game changer could be dynamic ad inser-
tion on VOD, which could enable Internet-like placement flexibility through the TV platform. “That will be one of the big
things that tips this industry,” said Tara Walpert, president of Visible World.

VOD: Cablevision added The Jewish Channel as the 12th SVOD channel for digital customers. It costs $4.95/month.

Research: Cable failed to top any region in J.D. Power and Associates’ new study of customer satisfaction among

HSD providers, and was hammered in the west, where Cox was the only MSO to exceed the regional score average,
yet still ranked behind Qwest, Verizon and EarthLink. The east painted a much better picture, as Cablevision (2nd),
Time Warner Cable (5th) and Cox (6th) all exceeded the regional average. In the south, Time Warner (2nd) and Cox
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Think about that for a minute...

Degraded Signals

| wrote last week about the irony of the broadcast indus-
try and the FCC leadership’s seemingly singular focus
on the quality of cable delivery related to the DTV Tran-
sition. They seem to think the only way the DTV Transi-
tion will be successful is if consumers actually get to see
unimpeded, beautiful HD pictures. And the only way that
will happen is if cable delivers those pictures!

But wait, as | also noted, this isn’t the cable industry’s
transition. This is the broadcast industry’s transition...
and the consumer electronics
industry’s as well. So why aren’t the
new HD television sets required to
be properly tuned before sale? Why
are we now told we have to buy yet
another service from the person who
sold us the set to get the set to work
right? Why are the new wires that
connect to the TV so sensitive that
a “good” set of wires costs more than a month’s worth
of cable service? Why isn’t the FCC looking at all those
issues as part of the transition too?

Steve Effros

And while we’re at it, why should anyone care about all
this focus on beautiful pictures?

The clearest benefit of HD (other than the great nature
pictures now available on Discovery HD, National Geo-
graphic HD and some PBS programs) is watching sports.
But the football season has now started, and it's painfully
clear that the broadcasters don’t care about showing you
all those beautiful pictures so you can actually watch the
game in HD.

No, all you have to do is watch a Fox broadcast, and you
will see that the entire top part of the beautiful picture is
blocked off with graphics that snap, crackle and pop...
move, flash, do everything they can to divert your attention
from the picture. In other words they degrade the picture!
Did the runner’s foot go out of bounds? Can't tell. The

sideline is obscured by the stupid graphics!

Some of the other networks do a little better. Instead of
blocking the whole top of the picture, they just have a
“bubble” of information floating up there, or, better yet,
down at the bottom, and the producers actually frame
the picture so you can see all the action without it being
blocked by the ads, promotions, statistics, and all the
other stuff, including just extra graphic lines and gim-
micks that someone thought were cute.

And while | am on this particular rant, which | seem

to do once a year about this time, almost the ENTIRE
third quarter of the Monday Night Football game was
taken up with discussions by the announcing crew with
a basketball player in the broadcast booth... with the
camera a good part of the time trained on them, not on
the game!

Hey... we want to watch the game, not Tony Kornheiser
and friends! At one point the play-by -play announcer
threw in a comment saying “oh, by the way, the Red-
skins just called a time out.”

Why? What was going on? What was happening on
the field? Nevermind. Apparently the decision has been
made that folks don’t really want to watch the football
game; they want to watch commercials, graphics and
talking heads who are mostly talking about something
other than the game being played!

Well, you don’t need HD for that.
Indeed, it's questionable if you even need television.

Why is the FCC obsessing about cable delivery? The
picture is not only being degraded already. It’s irrel-
evant! There. At least now | feel a little better.
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