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Behind the Curtain: Verizon Gives Some FiOS Financials

Verizon finally lifted the veil and revealed some stats behind its FiOS TV and data rollout during an analyst presen-
tation Wed. But it didn’t give out subscriber acquisition costs, only saying that the company believes its “in line with
industry benchmarks.” Whatever that means. Verizon did reveal that the cost per premise passed for the TV rollout
has dropped from $1,021/home at the end of ’05 to $873 year-to-date Aug '06. By year-end, Verizon expects to be
at $850 per premise—less than the previously announced year-end goal of $890. In Aug, the company spent $933
for each home that actually connected to the service but expects that rate to drop to $650 by 2010 ($700 to pass a
home). The telco predicts 100K FiOS TV subs at the end of 3Q, with 175K total at year end. The total capital spend
through 2010 is projected to be $22.9bin ($18blin net cap ex spending). Net cap ex is pegged at about $2535 for
each FiOS TV home. Verizon, whose share price closed at $36.78, was upbeat (it nixed plans to close the brief-
ing to the public and Webcast it instead). “One thing Verizon is very good at is meeting its cost number,” said CFO
Doreen Toben. “Occasionally, it takes a little bit longer than we think, but we’re really excellent at doing this.” Mean-
while, Congress’ failure to pass federal video franchising relief “is not holding us back,” said Verizon telecom pres
Virginia Ruesterholz. “We don’t see that as a necessity.” More Stats: Verizon plans to pass 18min homes with its
fiber network by 2010, 15mIn of which will be video-ready. It's aiming at 20-25% (3-4min subs) market penetration
for video by ’10. FiIOS expects positive operating income in ’09, with total fiber investment becoming EBITDA-posi-
tive in ’08. In addition, 70% of Verizon’s FiOS Internet product are new Verizon customers. In other words, they're
likely coming over from cable or dial-up and not cannibalizing existing Verizon DSL service. The telco expects 725K
FiOS Internet subs or a market penetration of 15% by year-end 06, and 35-50% penetration by 2010. Monthly
churn is 1.5%.

FiOS Future: Next year, Verizon plans to add a unified shopping portal, interactive broadcasts and gaming to
FiOS TV. But creating much of the buzz Wed was what Verizon didn’t say during its presentation. DSL Prime editor
Dave Burstein says he’s learned that the telco plans to open the FiOS set-top to all video on the Internet, with early
trials starting soon. Sister pub Communications Technology appears to have been the 1st pub to get Verizon to
acknowledge those plans publicly. A rep told the mag that Verizon’s recent release of Home Media DVR doesn’t
support that capability, but “it's on the roadmap for future releases.”

More Bell Video: All eyes were on Verizon Wed, but AT&T quietly went about its video business. It informed U-

verse customers in San Antonio, TX, that it will conduct work over the next few weeks to add more features, such
as HDTV, new channels, more VOD, games and personal photos. A spokesman had no info on when those fea-
tures would launch.
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OD: Cablevision Is expected to announce Thurs that new eps of several NBC series will be available for 95 cents
each on VOD a day after their 1st-run on network TV. Content will include “Law & Order: SVU,” “Law & Order: Cl,”
“The Office,” “Friday Night Lights” and “Las Vegas.” Comcast has a similar deal in place.

Competition: Kangaroo TV announced a pact with the NFL and DirecTV to provide fans in-stadium access to
DirecTV’s “NFL Sunday Ticket” programming through a KTV handheld device. The service — provided under the
brand name “NFL Sunday Ticket In-Stadium by DirecTV” — debuted Sun at the Miami Dolphins home game and will
premiere at the Washington Redskins’ stadium this Sun. It’'s available on a season-long or per-game basis and al-
lows viewing of any NFL game, plus real-time stats. -- Verizon Wireless rolled out its wireless broadband service in
the Boise, ID, metro area. -- AT&T announced the addition of Anime Network to its “U-verse TV” lineup. Custom-
ers will have access to “Anime Network On Demand,” offering thousands of programming hours directly from Japan
on a free, subscription or transactional basis.

Broadband: Here! and Maven Networks partnered to launch broadband channel here! Video at www.heretv.
com/videoplayer. Designed exclusively for gay and lesbian consumers, the channel features more than 300 short-
form videos. Included are trailers from the net’s linear programming, indie film shorts and broadband originals.

-- TBS and ViTrue unveiled a jv to create and launch the “Funny or Not?” online community, allowing TBS viewers
to create, produce and upload their own funny videos using ViTrue’s platform and tools. It will be available at www.
tbs.com.

In The States: RCN Wireless, powered by Mobile Pro’s wireless network, launched service Tues in Boston. 3 ser-
vice plans are offered, and RCN cable TV subs who sign up for a plan of $54/month or higher and a 2-year agree-
ment will receive a $5 discount each month.

Mobile: CBS Digital Media launched Wed “CBS SportsLine To Go,” a sports alert service that sends to cell
phones breaking news, headlines and fantasy updates, including video and pictures.

Technology: Akimbo announced the availability of the “RCA Akimbo Player,” allowing storage of more than 100
hours of broadband programming for later viewing on TV. Offering feature films from Movielink for the 1st time, the
device can be purchased at akimbo.com for $180, including a free 2-month trial of Akimbo’s service. Following an
Oct launch, it will run $200, and the service will be $10/month.

Feeling Thirsty? The Water Channel, a 24/7 net devoted to “water lifestyle programming,” says it is now available
to more than 15min Dish Network and Time Warner Cable homes. The net recently expanded into TW NY, MN
and OH. Water says it will expand to other TW and Cox systems this fall. Its programming lineup includes boat rac-
ing, extreme water sports, fishing and marine-related home shopping. Flippers, anyone?

Ratings: This week’s emotional football return to New Orleans on “Monday Night Football” produced yet another
ratings record for ESPN, drawing an 11.8 HH rating and 10.85mIn HH delivery. The telecast marked the 3rd straight
week of record net ratings for the pigskin coverage.

Programming: GSN will air in Feb the “National Vocabulary Championship” finale, the culmination of a na-
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BUSINESS & FINANCE

tional contest and public service
campaign launched to promote the
language understanding of high
school students. -- Singer Jewe/
will co-host season 5 of USA’s
“Nashville Star,” debuting Jan 11
(10pm ET). -- Starring comedy duo
The Umbilical Brothers, Noggin’s
“The Upside Down Show” (Oct 16,
11am ET) will allow preschool-

ers to interact by learning thinking
skills, vocabulary and relational
concepts and life skills through
pretend play. -- MTVN’s bi-lin-
gual channel MTV Tr3s launched
this week with a live concert from
Times Square that featured musi-
cal artists Nelly Furtado and Calle
13. The net’s music programming
includes blocks, specials, concerts,
video countdowns and artist’s
picks.

On the Circuit: Cox vp Janet
Barnard and A&E svp Melinda
McLaughlin will participate in an
Oct 18 panel session titled “Aligning
Your Purpose, Vision, Mission and
Values,” to be staged in Philly by the
CTHRA.

Public Affairs: Oct 7 has been
slated as “Comcast Cares Day,” the
MSQO’s 6th annual company-wide
day of volunteer service. 1 of the

10 nationwide locations selected for
projects is Sarasota, where Com-
cast execs, employees and families
will help Habitat for Humanity
renovate a 12-unit apartment com-
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Think about that for a minute...

Uniformity

It used to be so simple. If you wanted to listen to the ra-
dio, you just turned the dial to “on.” All AM stations were
on one band, and any consumer with a radio could hear
all the stations. Then came FM and now “HD-radio.” Al
the different permutations created a complicated prob-
lem for the producers of radios for the home, in cars,
and so on. The uniformity started to disappear, but in it's
place came innovation and competition.

The same happened to television in the early days. Just

a few channels, two through thirteen.
They all worked the same way; they
all were received on all television sets.
But then came UHF, and we had some
sets that picked those channels up,
and some that didn’t. We also found
that an antenna that worked with VHF
may not work for UHF. A new service
was born: Community Antenna Televi-
sion, which helped solve that problem. Again, innovation,
not government regulation, provided what consumers
wanted. It's time some of our policymakers conceded the
point that maybe the best thing they can do is stay out of
trying to regulate technical innovation.

Steve Effros

What does the consumer electronics and entertainment
marketplace look like today? Well, we have two different
satellite television systems, Echostar and DirecTV, us-
ing proprietary boxes that don’t work with each other’s.
We have two satellite radio systems... same thing. You
can buy a “radio” that picks up XM, but not Sirius. You
can have a radio installed in your car that gets one, both
or neither.

Your iPod will download music from the largest (by far)
music web sales site (iTunes), but you can’t get that
music to play on other players. Want to play games?
Well, it's either PlayStation or X-Box or something else,
but they don’t play well together, indeed they don’t play
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together at all! So the “new” world of incredibly rapid in-
novation and competition has led to multiple competitive
formats for electronics and entertainment.

Now you might argue that this is not good. The “good
old days” allowed us all to buy uniform radios and televi-
sions, and all consumer electronics manufacturers were
able to build and sell uniform products nationwide, and
that’s the way it should be. But think about that for a
minute; do we have more innovation and experimenta-
tion with new formats, new capabilities in electronics
and new forms of entertainment today or do we have
less? Of course the answer is more. We have an explo-
sion of these things, and they are all helping to fuel even
more innovation, more rapid developments, and, ironi-
cally, lower prices at the same time.

In only one area do we see a government demand for
uniformity: the way cable systems operate. The FCC
wants all systems to use uniform electronics so that
foreign manufacturers have an easier time making
models and selling them nationwide. This, allegedly, will
help consumers. Forget that those same consumers
seem capable of understanding that some cell systems
work better in some areas than others, and they buy
cell phones accordingly, or that those cell phones won'’t
work on competing systems either in the same market
or other markets. That's OK for cell phones but not for
television tuners.

Why? It's all part of a nostalgic drive for uniformity and
simplicity, and more importantly, money for manufac-
turers. Well, sorry, but we have moved on. Yes, things
are more complicated now, less uniform, but far more
innovative and exciting. The government should encour-
age that, not try to kill it.

T:703-631-2099
steve @effros.com

What a difference a year makes! CableFAX Magazine, published twice
yearly, is written with the same zest and vigor readers have come to
expectin CableFAX Daily. Both issues provide an in-depth look at the
people, deals and events that shape the cable industry
and are true coffee-table publications that are received with great
anticipation each year.

Be a part of the buzz...to subscribe, advertise or for
more information, please visit www.cablefax.com

CableFAX 100
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Deadline to submit a nomination is o
Friday, September 29. c

Strategies tactics leaders

j Worwp

TEXAS SHowpown
BEYOND SUNDAY Footea. - |
E N, NFL NI EGO 22

Submit nominations to:

BS TO WORK IN CABLE

Shirley Brady
CableWorld

email: sbrady@accessintel.com
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