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DTV Nastiness: NAB, Consumers Union Go After Cable

As the DTV transition approaches, it’s not all “Kumbaya” between the impacted industries. Punches are starting to get
thrown. It started with an article in the Nov issue of Consumer Reports about cable operators moving channels to digital
from analog to free up more bandwidth. It's a practice that operators have employed for years as they move to all digital—
and going all digital is something that the FCC has encouraged, even granting set-top integration ban waivers to opera-
tors who pledge to do so by Feb 17. Consumers Union dubs the migration as a “rate hike” since customers often have

to pay for digital boxes to see the channels. “It seems that cable companies are using confusion about the forthcoming
digital TV transition—which applies only to TVs with antennas, not to TVs with cable—as a chance to boost the bills of
cable customers,” says the magazine, which is published by the Consumers Union. NAB, which has been arguing with
cable over the time period for a retrans quiet period to avoid DTV transition confusion if a broadcaster pulls its signal,
quickly jumped on the Consumer Reports piece. “If true, the Consumer Reports allegations raise disturbing questions
about the cable industry that might be worthy of an FCC review,” NAB spokesman Dennis Wharton said in an email alert-
ing reporters to the story Wed. “While broadcasters have donated a billion dollars in airtime and education to ensure a
seamless transition to digital television, some in the cable industry seem to view DTV as merely an opportunity to raise
rates. Consumers deserve factual information about the DTV transition from cable MSOs, not more confusion and higher
bills”” Adding to the ammunition is that some cable operators, including Comcast, have started announcing their periodic
price increases for some levels of service. NCTA fired back, with a spokesman calling NAB’s statement “bizarre and petty:
“Let’s face it: this is a pathetic attempt to use the digital transition to mask the obvious desire by some stations to impose
many millions of dollars for what is otherwise free over the air TV by misuse of retransmission consent,” said NCTAs Brian
Dietz, who added that cable was the 1st industry to announce and execute a $200min campaign that promoted the govt's
converter box coupon program for over-the-air households and transition education. In related news, Comcast on Wed
announced a new initiative to offer free basic cable for 12 months to those opting for at least one additional Comcast ser-
vice (phone or HSD). New subs not choosing the option can get basic cable for $10/month for the full year; current subs
can add basic to additional TVs at no additional cost. Dietz said many NAB members publicly urged that very promo.

]

Skool’s Out: Rainbow has sold its Lifeskool and Sportskool VOD products through separate deals, an unsurprising
development considering previous layoffs of about 20 or so people who worked for the pair and Cablevision’s recent
vetting of properties amid Sundance Channel’s integration and a desire to boost its share price. Offering how-to/ent
programming covering numerous categories, the nets were rebranded in Feb 07, Entrepreneurs Joe Covey and Mat-
thew Davidge picked up Lifeskool, which they will operate under the nets’ previous Mag Rack Ent moniker. Sportskool
was acquired by Grace Creek Media, which will work with USA Today Live on instructional videos for the net. RBC
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Daniels advised Rainbow in the Grace Creek transaction. Financials weren't disclosed. The new owners will take over
current VOD distribution deals. Dan Ronayne, evp & gm of Lifeskool and Sportskool, will remain with Rainbow, but his
role has not been announced. Now we're left wondering what happens to Voom?

Must Carry Madness: ACA is the latest to weigh in on FCC chmn Kevin Martin’s proposal to allow low-power stations
to gain full power status, and thus must carry status, with cable operators. Late Wed, Martin added the item to the Oct
15 agenda. ACA suggested that the best first step to increasing diverse and local content would be for the FCC to—sur-
prise—adopt ACAs proposal for wholesale unbundling of programming. The group warns that allowing Class A stations
the right to demand must carry would eliminate the market-based incentive that drives member ops to offer compelling
content, including low power stations for many ACA members. If Class A stations get full-power status, ACA said there
should be exemptions for small cable systems with limited channel capacity and those with a small sub base. Comcast
recently told the FCC that there is no legal or policy basis for increasing must-carry burdens on cable ops (Cfax, 10/7).

Competition: Available to AT&T and Verizon wireless subs, MediaFLO’s mobile TV service this season features series
including Comedy Central’s “The Sarah Silverman Program” and CBS’ “CSI: Miami,” with many slated to air simultane-
ously on the service and TV. -- With adds in Evansville, IN, and Columbia, MO, DirecTV now offers local HD programming
in 100 markets. -- FIOS TV is now available in 6 additional NJ cities/towns including Long Branch and South Plainfield.

In the States: SureWest expanded the reach of triple-play services to include 3.5K Kansas City-area homes, and plans
to reach 10K by YE. -- Cox launched in Southern NV VOD content featuring 2-min cameos from 94 candidates seeking
local/state offices. -- Spanish-language children’s net Sorpresa opened a regional ad sales office in the Dallas-area.

Carriage: Cox has launched in Northern VA Setanta Sports, which runs $13/month.

Research: Consumers who watch more than 1 hour/week of online video comprise nearly 40% of all Web video viewers
and watch nearly 75% of all online video, according to a study conducted by Forrester Consulting on behalf of Veoh
Networks. These so-called Engaged Viewers, 35% of whom are 13-24s, expect to spend significantly more time with
online video over the next year. [More details at www.cablefaxcontentbusiness.com]

Ratings: While they failed to eclipse those garnered by Sat’s vp version, cable news nets’ ratings for Wed night’s presi-
dential debate were solid nonetheless. From 9-10:35pm, CNN averaged 9.23min viewers, Fox News 8.77mIn and MSN-
BC 3.77min. Post-debate analysis and banter through 11pm on Fox News garnered 7.65min viewers, on CNN 7.63min
and on MSNBC 3.93min. Data covering prime (8-11pm): Fox News 7.21min, CNN 6.75mIn and MSNBC 3.27min.

Programming: ABC Family has greenlit pilots “Ruby and The Rockits” and “10 Things | Hate About You.” Ruby
spotlights a former teen idol who is adjusting to a new family wrinkle, and 10 Things, based on the eponymous
movie, follows 2 very different sisters. -- Sean Hannity has re-signed with Fox News to continue hosting “Hannity

& Colmes” and “Hannity’s America.” -- The 100th ep of A&E’s “Dog the Bounty Hunter” will air Oct 15. -- A&E’s new
original “Rookies” (Oct 21) spotlights real-life freshman cops in Tampa and Jefferson Parish, LA. -- ESPN has inked
the Big West Conference to a 5-yr broadcast agreement that includes a minimum of 12 national men’s basketball
telecasts per annum, primarily on ESPNU and ESPN2.
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BUSINESS & FINANCE

People: Scripps Nets upped Laura
Galietta to svp, ad sales marketing. --
Bright House tapped former Charter
exec Todd Stewart as vp, ad sales.

Business/Finance: The (lingering)
bad news: Wall St slugged cable yet
again on Wed, with shares of Cable-
vision and Charter dipping below
52-week floors. Others, however, are
absorbing gaudier punches—Sprint
shares closed Wed at their lowest
level since the Reagan Adminis-
tration—and the outlook for telcos
remains grim, say analysts. Citing ris-
ing borrowing costs and increasingly
frugal consumers, Sanford Bernstein
analyst Craig Moffett cut his price tar-
get on AT&T to $35 from $42, and on
Verizon to $32 from $37 “Stretched
consumers will be more likely to dis-
connect access lines; enterprise cus-
tomers will be less inclined to invest in
data services,” said Moffett, noting that
even these 2 highly-capitalized behe-
moths will feel the pinch from tighten-
ing credit. VZ shares closed at a 6-yr
low, AT&T shares at a 3-yr low. Bank
of America and RBC Capital Mar-
kets also joined in. BoA analyst David
Barden slashed his AT&T price target
to $36 from $46, and RBC cut its
target to $32 from $45 while lowering
Verizon's target to $31 from $37. Sprint
also faces a difficult road ahead, ac-
cording to the analysts, and perhaps
the rockiest. “Scarce credit could radi-
cally reduce Sprint’s range of strategic
options and tighten already competi-
tive screws,” said Moffett.
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October 15 * The Cable Center

CABLE CENTER SMACKDOWN
Watch as Cable Positive, CTAM, NAMIC, SCTE and WICT battle in a racous trivia challenge.

EXECUTIVE FOCUS ON CUSTOMER CARE

Join The Cable Center as we explore the challenges and opportunities of customer care in the industry.

October 16 * Colorado Convention Center

CABLE HALL OF FAME CELEBRATION, PRESENTED BY CABLEVISION AND RAINBOW MEDIA

7
A

George Richard R. Raymond E. Susan E. Hubert “Hub” Michael S.
Bodenheimer Green Joslin Packard Schlafly Willner

October 17 * The Cable Center
KEY ISSUES SERIES: The Structure of the Video Programming Industry: Revolution,

Regulation, or The Return of Yesterday's Battles?
Featuring keynote speaker Michael Copps, FCC Commissioner
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