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FiOS Spark: Verizon Shares Make Big Gains

Wall St heftily rewarded Verizon for its 3Q results Mon, with shares closing up 10%. Bloomberg reports that the stock
saw its largest rise in more than 8 years, with sales for the Q up 4.1% to $24.8bln and net income up 31%. The telco was
proud of FiOS numbers, despite what it called the “rhetoric of the cable companies.” In its first 3 months in Staten Island,
FIOS TV has achieved a 10% penetration rate, execs said. “On average FiOS TV achieves 17% penetration in just 12
months and over 26% penetration within 2 years,” said pres/COQO Denny Strigl, noting that Verizon will be 2/3 through with
its fiber buildout in the coming months. “These numbers are better than we had anticipated.” Verizon entered NYC in 3Q
and began marketing to an additional 1.2miIn homes. It added 233K new FiOS TV HHs in the Q. In the “coming soon” cat-
egory, Verizon plans to allow DVR programming via cell phone (AT&T’s U-verse already does this) as well the ability to
view Facebook and YouTube on the TV. Access lines continue to fall, and DSL lost 96K subs. FiOS Internet gained 225K
subs, giving Verizon a net gain of 129K broadband customers. “We're not surprised at the access line loss. We've been
saying now for a couple years that DSL itself was going to become less potent. Wireless is obviously much more of a
substitute capability going forward,” said chmn/CEQ Ivan Seidenberg. Telco brass said spending has begun on LTE wire-
less technology, but declined to disclose a specific figure. “1 can tell you looking at our capital spend plans for next year,
we'll continue to bring our spend as a percent of revenue down,” Strigl said. S&P maintained its “buy” rating on the stock.
“Despite economic and competitive pressure that we contend led to 9% access line losses, we are encouraged by VZ's
strong 1.5mIn organic wireless additions and the continued rollout of its FIOS offerings,” it said. Somewhat more cautious
was Sanford Bernstein’s Craig Moffeft, who described Verizon as “dodging a bullet, for now. Wireless (1.5mln adds/2.13
when acquisitions are included) and enterprise beat his expectations, while wireline remains “bleak” even though margins
held at 27.3%, flat sequentially and approximately flat versus a year ago. “The problem, of course, is that Verizon’s guid-
ance maintains an expectation of expanding wireline margins in the face of declining wireline volumes over the next few
years (and so do consensus forecasts),” Moffett said in a note to clients. And while FiOS turned EBITDA positive this Q, he
expects it to be a drag on margins until its own margins crosses 27%, which is the avg for the wireline division.

Wireless World: The lingering $305min wireless question surrounding Cox has finally been answered—at least par-
tially. After purchasing 22 spectrum licenses earlier this year that cover 76% of its footprint, the MSO plans in ‘09 to roll
out wireless offerings using Sprint’s national network and its own 3G wireless network currently under construction. No
word, however, on initial markets, product mix or pricing for a potential quad play. In a departure from the wireless broad-
band-only focus of cable brethren such as Comcast, Time Warner Cable and Cablevision, Cox will also offer plans for
wireless handsets. While admitting that the US wireless voice market is “saturated,” Cox wireless vp Stephen Bye said
the service “is really important to our customers.” Planned products and services will “at least offer competitive parity;” he
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said, eschewing specificity. Cox had always been the most active MSO in cable’s defunct Pivot wireless initiative with
Sprint, and learned through the experience that more personal control over products and offerings was imperative, said
Bye. As such, the MSO will manage every aspect of the wireless services, from product development to customer sup-
port and billing. Cox said 64% of its customers buy multiple services and one-third subscribe to a triple-play.

At the Portals: NCTA is asking the FCC to proceed with caution when it comes to white spaces, pointing to a report
released earlier this month from the FCC'’s Office of Engineering & Technology. The report found that unlicensed de-
vices operating at low output power will disrupt cable service in the home. The issue is slated for a vote at the FCC’s
Nov 4 meeting. ‘According to the Chairman’s press statements, the proposed item would allow devices to operate at
100 mW—20 times the power that has been shown to cause interference to cable television reception of both ana-
log and digital signals. This is frankly inexplicable,” NCTA told the FCC. It joins NAB and MSTV in calling for the FCC
to seek a public notice on the OET white spaces report.

Guilty: A jury has found former Sen Commerce vice chmn Ted Stevens (R-AK) guilty on corruption charges. The
Sen was found guilty on all 7 counts of lying on Senate disclosure forms to hide more than $250K in home renova-
tions and other gifts. Stevens, 84, is running for re-election.

Competition: AT&T will begin rolling out next week up to 30 HD nets across U-verse TV markets, including Hall-
mark Movie Channel, Lifetime and numerous RSNs. The move brings to more than 75 the number of high-def
nets available on the service, a number the telco said exceeds those offered by the major local cable op in every U-
verse TV market. AT&T’s programming ramp also includes an expansion of ethnic content packages and additional
HD package options. Separately, the telco has launched U-verse TV in Madison, WI.

Sports Shuffle: As all of Fox’s RSN’s are transitioning to Fox Sports monikers instead of FSN, 2 more family nets will
launch this week in the Southeast. Fox Sports TN will feature live games and other content from the Memphis Grizzlies,
Nashville Predators and the SEC through more than 1.8mIn area cable/satellite HHs. Fox Sports Carolinas will hit more
than 4min HHs in NC and SC, offering live games and other content from the Carolina Hurricanes, Charlotte Bobcats
and the ACC. The channels take over in their respective areas for Fox Sports South, which continues to service 7min
homes in AL, GA, KY and MS. Sibling net SportSouth will complement the both of the new nets’ programming.

Advertising/Marketing: Suddenlink unveiled its “Easy” branding effort, and a related ad campaign bows this week on
TV, radio, online, print and outdoor media. Check out 1 of the ads at YouTube.com/watch?v=8ajWwCghBUJk.

ITV: LIN TV’s Hartford-New Haven stations (WTNH and WCTX) will participate in Backchannelmedia’s TV-to-Internet
click-through market trial next month. It will test Backchannel’s interactive tech with a select group of viewers and
advertisers. While watching the stations, viewers use their remotes to bookmark items of interest; the bookmarks are
forwarded to a personal Website. LIN is in a retrans dispute with Time Warner Cable, but this market is not affected.

DTV Doings: A MI DISH Network retailer has some egg on its face. Future Vision made calls to some M residents
warning them that they could lose broadcast signals if they rely on OTA reception come Nov—not Feb 17, the date
of the national DTV transition. Apparently, the retailer confused the early Nov 19 transition of a Flint, MI, PBS station,
thinking that it applied to all of the state’s broadcasters. “This was a misunderstanding on the part of the retailer and
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« Design

« E-commerce/ Merchandizing

« Email Newsletter/s

« Games

« Marketing Campaign

« Mobile Application

« Original Content

« Podcast or Videocast

« PR Campaign
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+ Vlideo: Overall Use of Video
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- VP, Digital

« Online Marketing Executive

« Web Editor

« Video Editor/Producer

« Web Designer

« Other (please enter an executive\

Best Overall Websites:

« Independent Operator

« Cable System (MSO)

« (able Network

« Regional/Local Programmers
« Technology and other Vendors
« (able Associations

CaBLEFAX'S BEST OF THE WEB AWARDS is the industry’s

top honor in digital space, recognizing outstanding Web sites and digital
initiatives among cable programmers (networks and independents), operators,
vendors and associations. The CableFAX Best of the Web Awards will also salute
the cable executives behind the scenes, making these digital initiatives shine.

The awards are presented by the most trusted information source in cable: CableFAX Daily and sister
brands CableFAX: The Magazine and Content Business. The winners and honorable mentions will be
honored at an awards event on February 26, 2009 at the Grand Hyatt, NYC.

Awards Timeline
Entry Deadline: December 3, 2008
Late Entry Deadline: December 10, 2008
Award Event: February 26, 2009

People Awards:

who is successfully leading your
organization’s digital initiatives

.ct Information

To sponsor the Best of the Web Awards program, including the luncheon and special Please contact Awards Coordinator, Rachel Smar at 301-354-1613;
issue contact publisher Debbie Vodenos at 301-354-1695 or dvodenos@accessintel.com. rsmar@accessintel.com.




