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Fixer Upper: Zaslav Outlines Discovery’s Revamp

Taking a cue from Discovery Comm’s programming, CEO David Zaslav is looking to renovate a few properties of his
own. 6 Discovery channels have 50-70min distribution, but no name recognition, he said, calling it unacceptable to be
“‘just OK.” At NBC, he discovered that “it's very hard to create a channel because you can’t get beachfront real es-
tate. We have the opposite problem. Our entitlement is there—we’re already in your home,” Zaslav explained to UBS
media conference attendees Wed. That's why he has embarked on a plan to refocus some of Discovery’s 15 nets.
Environmental-advocacy net Planet Green launches next year, Discovery Times becomes crime-focused Investi-
gation Discovery next month and plans are in the works for a rebranding of Science Channel (same name, but a
more contemporary look—Zaslav thinks it'll be the next History Channel). Three more nets are in line for change.
“How many of you watch Discovery Kids... Discovery Military... Discovery Health? Discovery Health is in 70min
homes—why can’t that be bigger than Bravo?” Zaslav asked. Another part of Zaslav’s strategy has been to focus on
Discovery’s core businesses and trim underperformers. Remember the decision to nix Discovery’s 110 retail stores
and focus more energy on e-commerce? Cyber Monday (the 1st Mon after Thanksgiving) offered some positive rein-
forcement. Last year, Discovery did $1.4min in rev on that day. This year, it did $2.4min. As for digital, the idea to buy
HowStuffWorks for $250min came in part as he typed in words like “shark” into search engines during Discovery’s
highly-rated “Shark Week.” Discovery didn’t get a mention, but near the top of the result list with almost every search
was HowStuffWorks—which had no video. “People go to the Web because they're curious,” Zaslav said. “Everyone in
media is throwing content onto the superhighway in the hopes [customers] pick it up.” Instead, Discovery’s hoping to
just be there when consumers seek out something they’re interested in. Discovery’s margins have grown from about
25% to 30.5 in the first 9 months of the year. “One of the pearl opportunities for us is that this was an underperforming
business,” he said, adding that a fair amount of the gains will go to reinvestment. “We were heavy. We weren’t re-engi-
neered. We never really did this exercise... of what is growth and what is everything else.”

Comcast Warning: Ahead of its scheduled UBS conference presentation (Wed), Comcast lowered portions of its full-
year ‘07 guidance, citing “an increasingly challenging economic and competitive environment.” RGU additions are now
expected to tally 6min, down from 6.5min, and overall cable rev growth of 11% is foreseen, down from 12%. Revised
capex guidance of $6blin this year represents a 5% increase, and reflects “increased advanced digital set-top box pur-
chases, the company’s digital acceleration program, expanded network enhancements and acquisition-related invest-
ments.” Consolidated FCF is expected to be approx 80% of ’06, compared to previous estimates of at least 90%.

How Low Can You Go? Charter raised eyebrows Tues when it acknowledged that its began marketing $69.97,
12-month triple-play bundles system-wide to select, targeted customers. The bargain basement price only gets sub
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lifeline basic video (27 channels), and therein lies the MSO’s strategy. “It allows us to cross sale and upsale so that
our final RPU and profitability is about the same as our $99 customer,” CEO Neil Smit said during UBS’ media con-
ference. ARPU is around $120-$130 for it, he noted. Charter started trialing the $70 offer in a couple markets earlier
this year, opting to take it across the entire enterprise because of the high response rates. The promo actually goes
after higher-end customers because of the upsale potential, and it’s primary purpose is to drive call volume, Smit
said. At least one analyst has faith. “We believe Charter has spent a considerable amount of time under CMO Bob
Quigley evaluating the impact of various package pricing and the resulting ARPU,” Pali’s Rich Greenfield wrote.
The analyst questioned why more MSOs haven't tried cheaper triple-play offers given how Cablevision has main-
tained both the lowest offering ($90) and highest triple-play ARPU ($130).

The Network Sho: CBS pres/CEQ Les Moonves is “not terribly optimistic” that the WGA strike will soon end, but the
network nonetheless expects to air a full programming slate in the near- and mid-term—with the help of Showtime
content. Any net series “can work well on CBS,” said Moonves at the UBS conference, although he failed to disclose
which will make the jump. The exec is pleased with Showtime’s *07, “its best year financially ever.” CBS is also launch-
ing its own movie production arm that will feed content to Showtime. The segment’s 1st release is set for Feb *09.

Auction Block: At least 1 MSO will participate in the upcoming 700MHz FCC wireless spectrum auction next month:
Cox plans to bid without any partners. Cablevision said it filed the necessary forms to reserve its right to participate if
it chooses to do so. Time Warner Cable and Comcast have said they won't participate. DirecTV said Tues to count
it out as well. Others, including Bright House and EchoStar, said that they weren't prepared to discuss their plans
Tues. DISH shares pulled back this morning on concerns it will bid, dampening chances of an AT&T acquisition.
Oppenheimer said it was an overreaction, calling a $2-$3blIn bid by DISH unlikely. As for AT&T, the 2 could bid on
different blocks in order to provide different services, the investment firm said. If AT&T and DISH both bid, it makes an
imminent merger unlikely because of rules preventing bidders from talking to one another during the bidding process.

Deals: Charter sold systems in Vincennes, IN, and surrounding communities in southern IN and eastern IL to Av-
enue Broadband of Tyler, TX. The deal involves about 39.7K video subs. RBC Daniels represented Charter.

Next Versus Match-up: Comcast is in the market for a new head for Versus. Pres Gavin Harvey has opted not to
make the move from Stamford, CT, to Philly when the net moves its HQ in June, reports Sports Business Journal.
Harvey has agreed to remain on for at least 6 months, possibly even longer.

Competition: AT&T and Verizon Wireless have agreed to swap certain wireless assets, with AT&T set to acquire Ru-
ral Cellular properties in VT, NY and WA following Verizon’s purchase of Rural, plus a separate license in KY. Verizon
will buy from AT&T some former Dobson Comm properties in KY and 10MHz of PCS spectrum in several markets while
receiving a cash consideration from AT&T. AT&T has also agreed to sell the Cellular One brand to Trilogy Partners.

Layoffs: NBCU began its expected trimming of Oxygen staffers, laying off 25% of its employees (approx 60 staffers)
Mon. “While these decisions are never easy, they have been made after a great deal of thought and careful consid-
eration about what is best for the business,” said NBCU digital distribution pres Jean-Briac Perrrette. NBCU said it is
offering some impacted staffers opportunities within NBCU where available, while others are being paid through the
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