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Set-top Proposal: FCC vs Future of TV Coalition

The war is on. On Thurs, FCC chmn Tom Wheeler is set to circulate an NPRM designed to pave the way for software,
devices and other solutions to compete with traditional set-tops. The proposal will be voted on Feb 18 during the agency’s
Open Meeting, senior FCC officials said during a background briefing Wed. Then the agency will open the item up for com-
ments. Shortly after the proposal was unveiled, cable responded with the launch of the Future of TV Coalition consist-

ing of 47 founding members including NCTA, ACA, major and mid-sized pay-TV ops, as well as programmers and civic
groups. The group, led by co-chairs Alfred Liggins, CEO of TV One, and Nomi Bergman, pres of Bright House, seeks

to “celebrate and promote the thriving innovation” that already exists in the pay-TV space. It said a few tech companies
(including Google and TiVo), want the FCC to replace innovation with government regulation, often referred to as ‘AllVid”
One of the several proposals made by the FCC’s Downloadable Security Technology Advisory Committee, AllVid al-
lows consumers to use a device other than a set-top to access video services. Consumers groups like Public Knowledge
also back this approach. ‘AllVid would force programmers and TV providers to dismantle their shows and services for these
companies to repackage, reuse, and exploit without negotiating for the rights like everybody else in the market does today;,’
the Future of TV coalition said. Moreover, it would increase the equipment in consumer homes by requiring a new ‘AllVid”
adapter in the home to deliver programming to a set-top box or video device purchased at retail, further escalating con-
sumer costs. Cable, in general, prefers a hands-off, app-based approach that would allow ops to provide their own apps
and user interfaces. Wheeler is framing his proposal as consumer friendly and not a huge blow to the pay-TV industry. The
goal, according to a proposal summary; is to “unlock the set-top box.” Nothing in the proposal changes an MVPD’s ability
to bundle and price its programming, senior FCC officials said during a press briefing. It also doesn't require consumers

to purchase any new devices if they are satisfied with their pay-TV provided set-tops, they said. The proposal identifies 3
main information streams that must pass from MVPDs to the creators of competitive devices or apps. They are Service
Discovery, information about what programming is available to the consumer like channel listing and VOD lineup; Entitle-
ments, information about what a device is allowed to do with content such as recording; and Content Delivery, which is

the video programming itself. In terms of standards for these 3 information flows, Wheeler’s proposal recommends they
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be made available to the creators of competitive devices using any “published, transparent format that conforms to speci-
fications set by an independent, open standard body.” Since there is little technical difficulty, standards can be developed

in a short time frame, meaning devices and apps can hit the market soon, senior FCC officials said. The agency said the
average charge for a set-top box is $7.43 per month, an increase of 185% since 1994—more than three times the increase
in the Consumer Price Index (CPI) over that same period. While it’s still too early to estimate potential cost savings, the
proposal seeks to provide options with a variety of price points for consumers, senior FCC officials said.

More on Set-top Proposal: Tom Wheeler's plan may not propose a mandated security system, but ACA remains “espe-
cially troubled by the agency’s one-size-fits-all approach that will disproportionately burden smaller cable operators,” the
group’s pres/CEQ Matt Polka said in a statement. “Incidentally, many ACA members have responded to the new media
environment rich with apps and devices by deploying TiVo set-tops boxes, which integrate Netflix and other popular OTT
services that consumers can access from a single remote.” TiVo, on the other hand, said the proposal would enable
consumers to purchase competitive retail devices to get their cable programming. “More capable user interfaces allowing
consumers to move seamlessly between traditional television channels and new streaming services will benefit consum-
ers as well as the television ecosystem (including cable operators) by increasing satisfaction with the pay TV bundle as
well as expanding opportunities for minority and independent voices,” said Matthew Zinn, svp/general counsel of TiVo.

Sinclair Buying Tennis Channel: The months-long rumor that Sinclair was in serious talks for Tennis Channel proved
true Wed when the broadcaster announced it will purchase the network for $350min. What's more, Sinclair said it had al-
ready negotiated agreements with various MVPDs to increase Tennis’ carriage from 30min homes to 50min once the deal
closes. On a conference call to reporters Sinclair Broadcast Group evp Barry Faber called Tennis “tremendously under-
distributed” despite its quality and value—and therefore an opportunity. It looked like something was up this past summer
when Sinclair stations went dark on DISH. The DBS provider complained then that Sinclair was attempting to gain leverage
for carriage of an unrelated cable channel it hopes to acquire, but didn't yet own. The blackout lasted less than 24 hours,
begging the question to whether DISH agreed to broader distribution of Tennis. Faber declined to name which MVPDs Sin-
clair has made agreements with for an additional 20 min homes. It has been including the distribution of Tennis as part of
its retrans discussions and has a couple of “very major ones” left, he said. “Based on past performance | am confident that
we'll reach increased distribution with all of them.” The 20 min homes already negotiated will take a rollout of about over a
year, Faber said. Regarding Tennis’ litigation with Comcast, Solomon said the deal “doesn’t change anything... Comcast is
one of our largest distributors right now... it's a legal process... We have been doing great business,” despite the disagree-
ment on its “level of penetration.” Sinclair said it would benefit from more than $200 million of Tennis net operating losses
that it will be able to carry forward to reduce future tax payments, the present value of which Sinclair estimates to be worth
approx $65 million. Tennis Channel chmn/CEQ Ken Solomon will continue to be involved with the channel, Sinclair said.
The deal is expected to close this quarter. LionTree Advisors acted as financial adviser to Tennis Channel in connection
with the transaction. Evolution Media Capital also acted as an adviser to Tennis Channel.

CPUC-Charter: Reports have Tues night's CA PUC hearing over Charter’s plan to buy Time Warner Cable and Charter
lasting about 4 hours. The L.A.Times reported more than 100 people spoke during the hearing (CFX, 1/27), including a rep
of the Writers Guild of America, West (opposes the deal) and the head of Smart Education (supports the deal). While
the PUC isn't expected to vote on the deal until June, Charter has been hoping to expedite the process.

AT&T 4Q: AT&T is early in the process of rolling out converged offerings following its DirecTV acquisition, chmn/CEO
Randall Stephenson said during the company’s earnings conference call late Tues. “The sales channel is just really start-
ing to get their legs underneath them on how to attach satellite and mobility together... We are doing some things to shore
up the U-verse base because we are focused on the satellite product, and so as a result you're seeing U-verse churn up,”
he said. The DirecTV purchase is “really accelerating our introduction of next-generation TV” as the new company creates
entertainment packages that hit “essentially any mobile device,” he said. The telco launched an unlimited mobile data plan
for new and existing TV subs earlier this month. “This is only our first move. You're going to see the offers and the custom-
er experience continue to get better and better as we move through 2016,” Stephenson said.

Aereo’s Kanojia’s Back: On Wed, Aereo founder Chet Kanojia announced the launch of Starry, which will sell wireless
equipment and deliver wireless Internet speeds using millimeter wave band active phased array technology. The plan is
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More On Competition

Commission might be the Courts, but only if they stop
giving “deference” to an alleged “expert agency.”

Think about that for a minute...
R

Commentary by Steve Effros

Last week | mused about those who
insist competition is the only remedy
to the alleged unfairness, poor ser-
vice, high prices and general malfea-
sance they see in the video delivery/
broadband market today. Ironically, as
soon as we actually got competition and the industry
started to vocally confirm it intended to respond to that
competition, those same folks started complaining such
responses might be unfair and even illegal! They want
multiple competitors as well as government regulation
and industrial policy, but apparently not competitiveness.

Once again, the underlying issue is “what is our busi-
ness?” In legal terms, if we were to analyze all this
through the lens of antitrust law, the terminology would
be “what’s the relevant market?” The issue would be
“market dominance.” But unfortunately we are not in
well-established and understood antitrust analysis, we
are in a very undefined “policy” world where the FCC
seems to have free rein to define and redefine what the
policy goals and definitions are. As is often said, they
seem to “move the goalposts” whenever they want to
maintain regulatory authority.

That’s what’s happening this month as the newest report
on broadband competition comes out with recently
changed “benchmark” numbers, now 25Mbps down
3Mbps up rather than the older, lower “standards.” By
the new measurement, the FCC says, things are not
moving fast enough, there is not enough competition

or uptake, and therefore, surprise (!) the Commission
has to retain regulatory control and look for new ways

to mandate the policy objectives they have set. There is
little use complaining about this gambit. It's an old one at
the Commission, and so long as Congress doesn’t step
in (and they won't right now... they’re busy chewing gum,
can't do two things at once!) the only restraint on the

So what is that “expert” hearing? Well, for one thing it's
being told that wired and wireless broadband offerings
don’t compete. Now you have to be from another planet
to believe that in some contexts. All you need to do is

| look at all the studies of the “millennial” generation and

the fact that they no longer use wireline phones—they
rely totally on their wireless phones—to know that there
appears to be direct competition! The same is true of
the studies showing that a majority of broadband in-
quiries, for instance, are initiated from wireless devices
these days.

But no, they are told by the consumer lobbyists that
wired and wireless are different because in some cases
one is better for use in certain instances than the other...
so they are different! Well, of course. Just as the articles
in the New York Times are different from the ones in the
Wall Street Journal, and therefore sometimes | read one
or the other. That's what competition leads to: emphasiz-
ing differences, offering alternatives, being better at one
thing or another. The Corvette is different from the pickup
truck, but they compete for someone’s attention and dol-
lars when using a vehicle. The same is true for wired and
wireless communications. To suggest they don't compete
for the same dollars is an excuse to maintain the notion
that regulation is needed to promote policy objectives.
Big video screens are better for some things, smaller for
others. But they’re both screens!

| have no illusion that this is going to change, | just
thought it useful to point out how
disingenuous it is.

T:202-630-2099
steve@effros.com
(Steve Effros was President of CATA for 23 years and is
now an advisor and consultant to the cable industry. His
views do not necessarily reflect the views of Cablefax.)
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A Deeper Look at CTHRA’s Compensation Survey

As the lines between traditional
media companies and digital com- T . AT
panies blur, some substantial differ- LTI El'g'b'l'ty Remains Very Limited
ences between the two remain when

. : MSO
it comes to compensation. Take
long-term incentives, such as stock
options, shares and long-term cash
awards. None of the MSOs who par-
ticipated in The Cable and Telecom- Limited
munications Human Resources 1ome
Association’s 2015 compensation
survey extended long-term incentive
eligibility to all employees, and only
6% of programmers did. However,

PRG

When Limited, Offered to: When Limited, Offered to:

45% of digital employers surveyed

. . . 0, 0,
offered equity incentives to every- olitdiad
one. MSO and programmers are Dir 89%
much more likely to offer bo.nuses —
and other short-term incentives deep

in the company, with 64% of MSOs
extending bonus eligibility to all em-

ployees, and programmers extend-
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ing them to 50% of the workforce.

“What has become such a big
theme across all the cable compa-
nies is that the programmers need
to compete digitally so they need to
compete for digital talent, whereas
they used to just be able to stay in
the media sector and hire people

in the media sector. Now they have
a bigger group of competitors for
that talent, and they need to adapt
to that,” said Hali Croner, pres/CEO
of The Croner Company, which
CTHRA commissioned for the sur-
vey. She added that the same is true
for operators, particularly in technol-
ogy and software engineering.

“For sure the digital companies pay
more, but they’re not necessarily
always the better places to work,”
Croner said. “You can't go head to
head with pay, but you can start to
go head-to-head with culture... It's
the type of experience you can offer
to employees at the company. Ac-
cess to top management, transpar-
ency about information, engagement
with the products and content that
they have. Just ways to make people
feel really connected to the compa-
nies.”

Ann Carlsen of Carlsen Resources
cautions against assuming that tra-
ditional media always pays less than
digital. “Our experience is that only
some digital companies pay more
than traditional media, but it isn't
across the board by any measure-
ment. Some of the companies allow
employees more flexibility in how the
employee takes their compensation.

Actual Pay in Digital Is Higher

Pay for the Same Survey Position in Digital Companies vs. Media?

10%
Executive 20%

49%

17%

Management 23%

38%

I

IC 20%
27%

W Base WTCC =TDC

! Analysis compares excludes sales positions.

Base — is Base Salary

TCC —Total Cash Compensation (base salary + short term incentive bonus
received in 12 month period)

TDC —Total Direct Compensation (base salary, short-term incentive awards
and the annualized value of LTI awards)

IC - Individual Contributor

For example, they can choose to has expanded into new categories
take more in stock or vacation,” she and included more digital companies
said. Cultural fit, learning and men- for comparison. This year’s partici-
toring, and growth potential can all pants included Amazon, Hulu and
be more important than money, she = RedBull Media House. Survey
said. co-chair and pres/CEO of green-

The good news is cable hasn't lightjobs Lisa Kaye said it has taken

buried its head in the sand. CTHRA  traditional media companies—par-
found that individuals with digital and ~ ficularly programmers—a little while
technical skills saw the highest sal- 10 see the importance of includ-
ary increases last year. In addition, N9 digital. “There’s been an ah-ha

the group’s compensation survey !'ealization that not only are thgy
in our space, but they’re recruiting
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people from our companies,” Kaye
said. That’s led to new jobs being
added to the survey. CTHRAs 2015
survey for programmers included 8
new job families: digital journalist,
digital anchor and digital coordina-
tor, as well as research, marketing
strategy, participation and residuals,
government relations and anti-piracy.
The MSO Survey included two new
job families: workforce management
and national enterprise commercial
sales.

Culture is the big buzz word com-
ing from CTHRASs findings. “One of
the things I've seen having worked
for Facebook, Oculus VR and

other digital media companies is
that a lot is given to creating that
environment—that workplace that is
much more open and collaborative
and transparent in allowing people
to have more flexibility in work-life
balance issues,” Kaye said, suggest-
ing companies look for more creative
ways to attract and retain talent,
rather than running the traditional
9-5/5-day-per-week schedule.

As a headhunter, Carlsen said she
can't emphasize the importance of
culture enough, noting that digital
companies sell themselves different-
lv to job candidates. “They present

an alluring and compelling vision of
their organizations that is futuristic,
and the feeling is that if you don’t
jump onboard you will miss some-
thing big. There is a strong pull in
individuals to be part of a picture like
that,” she said. “Digital companies
also appeal to the entrepreneurial
spirit by comparing their place in the
industry lifecycle to that of the cable
industry when it was fresh, new,
young and beaming with possibil-
ity. That is very appealing to a vast
majority of people in the traditional
cable space today.”

At the same time, Carlsen gives
many companies within the cable
industry credit for changing to better
compete in the digital age. “This
industry was built by innovators, and
it will continue to adapt to change
and stay disruptive,” she said. “It all
depends on the size and scale of
the companies we're discussing.
Certainly an employee looking at

a top tier cable company versus a
mid-size early stage digital company
would have very different expecta-
tions about what each of those
environments can offer. But deciding
whether to work at Amazon versus
Comcast would not be a stretch.
They’re both aggressive, mature

A
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Digital Offers More Fully Subsidized Perks

Media / Content

companies with multiple offerings,
cultures of innovation, and matrix’ d
environments.”

CTHRASs survey also delved into
amenities and culture for the first
time. The findings? Digital and high-
tech competitors are much more
likely to offer up fully stocked free
pantries or basketball and ping pong
tables. “They’ve nailed the free food.
They’ve nailed this kind of campus
environment, particularly that really
resonates with younger employees
that has to do with an overall setting
that’s more fun to be in,” Croner said.
“There’s a little bit more of gym facili-
ties offered. But media companies
tend to subsidize health as well”

Carlsen cautions against getting too
caught up in the lure of free Greek
yogurts and cereal in the office. “I
would put perks as very nice win-
dow dressing or nice-to-have, but
nothing compares to the culture

of a company in the long run,” she
said. “Companies would do well to
use marketing principles to create a
culture that’s unique and attractive
to the kind of executive they want to
hire. Start by identifying what kind
of dynamics will lead to the results
you're trying to achieve, clearly
articulate them, and then work to
cultivate them.”

CTHRA will continue its compensa-
tion survey next year, adding an
analytics job family to the research.
“l think that is another movement
forward in the digital era, with Web
and mobile usage,” Croner said. The
group also is constantly on the hunt
for new digital company participants,
with invitations extended to compa-
nies like Netflix and Vudu, she said.
“It's very important to have a good
sense of the external marketplace
for people. We take into account
benchmarking data a lot,” said Dave
Crossen, svp, HR for NBC Broad-
casting and Distribution and survey
co-chair. “For us in our industry,
CTHRA is the go-to resource.”
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presented a choice of carefully selected, difference—making candidates.

Whether you’re searching for someone to guide your company’s future, or looking to discover a
young rising star, a partnership with Carlsen means a collaboration with a company big enough to
do the job right, yet small enough to work side-by-side with you every step of the way.

Ann Carlsen
Founder & CEO
Phone: 970-242-9462
acarlsen@carlsenresources.com

Renee Hauch Terri Thompson Justin Rallis
EVP, Search Management EVP, Search Management Managing Director,
& Research & Strategy Carlsen Resources International
Phone: 215-862-5610 Phone: 770-436-1005 Phone: 970-242-9462

rhauch@carlsenresources.com tthompson@carlsenresources.com jrallis@carlsenresources.com

Sandy Ramunno, CPA Christina Burz
CFO/C00 SVP, Search €& Management
Phone: 970-257-0213 Phone: 212-866-2870
sramunno@carlsenresources.com cburz@carlsenresources.com

ExecuTive SEARCH SPECIALIZING IN CABLE, MEDIA, ENTERTAINMENT, TECHNOLOGY, INTERNATIONAL AND DIVERSITY

970-242-9462 www.carlsenresources.com




