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Comcast’s Roberts: Not Focusing on M&A Right Now

Comcast chmn/CEO Brian Roberts’ message from the company’s 4Q earnings call was loud and clear: The focus this
year is on running the business, not acquisitions. That might be somewhat surprising since the company is positioned
well financially to be in the hunting mode: It grew revenue by 8.3% in 2015 and operating cash flow by 7.7% YQY, gener-
ating close to $9bln in free cash flow. Looking at potential M&A scenarios and many others that have been suggested,
“‘there’s nothing we feel we have to do,” Roberts said Wed. While CFO Mike Cavanagh is always looking for ways to grow
shareholder value and new opportunities as the market evolve, “our plan in 2016 is to execute on a business plan, stay
focused. And | don't feel the need that we need to go and change the face of our company;’ said Roberts. Citing Com-
cast’s cable service and content business, he said the company is “at the cross-section of two industries and leading

the way in both.” That said, Comcast will probably still be shopping around, for spectrum, not companies. The company
will be filing to retain the option to participate in the upcoming FCC spectrum auction, pres/CEO of Comcast Cable Neil
Smit said. The MSO wants to further leverage its wireless assets, which include the 13.3min WiFi hotspots, he said. “We
are testing and learning” The MSO had a solid 4Q, adding 89K video subs versus just 6K in the year-ago quarter. It also
added 460K broadband customers in the quarter versus 375K a year ago. The X1 platform penetration is now at 30%
and Comcast expects 50% penetration by the end of the year. Calling X1 “a real game-changer,” Smit noted 60% of net
new connections in 4Q were for X1. The earnings call came a week after FCC chmn Tom Wheeler proposed a new set-top
framework that cable generally opposes. Smit said “I think it's premature to comment on this, since a proposal has not
even been seen yet. We believe that, generally speaking, in a dynamic environment that's rapidly changing, technology
mandates just don't work very well. But we look forward to seeing the proposal, and we will work with the chairman and
his office to come up with what's best for the customers and the consumers.” On the video side of the business, “there’s a
real opportunity in the linear space to do some of the things that the digital space does so well, such as measurements
and targeting,” said Smit. Comcast has acquired advertising tech firms FreeWheel and Visible World. NBCU CEO Steve
Burke also noted Comcast’s ability to combine set-top data and ratings data from its content unit, providing more insights
into audience performance for advertisers. The company has explored various services targeting cord-cutters and cord-
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nevers, including Stream TV, a pilot program in Boston and Chicago, and Watchable, an ad-supported service featuring
short-form videos. “We're innovating in the packaging area to get customers a package that’s appropriate to them, and
whether it’s streamed or delivered in a linear fashion, we are getting increasing rights and more flexibility. And we work
together with the programmers to define the best value,” Roberts said.

More on Comcast 4Q: Results were good overall at NBCUniversal. Revenue grew 3.4% YOY at cable nets, thanks
to incensing revenue growth of 6.8%. Distribution revenue increased 6.8%, driven by higher affil fees associated
with NASCAR on NBC Sports Net during the quarter. Advertising revenue declined a modest 0.3% as contributions
from NASCAR advertising and increased pricing from a strong scatter market were more than offset by ratings de-
clines at some of the nets. Retrans revenue increased nearly 40% to $136min, and totaled $535min for the full year.
The company expects retrans revenue to increase to $800min in 2016.

Unscripted’s Take on VR: Remember when 3D television was going to change the world? So, it’s understandable there’s
some real skepticism as the hype builds for virtual reality. But panelists at Realscreen Summit Wed were in agreement
that VR is more than just a passing phase. It may seem like the playground for fantasy and fiction, but unscripted pro-
gramming is using it to take viewers to places they otherwise wouldn’t have access to, whether it's the Serengeti, surfing
the perfect wave or inside an ambulance on duty. Mike Drachkovitch, CEO of 44 Blue Productions and founder of its
virtual reality content studio Ovrture, showed a clip of the company’s VR look inside a high-security prison, allowing them
to get a truer sense of life there instead of the usual manufactured portrayal. “It's refreshingly honest and authentic. It's
almost too real,” Drachkovitch said. As a viewer, “you’re completely vulnerable, being thrust into it” In fact, producers need
to be sensitive to exactly how vulnerable and at the mercy of the story viewers become in virtual reality. Marty Flanagan,
creative director at Secret Location, warned, “your presence within it has to be reckoned with.” Creating content that will
perform successfully in this format also requires unlearning a lot of what’s been traditionally known about TV and film
production. It forces questions that never needed to be asked before, such as how to direct a scene when no one can

be in the room, or how to make sure the Go-Pro doesn't die while your talent skis down Everest. Cory Key, vp, interactive
for Discovery Comm’s in-house creative agency Discovery Agency, even brought up the unseen issue of figuring out
where to store and save previously unheard of amounts of data. A lot of these challenges are related to waiting for the
technology to create virtual reality to catch up with the tech that’s been created to consume it. There’s nowhere to go but
forward, as CES debuted plenty of VR-related technology this year, including a 360-degree Nokia camera many have
high hopes for. With so much potential and excitement, how can companies go wrong? Haymaker Media co-owner Irad
Eyal had a simple answer. “If your viewer throws up afterward, that’s bad virtual reality”

Viceland Crew: With its Feb 29 launch fast approaching, Viceland’s exec team is now in place. Filmmaker Spike Jonze
and Eddy Moretti, who have been creating the channel for the past 2 years, will service as co-presidents. They’ll handle
the creative and A+E Nets’ Guy Slattery will handle day-to-day operations as gm. Slattery previously served as evp, mar-
keting for A&E, History and H2 and was named Cablefax’s Marketer of the Year in 2009. Derek Freda will serve as pro-
duction head. It was clear from comments History pres Jana Bennett made at Realscreen Summit this week that the net
is very much in the hands of Vice. She’s hopeful that some of those info-driven programming viewers will find their way to
History Channel. As for the Viceland audience, she said it’s really not that different from those currently watching H2.

The Redstone Chronicles: CBS announced that Les Moonves has been elected chmn of the board, replacing
Sumner Redstone following his resignation Tues as exec chmn. Redstone was appointed chmn emeritus of CBS
Corp. His daughter Shari Redstone will continue to serve as vice chair of the CBS board. The board offered her the
position of non-exec chair before it elected Moonves, but she declined, citing professional and personal responsi-
bilities. “l want to thank Sumner for his guidance and strong support over all these years,” Moonves said in a state-
ment. “It has meant the world to me. | am particularly grateful that Shari Redstone has agreed to continue in her role
as vice chair of the Company. Her business acumen and knowledge of the media space remain very important to
me as we move forward, and | greatly appreciate her support and invaluable counsel.” Viacom didn't comment on
whether Sumner Redstone will step down as exec chmn, but said its board is scheduled to meet Thurs.

Yes, Vegas. There is a Super Bowl: Cox is letting its Las Vegas customers know about some alternative ways to view
Sun’s Super Bowl as a retrans dispute with Nexstar has knocked local CBS affil KLAS off its lineup. The MSO will offer
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a free preview of ESPN Deportes to
all customers in Las Vegas on chan-
nels 16/1016 (HD). Yes, it's in Span-
ish, but it's still the Super Bowl (and
viewers can mute their sets and tune
their radios to 100.9FM or 1100AM

for English commentary). Cox said it
will work on alternate solutions to offer
the game in English as negotiations
with Nexstar continue. “We are work-
ing hard to resolve this matter before
kickoff and end the impasse, however,
we want to give our customers options
to see the game,” John Wolfe, svp and
region manager, said in a statement.
Cox also outlined other options, such
as live streaming it at cbssports.com
or using a digital antenna to watch it
over-the-air. As for the ESPN Deportes
preview, it's already up and running
and will continue until the end of Mon.

TV One Representing: TV One will
use Fri's NAACP Image Awards to
introduce the new tagline “Represent,’
which is being integrated into the net’s
logo. The net is pledging to represent
the best of black culture and entertain-
ment (past, present and future). “We
are committed to delivering on what
consumers are demanding and what
is missing in entertainment—a more
balanced representation of stories and
black images that exist in today’s cul-
ture;” said Lori Hall, marketing svp. New
shows coming up for the net include
“The Next 15,” which looks at 6 reality
stars after their 15 minutes have come
and gone, and scripted comedy “Here
We Go Again,” starring LeToya Luckett.
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Think about that for a minute...

Bloat o\
Commentary by Steve Effros i =
It used to be called bloatware, when ! .&g}, A
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a software company took a success-
ful product and added, and added,
and added to it trying to convince folks
they needed to buy the “latest, biggest”
version that did dozens of things as
opposed to the one they started with. The result was an
enormous, bloated program that usually didn't work as well
as the original.

The additional problem and anti-consumer effect of bloat-
ware was that the second or third version of the program,
and this was particularly true of operating systems (think
Microsoft), required you to buy new computers with faster
processors and more memory, etc, at tremendous con-
sumer expense just to get that part of the program or OS
that you wanted to use. You couldn't just get the simple,
lean, proven version. You had to buy the bloated product
with all the add-ons.

Eventually there were responses to bloatware. One was
regulatory; the worst offender at the time, Microsoft, was
pressured to sell its various pieces separately. This hap-
pened first overseas, but eventually antitrust challenges
resulted in the same happening here; the OS was separat-
ed from Internet Explorer which had to be available without
having to get “Office” and so on. The other was competitive.
Other companies came out with slimmed down operating
systems that worked very well, like Firefox, or offered addi-
tional pieces to do different things, like Chrome with its en-
tire suite of work product programs for free. Bloatware was
no longer a good business plan, and so things changed, as
they are now in our industry with cable’s “skinny bundles”
today.

Since there was no longer an advantage to always mak-
ing things bigger and requiring more and more power and
storage, the programmers started to acknowledge that they

could actually do a lot better job of writing the programs.
They became far more elegant, quick and slim. Storage
and processing has moved to the cloud and the “average”
computer has now not only gotten a lot more powerful and
faster because of new technical advances, but also less
expensive because it does not have to wade through the
bloat. It's not that easy or inexpensive to update infrastruc-
tures, unfortunately.

Now think about the announcement that Netflix made
recently that it's just figured out that if it re-codes its video
library, lo and behold, it can deliver all those great movies
and programs using about half the infrastructure bandwidth
it was insisting it needed before to deliver an excellent
consumer experience! In other words, the demand for ever
faster broadband, ever more capacity, and the expense we,
and the public have been forced to experience as we were
pushed to more bandwidth and higher “acceptable” speeds
for broadband (think of Tom Wheeler and the FCC) was
not really critical. Nice, except the cost, but not necessary. It
was just easier for Netflix and other major bandwidth hogs
to settle down at the trough someone else had to fill and
pay for than it was to regulate their own eating habits. Now
they say they are doing that. It's about time. But the FCC
and the consumer advocates should learn a lesson once
again from this repeat episode; industrial regulatory policy
based on bloated demands and assumed “needs” usually
hurts consumers, it doesn't help them.

We're all paying the price. The technology will continue to
change. “VR;” for instance, may require additional things.
We don't know. But that’s the point; we don't know, and nei-
ther do they. Don't make decisions
based on more bloated demands

and assumptions. ge ve——m"

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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