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Arris CEO: Equipment Upgrade Demanded Amid Video, Broadband Changes
Here’s the good thing for a tech vendor serving a dynamic video and broadband market, with new technologies such
as 4K coming down the pike: “The need to refresh equipment is out there,” said Arris’ Bruce McClelland, who suc-
ceeded Bob Stanzione as CEO on Sept 1, during Goldman Sachs Technology and Internet Conference Wednes-
day. He ticked off a variety of new devices, ranging from advanced boxes like Liberty Global's EOS next-gen cloud-
based box equipped with 4K capabilities and Comcast’s X1 platform, to an increasing number of client devices
connected to wireless networks. The growth of these “highly capable” devices demand the need for more and better
network coverage in the home to ensure the best resident experience for broadband and video, McClelland said.
The set-top portion of Arris’ business continues to transition to an IP and OTT technology approach, with McClelland
declaring that the division will “continue to be a solid business for us for years to come” despite talks about set-top
going away. Arris is a participant in Charter’s WorldBox 2.0 program, an advanced platform aimed at expanding
Charter’s current conditional-access capabilities, improving legacy hardware-based system across Charter’s new
footprint with increased processing power. The company completed its Pace acquisition about a year ago. The cable
industry has been full of big consolidation over the past few years. “It's an indication of the maturity of the industry.
It's a natural way to continue to create value for shareholders,” he said, noting on the network equipment side, con-
solidation seems to have slowed down. Comcast recently launched the Xfinity TV beta app for Roku, allowing users
to access live and on demand programming, as well as cloud DVR recordings, without set-tops. McClelland expects
similar offerings from other video providers to come, driven by the desire for consumers to get video from various
devices, including consumer-owned devices and the ones supplied by video distributors. Such an approach gives
customers control over their media and entertainment experiences in the home, he said. When it comes to DOCSIS
3.1, McClelland expects a gradual transition as the technology matures, rather than a full-scale migration. Arris has
enabled 3.1 on various platforms through software upgrades as its customers get ready for deployment. The biggest
benefit of 3.1 is “really around the efficiency of delivering data,” the exec said. One migration path, he said, is to start
with network conditioning and upgrades, before adding modems connected to the network. International expansion
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was a big driver for the Pace acquisition, though he acknowledged that international markets have seen mixed re-
sults over the past 12 months. While EU and parts of Asia have been strong, he said Latin America was weak, partly
due to currency weakness, with softness there expected to continue this year.

AT&T-Time Warner: Shareholders met Wednesday to approve AT&T’s $85bin acquisition of Time Warner, with
78.83% of outstanding shares voting in favor of common stock voting in favor of the merger agreement. Of the
shares voted, 99% were cast in favor of the proposal. Time Warner CEO Jeff Bewkes fielded a few questions from
shareholders for nearly a half hour, assuring them he plans to stay on for at least a year after the deal closes. “May-
be longer,” he said. Turner, HBO and Warner Bros management structure is expected to continue as the separate
divisions they currently are, though he acknowledged that their roles could evolve over time. One shareholder asked
why Time Warner would spin off Time Warner Cable in 2009, but link up with another distributor (and this time as
the smaller entity). Time Warner Cable “was a regional company that covered about 12% of the country,” Bewkes
said, adding that there weren’t as many video Internet services back then either. AT&T is “national. What AT&T has
is coverage across 50 states and Latin America. It has 100 million mobile phone accounts not 12 million pay TV
households.” The deal is currently under regulatory review, with the companies expecting it to close before year-end.

EEO Overhaul: Cable is hoping a petition for the FCC to initiate a rulemaking to reform the broadcasting Equal Em-
ployment Opportunity recruitment rules can extend to cable operators and other MVPDs. Revamped rules would let
broadcasters rely exclusively on the Internet as a recruitment source when providing notification of vacancies. When
the EEO recruitment rules were enacted 15 years ago, the FCC didn’t view Internet usage as sufficiently widespread.
Petitioners Sun Valley Radio and Canyon Media say things have changed, and NCTA and ACA agree. Their plea
to include MVPDs in any such revamp has the support of the Multicultural Media, Telecom and Internet Council,
which made a case this week for the FCC to go further and apply EEO rules equally to information service provid-
ers as well. MMTC pointed to a recently released Open MIC report that found African Americans, Latinos and Native
Americans are underrepresented by 16 to 18 percentage points in tech compared with their presence in the US Labor
force overall. Regardless of whether the FCC has jurisdiction to regulate information service providers EEO, MMTC
argues it has the authority to initiate an inquiry into industry practices.

Senate Subcmte Assignments: Senate Commerce ranking member Bill Nelson (D-FL) announced ranking mem-
ber and subcmte assignments for Democratic committee members. Brian Schatz (HI) will serve as ranking member
of the Communications Subcmte. Other dems on the committee include: Maria Cantwell (WA), Amy Klobuchar
(MN), Richard Blumenthal (CT), Edward Markey (MA). Cory Booker (NJ), Tom Udall (NM), Gary Peters (M), Tammy
Baldwin (WI), Tammy Duckworth (IL), Maggie Hassan (NH), and Catherine Cortez Masto (NV).

Virtual Reality: Consumers familiar with VR are excited about experiencing the technology and using it more fully, accord-
ing to a new research from the Consumer Technology Association (CTA) and NATPE. The study found there’s a need to
better educate consumers on the impact of the technology. The current retail experience does not help consumers sponta-
neously discover VR because displays are small, easy-to-miss and fail to showcase the “wow factor” of the VR experience,
the study said. Meanwhile, most consumers prefer using VR in the home, though some are open to experiencing VR in a
movie theater or theme park. Popular suggestions for VR content include lifestyle activities: Travel, concerts and exercise.
Among the report recommendations: Improve the quality and variety of VR content; make VR more social and more ac-
cessible, and include product manual to address common concerns. CTAs semi-annual report “U.S. Consumer Technology
Sales and Forecasts” said VR headsets will be among the tech sector’s leaders in YOY growth in 2017, projecting US sales
of 2.5min units (a 79% increase over 2016) and $660min in revenues (43% YOY increase). -- FX is offering a 360-degree,
4-minute VR episode from the folks behind “It's Always Sunny in Philadelphia.” Called “Project Badass,” the project lets
Always Sunny fans hop on the back of Mac’'s motorbike. Viewers will need the Jaunt VR app for the special VR ep.

Comcast Business Investment: Comcast Business, the MSO’s enterprise arm, is investing $25min to expand its
fiber-based network in Boston and Cambridge. The investment is expected to allow the MSO to reach 3K business-
es with 100 Gbps of network capacity. Specifically, the expansion will deploy more than 40 miles of new fiber cable.

ESPN App Rollout: ESPN completed the nationwide rollout of the ESPN App on AT&T DirecTV set-tops, allowing
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users to switch between ESPN live
and on-demand video to their TVs
through a hybrid interface. It's the first
time ESPN made the app-like service
combining both linear and streaming
content available on set-top boxes.
The first phase was announced in De-
cember. In addition to ESPN’s linear
networks, DirecTV customers with a
broadband-enabled set top box can
now stream live programming from
ESPN3, SEC Network + and ACC
Network Extra plus short-form, on-de-
mand clips and highlights from ESPN.
com. No log in needed as customers
are automatically authenticated.

International: NBCU is nearing a
deal to buy a 25% stake in European
broadcaster Euronews, Reuters re-
ported, citing an unnamed source. The
stake reportedly could reach $30min.

Programming: Starz will work with
the BBC on a 4-part adaptation of
“Howards End.” It will be the first TV
adaptation for Academy Award-nom-
inated screenwriter and playwright
Kenneth Lonergan (“Manchester by
the Sea,” “Gangs of New York”). Hettie
Macdonald (“White Girl”) will direct.

People: Comcast promoted Daniel
Murdock to controller and svp, chief
accounting officer, effective March 1.
He succeeds Lawrence Salva, who
is retiring after 17 years. Murdock
will report to CFO Mike Cavanagh.
Salva will serve as senior adviser to
Cavanagh through June. Before join-
ing Comcast in 2015, Murdock was
with the SEC.
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Think about that for a minute...

Catching Up
Commentary by Steve Effros

As | noted in a column a few weeks
ago, | was heading off for a three
week jaunt in New Zealand. I'm
back. | can see that nothing much
has taken place in my absence that
wasn’t expected! And that, of course, is a very load-
ed statement.

First things first. If you have not been to New Zea-
land, be sure to put it on your “must do” list. It's a
wonderful country and incredibly beautiful. Yes, |
went to Hobbiton, (actually a farm in Matamata, N2Z)
and got some great shots of where and how Peter
Jackson filmed portions of the Lord of the Rings. To
be honest, the entire South Island of New Zealand
looks like a movie set. Fern forests, hundreds of
waterfalls, craggy mountains and fjords. It was truly
amazing and | have lots of pictures that | will orga-
nize some day. Go. A long trip (we spent 23 hours in
planes and airports to get back from Wellington) and
the odds are good that you will have a cold, as both
Lucia and | do, by the time you wear down your body
during the travel, but it’s worth it.

One of the things | most noticed was the absolutely
welcoming and helpful nature of the folks there. Yes,
it's a tourist economy, so you can expect that the
professionals taking care of you on your trip are go-
ing to do it well. They did. But much more than that—
the “regular folks” on the street were just as welcom-
ing and just as helpful. If you were standing on a
corner trying to decide if the destination you were
seeking was left or right, inevitably someone would
stop, ask if you needed help, and point the way. It
was so refreshing. Another thing | noticed, much to
my chagrin, was that this was the first foreign trip |
have taken (and I've taken many) where folks com-

miserated over what was happening at home.

We tried to ignore all that as much as we could, but
it was really hard, especially when there was a “blow
up” telephone call with the Aussie Prime Minister.
You can be sure that was fully covered down there!

In any event, now that I’m back | note that insofar

A [ as telecom is concerned we are right on course with

the new administration, particularly because Com-
missioner Pai, now chairman, is experienced, knowl-
edgable about the various issues, and doesn’t need
anyone to “get him up to speed.”

| also note that the (now) “loyal opposition” is already
in full throat about net neutrality with press confer-
ences and op-ed pieces decrying the potential death
of the Internet at the hands of the... well, here’s
where it gets a little dicey. Normally you would say
that changing the regulatory structure for broadband
away from “common carrier” prescriptions would be
done at the behest of “the big guys” and the protest-
ers would be on the side of “consumers” and “the
little guys.” But in this case most of the regulatory
excess of the last few years has been very much at
the behest of the “biggest,” such as Google, Amazon
and Apple. So the picture is far less clear and who
the “good” and “bad” actors are is much murkier.

One thing is for sure, however, it’s still going to be
noisy, and as | have noted in previous columns, |
think Chairman Pai will know how to navigate the
currents. We live, as the Chinese curse suggests, in
interesting times.

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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