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Why does Viacom Chairman Sumner Redstone want to break apart

a8 a0

Scene from Here! Family the company he spent a decade putting together? By John Higgins
nder Sumner Redstone’s split scenario, one company would look like
m Viacom from back in the day: MTV Networks, Showtime and Paramount
! studio, run by Viacom Co-President Tom Freston. The other half, with Co-
Flve Hurdles For President Les Moonves at the helm, would house CBS, UPN, a host of TV
. y stations, syndication, and the troubled Infinity radio and billboard units.
DISIley S Iger 16 To Redstone, this 1s more than a ploy to goose Viacom’s weak stock. It’'s a
S th ‘SNI_’ whole new strategic direction. See page 18
ee e M Robins Report: Why Tom Freston Favors a Viacom Split Page 3
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Where to be and what to watch...
Monday, March 21

Jane Pauley’s syndicated talk
show may have been terminated
by NBC Uni, demonstrating how
hard 1t is to get traction with new
syndicated product, but that won't
dampen the Syndicated Network
Television Association’s spirits
today. They're going to Oprah-
land! It’s “Syndication Day” in
Chicago, sandwiched between
SNTA stops in New
York earlier this
month and Los
Angeles on Thurs-
day. Syndicators
will just keep
on accentuating
the positive—Ilike
verennial ray of rat-
jane pauley lings sunshine Ms.
Winfrey—for the benefit
of advertisers and media buyers
gathered at the Ritz-Carlton hotel.
The syndicated ad sales market
is a $3.9 billion business, so the
feedbags for the breakfast presenta-
tion should be memorable. Atren-
tion, toddlers and their caregivers:
On Dora the Explorer
(Nickelodeon, 1:30
p.m. ET) the wee
senorita gets a
sibling, making
her Big Sister
Dora. And
possibly sending
her sidekick,
Boots, into simian
depression. Kitsch alert: Las
Vegas Garden of Love premieres
on ABC Family (10 p.m. ET).
It’s a reality show, according to
the network, about a “dynamic”
family that operates a Vegas
wedding chapel. Not te be
confused with Hitched,
a drama Fox is devel-
oping about a brother
and sister who own a
Vegas wedding chapel,
or Married in Vegas, a
series A&E is produc-
ing about ...
ah, forget it.

en of Love's Johnny

Gard

Tuesday, March 22

The Satellite Broadcasting and
Communications Association
holds its first Media Law Forum
in Washington today—oops.
scratch that. Registration was a
tad light, so the SBCA cancelled.
That’s the trouble with a business
dominated by just two major play-
ers, EchoStar and DirecTV: A
couple of people have to shampoo
their hair or walk the dog and sud-

Do
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BRI A World of His Own

By J. Max Robins

Viacom Co-President and Co-C00
Tom Freston

ack in 1996, I was having
lunch with Tom Freston.
Paramount was about to re-
lease the movie Beavis and
Butt-Head Do America, and
Freston talked frankly about MTV’s
often strained relationship with the
studio.

*“So because we’re all part of the same
corporate family, we of course make the
Beavis and Butr-Head movie with Para-
mount,” said Freston. “Then when it’s
released, we’ll promote
the hell out of it on MTV,
and we’ll all make a lot of
money. But we just as well
could have done the movie
with another partner and
still made a lot of money. Who knows?
Maybe some other studio would have
been a better creative fit, and we would
eventually end up making even more

money.”
Viacom Chairman
Sumner Redstone

had acquired Para-
mount two years
earlier, in 1994,
and the relationship
between the studio
and Freston’s MTV
fiefdom (Nickelodeon, VHI, etc.) never
got much easier over the course of a de-
cade. Too often, Freston’s cost-efticient,
rapidly growing networks had to pay for
the sins of their corporate brethren. He
wanted a development budget to match
his performance, not be weighed down
by a bad year at Paramount.

Freston has never liked the word “syn-
ergy” or had much faith in the corporate
mantra that bigger is better. That’s why
when Redstone announced he wanted
to split Viacom in two (see page 18), |
thought about that lunch nine years ago
and knew that. if the idea didn’t origi-
nate at least in part with Freston, it cer-

i tainly had his hearty blessing. He hasn’t

THE ROBINS

REPORT

Freston has never liked from
the word “synergy” or
had much faith in the
corporate mantra that
bigger is better.

spoken much in public since the split
announcement, but as far back as 1994,
in this magazine, Freston made his feel-
ings clear: “Synergy is an awful word.
It’s hard to pull off in a company that
has creative products, because they’re
not going to work with somebody just
because they’re in the same company.”
Paramount had been in the Viacom fold
for two months at this point.

When we broke bread way back
when, Freston had some career advice
for me. “Hey Max, if you ever decide to
write a book,” he said. “Why don’t you
do one called Synergy, Sminergv!”

Of course, these days Freston's do-
main as co-COO of Viacom includes
the film division of Paramount. In an
interview last June. after the abrupt de-
parture of COO Mel Karmazin resulted
in his and Les Moonves® promotion to
co-COO status, Freston seemed to rel-
ish finally having the studio reins after
years of collaboration. “We've made 27
movies with Paramount,” he told B&C.
“Making a movie with Paramount ver-
sus having Paramount report to you is
different.”

Not all of Paramount reports to him;
the syndication operation is Moonves’
responsibility. That arrangement is

expected to remain in place even if

Redstone’s split of the

company goes forward.
As B&C Business Edi-

tor John Higgins notes on

Redstone’s plan, Freston

would emerge with the growth part of

the empire, including the various net-
works he has been pushing worldwide.
Meanwhile, Moonves would be left with

the old industries,
broadcast
networks to radio
to billboards, which

cash but have rela-
tively small room
for growth.

At that memo-
rable 96 meal, Freston dismissed talk
circulating at the time that he was on
a shortlist to run a broadcast network.
“Why would I want to do that and
get strapped into an economic model
where I'm spending $1 million or
more an hour on programming.” he
said. “I'd rather be some place where it
costs me about $40,000 or less an hour
instead.”

And these days. the Viacom co-COO
would obviously rather rule a place
where his fortunes are tied to the things
he can control. B

E-mail your comments to
berobins @ reedbusiness.com

page 18 in his analysis of

may still throw off

denly you're looking at an empty
room.

Wednesday, March 23

Guess who's being described:
“Superstar. Mother. Daughter.
Lover. Artist. Cook. She’s many
things that will surprise you—

but she’s definitely no angel.”

(A) Martha Stewart (B)
Condoleezza Rice (C) Elton
John (D) Dora the Explorer
circa 2035. You're right! It’s (E)
Farrah Fawcett, the sometimes
wobbly star of Chasing Farrah, a
six-part reality series premiering
tonight on TV Land (10 p.m. ET).
If they ever catch her, here’s a sug-
gestion: Demand to know whether
or not Ms. Fawcett is in fact Anna
Nicole Smith’s mom. They're so
much alike—so, you know, Texan.

Thursday, March 24

Good news for appre-
hensive fans of The
- Office: The American-
ized version debuting
tonight (NBC, 9:30
p.m. ET) is not the gut-
ted, unfunny simulation of
Ricky Gervais’s
towering achieve-
ment that you feared. NBC likely
will get critical huzzahs for daring
to air such a smart interpretation
of the beloved yet wince-inducing
British mockumentary about life in
cubicle hell. But the jury’s out on
whether a sizeable audience will
embrace such spiky fare. NBC's
taking its best shot, giving The
Office a “preview” airing with The
Apprentice as its lead-in, before
moving the show to Tuesdays.

r

Friday, March 25

Ving Rhames buffs his dome,
unwraps a lollipop and rolls out
as Lieutenant Theo Kojak
tonight on USA Network
original series Kojak

(9 p.m. ET). In bit of cor-
porate synergissimo, NBC
Uni—which owns USA
and the original Kojak

series but not B&C, Vi
we swear, despite the "8 Rhame,
NBC-heavy tenor

of this week’s column—is

this week releasing the
DVD Kojak: Season
One, with Telly Savalas
as Lt. K. Still love ya,
Telly. But Manhattan

in the 1970s? Not so

much.
[
elly Savalag —Mark Lasswell

E-mail info for B&C Week to
b&cweek @reedbusiness.com
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Bush: Our News
Packages Legal,
Based on Fact

President George W. Bush said
Wednesday that the administra-
tion will continue to use packaged
video news releases (VNRs) and
it is up to stations to inform their
viewers where they came from if
they choose to.

Bush cited a Justice Depart-
ment opinion from last July, which
held that such VNRs are not “covert
propaganda.” That opinion conflicts
with one from the Government Ac-
countability Office that said they
were, but Justice is the administra-
tion’s controlling legal authority.

The administration has been
criticized for VNRs on health care
and drug policy, among others,
that feature actors posing as re-
porters and, without disclaimers,
can be mistaken for news stories.
Bush said it is up to local stations
to make those disclosures.

“Justice says that these pieces
are in the law if based on facts
not advocacy,” said the president.
“Stations, if there is a deep con-
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and Away,” a commercial it said
could confuse kids about entrées
and side orders.

The ad showed a double
cheeseburger in the shot of a
kids” meal, rather than the single
cheeseburger, hamburger and
chicken tenders. That appar-
ently violates rule No. 6, which
says that “what is included and
excluded in the initial purchase
should be clearly established.”

Burger King said that, in the
future, kids'-meal TV ads will show
the range of options—including the
aforementioned foods, plus apple-
sauce, milk and apple juice—and,
“if applicable,” will specifically
highlight lower-calorie foods. It
also agreed to modify the kids’-
meal section of its Web site.—/.E.

A&E’s Davatzes
Out, Raven In

Nick Davatzes will retire as presi-
dent and CEO of A&E Television
Networks effective April 1. Abbe
Raven, currently president of
A&E Network, will succeed the
21-year A&E veteran.

Davatzes, whose announce-
ment coincided with a birthday he
celebrated last week, will transi-
tion to retirement and a new title
as CEO emeritus, remaining an

cern, ought to !cll Xicwcrs what Follow-Up Hit Page 39 What Iger Needs To Do for Disney Page 16 uflviscr fri)m AETN’s Stamford.
they are watching. Conn., offices. Raven, president

In a letter sent to Health and ADVERTISING of A&E Network since September
Human Services last week, Rep. Local Cable Ad Sales With a Personal 2004, will become the company’s
George Miller and others asked Touch Page 22 second president and CEO.
HHS for copies of its video news During Davatzes’ reign, AETN
releases, contracts and the stations SYNDICATION has grown from a single cable chan-
that aired the VNRs following the After Pauley Page 15 flagship A&E Network—to
GAO advisory that they constitute an international, multi-faceted com-
“covert propaganda.” MARKET EYE pany with eight other businesses

An HHS spokesman said the Portland Is Primed  Page | spanning TV programming, home
department would get back to ‘ video, CDs and Web sites.
Congress “in due time,” but the TECHNOLOGY Combined, AETN channels reach
answer W'Ill be the same as th: BBC Sees Potential in Downloads P.ge 42 230 million TV .housch()lds in more
president’s: that Justice, HHS NCTA Preview: Video Pase 41 than 130 countries.
controlling legal authority, has ’ This year, AETN reached Da-
concluded that the VNRs aren’t NIELSEN RATINGS Pace 44 vatzes’ professed goal of becom-
covert propaganda.—J.E. ing a “billion-dollar company.”

Raven, who
Burger Klllg OK Classic lesbian film Desert Hearts SE SRR ‘ &;«,;lijbrulc.d her
23rd anniversary
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With increasing pressure on food
marketers to emphasize healthy
over hefty, fast-food giant Burger
King Corp. has agreed to modify
its kids’-meal TV ads to show
“the range of food options avail-
able,” rather than a single, King-
sized choice.
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at A&E Network
since its launch
in 1984, holding
various executive
responsibilities
before taking over as president.
Under her watch, A&E has seen
steady ratings growth with younger
demos—up almost 90% in prime

Abbe Raven

That decision was prompted by
the children’s-advertising review
unit of the Council of Better
Business Bureaus, which took is-
sue with “Chomp Chomp Chomp
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(ncludes GST), Foregn Air $360. A reasonable fee shall be ass::3sed tw cover handling costs in canceitation of B subscription. Back issues: except for apecal issuer: where erice
changes are indicated, singh: copies are $7.95 US., $10 foreign Please address all sLheonption mail t0: Broadc.ssting & Cable, PO. Bax 15147, North Holtyweod, CA 91615 £157
or call 1-800-554-5729. Quside the US. call 1-818-4B7-4552. Wicrofiim of Broadcasting & Cabie is available frwm University Microfilms, 300 North Zeeb Rd.. Ann Astir, MI 48106
{800-521-0%00). Broadcas:ng & Cabir wa'. founded n 1931 a. Broaccasting: The: News Magaane of the Fifth Lstate. It was named Broadc:sting & Cable in 1993, Broadearting
& Cable® is 4 registered trademark of Reed Publishing (Nederlamd) B.V., used under license.

BROADCASTINGEGABLE ° MARCH 21, 2005

with 18- to 49-year-olds since she
rejoined the network in 2002 from a
stint as EVP/GM of sister network
History Channel.—A.B.

Continued on page 20
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Malone’s Shrink Rap

Discovery spinoff is all about Liberty CEQ’s contraction

ook at everything John
Malone does these days
through this prism: He's
a seller of U.S. assets,
not a buyer.
If you keep that idea
in mind. it's a lot easier
1o understand last week’s complicated
deal 10 spin Liberty’s $6 billion stake
in Discovery Communications Inc. off
to Liberty’s shareholders. Malone is not
just making Discovery a little casier for
someone else to buy. He's making Lib-
erty Media itselt more digestible, more
alluring to a buyer.

The move is related to Malone’s re-
cent moves (0 acquire control of a larger
stake in Rupert Murdoch’s closely held
News Corp.: Malone is already the big-
gest outside shareholder. The knee-jerk
reaction of many Wall Streeters was that
he wanted to mount a takeover. In fact.
Malone wants Murdoch’s full attention.
prodding him into making an ofter for
some or all of Liberty Media’s assets.

COMPLEX DEALS
Malone is openly fond of complicated
deals. but even by Malone’s standards.
his Discovery plan is convoluted.
Malone proposes spinning Liberty’s
50% stake in Discovery oft to Liberty
shareholders. A new company. Dis-
covery Holdings. would trade like any
other stock even though Discovery itself
would remain a private company.
Because the new company needs
1o have some sort of actual operating

company inside 1o keep the deal from
triggering any laxes. Malone is tossing
his $300 million Ascent Media hotel
pay-per-view and TV-production unit
into the deal.

Discovery s other two major sharehold-
ers—Cox Enterprises
and Advance New-
house—are being
invited to contribute
their shares. There's
a few good reasons
it's highly unlikely they will do so (more
on that later), but Malone says he’ll move
forward without Cox and Newhouse.

Since SEC filings show that they
have right of first refusal on “any pro-
posed transfer” of Liberty’s Discovery
shares. it will be interesting to sce if

John Malone is moving to increase control
of his stake in News Corp.

MONEY TALKS

By John M. Higgins

Cox or Newhouse not only passes on
Malone’s invitation but actually tries
to thwart his plan.

Discovery founder John Hendricks
told executives last week that going
public would put the company more
in control of its own
destiny. As a public
company. Discovery
wouldn't  be quite
as beholden to the
financial
its three large owners. Also. the public
stock becomes a currency that Discov-
ery can use 1o buy other networks.

But the odd structure of Malone’s
proposal doesn’t call for Discovery
itselt to really go public. His new com-
pany would be sort of a mutual fund.
with Liberty’'s 50% in Discovery as its
primary holding. Under terms of the
deal. each shareholder would receive
0.5 Discovery Holdings share for every
Liberty share. The stock of the new Dis-
covery Holdings could zoom.

That would change i Cox and New-
house threw in their shares. but it’s hard
to see why they would rush to join in.
First. if they wanted Discovery to go
public. it would already be public. In-
vestment bankers have been pounding
down the Discovery partners’ doors for
years. begging for an IPO assignment.
Hendricks has lobbied as well. Cox and
Newhouse don’t need a Malone shell
company to do that.

Why stay private? Cox Communica-
tions President Jim Robbins and Ad-

The deals could shrink Liberty down to a manageable bite—just the right size
and flavor for Rupert Murdoch.

A History of Discovery

1982-85: John Hendricks raises $5 mil-
lion in seed money for launch of Cable
Educational Network. helped by Allen
& Co. and other investors.

JUNE 1985: Discovery Communications
Inc. launches Discovery Channel with
156,000 subscribers (now in 89.6 mil-
lion households).

JUNE 1986: Consortium of cable opera-
tors Newhouse. Cox. United Cable
and John Malone’s Tele-Communica-
tions Inc. (TCI) purchases 40% of the
company;, later, it buys another 16%.
FEBRUARY 1987 Discovery Channel airs
Russia: Live From the Inside. 66
hours live from the Soviet Union.
APRIL 1989: Discovery launches Discov-
ery Channel in the UK. creating Discov-
ery Networks International division.

SEPTEMBER 1989: Discovery Channel airs

its first original program. Ivory Wars.
MAY 1991: Discovery acquires The
Learning Channel (TLC) for more than
$32 million.

APRIL 1992: Discovery Channel airs

$1.5 million documentary /n the Com-
pany of Whales. filmed in 15 countries
and several oceans.

JUNE 1992: TLC-seller Data Broadcasting
files class-action complaint against TCI
and Discovery alleging “anti-
competitive use of monopoly power”
and “malicious, knowing. willful and
conscious disregard for the legal rights
of Data Broadcasting™ because Life-
time Television had signed a letter of
intent to purchase TLC for $39 million
before Discovery bought it.

JUNE 1996: Discovery acquires The
Nature Co.'s 1 14 stores, which launch-
es Discovery Commerce.

JUNE 1996: Discovery launches

Animal Planet.

OCTOBER 1996: Discovery launches a
suite of digital networks: Discovery
Science Channel (now The Science
Channel. 37.2 million households).
Discovery Civilization Channel (now
Discovery Times Channel, 35.5 mil-
lion), Discovery Home & Leisure Chan-
nel (now Discovery Home Channel)
and Discovery Kids Channel.
DECEMBER 1997: Discovery acquires
70% of Travel Channel (100% in
February 1999, currently 79.4 million
households).

MARCH 1998: Discovery forms global
joint venture with BBC.

JUNE 1998: Discovery launches digital
Discovery en Espaiiol.

JULY 1998: Discovery launches digital
Discovery Wings Channel (now Mili-
tary Channel)

AUGUST 1999: Discovery launches
Discovery Health Channel.

APRIL 2002: Discovery and New York

needs of

vance Newhouse President Robert Miron
have always said they didn’t want to give
away the upside. Discovery doesn’t need
to raise capital. So if they think Discov-
ery is going to continue growing, they
wouldn’t want to share that growth with
chients of Charles Schwab.

SURRENDER CONTROL

And it certainly seems that Robbins
and Miron would be surrendering con-
trol. Right now. any Discovery partner
has veto power over major decisions.
But as controlling shareholder of Lib-
erty. Malone would also be controlling
shareholder of Discovery Holdings.
Would Robbins and Miron give up that
control to get some liquidity?

Last year. Robbins looked like a pos-
sible seller. but that’s not likely. When
Cox Enterprises took cable operator
Cox Communications private in No-
vember, the larger company took on
$8 billion in new debt. And executives
at the conservative. family-owned news-
paper company are notoriously debt-
averse. Cox disclosed just last week that
it plans 10 sell almost $3 billion worth
of cable systems. all in its Mid-America
division. Rolling a publicly traded Dis-
covery into a derivative security would
also let Cox pare $3 billion in debt.

Look for Liberty to shrink even fur-
ther. Right now. Liberty Media is valued
about $37 billion. That's too big for most
potential buyers. Shedding Discovery is
a start. Liberty’s QVC unit is another
candidate for a spinoff. with a value of
about $15 billion. Another step could
be reorganizing its $3 billion stake in
Barry Diller’s Interactive Corp. At that
point. half the remaining value in Liberty
would be the News Corp. stake.

If executed. the deals could shrink
Liberty down 1o a manageable bite—
just the right size and flavor for Rupert
Murdoch. B

E-mail comments to
Jjhiggins@ reedbusiness.com

Times Co. form joint venture 1o launch
Discovery Times Channel.

JUNE 2002: Discovery launches Discov-
ery HD Theater. one of the first 24-hour
high-definition channels.

OCTOBER 2002: Discovery Kids and NBC
partner in creating three-hour Saturday
block “Discovery Kids on NBC.”
SEPTEMBER 2003: Discovery acquires
United Learning, positioning Discovery
as a leader of video-based learning.
DECEMBER 2003: Discovery launches
FitTV (formerly The Health
Network).

MARCH 2004: Discovery creates
Discovery Education division to provide
core-curriculum Web videos to 50,000
subscribing schools.

OCTOBER 2004: Discovery launches
international Discovery Lifestyle
Networks portfolio.

JUNE 17, 2005: Twentieth anniversary

of Discovery Channel.
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All Incustry Oxening Ceremony
April 18, 2005

Sponsorea by

State of the Industry
Opening Address
Edward 0. Fritts

Presidert & CEQ
NAB

Keynote Speaker
Ivan Seidenberg
Chairman & CEO
Venzon
= L Communications

-

-

Distmmguished Service Award
Recipient

Lowry Mays

Chairman of the Board
Ciear Channel
Communications

Spirit of Broad:asting Award
Recipient: Howard University

H. Patrick Swygert
Pres:ident
Howard University

Debbie Allen
Producer, Director,
Actor and
Choreographer
Howard University
Alumna

NAB-HD will provide a hands-
on look at everything that
goes into putting together a
digital television operation...
by building a functioning sta-
tion right on the exhibit floor!
From capture to editing to
delivery, this is aunique
opportunity to see how it all
comes together.

April 17, 2005

Broadcast Engineering
Conference Opening
Keynote Speaker

*—ﬂ Dr. Robert Pepper
" Chief, Policy Development
- FcC

L 4

April 18, 2005
MultiMecia World
Keynote Speaker

Hector Ruiz
S Chairman & CEO
<N Advanced Micro Devices

April 18, 2005

RTNDA Paul White Award
Recegtion & Dinner

Award Raciolent:

Charles Osgood
cBS

April 18, 2005
Television Luncheon -
Hall of Fame Inductee m

Accepling
Jay Leno
p . Hos? of The Tonight Show
e ¥ with Jay Leno
-

Py

YOUR FUTURE STARTS HERE

THE WORLD’S LARGEST ELECTRONIC MEDIA SHOW

April 19, 2005

Radio Luncheon

Keynote Speaker

pe=_—™=% John Gage

;.. = Co-Founder and Chief
Researcher

m Sun Microsystems

Hall ot Fame Inductee

l r Jack Buck
L j 1924-2002
{;‘x
K

Accenbn

r: 2 Carole Buck

Speclel Remarks.
B Ozzie Smith
National Baseball
Hall of Fame
=5

SIS m

April 20, 2005
Technoalogy Luncheon
Keyrote Spaaxer

ﬁ Dr. Robert W. Lucky
= Engineer/Author

o .h

Engineering Achievement Award
Recipient (Radio)

Miiford K. Smith
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Not many people have been
broken up with by Post-it note.

Yet surprisingly, millions know
exactly how it feels.

REACH .
THAT REACHES DEEPER

You want broad reach against your

demo. Imagine the effective reach

when you also connect with people.
TBS does both.

tbs

-

very funny.
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Will Comcast Save TiVo?

Deal opens new revenue streams, expands operations By Ken Kerschbaumer

Vo Inc. says the agreement
it made with Comcast last
week will be the first of
many it signs with the na-
tion’s largest cable opera-
tors. While company execs
won't detail ongoing talks.
TiVo got a shot of adrena-
line when it signed with
Comcast 1o make TiVo's DVR service available
to its 21.5 million subscribers in 20006.

The announcement sent TiVo stock soaring
75% on March 15 and infused the struggling
company with confidence after a bumpy year.
“This puts us in a real position of leadership for
discussion with other cable companies.” says
Dave Courtney. TiVo CFO/EVP. worldwide
operations and administration.

For TiVo. the deal creates three new rev-
enue streams: payment fees for DVR service,
upfront fees for ongoing engineering services
and recurring per-subscriber
monthly fees that will scale
as penetration grows.

Comcast. in turn. expands
itls DVR stable. The TiVo
service will be available as
a higher-priced alternative to

“This is a fantastic

lifeline for TiVo.”
ADI KISHORE.

connected-home business. says the deal illus-
trates that partnerships like this are possible
and can “still leverage the existing deployed
platform. It’s good for Motorola and the [cable]
industry.”

For now. TiVo is focused on enhancing prof-
itability by controlling subscription-acquisition
costs and managing growth. says Courtney.
Resources are properly split among developing
stand-alone products and joint developments
with companies like Comcast.

THINGS TO COME

While the deal does nothing near-term to en-
hance that goal. it does end a string of bad news
for TiVo. At CES. DirecTV announced the end
of its relationship with the Alviso. Calif.-based
manufacturer. That loss was punctuated by TiVo
CEO Mike Ramsey’s saying he will step down
once a successor is found. and President Marty
Yudkovitz left his post Jan. 31.

“This is a tantastic lifeline
for TiVo.” says Adi Kishore.
Yankee Group media and en-
tertainment strategies analyst.
“It’s not only that Comcast
is the biggest MSO but
that it is becoming the definer

the basic DVR functionality e A of cable-technology develop-
the cable operator currently ment.” And the deal could
offers on Motorola DVR set- be a harbinger of things
tops. The TiVo software will also reside o come.

on the Motorola boxes. This helps
TiVo's interactive ad service. which
Comcast is adding to its boxes.

Comcast will put TiVo software
through the typical trial paces. push-
ing its deployment to mid to late
2006. By early 2007. TiVo's current
deal with DirecTV ends. TiVo has
about 3 million subscribers—more
than 2 million of which are a result
of the DirecTV deal. It is unclear if
DirecTV will force its subscribers to
adopt its own service or let them keep
TiVo.

EXIT HARDWARE BUSINESS

TiVo's alliance with Comcast is a step toward
getting out of the hardware business. Typically.
TiVo customers have to buy the DVR in order to
subscribe to the service. The set-top box costs in
the neighborhood of $200 and up.

Comcast, however. is already deploying DVR
hardware from Motorola. That gives TiVo's
software a natural home: Comcast subscribers
will not have to purchase a TiVo set-top box.
Comcast currently charges $9.95 for its DVR
service. and the TiVo version will run a few
dollars more.

“Being in the hardware business has never
been part of our strategy.” says Courtney. “We
don’t make money on the hardware: it’s a break-
even business. If we can get other manufacturers
1o distribute versions of DVR devices compat-
ible with our software. we can reduce our hard-
ware position.”

Paul Alfieri. Motorola PR manager for the

But Alan Bezoza. Friedman Bill-
ings Ramsey's SVP. broadband ca-
ble research. has reservations about

the union: “This gives TiVo some
market momentum. but. ultimately.
the stock is overvalued if it stays
around $6. The company still faces

a lot of difficulty.”

From Comcast’s perspective. the

deal beefs up the MSO's existing
technical capabilities and product

offerings. TiVo's intertace. search fea-
tures. wish-list function and ability 10
program from a remote location are just
some of the features Comcast expects
its subscribers to find attractive.

“You can always find someone who hates
the other DVR guides. but TiVo's interface is
popular across the board because it’s casy to use
and intuitive.” Kishore says. “It’s done a good
job of identifying the right mix of functionality
and simplicity. and they do a good job of adding
functionahity.”

Bezoza. however. doesn’t see how Comcast
benefits. It already has a DVR programming
guide with 90% of the TiVo feature set. A more
advanced DVR option might be nice. but he
questions how many subscribers will want to
pay the additional surcharge. He expects the
new deal to give TiVo only $1 per subscriber.

Courtney. however. is sold.

“Any particular dollar figure is nothing but
speculation. This deal is a tremendous opportu-
nity for both of us.” he says. “and we’ve found
the No. 1 MSO. which gives us tremendous
volume.” W

BROADCASTINGACABLE o MARCH 21, 2005



BE 3/21/05

Kevin Martin's Challenge

New FCC chairman could pose problem for Big Media By Bill McConnell

hen people meet Kevin
Martin, the first thing
they notice is a boyish
face that appears much
younger than his 38
years. But the youthful
looks belie an ambition
that has driven him from Harvard Law School
to presidential aide and. now. to his latest job as
chairman of the FCC.

At the FCC. where he has been a commis-
sioner for four years. Martin staunchly defended
local broadcasters’ demands for more say over
their cantracts with the major networks and for
expanded cable-carriage rights in the digital
world. Now that President Bush has picked him
as the next FCC chairman. Martin has the power
to make sure those pleas aren’t
pushed aside as they have been by
predecessor Michael Powell.

Martin was widely regarded as the
president’s choice. He also was the
favorite of Bush's social-conservative
allies because of his strong support
for Washington’s attack on broadcast
indecency. He takes over as the FCC
and Congress are midstream in a
number of major proceedings that
will impact the TV business. Top-
ping Martin's television agenda will
be continuing the FCC’s campaign
to punish broadcasters that violate
indecency restrictions, completing
the digital-television transition. and settling allega-
tions that the networks have abused their market
leverage over affiliated stations.

The commissioner-turned-chief must steer the
FCC’s upcoming review of broadcast-owner-
ship rules and will
likely be charged with
implementing a major
rewrite of telecom-
munications laws that
Congress is expected
to pass sometime
in 2006. Martin favored broad deregulation of
broadcast-ownership limits in 2003, and the rule
relaxation he supported was overruled by federal
judges last summer.

Martin favors letting owners control two or
three stations in more markets. eliminating the ban
on crossownership of stations and newspapers in
the same town. That deregulation is most sought
by network affiliates and independent station
owners. For his plan to survive inevitable court
challenges. Martin and the FCC staff intend to dig
up the economic data to convince federal judges
that consumers’ viewing and listening choices or
their access to news and other important informa-
tion won’t be harmfully diminished by placing
more media outlets in fewer hands.

«

WORRISOME CHOICE

Jonathan Rintels of the Center for Creative Voices
in Media said Martin’s support for indecency
regulation coupled with his willingness to allow
more media consolidation made him a worrisome
choice for public advocates.

FCC Chairman Kevin Martin

Martin’s determination to clean
up prime time will likely hit the § filiates’
networks hardest.

“Mr. Murtin’s support of increasing media
concentration and consolidation. as well as his
support for expanded government regulation of
program content that some find objectionable, are
cause for concern not only to creative artists but.
more importantly, to the American public.”

Martin. a North Carolina native, is perceived as
a strong supporter of local broadcasters and large
TV-station groups in the conflicts with the big
networks and cable operators.

“Kevin Martin is the right person at the right
time to lead the FCC,” says Eddie Fritts, president
of the National Association of Broadcasters.

FAMILY VIEWING HOUR

Martin’s biggest challenge in dealing with the
industry will be to continue good relations even as
he tries to make good on calls for
bigger fines against inappropriate
programming. Martin has called
repeatedly on broadcasters to vol-
untarily reestablish a time slot dedi-
cated to family-friendly shows.

“Parents often complain that
there is not enough broadcast pro-
gramming that is suited for family
viewing.” Martin said late last year
when the FCC set kids-program-
ming rules for digital TV. “This is
why I have long advocated a return
of the Family Viewing Hour.”

Martin’s determination to clean
up prime time will likely hit the
networks hardest. Not only does he want them to
carve out a family-viewing block. but he favors
giving network affiliates” more power to reject
network reality shows and other fare that station
managers decide are inappropriate for their com-
munities. Martin harshly
criticized Powell for re-
fusing to rule on the af-
four-year-old

petition seeking clearer

authority to shun TV se-

ries and individual epi-
sodes that they believe their viewers would find
offensive.

Even though affiliates groups’ latest contracts
with the networks appear to have resolved ditter-
ences for now. the affiliates still want the FCC to
weigh in should the fights flare up in the future.
Martin agrees. noting that the FCC proposed
to fine affiliates that aired a Fox Married by
America episode featuring strippers at bachelor
and bachelorette parties.

A potential fight is also brewing between cable
operators and Martin. When the FCC voted down
broadcasters’ request for guaranteed cable carriage
of the new channels that going digital allows each
station to add, Martin was the lone dissent favor-
ing “must-carry” for broadcasters.

Powell's departure and Martin’s elevation
leaves a seat open. Among the top contenders:
former Texas utility regulator Rebecca Klein.
National Telecommunications and Information
Administration chief Michael Gallagher and
Earl Comstock. former aide to Senate Commerce
Committee Chairman Ted Stevens. B
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She can get a confession
out of anyone.

Millions will confess
total captivation.

KYRA SEDGWICK

THE GLOSER

A new original series
premiering June 2005.

REACH .
THAT REACHES DEEPER

You want broad reach against your

demo. lmagine the effective reach

when you also connect with people.
TNT does both.
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WASHINGTON WATCH

FCC Throws
In Towel
On NFL Promo

After a review by FCC referees,
ABC’s Monday Night Football
won't lose yardage for its Desper-
ate Housewives promo featuring
Nicolette Sheridan’s purportedly
nude embrace of Philadelphia Eagle
Terrell Owens.

The suggestive spot, which
featured Sheridan dropping a towel
and jumping into Owen’s arms, was
not “sufficiently explicit or graphic™
to be ruled indecent, the FCC said.

Looking to get more promotional
bang for its new hit, ABC put Des-
perate Housewives star Sheridan in
a provocative Nov. 15 MNF open-
ing where, clad only in a towel,
she attempts to seduce Owens.
Owens protests that he is ready for
some football until the lovely lady
drops her towel and throws herself
at him—discreetly filmed but the
meaning is clear—and Owens de-
cides the gridiron will have to wait.

The spot aired in the midst of
the FCC'’s crackdown on broadcast
indecency, and the NFL quickly
declared the ad “inappropriate and
unsuitable for our Monday Night
Football audience.” ABC, which
is trying to renegotiate its NFL
Monday- and Sunday-night rights,
quickly apologized.

Barton: DTV Bill Will
Pass With Subsidies

House Commerce Committee
Chairman Joe Barton predicts

the House will approve digital-TV
legislation by early summer. He

has revealed few details of the bill.
which is still being drafted, but has
explained how he would set up a
government subsidy to help low-
income folks keep analog sets work-
ing in the all-digital world.

Families living at 150%-200% of
the federal poverty line would be
eligible for rebates on $50 converter
boxes they have to buy if they
don’t subscribe to cable or satellite.
After buying a box at a retail store,
eligible consumers would send
a rebate coupon to the Treasury,
which would verify the consumers’
low-income status and mail them
a check. Barton estimated that no
more than 10 million households
would be eligible and the program
would cost less than $500 million.

Good News for Whistleblowers

GOP leader Pence backs federal shield laws By Bill McConnell

ep. Mike Pence (R-Ind.)
is a rare commodity in
Washington. He is an
evangelical  Christian
and an up-and-comer
among GOP leaders.
But he is also champi-
oning a critical cause of journalists at a
time when the media’s conservative allies
are as scarce as a Baptist preacher at a
pro—gay-marriage rally.

Pence is the chief House sponsor of
legislation that would allow reporters
to protect the identities of whistleblow-
ers and other sources who help them
to uncover government waste and
corporate malfeasance and shed light
on criminal investigations. If enacted,
the law would cover cases brought by
federal investigators. For protection
against state and local investigators,
reporters would still need a safeguard
in state shield laws, of which 31 are
already in place. Proponents hope
passage of a federal law
would make it easier to en-
act shields in the remaining
19 states.

Until Pence took up the
cause, journalism organiza-
tions expected an uphill,
half-decade fight to win a
federal shield law. His sup-
port will help garner more
conservative backing for
the idea and help persuade
the White House,
which is relying on
the Indianan to help
promote its Social
Security privatiza-
tion plan among
skeptical Republi-
can lawmakers.

First elected to
Congress in 2000, Pence is a former
GOP deputy whip and is currently
chairman of the House Republican Study
Committee, the panel charged with set-
ting GOP legislative priorities in the
House. He is also a former broadcaster:
He hosted conservative talker The Mike
Pence Show on 18 radio stations from
1992 to 1999, as well as a TV version on
UPN stations for four years.

PASSAGE POSSIBLE

Pence even persuaded fellow Indianan
Richard Lugar to sponsor his bill on
the other side of Capitol Hill. Now
media lobbyists say passage is pos-
sible before the current congressional
session ends next year.

“There’s no question that getting
GOP support has improved chances
for passage,” says Barbara Cochran,
president of the Radio-Television
News Directors Association. “Every-
body in the business got excited when

“Compelling
reporters to testify ...
is a detriment

to the public interest.”
REP. MIKE PENCE (R-IND.)

Pence decided to take this on.”

The fight for a federal shield law
is gaining steam among journalists
and friendly lawmakers like Pence at
a time when more federal judges and
prosecutors are using the threat of jail
time to muscle confidential informa-
tion from TV and print journalists.

“When reporters start going to jail, it
will elevate this issue,” says Paul Boyle,
lobbyist for the Newspaper Association
of America, which is spearheading the
news business’s legislative campaign.

REPORTERS THREATENED

Jim Taricani, an Emmy Award-winning
reporter for WJIAR Providence, R.L, is
under home detention for refusing to
reveal who leaked a videotape of top city
officials taking a bribe from an FBI infor-
mant. The New York Times star reporter
Judith Miller and Time magazine veteran
Matthew Cooper are under threat of being
jailed for refusing to reveal whether they
were contacted by a member
of the Bush administration
trying to blow the cover of
CIA operative Valerie Plame
in order to discredit her hus-
band, a State Department of-
ficial critical of White House
policy in Iraq.

In the past year, 12 re-
porters were threatened
with jail time for refus-
ing to reveal confidential
sources.

“Without  the
promise of confi-
dentiality, many
important  con-
duits of informa-
tion about govern-
ment activity would
be shut down,”
Pence said when he introduced his legis-
lation last month. “Compelling reporters
to testify and, in particular, compelling
them to reveal the identity of their confi-
dential sources is a detriment to the
public interest.”

Democratic  co-sponsors of the
legislation are Rep. Rick Boucher of
Virginia and Sen. Christopher Dodd of
Connecticut.

Boyle predicts both Judiciary Commit-
tees will hold hearings on the legislation
in late summer or early fall.

Despite the industry’s surprise at
Pence’s help, there is nothing strange
about the congressman’s endorsement of
a shield law, says Skip Brown, a spokes-
man for the lawmaker.

“He believes Americans have a right
to know what’s going on in their govern-
ment,” Brown says. “Conservatives have
an obligation to preserve all 10 amend-
ments in the Bill of Rights. They can’t
pick and choose.” B

The subsidy would be paid from
the $4 billion-plus the government
expects from auctioning reclaimed
analog TV channels.

Stevens Wavers
On Cable Indecency

As his colleagues took aim at what
they see as over-the-top cable fare,
Senate Commerce Committee
Chairman Ted Stevens (R-Alaska)
began backing off from his vow to
crack down on cable.

He still wants to level the playing
field for broadcasters and cable,
which enjoys court-ordered free-
speech exemptions. But he told
reporters he doesn’t think a bill

Congress is still
awaiting a report
from the FCC on TV
violence that was
opened last July.

just introduced by other lawmakers
could pass court muster.

Instead, he thinks the cable
industry will create a system like
the Motion Picture Association of
America ratings system, combined
with some form of voluntary tiers
that will allow customers to buy
family-friendly programming with-
out the edgy channels.

Sens. Jay Rockefeller (D-W.Va.)
and Kay Bailey Hutchison (R-
Texas) have introduced legislation
that would extend the 6 a.m.-10
p.m. ban on broadcast indecency
to cover gratuitous violence. Both
are members of the Stevens-led
Judiciary Committee.

Their bill would also give the
FCC flexibility to exempt pay ser-
vices, such as HBO.

Congress is still awaiting a report
from the FCC on TV violence that
was opened last July.

The Rockefeller-Hutchison
bill would also boost fines for
indecency, double the number
of required hours of educational
children’s programming per week
from three to six and require
30-second, on-screen warnings
every 30 minutes during violent or
indecent programming.

Another Judiciary Committee
member is angling to eliminate
cable X-rated movies. Noting that
more than half of all cable and
satellite pay-TV movies are porn,
Sen. Sam Brownback (R-Kan.)
called on the Justice Department
to step up obscenity prosecutions.
Federal investigators can start with
Adelphia, EchoStar and DirecTV,
he added.
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Who Can Replace ‘Jane’?

‘Martha’ waits in the wings By Jim Finkle

he recent cancellation of
The Jane Paulev Show
leaves 222 stations with
an hour to fill next sea-
son. Few are sweating
the loss. Although NBC
Universal had sold it for
two tull seasons, the low-rated freshman
program had failed to catch on.

This season, it averaged a (.7 rating
among women 1849 through March 6.
ranking 122nd among 187 syndicated
shows tracked by Nielsen.

Pauley's loss is Martha’s gain. The
Martha Stewart Show. a one-hour daily
strip NBC Universal is producing with
Stewart and Mark Burnett. was announced
in December. And not surprisingly. “For
the majority of stations. Martha Stewart
is likely to be the replacement for Jane
Pauley.” says Bill Carroll. VP/director of
programming for Katz TV.

For example. Hearst-Argyle Televi-
sion’s WESH Orlando, Fla., is moving
The Maurtha Stewart Show into Pauley's
current slot at 1| a.m. Pauley started out

Jane Pauley Show was No. 122 out of 187.

at 4 p.m. on WESH. where she was up
against The Oprah Winfrev Show. Now
The Ellen DeGeneres Show is up against

GIRLS BLANKETS
THEU.S.

Sony Pictures Television
has cleared an off

net version of Girls
Behaving Badly, a half-
hour hidden-camera

Winfrey in that time slot. and “Ellen is Girls comedy that runs on
competing strongly in the period.” says Behaving ~ Oxygen, in 95% of the
GM William Bauman. Badly country. The syndicator

WESH is one of || Hearst-Argyle
stations that air Jane Paulev. A likely
replacement at the other 10 is either
Ellen or Starting QOver. both of which

have done well for the group, says VP of

Programming Emerson Coleman. That
is provided Starting Over returns. NBC
Universal spokesman Joe Schlosser says
the reality strip is likely to be renewed for
a third season, but it’s not a done deal.

The 14 NBC-owned stations that carry
Puauley haven't decided what they Il run
in its place. says group spokeswoman
Liz Fischer. Murtha Stewart seems to
be a likely candidate. but NBC says no
decision has been made.

There are more than five months to
go before the start of next season. and
stations have options. They can choose
to double-run strong syndicated shows
or go with off-net material. such as The
Nanny and Muad About You. which Sony
is selling for next season. There is also
a chance The Robin Quivers Show or
another new first-run program could be
cleared at the last minute.

“This has been a very sirange year in
terms of launches.” says Carroll. “There
is the possibility something new may sur-
face between now and September.”

Stations have become even more con-
servative. and with good reason. Carroll
says. "Daytime unfortunately for stations
doesn’t generate substantial income. So
they have to be very specific in the way
they approach how they re going to pro-
gram these time periods.” W

is selling 70 episodes
of the comedy/reality series, which is
hosted by Chelsea Handler, Melissa
Howard, Shondrella and Kira Soltanovich.

HIP HOP’S POKER FACE

Heritage Media Group has sold its new
syndicated weekly poker show, Hip Hop
Hold "Em, in seven of the top 10 markets.
According te the company, clearances
include Tribune stations WPIX New York,
KTLA Los Angeles, WPHL Philadelphia,
KDAF Dallas and WNOL New Orleans. The
show, from Heritage and TWI-the TV-
productior arm of sports-management
powerhouse IMG—takes the poker game
Texas Hold Em and transplants it to the
world of hip-hop, with celebrities hosting
games in their homes for friends, includ-
ing athletes (IMG represents several),
musicians and actors.

“I's a given that poker works on TV,
says Dave Bulhack, SVP of distribution,
TWI. “Hip Hop Hold 'Em will bring in that
predisposed poker viewer, plus the hard-
to-reach but desirable younger audience
drawn to the entertainment and lifestyle
elements of the show”

WPIX nas yet to determine when it will
run the show.

“We have some interesting pairing
options,” says Julie O'Neil, the station’s
programming director. “Would it go best
with Soul Train or South Park?”

TWI worldwide also produces and dis-
tributes the reality series I'd Do Anything
on ESPN.
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STATION TO STATION

Closed-Captions
Translate News
Into Spanish

By Allison Romano

Hello, or should we say hola!
Fourteen stations are broadcasting
local news with Spanish transla-
tions over the closed-captioning
system. The service is provided by
Translate TV, a two-year old Ohio
company that uses customized
technology to translate a station’s
newscast in real time and pump
out translations. Most televisions
have such capabilities; stations
provide English captioning on one
of two closed-captioning channels.
Translate
TV taps into
the second,
referred to
as CC2.
WLS
Chicago is
the latest

The Tonight Show participant,
With Jay Leno is beginning in

closed-captioned.  ecarly March.
“This is a
wonderful way to reach people
who prefer to receive their news

in Spanish,” says WLS President/
GM Emily Barr. Nielsen Media
Research does not monitor closed-
captioning usage, so it is tough for
stations to measure audience.

Still, local broadcasters are anx-
ious to snare more Spanish-speak-
ing and bilingual viewers, since
Hispanics are the fastest-growing
ethnic group in the U.S.—projected
to account for nearly 18% of the
total population by 2020, up from
12.5% in 2000. The dominant
players to date: Spanish-language
broadcasters Univision and Tel-
emundo. In many large markets,
their affiliates also offer news.
When NBC bought Telemundo for
$2 billion, it acquired 14 Telemun-
do stations.

Now NBC is starting an indepen-
dent Spanish-language station Mi
San Diego TV 43 in San Diego. In
a few other markets, broadcasters
use the Secondary Audio Program-
ming (SAP) feed to provide audio
translations of their news.

Translate TV's service offers an
English-language station a cost-
effective way to connect with Span-
ish speakers. For $100 a day, the
company translates a station’s local
news, weather and sports. Translate
TV installs a computer at the sta-
tion, which handles the captioning.

The Iger Sanction

Disney’s next CEQ faces major challenges By Allison Romano

Disney’s Bob Iger

ow that Iger is CEO-
to-be of Disney Co.,
he will need to ma-
ture businesses across
the Magic Kingdom,
once he takes over

from outgoing chief Michael Eisner
next year.

At the top of his to-do list: Negotiate

a new deal with animation star Pixar
Studios. Disney and Pixar’s co-produc-
tion pact expires after Cars is released
this summer. [ger must also manage the
impending split with Miramax found-
ers Harvey and Bob Weinstein, who are
leaving their film division. Growth is
stalled at theme parks, too.

“He needs to restore the company’s

creative engine,” says Fulcrum Global
Partners analyst Rich Greenfield.

is

One area Iger can mine for growth

the TV holdings. Iger knows that

business intimately. Former chairman
of ABC Group, he started his career as
a studio supervisor for ABC in 1974;
20 years later, he was running the
network.

Last spring, he averhauled ABC’s

management ranks, elevating cable
maven Anne Sweeney to head both
ABC and Disney’s cable network and
former Touchstone TV President Steve
McPherson to head ABC Entertain-
ment. In the process, he dismissed
former entertainment chief Susan Lyne
and Lloyd Braun, ex-chairman of ABC
Entertainment TV Group.

Looking ahead, here are five chal-

lenges Iger faces in the TV arena:

NFLs Peyton Manning

el NFL NEGOTIATIONS

u ABC’s Monday Night
. Football deal expires
after the  2005-06
season, as does ESPN’s Sunday
Night Football package. CBS and
Fox have already renewed, but
Disney is holding out. ABC gets a
big ratings boost from MNF but has
trouble capitalizing on football’s
big male audience. Plus, MNF’s
expected multibillion-dollar price

DH's Eva Longonia

Alias’ Mia Maestro

NBA's Penny Hardaway

Raven’s Raven Simone

tag is steep. Complicating matters,
NBC Universal is interested again.
ESPN cannot afford to lose the NFL,
its marquee property and cable’s
highest-rated show. One possible
scenario: ABC and ESPN could swap
football packages.

KEEP ABC GROWING
Desperate Housewives
and Lost made ABC
cool again. Iger, a re-
puted micromanager, will have to
trust Sweeney and McPherson to
develop more hit shows and to clev-
erly market and schedule them.

But ABC’'s performance—up
14.7% in 18-49s through February
compared with last season—isn’t all
positive. Its sitcoms are struggling,
and the network doesn’t have a win-
ner on lucrative Thursday night.

* SATISFY STATIONS

The trouble with ABC's

freshman phenoms is

they are not 10 p.m. ET
shows. Local stations rely on the
last hour of prime time to deliver
big audiences into late news, a lo-
cal broadcaster’s top money maker.
When NBC was hot, 10 p.m. stars
Law & Order and ER boosted local
news. ABC stations are starved for
a similar assist.

ESPN'S AFFILIATE TAB

The sports network is

cable and satellite op-

erators’ biggest channel
expense, wrestling about $2 a sub
for the main channel. ESPN’s rates
climbed 20% in recent years but
will slow to 7% beginning this year.
ESPN needs revenue generators to
make up the loss and help foot the
billions the network is paying in
sports-rights fees.

= CABLE ACES
N Disney Channel, a cable
starlet two years ago, is
struggling to replace its
tween sensation Lizzie McGuire
and score new animated hits. A star
character can provide a big opportu-
nity for the theme parks, merchan-
dising arm and even the recording
division, the way That's So Raven
has done.

And Disney still needs to make
good on its inflated $5.2 billion pur-
chase of ABC Family in 2001. His-
torically, the network has been
ratings/programming challenged. But
adding Gilmore Girls and 7th Heaven
reruns is helping, as is a new exec
team. @

Besides WLS, ABC O&O
stations WABC New York and
KTRK Houston use the service,
as do affiliates WCVB Boston
and WTNH New Haven, Conn.

Six NBC stations have signed on:
KXAN Austin, Texas; KOAA
Colorado Springs, Colo.; WTHR
Indianapolis; KVBC Las Vegas;
WOOD Grand Rapids, Mich.;
WRC Washington. And two CBS
stations: WFOR Miami and WBNS
Columbus, Ohio.

An independent station in Puerto
Rico uses the service to provide
English captions for its Spanish-
language broadcasts.

Translate TV will work with
multiple stations in a market, al-
though the first in a market receives
an exclusive period of about three
months. A hallmark of the service
is that it learns the local language.
Before it begins on-air translations,
staffers study 15 hours of tape,
noting market and station specifics.
“We need to customize the diction-
ary for each station,” explains
President/CEO Joel Rudich. In
New York, for example, the com-
puter learns that the Clear View Ex-
pressway is a proper name. “Clear
View" should not be translated into
Spanish. Translate TV has patents
pending on its technology.

Stations see captioning as more
than a public service: it can also be

“We realize how
important it is
to reach our
non-English-

speaking audience.”
DAVE DAVIS, WABC

a revenue driver. Local broadcast-
ers are selling sponsorships to fund
the effort. In return, the spon-

sor usually receives promotions
announcing its involvement. In
Boston, WCVB works with Hum-
mer, and WLS signed up Chicago
flooring company Luna Carpets.

National programming is also
affected. MSNBC provides Span-
ish-language captions through
Translate TV, as does The Tonight
Show With Jay Leno. In New York,
Live With Regis and Kelly is avail-
able on WABC with Spanish cap-
tions, and Translate TV is in talks
with the show’s distributor, Buena
Vista, about a wider deal.

In New York, 617,000 viewers,
10% of the market audience, live
in Spanish-dominant households.
Says WABC GM Dave Davis,
“We realize how important it is to
reach a significant portion of our
non-English-speaking audience.”

Send station news to
aromano @ reedbusiness.com
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AT A GLA

The Market
OMA rask 24
Populatis 2,864,000
TY homes 1,087,000
Income per capita $18,094
TV revense rank 31
TV revetue $178,800,000

Commercial TV Stations

Rank* Ch. Affil.  Owner
1 NCW 8 NBC  Belo
2 RAT 2 ABC Fisher Comm,
3 6 CBS  Emmis
4 KPTY 12 Fox Meredith
5 RPN 49 UPN  Meredith
6 KWGE 32 WB Tribune
*February 2005, sign-on to sign-off
Cable/DBS
641,330
M ¢ operal Comcast
o 59%
b 20%
olrali 217,400
D85S carriage of focal TV Yes

" *Altemative Delivery Systems, includes DBS and other non-
cable services, according to Nielsen Med:a Research

What's No. 1

Syndicated Show Rating/Share***

¢ Oprak Wini » (KGW) 7.6/19
Network Show

I {KOIN) 22.5/34
Evening Newscast
AGY 9.1/20
Late Newscast
KGw 8.4/21

** *February 2005, totat househoids

SQURCES: Nielsen Media Research, BIA Research

Portland Is Primed

KGW has strong news lead, but rivals make inroads
By Allison Romano

ortland. Ore.. may be famous for its laid-back lifestyle. but the coun-
try’s 24th-largest TV market is diverse in its tastes. Adidas USA and
Nike are based in the area. as are several high-tech firms. “The region
is like 1wo states in one.” says Teresa Burgess. VP/GM for Meredith
Broadcasting’s Fox atfiliate KPTV. “Metro Portland is atfluent. lib-
eral and educated: other parts of the state are rural and conservative.”
Together. they make for a colorful local TV scene.

Belo Corp.’s NBC affiliate KGW reigns as the market's dominant station, win-
ning sign-on to sign-off ratings for 21 straight ratings periods. In the recent Febru-
ary sweeps, KGW won noon. 5 p.m.. 6 p.m. and late news. The only newscast left to
conquer is early morning. where the station is locked in a tight race with KPTV.

KGW'’s entertainment program- v
ming helps keep its news ratings
high. In the afternoon. Oprah leads
into early newscasts. In prime time.
the NBC lireup delivers big rat-
ings into 11 p.m. news. despite the
network’s stumbles this season.

“Portland out-delivers the na-
tional averages™ tor NBC siations,
says President/GM Paul Fry, help-

A

ing KGW weather NBC’s prime
time slump. Plus. Fry says. his late
news has maintained its lead-in
ratings.

But his rivals are chipping away. Emmis Communications’ CBS affiliate KOIN
is mounting a tough offensive in prime and late news. “Strong CBS shows per-
form exceedingly well here,” says VP/GM David Lippoff. It placed second at 11
p-m. in February. KOIN typically ranks No. 1 or No. 2 among CBS stations with
its Survivor ratings, and CSI is the market's most-watched show.

KOIN’s challenge. Lippoff says, is to convert more prime time viewers to its
late news. KPTV’s 10 p.m. news pulls in third-place late-news marks. and Fisher
Communications’ ABC affiliate KATU ranks fourth. Meredith owns the market’s
only duopoly: KPTV and UPN station KPDX. Comcast Cable is the market’s
largest cable operator.

Portland stations took in an estimated $178 million in gross revenue last year,
up from $162 million in 2003, according to BIA Financial. Stations grabbed
some political-ad money last year, which will temper ad growth this year. Station
execs expect their ad business to grow in the low single digits.

One marketing challenge for TV stations: its residents’ outdoor lifestyle. Says
KOIN’s Lippoff: "Even when it rains, people do not like to stay inside.” W

KGW anchors Joe Donlon and Tracy Barry

NEXT: DES MOINES, IOWA

Dual Identity

Meredith  Broadcasting, owner
of Portland, Ore.’s sole duopoly.
wants to carve distinct identities
for its two stations, since its Fox
and UPN affiliates share a com-
mon past.

In 2002, Meredith gained control
of the local UPN station in a swap
with Fox Television Stations Group.
trading two Fox affiliates in Florida.
Meredith already owned the Fox af-
filiate in Portland.

KPTV. then a UPN station. had a
long history as a vibrant station with
strong news and local programming.
Seeking to strengthen its Fox sta-
tion, Meredith engineered its own
trade: It converted KPTV 10 Fox
and made KPDX the UPN affiliate.
As a result, the Fox station offered
local news for the first time—aided
by KPTV's legacy.

“A lot of Fox stations live and
die by their lead-ins.” says VP/GM
Teresa Burgess. “We have more
automatic tune-in at 10 p.m. since
some people have been watching
for years.” Still. building KPDX’s
image is a challenge. To help drive
viewership, young people cruise
Portland in a Scion car plastered
with the station’s logo.—A.R.

SHARE OF

WHO POPULATION INDEX*
White 92% 111
plach 3% 22
k 2% 91
Hispanie Origin 7% 54

*Index 1s a measurement of consumer likelihood. An index
of 100 indicates that the market is on par with the average
of the 75 local markets.

SOURCE: Scarborough Release 1 2004 75 Markets Report
{February ‘03-March ‘04)
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“WERE MAKING AN INTELLIGENT ADJUSTMENT oen o o

In a King Solomon-like answer to critics that Viacom
has become too big to grow, Chairman Sumner Red-
stone has proposed cleaving it in half.

On the surface, the move would appear to reverse the
last decade of deal-making—including the CBS and In-
finity acquisitions—that built up his entertainment port-
folio. But Redstone hardly sees the split-up as a reversal
in strategy. To him, it’s just another deal.

“The world changes,” he says. ““I think what we’re doing
is making an intelligent adjustment to a changed world.”

Viacom would split into two companies, one largely
composed of the businesses that came along with
CBS—the top-ranked broadcast network, TV stations,
syndication, and ailing Infinity radio—and the outdoor
advertising division. These businesses would be run by

whose radio business has been slammed by a weak ad
market, would no longer be a drag on Viacom’s stock.

Redstone says that, today, MTYV is locked up in a com-
pany that trades at around eight times annual cash flow, a
relatively low valuation. “Separated, I believe, it will have
multiple of 16, That alone is enormous change.”

Even in an era of mega-mergers, there is a suspicion
that media conglomerates have grown too gargantuan for
their own good. The strength of rapidly growing busi-
nesses like cable networks and DVDs is overwhelmed
by slower divisions like radio and TV stations.

Bank of America media analyst Doug Shapiro has
armed deal critics with harsh analyses of past acquisi-
tions. He notes that growth in media giants like Via-
com, Disney and Time Warner has slowed for several

Double You

From left: Les Moonves, Sumner Redstone, Tom Freston

CBS Chairman and Viacom Co-President Les Moonves.
The other company would be composed primarily
of Viacom’s pre-2000 assets—its cable networks and
Paramount movie studio—run by Viacom’s other Co-
President and ex-MTVN chairman Tom Freston.

The goal: set fast-growing MTV Networks free from
its slower siblings. Such a deal, analysts say, would
allow MTYV to get a bump in share price and perhaps
grow bigger by acquisition. A stand-alone CBS Infinity,

VIACOM CHAIRMAN REDSTONE EXPLAINS HIS PLAN TO SPL

reasons but the underlying truth is that “many have
simply become too big and have consequently diversi-
fied away their growth.”

Other media executives seem to agree. Just last
week, John Malone’s Liberty Media Corp. declared it
will spin off to shareholders its 50%, $6 billion stake
in Discovery Communications (see page 8). Barry
Diller’s Interactive Corp. is separating Home Shopping
Network from its core Internet travel businesses.

Merrill Lynch media analyst Jessica Reif Cohen says
Big Media executives are jealously eyeing the strong
recent performance of pure-play entities like Pixar and
DreamWorks Animation. That “has contrasted sharply
with the general malaise that has hung over the large
media conglomerates for the last several years.”

Tired of watching big media takeovers fizzle, big
investors have been lobbying media giants to abandon
their strategy of growing through acquisitions. They
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MTV’s The Nick Lachey Profect ~ Showtime’s Fat Actress
2005E
2005E CASH
SALES  CHANGE  FLOW  CHANGE
DIVISION (MILLION)  VS.'04  (MILLION) VS. '04
MTVN $5,471 +9% $2,443 +10%
Paramount Films $2,547 +6% $340  +25% B
« Showtime $1,205 +6% $275 +6% (« =
&J  §imon & Schuster $796 +5% $64 +5% o
E Theaters/New Media $512 +5% $26 +5% o
BET $497  +12%  $311 7% wn
E Paramount Theme Parks $429 +5% $48 +5% u
h Total Freston Inc. $11,456 +7% $3,507 +14% E
0 o
: SOURCE: Morgan Stanley’s Richard Bilotti, Bank of America's Doug Shapiro, B&C research °
™ =

contend that media stocks will be higher if conglom-
erates instead spent their money paying dividends or
buying back shares. After spending $3 billion support-
ing his stock price by buying back shares, the Viacom
chairman is taking a bold step.

Still, Redstone is a little annoyed by the outcry against
the conglomerates, since the same crowd cheered the
big companies on when the deals were cut. He recalls
that investors pushed America Online shares stock up
toward $100 per share after it agreed to buy Time War-
ner. Viacom cracked $70 on news of the CBS deal. “The
same people who drove you way up criticize you and
say you shouldn’t have done it,” he says.

He denies that Viacom or media companies in gen-
eral are simply too swollen to move. “It depends on

Pleasure

deal—estimates that Freston’s operations will generate
more than $11 billion in revenue this year and $3.5 bil-
lion in operating cash flow, growing those profits at a
fast 14%.

Moonves would get the CBS network and stations,
Paramount Television, and King World production
and syndication units. But he would aiso get Viacom’s
problem children: the Infinity radio ard billboard di-
visions, whose growth has been terrible even though
they are profitable. Moonves® unit should generate
more revenue than Freston’s this year, more than $12
billion, and around the same amount of cash flow. But
the CBS Infinity properties’ growth rate is just 3%
this year, and network TV is a fickle business.

Freston’s division is worth around $45 billion, while

> AN EMPIRE BY JOHN HIGGINS

the situation. We’re not Time Warner,” Redstone says,
referring to the disastrous merger between AOL and
Time Warner. “It depends on the company. It depends
on the assets. It depends on the strategic direction of
the company.”

The split-up contrasts sharply with comments Red-
stone made just three weeks ago. During Viacom’s quar-
terly earnings conference call, he declared, “From top
to bottom, Viacom is moving in one direction. We know
where we want to go, and we know how to get there.”

Under the new plan, Freston would run Viacom’s
fastest-growing assets, including MTV Networks and
BET. He would keep responsibility for ailing Para-
mount, which is on the rebound from Viacom’s past
management missteps. He would also get the slowly
growing Showtime Networks.

A February analysis by Morgan Stanley—whose
investment bankers are now representing Viacom in the

Moonves’ could be worth about $30 billion. Neither
men was talking publicly last week, but neither has
much to be unhappy about. Freston gets the strongest
assets and gets to run the show. Moonves gets the old
CBS back and eliminates the risk of losing a fight with
Freston over who will succeed the 81-year-old Red-
stone as Viacom CEO.

Redstone says the plan is far more than a grab for
a short-term pop in Viacom’s stock (which jumped
11% on the news before settling back to a 6% gain).
“There’s been so much emphasis on this moving the
price of the stock,” he says. “As much as I care about
investors, I wouldn’t have done this if I didn’t think it
was a strategic move.”

What is that strategy? MTV Paramount will have
relatively less debt, so Freston has financial flexibility
to invest in its existing businesses. And he gets to ac-
quire tightly fitting businesses, notably cable networks.

CBS’ 60 Minutes UPN's America’s Next Tob Model

2005E
2005E CASH
SALES CHANGE FLOW CHANGE
DIVISION (MILLION) VS.'04 (MILLION) VS.'04
CBS Network $4,375 +3% $433 +27%
Paramount TV/King World $2,146 -2% $674 8%
Infinity Radio $2,130 +2% $940 -1%
Infinity Outdoor $1,989 +6% $497 +9%
CBS Stations $1,288 2% $532 2%
Paramount Stations $543 +2% $178 +4%
UPN $253 +11% -$60 NA
Total Moonves Corp. $12,724 +1% $3,194 +3%

NA = UPN lost an estimated $80 million in 2004 and is expected to lose $60 million in 2005
SOURCE: Morgan Stanley's Richard Bilotti, Bank of America’s Doug Shapiro, B&C research

Right now, Viacom’s low trading value of eight to nine
times cash flow makes it a weak currency for buying
assets worth 15 to 18 times cash flow. But a success-
ful MTV Paramount stock could chase companies like
Discovery or Rainbow Programming as they come onto
the market.

CBS plans to saddle CBS Infinity with more debt,
while its free cash flow goes to pay dividends and buy
back stock. meeting Wall Street’s latest clamoring for
“returning capital to shareholders.”

Last summer, Shapiro published a sobering study
concluding that top media firms, like Viacom and
Comcast Communications, would be far better off if
they had never engaged in some of the biggest deals of
the past decade. In it, he concluded that, if Viacom had
never acquired CBS, Blockbuster or even Paramount,
its shares would be trading at around $77, double its
price today.

Shapiro unwinds Viacom's original operations from
its string of multibillion-dollar acquisitions, from Para-
mount and Blockbuster in the 1990s to CBS. The prima-
ry asset of a smaller Viacom would be MTV Networks,
which has been a huge growth engine. Sure, Viacom
would have less revenue and operating cash flow. But it
also wouldn’t have issued 1.8 billion shares in deals that
diluted existing shareholders.

Redstone maintains that “we’ve always been care-
ful about the deals we do, and you know that.” He
notes that he passed on deals for USA Network and
Telemundo because the prices were too rich.

Fulcrum Global media analyst Richard Greenfield
takes a darker view of Viacom’s track record with
deals. In the past three years, the conglomerate has
taken more than $20 billion in write-offs against fiz-
zled acquisitions: $10.9 billion against Infinity Radio,
$7.1 billion against Infinity Qutdoor and $2.8 billion
against Blockbuster Entertainment.

“Whether they thought they paid a fair price at the
time or not, the bottom-line impact is that Viacom
overpaid for these assets,” Greenfield says, adding,
“The lesson learned by management is hopefully that
Viacom should not be making major acquisitions in the
next 12-24 months.”

Of course, no Viacom shareholder has taken a great-
er hit from the stock slide than Redstone, who owns
$7.5 billion worth of the company’s shares. Asked
directly if he thinks he would be better off financially
if he had never done the CBS deal, he ducks the ques-
tion. But he does declare that he doesn’t regret buying
the broadcaster: “If I had it to do over again, | would
doit” M
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Fast Track
Continued from page 4

Ross Out at

‘Primetime Live’

Primetime Live executive producer
Shelly Ross is stepping down. re-
placed by 20/20 EP David Sloan. for
the time being. Afler just a year in
the job, Ross got squeezed out at the
fading newsmagazine but will stay
with the network tor now. She will
develop and produce new shows for
all divisions of ABC, according to the
company. likely working off the bal-
ance ol her multi-year contract.

Too much friction with Charles
Gibson helped push
Ross out of Good Morn-
ing America last spring.
despite leading a revival
of the morning show. At
Primetime Live. she had the mis-
fortune of facing off against CBS’
powerhouse Thursday-night lineup,
and viewership plunged.

In its most recent outing, Prime-
time Live was a distant third in its
time period at a 2.1 rating/6 share in
the key 18-49 demo. but it was still
the network’s top-rated timed period
of the night. —/. M.H.

King Still Reigns at CNN

Larry King will continue his CNN
gab-fest through 2009 under an ex-
tended contract worth $7 million per
year, representatives from the network
confirmed last week.

King. who marks his 20th year with
CNN June 1. posts the network’s high-
est ratings with his nightly talk show,
Larry King Live, which airs from 9 to
10 p.m. ET.

In March. the show has averaged
1.4 million total viewers a night and in
February averaged 1.2 million.

Nancy Grace, who sometimes
stands in for King and whose own
eponymous program recently debuted
on sister net Headline News, was
rumored to be replacing King, al-
though a network executive said that
no plans were in place to groom a
successor.—A.B.

Mixed Bag for Syndie Sweeps

The results of the February sweeps
(Feb. 3-Muarch 2) were a mixed bag,
with most rookies demonstrating
improvement.

The Insider was the newcomer
champ going away, with a 2.9 national
household rating, up 21% over its Sep-
tember debut. It was the third-highest-
rated magazine show after Entertain-
ment Tonight and Inside Edition.

The recently canceled Jane Pauley
Show was second in the freshman race
with a 1.6 average. which remained
unchanged from its premiere.

BE 3/21/05

Groups Pay $229M For TV Ads

orporations and ad-

vocacy groups spent

$229 million on TV

ads on national broad-

cast and TV networks,
as well as on Washington, D.C..
stations, in efforts to influence leg-
islation during the last Congress,
according to a new study released
last week by the University of
Pennsylvania’s Annenberg Public
Policy Center.

The figure for TV spending was up
459% from the 200)1-02 Congress.

Including print ads, An-
nenberg found that total
spending on issue adver-
tising increased 285% to
$404 million over the two
congressional terms.

The Annenberg study tallied
67,653 ads sponsored by 914 com-
panies. organizations and coalitions
carried on the Washington metro
area’s TV stations, national TV net-
works and in the Washington Post,
Washington Times, the Washington
edition of the New York Times and
specialty publications targeting law-
makers and staff on Capitol Hill.

Larry King

The Tony Danza Show, which like
Insider has been renewed. averaged a
1.3, up 8%. Ambush Makeover at a 1.1,
was up 22%. The Larry Elder Show, at
a 1.0, was up 25%. Pat Croce: Moving
In. with a 0.7, was up 17% and Life &
Style with a 0.6, was up 20%.—J.E.

MTV Ups Scannell, Roedy

MTYV Networks has promoted senior
executives Herb Scannell and Bill
Roedy. Scannell was named vice
chairman, MTV Networks, and presi-
dent, Nickelodeon Networks, while
Roedy was named vice chairman,
MTV Networks. and president, MTV
Networks International.

Scannell, who currently man-
ages Nickelodeon. Nick at Nite. TV
I.and, Noggin/The N and Spike
TV. will now oversee development
of new MTV Networks channels and
multimedia ventures targeting niche
audiences. He will also manage MTV
Networks’ corporate functions.

The Insider's Pat 0'Brien

Business interests purchased an
estimated $320 million worth of
the ads, while consumer-advocacy
groups purchased $58 million worth.

One troubling result of the study.
says Annenberg researcher Gordon
McDonald, was lopsided spending
on a particular side of many issues.
Of the 52 specific issues examined,
half had all the spending advocat-
ing a single side of the debate.
Only three issues—6%-—had com-
petitive spending.

The report also identified
$18.5 million worth of issue ads
sponsored by organizations with
ambiguous or misleading names
that made it difficult for the audi-
ence to know the sponsors’ interest
in an issue.

For instance, Americans for
Balanced Energy Choices, a coali-
tion of mining companies, coal
transporters and suppliers of coal-
produced electricity, spent
$9.1 million on environmental
policy ads. Voices for Choices,

a coalition of telecom companies
opposing local-telephone deregula-
tion, spent $2.7 million.—B.M.

A i

The Wire

Roedy, who currently oversees MTV
Networks’ international operations and
global public affairs, will now oversee
the division’s multimedia investments.

Based in New York and London,
respectively, Scannell and Roedy
will continue to report to MTV
Networks Chairman and CEO Judy
McGrath.—A.B.

‘Office’ Gets Web Space

NBC previewed its new series The
Office on social-networking site
MySpace.com on March 16, one week
before the series’ television debut.
The show’s Webcast was NBC's first
online premicre of a complete episode
of a show. A trimmed “webisode” ver-
sion of the premiere was made avail-
able to MySpace's 11 million users on
March 17. The Office, a mockumentary
of the modern workplace, is adapted
from the British cult hit, which aired
for two seasons on the BBC begin-
ning September 2001. NBC will air the

premiere episode. “Diversity Day”" in a
broadcast-TV preview March 24 at 9:30
p.m. and repeat the episode in its nor-
mal time slot March 29 at 9:30.—A.B.

Wire Re-Upped

HBO renewed The Wire for a 12-
episode lourth scason to debut in 2006.
The show resolved key plot issues

in its third season last December.
prompting months of speculation about
whether it would return. Although
non—ad-supported HBO does not
measure its shows’ success through
Nielsen numbers. the critically ac-
claimed drama struggled in the ratings
last season. premiering (0 an average
1.8 million viewers and losing viewers
in subsequent episodes.—A.B.

Ferree Named
C00 of CPB

en Ferree, who recently
stepped down as Media
BNureau chief of the Fed-

eral Communications Commis-
sion under departing Chairman
Michael Powell, has landed at the
Corporation for Public Broad-
casting as chief operating officer.

He succeeds Kathleen Cox,
who became president and CEO
in July 2004, replacing Robert
Coonrod. Also joining CPB is a
veteran public-affairs executive
Nancy Risque Rohrbach as SVP,
corporate and public affairs.

While at the FCC. Ferree
backed a plan that would have
allowed the government to reclaim
analog spectrum earlier than the
current DTV switch deadline.

Risque Rohrbach is a former
Assistant Secretary of Labor
under President George W. Bush
and assistant to the president and
staff member of the Office of
Legislative Affairs under President
Ronald Reagan. Most recently,
she has been the director of Na-
tional Museum of Women in the
Arts—J.E.

Cotrections

ABC News Washington correspon-
dent Jake Tapper and Good Morning
America weekend anchor Bill Weir
were misidentified in The Robins Re-
port (3/14, page 3).

A report in Syndication (3/7. page 13)
provided a one-day ratings snapshot on
The Tonv Danza Show. It should have
included the show’s February sweeps
performance in those markets. In last
month’s sweeps. the show averaged a
1.3 national household rating,. up 8%
tfrom its debut week last September.
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SJC's Nancy Black doesn't have much hard data to give
advertisers, but she knows the community inside and out.

ot every cable sys-
tem is owned by a
mega-giant, nor
does every cable
customer live in
a major market.
With consolida-
tion now a matter of course in the cable
industry, tiny St. Joseph Cablevision
(SJC) is an anomaly, and of course, sell-
ing local cable advertising is a different
business than it is in large urban areas.
Independently owned by the same
family that launched it in 1965, SIC is
nestled in an agricultural area 50 miles
north of Kansas City in northwest Mis-
souri. St. Joseph is home to 26,000 sub-
scribers in the nation’s No. 201 DMA.
Building personal relationships are
paramount in a small town—especially
one that has a sluggish economy. B&C
contributor Steve Raddock talked with
Nancy Black, general manager of the
sales arm of SJC’s business, about lo-

Local Cable Ad Sales With a Personal Touch

St. Joseph, Mo., operator depends on tight hometown bonds in the Show Me State

cal cable ad realities in a
small market.

1 understand St. Joseph's
economy Is still fairly
stagnant. How does that
translate in the cable
business?

We had been consistently
growing until the past
couple of years, and then
it leveled out. We’ve lost
about 1,000 subscribers
in the past two to three
years. Part of it is due
to satellite, and we’ve
also had some pretty big
unemployment prob-
lems—prompting many people to move
out of town.

Right now, we have the highest
unemployment rate in the state of Mis-
souri. Quaker Oats was one of our pil-
lar employers, and they’ve closed. Their
Aunt Jemima brand originated here.
Stetson Hats and Mead Products also
closed their area manufacturing facili-
ties within the last few months.

That's got to create a sales challenge.

We're trying to be as creative as we can in
coming up with targeted packages for our
advertisers. We are not raising our rates
very much at all. In 2003, we had a tough
year. Last year, we had a good year, even
without political {ads]. We're showing an
increase so far this year. In January, we
were up | 1% over the year before.

What’s your primary competition?
Broadcast. We have one ABC affiliate in
town, and they're our stiffest competition.

We also have some spill-in from network
affiliates in the Kansas City market. We
don’t spend a lot of time positioning
against them. We just really go out and
tell our story. We have advertisers who’ve
been with us for years. We’re one of the
few mediums where a small advertiser
can afford to be. The broadcasters, how-
ever, have been cutting their rates over
the past couple of years and going after
some of our clients.

Have your ad sales efforts benefited from
any public-affairs Initlatives?

We took on a project to run a campaign
to save a small community lake just
south of town to raise funds to dredge
it. Recently, we received a $15,000 con-
tract from an advertiser because of what
we did to help that project.

‘“We’re one of the few
mediums where a small
advertiser can afford

to be.”

NANCY BLACK,
ST. JOSEPH CABLEVISION

Are there advertising categories that have
been bright spots for you?

Furniture stores have done well. And
we've received substantial business
from a large furniture company in Kan-
sas City. Having the large furniture op-
eration on board, in fact, is an incentive
for the smaller stores [in St. Joseph] to
continue advertising.

We’re optimistic about the future.
A new shopping development will be
bringing in Kohl’s, Target, Sam’s Club
and Home Depot. That’s not going to
help us a lot, because those chain stores
mostly buy network television. But it’s
helping the attitude of the community at
a time when things seemed to be look-
ing bleak.

What ad sales advantages come from being an
independently owned-and-operated system?
One advantage is that I can get on the
phone and call the owner and say, *I re-
ally need to talk to you.” We feel like
our control is right here.

We don’t have the big money to
spend on national promo spots like
Time Warner does. Everything here
has a local feel. And we like to know
the people we’re doing business with.
Everybody in town knows who owns
the cable system.

Being part of this community—what
we make stays here, we employ the
people who live here—helps make our
sales pitch stronger. B

B&C and Muitichannel News produce
a twice-monthly newsletter on local
cable ad sales in communities big and
small. For a free subscription, e-mail
cablenewsletters @ reedbusiness.com.

Geography Lesson

Web systems let Comcast, Cox zero in on neighborhoods

omcast Spotlight—the ad-
sales division of the na-
tion’s largest cable opera-
tor—recently completed
the system-wide deploy-
ment of a Web-based market-profiling
and -reporting system developed by
Southern California-based SRC.

The new tool is designed to give
field sales teams and advertisers in
Comcast’s more than 70 markets
faster and more comprehensive access
to zone-specific marketing informa-
tion. Cox Media will roll out the SRC
system in May.

For Comcast, SRC integrates data
from sources including Polk, InfoUSA,

Experian/AGS Demographics, Audit
Bureau of Circulations, MOSAIC seg-
mentation and National Cable Com-
munications’ CableTrack into a central
server that SRC hosts and maintains.
SRC'’s software then provides market-
intelligence reporting and mapping for
specified zones.

By generating color-coded maps,
SRC can pinpoint for a cable company
exactly where the greatest concentra-
tion of desired consumers is, broken
down by such factors as age, income,
usage and lifestyle. Then, Comcast and
Cox, both of which offer zoned local
advertising, can show clients exactly
where their spots belong.

Comcast has charted data through
computers for a while, but the SRC
system is the first time the process has
become Web-based and easily acces-
sible by the members of the company’s
sales force nationwide. “We've fully
deployed the application, and it’s in ev-
ery one of our markets,” says Comcast
Spotlight SVP/Managing Director of
Sales Hank Oster.

Before adopting SRC, Comcast
Spotlight used a stand-alone desk-
top demographic profiling system
installed in 10 regional offices. The
regional offices, in turn, were respon-
sible for producing requested reports
for local ad salespeople across mul-
tiple Comcast markets—a cumber-
some task.

“Comcast has 3,200 salespeople they
needed to enable, and they couldn’t do
that with a desktop power-user tool.”

says Olivia Duane-Adams, SRC co-
founder and EVP of marketing.

Nicole Buie, Cox Media director
of research and sales development,
thinks the new SRC tool will give Cox
an advantage.

“For local clients, having mapping
functionality really differentiates
us from broadcast and helps clients
understand why cable should be the
foundations of their buys.”—S.R.

How SRC color-codes the L.A. market

BROADCASTINGECABLE @ MARCH 21, 2005



Comcast Spotlight is a trademark of Comcast Corporation.

Jim Poh

VP Director of Creative
Content Distribution
Crispin Porter + Bogusky
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You've changed iffthelast 25 years.
SO haS SpOt Cable Like you, spot cable has grown up. It's matured. Developed. And become a serious

alternative to broadcast. But that's not the end of the story. Because Comcast Spotlight is cantinuously improving spot cable. With products like
Adtag™ and Adcopy™ that help you better target your audience. And with new technologies, like VOD, that are creating exciting opportunities for

advertisers. For more information, call 866.871.8601. You'll be amazed at how much spot cable has grown.

Spot cable finally delivers. (COMCAST
\s
Nationally represented by National Cable Communications S P::»:: T I- I G H T:-.a




SPECIAL REPORT
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A takeoff on Sex and the City, Noah's Arc debuts on Logo this summer.

Channels appealing to gays and leshians court advertisers and cable systems

Two years ago, Patrik-Ian Polk set out to produce
Noah's Arc, a takeoff on Sex and the City written from
his perspective as a gay African-American living in
Los Angeles. He figured the project’s chances of be-
ing picked up by a TV network were slim, so he put a
few clips up on the Web and took orders for DVDs he
planned to burn himself.

Polk did not anticipate what has become a sudden
spike in demand for shows about gays and lesbians. Vi-
acom’s MTV Networks bought Noah's Arc and plans
to run it this summer as the first scripted series on its
new gay channel, Logo, which will launch June 30 in
some 10 million cable households on the digital-basic
tier. “I had no idea it would take off and travel so far in
such a short period of time,” Polk says on the Web site
where he won’t have to park Noah’s Arc after all.

With gay-oriented programming at unprecedented
levels on television—who would have been bold
enough five years ago to predict that TV would soon
have two popular shows with the Q-word in the title,
Queer as Folk and Queer Eye for the Straight Guy?—
some programmers are betting that the time is ripe for
channels specifically targeting gay audiences.

Logo, the product of three years of internal discussions
at Viacom, will be the first advertiser-supported network
targeting gays, lesbians, bisexuals and transgenders. It
joins another gay-television distributor, the closely held
pay service Here!, which is available on cable and satel-
lite and says it can be seen in 25 million homes.

The big question is whether these two networks
can offer programming entertaining and informative
enough to draw the sort of sizeable audiences that

BY JIM FINKLE

would encourage skeptical satellite and cable operators
to keep dedicating precious bandwidth to gay-targeted
content. Logo bears the added burden of trying to
please advertisers, while Here! faces the challenge of
retaining customers with a pay model that even HBO
labors to make succeed.

“It’s long overdue from a community’s
perspective. But from an advertising and
marketing perspective, it’s probably coming
at the right time,” says Mark Wilson, a VP
with Prime Access, an advertising agency
that has helped AT&T, Ford and other
Fortune 500 companies develop strategies
for targeting gay and lesbian consumers.
“There’s now a critical mass of advertisers
who are looking at this market who recog-
nize the viability of it.”

Many companies still shy away from
including gay couples and families in na-

“It’s long overdue
from a community’s perspective.
But from an advertising
and marketing perspective,
it’s probably
coming at the right time.”
Mark Wilson, Prime Access

? 2 55 SHeS
MTV's Brian Graden
oversees Logo.

tional advertising campaigns, although including other
minority populations—blacks, Hispanics, Asians—has
become fairly common. Marketers are more comfort-
able targeting gays through ads in community newspa-
pers, national publications such as Out magazine, and
Web sites like gay.com.

Twenty years ago, some companies pulled ads
from an NBC movie about AIDS, An Early Frost, in
response to pressure from conservative groups. Fast-
forward to 2005: MTV expects advertisers to embrace
Logo as they try to deepen their relationship with gays
and lesbians, a group that market-research firm Harris
Interactive/Witeck-Combs estimates had some $585
billion in disposable income last year. Half a trillion
dollars in buying power gets the attention of businesses
searching for untapped markets.

That is where niche channels like Logo come in,
says network President Brian Graden, who is also
president of entertainment for MTV Networks Music
Group. “Entertainment is still really owned by televi-
sion. It’s for the mass audience and also for the target
audiences.”

He declines to discuss how Logo’s ad
sales are going or discuss what financial
arrangements MTV is making with cable
companies and satellite operators that agree
to carry the channel.

The only specifics announced to date are
that Subaru, Paramount Pictures and Inter-
net travel agent Orbitz.com are Logo’s three
“premier” sponsors—a classification that
means they signed on first and qualify for
early-bid advertising discounts. The network
also says it has signed ad deals with com-
panies in financial services, fashion and the
travel industry, although it declines to identify them.

Subaru is a pioneer in gay marketing. The com-
pany started aggressively courting gay consumers
in the mid 1990s, when the automaker’s marketing
research indicated that gays—in addition to teachers,
skiers, engineers and health-care professionals—were
particularly receptive to the company’s new policy
of offering all-wheel drive on every Subaru vehicle,
according to Tim Bennett, director of advertising for
Subaru of America Inc.

Having decided to target gay consumers a decade

Continued on page 26
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different.

June 30th. The latest channel from MTV Networks
arrives. Award winning films and documentaries.
Your favorite stars. Thoughtful, breakthrough
original series and events. Quality entertainment
programming for Gay America.

together.




Out of the Closet and all Over TV
Continued from page 24

ago, Subaru was a natural sponsor for Logo program-
ming. But Bennett doesn’t expect many other auto-
makers to “be brave enough™ to advertise on Logo, at
least until it has a track record with audiences.

Given that advertisers relentlessly slice and dice
demographics in an effort to find consumer character-
istics they can appeal to with targeted commercials,
it's not surprising that some advertisers think tailoring
their messages according to sexual identity will pay
off. After all, a fortune has been spent on ads specifi-
cally appealing to the sexuality of straight consumers
(hundreds of millions from the beer industry alone).
Now companies are just expanding the strategy to
court groups with other sexual orientations.

“The worst thing you can do is to be irrelevant.”
says Wilson, whose firm advised AT&T in 1994 on
its first major direct-mail campaign targeted at gays.
“You can be entertaining and on message, but if
you’'re not relevant, you're not going to get noticed.”

Groups that have
long been ignored

SPECIAL REPORT

Here! Family is aimed at gay parents and their children.

by advertisers are more likely to respond to targeted
campaigns because they have the added weight of
making those people feel valued by the automaker,
vodka distributor or underwear manufacturer that is
taking the time to speak to them. Large numbers of gay
consumers have long had an affinity for brands like
Absolut and Calvin Klein, in addition to Subaru, which
were among the first to target that community.

The Here! network has sidestepped the entire
matter of advertising support, deciding to market
its films, documentaries and TV series directly to
viewers. Cable and satellite operators make a com-
mission every time one of their customers orders a
Here! program or signs up for a monthly viewing
plan. It can be a lucrative arrangement for the opera-

‘““i’s not about gay or not gay.
It’s that cable systems
don’t want any more linear
channels.”

Paul Colichman, Here! TV

—

% Gays and lesbians had a half trillion dollars
; 4 in disposable income in 2004

POPULATION BUYING POWER
GROUP (MILLION) (BILLION)
Entire U.S. 292 $8,600
Whites 217 $7,000
Blacks 37 $723
Hispani 41 $686
GLBT* 15 $585
Asians 12 $363

*GLBT (gay, lesbian, bisexual and transgender) reflects the 6%-7% of Americans age
18+ who identify themseives as GLBT, according to Hams Interactive/Witeck-Combs.

SOURCES: Harris Interactive/ Witeck-Combs, Selig Center for Economic Growth at
the University of Georgia

tors: Typically, they receive 70¢-90¢ on the dollar
for VOD orders that don’t involve major Hollywood
movies.

Here! CEO Paul Colichman says his service is gain-
ing critical mass and should be available in 30 million
cable and satellite homes by year’s end. The channel is
one of only a handful of startup programmers that have
focused on building out video-on-demand (VOD) and
subscription video-on-demand (SVOD) services at their
launch, figuring that cable operators would be attracted
to a format that many experts believe could be the future
of pay TV. Here! also offers a traditional “linear-chan-
nel” service that’s available on DirecTV, which doesn’t
yet offer VOD, and some cable systems.

“It’s not about gay or not gay,” says Colichman.
“It’s that cable systems don’t want any more linear
channels.”

The foray into cable and satellite is one of many
ventures by Here!, which Colichman wants to build
into a large media company focused on gay content.
Colichman, who owns a stake in Here! and is person-
ally involved in the production of all its original con-
tent, won’t identify the company’s key shareholders
or the amounts they have invested. He does say that
Here! has spent more than $50 million developing
exclusive content. (See box on page 27.)

Also bidding to join the race to attract gay viewers:
Q Television, a tiny publicly held company whose
shares are trading for less than a penny. The service
is available only on RCN Cable systems, which com-
bined have only about 400,000 subscribers. The chan-
nel will not become a credible competitor until it gets
its finances in order and is able to persuade a major cable
company or satellite operator to pick up its service.

The difficulty of that task would seem to have more
to do with Q’s stability than with operators’ resistance
to courting a gay audience. In Southern California,
for instance, Adelphia cable has long been a sponsor
of such events as fundraisers by AIDS groups, a Gay
Life Expo Pride and West Hollywood Pride. The out-
reach is similar to other efforts that Adelphia makes
to connect with the area’s large Hispanic and Korean
communities.

“We absolutely live in a melting pot,” says Adelphia
Regional Sales and Marketing VP Mariann Belmonte.
“It’s a patchwork quilt of many different groups. We
recognize the differences.” Those differences sometimes
lead to complaints. “There’s always concern when we
add ethnic programming. We have customers saying,
‘There’s all these channels, but I can’t understand
them,”™ she says. “If you put Logo in that container,
I'm sure that some folks will feel that way, too.”

Others, of course, likely will feel that a long arc that
began in 1971 when All in the Family dared to broach
the subject of homosexuality has finally reached some
sort of completion. B

What Is Gay TV?

With the success of Queer Eye for the

Straight Guy, the phrase “‘gay sensibil-

| ity” has been working overtime in the

| entertainment business. But what does
it really mean?

A television program such as Nip/
Tuck might have a gay sensibility
even if it isn’t primarily focused
on gay themes and characters,
says openly gay writer, director
and producer Randy Barbato. But
a show such as FX's The Shield,

which features a main character who
i | struggles with his sexual identity,
doesn’t necessarily have a gay sensi-
bility, he adds.

World of Wonder Productions, the
company Barbato runs with business
partner Fenton Bailey. often produces projects that
focus on gay topics (the documen-
tary Gay Republicans, for instance)
or have a gay sensibility without a
gay subject matter (two films about
Tammy Faye Bakker).

But Barbato says that even he finds
the sensibility question difficult to define. “It’s
like that Supreme Court ruling on pornography: I
know it when I see it.”

These days it is much more likely
w« | to be seen—and acknowledged—
y ' than in the past—as in the 1970s,
. when Paul Lynde could camp
up Hollywood Squares without
anyone ever quite approaching the
subject directly.

“What used to essentially be the secret and
subtext is now the subject and the text,” says
Linda Voorhees, a professor at UCLA’s School of
Theater, Film and Television.

For further deconstruction, see below.

: Queer Eye’s
Jai Radnguez

Nip/Tuck's duo

The Shieid's
Michael Jace

Tammy Faye
Bakker

Paul Lynde

GAY | NOT GAY

Text or subtext or no text? This whole gay-sensibility thing
can be very confusing. Here is a roadmap to help sort
out programming across the years.

-

Joan Collins ? Dynasty

Dallas

Nip/Tuck | ER ﬂ

Noah Wyle
Star Trek | Lost
lﬁ Desperate | Law & Order
Lynette Scavo Housewives ’

Extreme Makeover

The Swan | Home Edition: Ll

How'd They Do That?

Cheers m Ted Danson

Everybody
Loves Raymond

American ldol
Frasier

1
Matt LeBIancg Friends

America’s Next Top

Model | The Apprentice

Tyra Banks
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LOGO
Launch: June 30, 2005
Investor: Viacom

Business Model: Advertiser-supported channel for basic digital cable:
formulating plan to expand into video-on-demand

Distribution: At launch, will be in some 10 million cable homes
with digital-basic service, including Adelphia, RCN and Time
Warner Cable. MTV is in final negotiations with Comcast

and is also in talks with DirecTV and Dish.

Programming Highlights:
B Noah’s Arc: Logo's first scripted series: a comedy/
drama that looks like Sex and the City. except that it's about
tour gay African-American men in West Hollywood: strug-
gling screenwriter Noah. counselor Alex: clothing-store owner Ricky and
college professor Chance.

W My Fabulous Gay Wedding: Actor/comedian Scott Thompson and
wedding planner extraordinaire Fern Cohen help gay and lesbian couples plan
the wedding of their dreams.

B Documentaries: Include Beautiful Daughters (about a transgender
production of The Vugina Monologues), Gay Fraternities and Sororities, Gay
Republicans. Gay Rodeo. Gay Rugby and In the Name of Allah (what its like
to be gay or lesbian in the conservative Muslim world).

B Cruise: A reality series from Bunim-Murray (producer of The Real World
and The Simple Life) with stories that play out over the course of a seven-day
cruise. The happy couple celebrating 20 years together, the newly out man from
lowa traveling with his mom, and lesbians looking for love all set sail together.

Gay Wedding's
Scott Thompson

A Big New Revenue Stream with
Flexible Distribution is hered)

here! is the first and only premium network targeting the upscale

gay and lesbian audience.

here! is available as VOD, SVOD and/or linear with a pure revenue

share model to increase your bottom line.

here! delivers original series, specials and the largest gay and lesbian

movie library in the world.

Tap into our affluent audience seeking a destination to call their own.

Carol Hinnant, VP Affiliate Sales 212-372-8896

here America’s first gay
premium network
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TWO PLAYERS

HERE!
Launch: 2000
Investors: Undisclosed

Business Model: Pay-per view VOD, pay-per-month SVOD

and premium channel (Cablevision charges $7 for a month of Here! SVOD:
Dish Network charges $4 per movie: DirecTV charges $10 per month

or $6 for 3 hours).

Distribution: Company claims 25 million satellite and cable homes. includ-
ing DirecTV, Dish, Adelphia. Cablevision.

Programming Highlights:

B Here! Family: Covers topics of interest to
gay parents and their children. Hosted by Michelle
Darné, tormer publisher of defunct And Baby
magazine for gay parents. which folded last year
after a three-year run.

B Dante’s Cove: Soap about a group of young

gay men and lesbians living in a peaceful beachside
community with a supernatural past that comes alive
to haunt them.

B The Complex: Five sexy. single lesbians live in
a courtyard apartment setting that sounds a lot like
Melrose Pluce. The network says the women are “coy. catty. hilarious
and flawed.”

B Third Man Out: A series starring Chad Allen (of Dr: Quinn Medicine
Woinan) about Donald Strachey. the tough. streetwise and gay detective fea-
tured in the mystery-novel series by Richard Stevenson.

Gregory Michael
and William Gregory Lee
of Dante’s Cove
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Queer Eye's brand extends to more than 100 countries.

Meeting David Collins in the reception area of Scout
Productions in Los Angeles, a visitor could get the im-
pression that the creator of Bravo's Queer Eye for the
Straight Guy is in a mad scramble to find a follow-up
to his groundbreaking hit. He races up the long, steep
staircase to his second-floor office, taking the steps
two at a time.

As he bounds upward, Collins’ lean torso and signature
bald pate make the 37-year-old appear positively aerody-
namic. “Come on up! How're you doing? Sorry for all
the craziness. Would you like something to drink?”

Unwinded, not stopping for breath, Collins seems un-
likely to sit still for an interview for more than a couple
of minutes before returning to the pressing business
of trying to capitalize on his moment of programming
glory. But despite his convincing impersonation of a hu-

“There’s this big pressure to rush out with something
new,” he says. “Hurry! Step right up! See what’s next
in reality television!” Collins says he fell victim to the
circus-barker routine for a time. eyeing the growing
empire of Mark Burnett (Survivor, The Apprentice,
The Contender) and wondering how he and his pro-
ducing partners, Michael Williams and David Metzler,
could follow Queer Eye’s remarkable slam dunk with
both gay and straight audiences after its debut in the
summer of 2003 (an Emmy for Outstanding Reality
Program followed in 2004).

“STAY FOCUSED"

“But then we got some really good advice from our
agents at Endeavor, Rick Rosen and Greg Horangic,”
he says. “They said, ‘When Mark Burnett started Sur-
vivor, he didn’t rush right out with something else im-
mediately.” So we’ve decided to stay focused.”

Focus, in this case, means finishing up the massive
order for QF’s second season—38 episodes—and start-
ing 27 more for season three, which begins airtng in
June. Viewership has cooled to about 1 million from the
audience of 1.6 million for its premiere, but OF remains
a powerhouse for Bravo.

There is also an order for 13 episodes of the
franchise’s inevitably less revolutionary (and less
watched) spinoff, Queer Eye for the Straight Girl.
In addition, Collins takes a supervisory role in the
red-hot franchising and marketing of the QF brand
to more than 100 countries. An additional 15 nations,
not content with taking fashion, grooming and inte-
rior-design tips from homosexual Americans, have
created their own teams of five gay “superheroes”
under Collins’ guidance.

“What we want to do now,” he says, “is work qui-
etly on development.”

He’s contemplating test-driv-
ing pilots in overseas markets.
And he’s exploring the possibility
of striking deals with advertisers
to co-sponsor a show from the
pilot stage onward “so we take
the pressure off the networks in
trying something new.”

But beyond offering those tidbits, Collins is mum on
the subject of his next projects. Reality-show producers
often try to keep their operations hush-hush, but avoid-
ing attracting attention will be difficult for Collins,
whose face has been plastered across the television
airwaves in American Express (“Do you know me?”)
Small Business Network commercials. And trying to
out-do QF will be a daunting challenge, given that the
show’s status as a “make-better” program, which uti-
lizes gay men helping clueless straight men, has had a
seismic cultural impact.

Despite its arrival on TV as a decidedly radical
production (putting the word “queer” in the title for
starters). QF originated on more prosaic grounds.

“This show was born out of our friendship,” says
Metzler. “David being the gay guy and me being the
straight guy. At the beginning of every audition, Da-
vid would say, ‘Gay guys, straight guys, they may do
things a little bit differently in the bedroom, but in
the end, they’re just guys. So why is there an issue?’”
And if there were an “issue,” they reasoned, it could
be quickly vanquished. “It’s the old idea of ‘show,

‘“We definitely paid
our dues and have
solid creative
behind the company.
Sexuality doesn’t
really play a role.
Confidence plays a role.”

QE creator David Collins

don’t tell,”” says Metzler. “If you just show people
how great these guys are and how good their work is,
they’ll figure out the rest by themselves.”

Although the show has built bridges across a sexual
divide, Collins did not approach it with an activist
agenda. He came out in college, “but, for me,” he says,
“it was never a political thing.”

The eldest of three boys, Collins grew up outside
Cincinnati. where the suburbs meet farm country. His
highest aspiration was to excel within the Future Farm-
ers of America and become a veterinarian. But with his
drive and dramatic bent, the lure of the FFA couldn’t
keep him down on the farm.

“l have always been overzealous in everything,” he
says. “When I was little and my parents told me that
they were getting divorced”—his father is a salesman,
his mother a seminar and conference coordinator—"1

Queer%

The creator of Bravo’s powerhouse isn’t rushing to find a follow-up
to his breakthrough hit By Deborah Starr Seibel

uru
ltates

got on my bicycle and rode through the neighborhood
telling everyone. My parents got a phone call from a
neighbor, saying, ‘David is telling everyone you’re
getting a divorce.” | was broadcasting it.”

LIFE LESSONS

But it was in his sophomore year in high school,
when he was 15, that the wheels really came off. Col-
lins—class president, football player, choir member
and after-school assistant to the principal—played
hooky with some friends to go to the Cincinnati
Zoo. There they were caught, truant and smoking
pot, and Collins was suspended for one week and
barred from all
extracurricular
activities.

His response?
He ran away from
home for three solid months and got odd jobs in New
York City, a far cry from bucolic Ohio. “I found out,” he
says, “that the world is bigger and that there is a price
for everything.”

Safely back home, Collins graduated as senior-class
president, enrolled in Ohio University and fell in love
with campus radio. After graduation in 1989 (with a
B.S. in film and television), he showed up at the Cin-
cinnati Film Commission looking for a job.

It just happened to be the day that Jodie Foster, in
town to scout locations for Little Man Tate, was stranded
at the airport. Collins volunteered to pick her up, made
himself useful and was rewarded with
his first screen credit: Special Projects
Coordinator.

He also met his life partner of 15
years, Michael Williams, on the set. Five
years later, after working on a string of
feature films, he and Williams launched
their own location-scouting company,
which would lead to independent films
and TV shows, including ABC Family’s
Knock First, a teen room-makeover
show, and an Academy Award for Wil-
liams’ producing role on the 2004 docu-
mentary feature Fog of War.

“David energizes everyone,” says
Bravo SVP of Programming and Production Frances
Berwick. One of QF’s breakout stars, fashion guru
Carson Kressley, remembers first encountering Col-
lins at a casting agency in New York.

“I walked into a rickety building in Chelsea” for
an audition, Kressley says, and spotted the man who
would soon be his boss. “And I thought, wow, who's
this little firepot? He is a very tightly wound, passion-
ate person.”

And a person who doesn’t have to worry about
knocking himself out just trying to get the attention
of the sort of skeptical television executives who once
squirmed through his pitch for a show about “queer”
lifestyle gurus.

“We definitely paid our dues and have solid creative
behind the company,” he says. “Sexuality doesn’t re-
ally play a role. Confidence plays a role.” B
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The Fritts Years

After an awesome 23-year run, NAB chief Eddie Fritts is about to step
down. His record is awesome—but not flawless. He helped the
industry shed onerous rules limiting the size and power of radio- and
TV-station owners. At the end, however, he couldn’t repair fissures that
have divided broadcasters in fundamental ways.

aking the stage at the Na-
tional Association of
Broadcasters convention
in 1983, Sen. Bob Pack-
wood delivered a broad-
side to the Las Vegas
crowd.

NAB had no clout in
Washington, he taunted broadcasters. For that matter,
the country’s largest trade group “couldn’t lobby its
way out of a paper bag.”

The blunt assessment from the chairman of the Sen-
ate Commerce Committee was an embarrassment to
Eddie Fritts, the new NAB president presiding over his
first annual industry confab.

The dig cut particularly deep because Fritts knew
it was true.

In fact, NAB at that moment was in the middle of a
futile lobbying fight with its main regulator, the FCC.
The agency was preparing to add nearly 1,000 new
stations to the AM and FM dials, unleashing a flood of
competition to NAB members that would prove their
fears of destroyed profits at many stations and would
sour banks and Wall Street on the radio industry for
more than a decade.

Despite the pending threat, NAB was powerless to
stop the FCC.

Packwood’s convention speech was a wake-up call
for Fritts, who was in the process of selling his small
chain of Mississippi radio stations—up to that point
his only livelihood—in order to focus on his new job.
*“I sat there in the audience thinking, ‘Holy cow, what
is this all about?’ But I also took Packwood’s comment
as a personal challenge.”

Stanley Hubbard, president of Hubbard Broadcast-
ing, recalls NAB’s disarray at the time, and his assess-
ment was much like Packwood’s.
“It was just a joke, totally ineffec-
tive ... it was worthless,” he says.
“Eddie straightened it out.”

Now, after 23 years running
NAB, the 64-year-old Fritts is
stepping down. Although his con-
tract doesn’t run out until 2006,
he has asked the NAB board to
hire a search firm to choose his
successor. A clause in Fritts’ con-
tract would obligate him to step
down as early as this fall if a new
president is hired, and in a recent
interview, he predicted that he’ll

be running the trade group for
just “another six months.” He
will work as an NAB consultant
through 2008.

More than two decades after
building the NAB into an or-
ganization known for its clout,
Fritts’ departure comes as NAB
is increasingly riven by divisions
within its ranks.

A FAMILY DIVIDED

The networks themselves are no
longer members of NAB. One
by one, NBC. CBS. Fox and
ABC have quit. In large part, this
happened because leaders of TV-
station groups, including Citadel
Communications CEO and NAB
Joint TV/Radio board Chairman
Phil Lombardo, wanted NAB to
take a harder line to win govern-
ment protections from what they
say have been contract abuses by
the networks. They also wanted
the FCC to limit the number of
stations a network may own.

Fritts, always preferring unity
with the networks, endured a
public outburst by Lombardo at
last year’s NAB convention over
the issue, and the situation played a role in his decision
to retire ahead of schedule.

Despite the abrupt end to Fritts’ tenure, Scripps
Howard Broadcasting President Bill Peterson thinks
the timing might be fortuitous. “Eddie has done a

wonderful job,” Peterson says.

9 “But there may be a chance

to get someone who will be

attuned to technology and the

changes our industry is going

though. It may be a good time
to go though the choices.”

Several of Fritts’ trade-group
rivals, who also marvel at the
job he has done keeping the
fractious industry together, cau-
tion that NAB could find itself
in a shambles again if the group
doesn’t restore the unity Fritts
built in his early tenure.

Just as Eddie Fritts took over, then-Sen. Bob Packwood (right above, with
Fritts) ridiculed the NAB, saying the organization ‘“‘couldn’t lobby its way out

of a paper bag.”

Even before he took over the group in 1982, Fritts
began piecing together how NAB had lost its once
formidable muscle in Washington.

As a member of the group’s radio board, he had
already made his first stop for advice among the Mis-
sissippi congressional delegation. His state’s senior
senator, John Stennis, knew little about broadcasting
and even less about the FCC. What Stennis knew bet-
ter than nearly anyone, however, was Washington and
how it worked.

MAKING NAB A POWER

Fritts patiently and persistently explained how heavily
regulated broadcasters were—including tight limits on
the number of stations one company can own—and
the troubles with the FCC’s plan to add more stations
to the dial.

After listening quietly, Stennis looked up and asked
rhetorically, in a slow country drawl, “Do you boys
really get your rules and regulations from the FCC?”
His advice was simple: “Well then, you ought to be
talking to us a lot.”

In talks with other lawmakers, Fritts began to under-
stand that NAB had failed to adapt to a key transforma-
tion in Washington ushered in by President Reagan’s

Continued on page 34

BROADCASTINGACABLE @ MARCH 21, 2005



Eddie Fritts

Congratulations and
thank you for more than 20
years of exceptional leadership.

TRIBUNE

BROADCASTING

WPIX-TV, New York ¢ KTLA-TV, Los Angeles ® WGN-TV, Chicago ¢ WPHL-TV, Philadelphia ¢ WLVI-TV, Boston « KDAF-TV, Dallas

WBDC-TV, Washington, DC ® WATL-TV. Atlanta ®« KHWB-TV. Houston ¢ KCPQ-TV & KTWB-TV, Seattle ¢« WBZL-TV, Miami
KWGN-TV, Denver ® KTXL-TV, Sacramento ¢ KPLR-TV, St. Louts ¢ KWBP-TV, Portiand ¢« WXIN-TV & WTTV-TV, Indianapolis
KSWB-TV, San Diego ® WTIC-TV & WTXX-TV, Hartford ¢ WXMI-TV, Grand Rapids ® WPMT-TV, Harrisburg
WGNO-TV & WNOL-TV, New Orleans ¢ WEWB-TV, Albany * WGN-AM, Chicago * Tribune Entertainment e Superstation WGN




The Fritts Years

Continued from page 32

election and the Republican party’s resurgence on Cap-
itol Hill. Because of the GOP takeover of the Senate,
once all-powerful Democratic committee chairmen no
longer ruled with iron fists. Rank-and-file lawmakers
were gaining much more power to push their personal
agendas.

A few years earlier, NAB, or any other lobby
group, needed to get tight with only three or four
chairmen and their few allies in order to win legisla-
tive favors.

NAB’s previous leadership had failed to recognize
the shift. “The whole nature of the town was being dra-
matically changed,” Fritts says. “It seemed to me the
kind of reception we got from the Mississippi delega-
tion could be replicated in the halls of Congress many
times over” through members’ outreach to their local
members of Congress.

NAB organized one of the first legal political action
committees and set about growing its meager budget
into a campaign war chest that would help friendly
lawmakers fund reelection bids and systematically
build the 50 state broadcast associations into grassroots
lobbying machines.

“Every election, you have 50 or so new members
in every Congress. You have to do more education of
members on your industry. You have to make sure lo-
cal broadcasters go see them, introduce them to the
staffs, show them around stations and talk about what
broadcasters do,” Fritts says.

“I preached that gospel for 23 years,” he adds, “and
I think we were very efficient and have our credibility
and have been very effective.”

LOBBYING PAID OFF

Derided by some as little more than a country busi-
nessman—in appearance, Fritts does not fit the image
of a Washington power broker—he quickly figured out
how to make his strategy work in Washington.

Fritts was “cut from the same cloth” as the politi-
cians he was lobbying, says Gordon Hastings, presi-
dent of the Broadcasters’ Foundation. “He had been
to Rotary Club meetings. He had been to the Kiwanis
meetings. Eddie understands how to make a local
United Way campaign work.

“Eddie Fritts,” Hastings continues, “understood how
to ring the bell of every single member of the United
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meeting where broadcasters batted around common
concerns into a hardware show for all facets of broad-
cast-station and electronic-communications production
equipment. (See story, page 36.)

Enormous profits from exhibitors’ fees allowed NAB
to build its cash reserves from a paltry $1.5 million
in 1983 to $81 million today. The money helps fund
NAB’s Television and Radio Political Action Com-
mittee (TARPAC), which donated $883,000 to federal
candidates in the 2004 election cycle and has $354,513
in cash on hand.

Fritts’ efforts to build TARPAC, along with his grass-
roots lobbying, soon paid off. The regulatory funk that
had stuck to the industry soon began to wash off.

In 1984, at congressional urging, the FCC dropped

‘““Eddie Fritts understood how to ring the bell of every single member
of the United States Senate and every single member of the House

of Representatives.”

States Senate and every single member of the House
of Representatives.”

Fritts taught broadcasters that they could be pow-
erful political forces in their own community. They
had “the ultimate lobbying presence, because the
lobbying was done right in the legislator’s home
constituency,” Hastings explains. “The smaller the
market, the greater the importance of that direct
connection.”

Says Russ Withers, president of Withers Broadcast-
ing Co. and a member of the NAB executive commit-
tee, “Nobody could compete against rolling out all the
radio and TV people in all of the states. He had them
organized and focused, first by letter and telephone and
now by e-mail and fax.”

But at first, to transform NAB, Fritts needed money,
and lots of it. So he began transforming the annual
NAB Convention from a narrowly focused industry

a requirement that broadcasters meet with local com-
munity leaders to ascertain their markets’ program-
ming needs.

Significantly, the FCC also lifted restrictions limit-
ing station-group owners to seven radio and seven TV
outlets nationwide and embarked on a steady owner-
ship deregulation drive that culminated with the 1996
Telecommunications Act.

WHEN BROADCASTERS RULED
Throughout the 1980s, other regulations hated by
broadcasters fell, including the Fairness Doctrine,
which required stations to air programs on controver-
sial subjects and include contrasting points of view.
Congress also lengthened the term for a broadcast
license from three to eight years and, in all but the
most egregious cases of neglecting local community
needs, granted each owner virtual certainty of winning

license renewal.

The legislative success had a hugely positive impact
on NAB’s membership levels as well.

More station owners began to see the payoff of a
strong presence in Washington and began pushing the
group’s roster to record levels. Four years after Fritts
took the helm, TV membership reached a record high
of just over 940 stations. The National Radio Broad-
casters Association, a trade group for FM stations, was
persuaded to become part of NAB, and radio member-
ship soared to more than 5,000.

Fritts strengthened his congressional team by hiring
Coca-Cola Bottling lobbyist Jim May to run the Capi-
tol Hill lobbying shop in 1988.

“My 15 years at NAB were some of the happiest
and most productive of my career,” says May, now
president of the Air Transport Association, the airlines’
trade group. “As a boss, he was a guy who gave you
latitude to get the job done as you saw fit. But Eddie
was always an active participant from start to finish in
any lobbying effort.”

Gary Chapman, chairman and CEO of LIN Televi-
sion, believes Fritts’ best years may have been the
early 1990s. At that time, member TV networks dif-
fered with owners of independent stations over the
seemingly conflicting goals of whether to demand
that cable carry every TV station for free or whether
to pursue an alternative that would let stations nego-
tiate with cable to receive payment for carriage of
their stations.

Negotiated carriage would have benefited net-
work stations and big affiliates because they had
more leverage over cable. Independent stations
and smaller broadcast groups, with their staple of
syndicated shows and paid programming—and less
clout—would have had little sway to demand cable
carriage.

In January 1991, NAB’s TV board met at the Ritz
Carlton in Naples, Fla.. for eight contentious hours
of debate. At Chapman’s suggestion, the board voted

Continued on page 36
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The Fritts Years

Continued from page 34

to go for broke and fight for both options. A victory
would let each station choose whether to demand
must-carry or negotiate a carriage deal with its local
cable operator.

NAB’s legislative campaign was brutally effective.
“We had everyone from the networks to the smallest
stations,” Chapman says. “They were all working their
congressmen and senators back home. We did it state
by state, congressman by congressman. When you get
every TV company working for a single cause, it’s a
very powerful thing.”

Congress passed the Cable Act of 1992, giving TV
stations the option of either demanding mandatory
cable carriage or taking their chances at receiving
compensation. To top off the battle, NAB was forced
to battle for a Senate override of President George
H.W. Bush’s veto—the only veto of the elder Bush’s
presidency. Says Chapman of the one-vote override:
“It was the height of our success in dealing with
Congress.”

GOOD TIMES T0 TOUGH LOSSES

NAB continued to rack up Washington victories, but
going forward, the wins usually required broadcast-
ers to compromise their agenda to some degree.

In 1996, Congress eliminated caps on national ra-
dio station ownership. But a vote to raise the cap on
the national TV-audience reach to 35% of television
households didn’t go far enough for the networks;
they wanted to own even more stations and raise the
cap to 50%.

It was high enough for network affiliates. They
feared that expansion would give the networks too
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Fritts shares a laugh with Larry King (center) and then-New
York Gov. Maric Cuomo at the 1984 Democratic Convention.

much leverage and all them to dictate affiliation con-
tract terms. (Eventually, Congress set the cap at 39%,
just enough to keep any of the networks from having
to divest any stations.)

The deregulation moves that were begun in 1996
eventually backfired on the industry. The waves of
consolidation, including creation of the 1,200-sta-
tion Clear Channel radio group, sparked a backlash
against broadcast owners and other big-media com-
panies that continues today and has even been woven
into debates over indecency complaints. (Because

some broadcast groups are so big, critics say, they
sneer at FCC fines.)

But in the ’90s, consolidation seemed to be a
part of the broader media revolution that included
the still-novel Internet. Against that backdrop,
broadcasters in 1997 were “loaned” a second chan-
nel to inaugurate digital service, a grant then-FCC
Chairman Reed Hundt and other critics derided as a
“$70 billion giveaway” because it was generally
conceded that broadcasters would never give the
“original” channel back.

NAB also won what eventually may be seen as an
illusory victory in 2000, by persuading Congress to
drastically scale back the FCC’s plan to establish a
noncommercial low-power FM radio service.

GRASSROOTS GROUPS GALVANIZE

Although broadcasters hailed the vote as a defen-
sive win that protected their existing stations from
new interference, the lobbying battle did something
else: That move, along with Clear Channel’s growth.
spurred the development of anti-big-media grass-
roots organizations like Free Press and Code Pink to
stall the FCC’s 2003 broadcast-ownership proceed-
ings. Resolution of several issues desperately sought
by NAB members now may not be settled until a
Supreme Court review. There is also a good chance
the FCC will expand the number of low-power radio
stations.

Andrew Schwartzman, president of Media Access
Project—an activist group that has fought for decades
to impose public-interest obligations on broadcast-
ers—concedes that NAB has few rivals for lobbying
success. He predicts, however, that NAB’s hard-line

Continued on page 38

Bigger Is Much Better

NAB nest egg grew as Fritts supersized the annual convention By Kim McAvoy

ne of the most tangible legacies of Ed-
die Fritts will be on display next month
in Las Vegas, when 100,000 people
from around the world will gather for
the NAB’s annual convention, now ac-
curately billed as the World’s Largest
Electronic Media Show.

The convention draws more than five times as many
people and three times as many exhibitors as it did
when Fritts arrived at the NAB 23 years ago. Perhaps
most important, it has become the financial engine of
NAB, throwing off $15 million to $20 million in net
profit each year. That money keeps dues low and the
gears of NAB’s lobbying operation well greased.

The convention itself has become a lobbying tool.
Over the years, Fritts has brought scores of lawmakers,
Hill staffers and FCC officials to Las Vegas to meet
with media moguls and industry executives to see
firsthand the vast and alluring technological future of
television and radio.

And the officials were duly impressed, says John
Abel, whom Fritts hired in 1983 to grow the conven-
tion. “They’d see this big show and think, ‘Don’t mess
with these guys. They’ve got a lot of money.”” (Abel
left NAB in 1995 and is currently SVP of membership,
marketing and business development at the United
States Telecom Association.)

Now the NAB Show is, as the billing says, home
to electronic media in all its forms. Everybody with

hardware or software that creates, captures,
manipulates, stores or transmits video or audio
is on the sprawling exhibit floor of the Las
Vegas Convention Center—or ought to be.
Buyers include broadcasters, cable operators
and networks, news outlets, corporate video
producers, and production houses.

In fact, cable fueled much of the NAB
convention’s growth in the 1980s. But the
show took its big leap forward in 1992 with
the establishment of Multimedia World, a
show-within-a-show that embraced the con-
vergence of computers, along with video and
audio. “Silicon Valley types started coming,”
Abel says.

If much was gained by expanding the show,
something was lost as well. Broadcasters rep-
resent only a fraction of attendees. The clubby
atmosphere of the 1970s and early 1980s has
disappeared. Most station executives have
stopped going, even though the NAB works
hard to put together a compelling conference
for them.

But Fritts made sure convention planners knew the
organization’s priorities. “Whenever a decision came
down to politics or business, Eddie came down on
the side of business,” says Abel. “If it meant good
business for the NAB, he would wade through the
politics.”

The NAB Show: Up to $20 million in annual profit.

The NAB is an international attraction. Last year,
more than 22,000 came from overseas. “The interna-
tional component is all gravy,” Abel says, but, for some
of the exhibitors, it is also milk and honey.

*“I remember an exhibitor complaining about traffic one
year,” Abel recalls. “But by the end of the show, they had
made a $90 million sale to a Mexican broadcaster.” m
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stances will ultimately prove short-sighted, as new
broadband technologies eat stations’ audiences beyond
the losses already inflicted by cable.

Unless broadcasters accept public-interest obliga-
tions, Schwartzman says, rivals will eventually per-
suade Congress to strip stations of the nearly exclusive
reign over broadcast-channel bands they have enjoyed
since the 1930s.

Instead, NAB should been bold enough to embrace
low-power radio stations as an example of the free,
noncommercial, public-service programming broad-
casters can offer better than anyone else.

“The most telling example of what has been
wrong with NAB is the fact that its press release
about Eddie’s departure brags about his role blunt-
ing low-power radio,” Schwartzman says. “This
service should be embraced as the farm team for the
next generation of broadcasting, not fought off as
an infidel.”

Despite harsh words for NAB’s strategy,
Schwartzman praises Fritts for his “constant com-
mitment to civility and willingness to try settling
our differences.”

Gary Shapiro, president of the Consumer Electronics
Association, whose group has lost high-profile battles
with broadcasters over FCC rules requiring nearly ali
TV sets to include tuners that receive stations’ DTV
signals and requiring DTV equipment to incorporate
anti-copying safeguards, says NAB used its lobbying
prowess for the “wrong issues.”

NAB, which only recently began speaking out
against Washington’s effort to crack down on inde-
cency, was a year too late voicing opposition publicly,
Shapiro says. He also laments that little became of
an NAB/CEA plan to promote digital television to
consumers.

“NAB has never made an effort to market DTV
to the public,” Shapiro says. “Their whole strategy
is asking the government to regulate some other in-
dustry, such as requiring digital must-carry on cable
or DTV tuners on CEA members.” He complains
that NAB’s offer to jointly market DTV amounted
to nothing more than offering free airtime for pro-
motional spots.

Some within NAB agree Fritts focused too much on
Washington and too little on promoting DTV as a busi-
ness. TV-station owners are on track to spend $16 bil-
lion building out digital studios and towers, and there
is no sign the switch to DTV will generate any extra
profit to cover the expense. As a consequence, their
profits are stagnant. “Eddie and NAB never provided
any real business leadership,” laments one longtime
NAB member.

On the radio side of the industry, members complain
that NAB allowed Congress to stifle stations’ Internet
streaming with stiff royalties that Web traffic doesn’t
justify. Local competition from satellite radio also
sneaked up on NAB in the form of weather and traf-
fic channels that, although distributed nationally, are
targeted to specific markets.

HE DID IT HIS WAY

Fritts accepts little of the criticism—especially for
the rise of satellite radio. Thanks to the consolida-
tion permitted by the 1996 deregulation, the radio
industry is poised to compete effectively with new
technologies that have naturally developed, he says.
Before 1996, fewer broadcast companies were pub-
licly traded or had access to Wall Street capital. Few
markets had Spanish-language stations, and fewer
still served Korean-speaking and other immigrant
populations.
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“Consolidation allowed broadcasters to do that,”
Fritts says.

He also dismisses suggestions that NAB has dropped
the ball on DTV and disputes Shapiro’s claim that
NAB wouldn’t put up cash to promote digital TV.

“He’s as full of [stuffing] as a Christmas turkey,”
says Fritts, using another word. “We put up $1 mil-
lion cash money, in addition to on-air spots. Gary was
all fired up until we said you’ve got to put in some
money too. Then he decided he didn’t like the logo and
wouldn’t participate.

“Plus,” Fritts adds, “we are promoting DTV in
markets where broadcasters have tested their markets
to find out what consumers
want.”

He believes that broad-
casters and NAB are poised
to compete in the digital age,
because their spectrum is as
robust as any portion of the
airwaves and a good chunk
of their product is going to
be free. “The consumer mar-
ket is going to fragment into
a mindset of ‘I want what |
want when | want it,; and
I submit broadcasters will
find a way to package that
content in new and different
ways.”

As radio goes digital, it
too will be well-positioned
to compete in terms of
sound quality with satellite
radio. To meet the threat of
the satellite service’s com-
mercial-free channels, Fritts
notes that big broadcast-
ers like Clear Channel are
“retrenching” to cut down
ad time and constantly re-
evaluating their playlists to
ensure that they are offering
a competitive product.

“Broadcasting has a great
future. I’'m confident and
excited about it.”

With $81 million in the
bank, there is plenty to pro-
mote digital TV, as well as
to wage political campaigns
when Congress begins re-
writing telecom laws in the
next few months. On NAB’s
agenda will be winning
cable-carriage rights for the
extra programming chan-
nels that going digital allows
them to add, pursuing deregulation of local-ownership
limits and setting a hard deadline for turning off old
analog TV channels.

As for NAB, Fritts admits he is disappointed the
networks are no longer members. (In his view, their
self-imposed exile is temporary, and he still refers to
them as “members.”)
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