





2 Emerging National Networks Need to Reach the 20 million

Subscriber Level to Become Viable in the Long-Term: To establish an emerging

network and become a sustainable long-term entity, my research shows that a national
cable channel, such as WealthTV, needs to be distributed across at least 20 million
subscribers throughout the nation. I have had the opportunity on numerous occasions to
have candid, one-on-one discussions with numerous industry leaders and experts to
review successful business models, coincident with our ongoing efforts at WealthTV. In
addition, [ have viewed business models of other emerging networks and established
networks to determine how best to achieve long-term viability. All of this experience
indicates that the 20 million viewer threshold is an appropriate guidepost and a necessary
precondition to long-term fiscal viability.

-

s Cable Channels need 20 million Subscribers to attract National

Advertisers: Emerging national cable channels receive revenues from primarily two
sources: affiliate fees and advertising revenue. Over the last four years, I have visited
with key decision makers at some of the largest national advertising agencies in America;
from Los Angeles to Austin to New York. Repeatedly, I have been told that a channel’s
audience size needs to be in the 20 million viewer range before there is consideration of
niche networks for national ad campaigns. Just as importantly, many advertisers are
seeking to hit the top markets including Southern California, New York, Florida, Texas
and Chicago. This is in direct contradiction to TWC’s assertion that their “barely 8

million digital viewers” are not essential to the success of an emerging national network



and to its argument that its denial of carriage has not unreasonably restrained WealthTV’s
ability to compete fairly.'

4, TWC is Looked Upon as the Industry Gatekeeper for
Emerging Networks: For cable networks, achieving distribution via TWC is key to
long-term success. As the world’s largest media company and the nation’s second largest
cable operator, other smaller cable systems and satellite competitors look to TWC, as
well as Comcast, the cable industry’s two leaders, as “first movers” when it comes to
seeking direction regarding carrying emerging networks. In addition, TWC directly
controls which emerging channels are available for consideration by Bright House
Networks, LLC. WealthTV's affiliate sales staff has received direct confirmation from
Steve Miron, President of Bright House Networks, that Bright House will not give
emerging networks consideration unless there is a carriage deal in place with TWC.

F TWC holds Quasi Monopolies in Leading Designated Market

Areas (“DMAs”): Through the Adelphia merger and by trading various cable systems

with Comcast, Time Warner has been able to gain regional monopolistic strong-holds in
leading DMAs, including the number 2 ranked DMA, Los Angeles. TWC’s assembled
cable cluster in Los Angeles currently controls over 75% of the cable market with over 2
million subscribers. For an emerging network to offer a national advertiser reasonably
acceptable reach into key markets, it must offer coverage by such TWC systems. As
WealthTV outlined in its complaint, access to subscribers in cities like Los Angeles and
New York, which are “well known for setting trends in fashion, cuisine, lifestyle and

business across the nation,™ is essential to WealthTV’s long-term viability. Thus, the

' See Answer 1o Carriage Agreement Complaint, CSR-7709-P, at 33 to 35, (sub. Feb. 5, 2008)
? Gee Carriage Agreement Complaint, CSR-7709-P, at para. 10, (sub. Dec. 20, 2007)



success of an emerging network, and WealthTV specifically, to gain carriage on TWC is
critical to long-term success and viability.

6. Further, I aver that [ have read the complaint and reply in this
matter. To the best of my knowledge, information and belief formed after reasonable
inquiry, the complaint and reply are well grounded in fact and are warranted under

Commission regulations and policies. The complaint in not interposed for any improper

purpose.

Charles Herring

+.
Subscribed and sworn before me this ;J_s_ day of February, 2008.
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