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IPTV: Do | Really Have To?

4 Alternative platforms are driving loss of eyeballs
4  PCs, smartphones, pull viewers away from the TV
4 Younger demographic is migrating away from the TV
4 Increasing societal mobility

4 Free, over-the-top content is driving fundamental change

4 Lack of control of OTT content makes network and CAPEX planning difficult, and creates
unreimbursed OPEX to facilitate 3' party profit

4 Traditionally sacred walled gardens are being cannibalized for the web by their owners
(Hulu)

4 Is the print media landscape a glimpse of the future for broadcasters?

4 Worldwide IPTV deployment is growing nevertheless
4 Endof 2Q08 71 17.1M subscribers
4 End of 2Q09 1 26.3M subscribers (+53%)
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IPTV Investment Considerations

4 Broadband is an essential investment

4 Broadband customers are sticky customers; eventually ALL customers will be
broadband customers

4 Relevant revenue generating applications and services require broadband delivery
4 The business case for IPTV is most attractive when treated as one component of a
portfolio of broadband services
4 IPTV is currently the most complex broadband application, with the
lowest gross margin i a short term investment in a longer term payoff

4 Cornerstones of current successful IPTV offerings
4 Differentiated, HD intensive content delivered via MPEG-4 encoding
4 Time shifting (VOD, Restart TVé)
4 Compelling applications
4 Local demographic focus and execution

41 tbdés increasingly clear that video
4 The customer can be won thru video

4  90+% of AT&T video customers are also broadband subscribers
4  60+% are VOIP subscribers
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Strategic Considerations for

IPTV Deployment

4 Customer retention and acquisition
4 Difficult to compete effectively without a full broadband portfolio

4 Leverages initial broadband investment
4 The single most marketable application

4 Opportunities do exist to leverage investment in IPTV
4 Shared headend and network resources
4 Content aggregators
4 Intelligent network planning and content distribution

4 May discourage competitive incursion or expansion

4 If competitors are kept out, all services are protected; video may be the key barrier to
entry

4 IPTV is the primary portal upon which to construct an advanced
applications portfolio in an all video world
4 Easily extended to additional screens/portals

4 Enhances monetization, customer retention, brand effectiveness
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The Whole Enchilada

Premium broadband pie Complementary applications

4 Traditional telephony/ISP features
vinear HDT), 4 Caller ID
4 Voicemail
4  Call management
4  Email/IM

4 The widget
4 The lesson of the iPhone

4 100K developers*

4 150K+ available apps*

4 1.5B downloads*
Enable incremental revenue streams
Attract new customers and reduce churn
Directly targets the millennial demographic

Mobile/PC like functionality creates a
homogenous multi-screen experience
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Source: Entone *SF Chronicle 07-15-09
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Overthe-Top Emergence

A light at the end of the tu

Or an oncoming train?
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ol YA \What Is Ovetthe Top Video?

Video content riding over a broadband pipe, where the content
provider has no affiliation with the broadband provider
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