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Now Playing!
New Ways to Distribute Digital Entertainment
While Increasing Dollars

Whit J_ackson

Who We Are

» SecureMedia specializes in digital media security

» We provide standards-based, open platform software to
protect digital content through production, distribution and
consumption

» We allow content owners and service providers to securely
deliver media over
enabling new business from the consumption of high value
content
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Our Company

» Most experienced content security software vendor
* Founded in 1996
» Firstto introduce DRM software security to Hollywood studios
 Initial large-scale Encryptonite deployment (1999)
o C(real 1.5 million Real Networks users enabled with Encryptonite
Decoder to access premium content
» Broad customer base across multiple markets

e Telco IPTV

e Internet TV

* Cable,

» Digital Terrestrial Television
» Hospitality

 Digital Cinema
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Encryptonite ONE™ System

Conditional Access and Digital Rights Management
software system for broadcast and on-demand content

Authentication
Encryption
Authorization

Required To license high value broadcast & VOD content
Prevents Theft of service and content piracy

Enables Monetization of new distribution platforms and devices
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The Trend Toward Convergence

* Viewers want control of when and where they are
entertained

* Younger viewers watching less linear broadcast and more
on-demand content
» Alsowant to connect with friends and peers while viewing
» Millennials expect seamless viewing of broadcast TV,
VOD, and Internet TV across multiple devices

» Computing and communication is mobile so expect
entertainment content to be available over both fixed and
mobile connections

Over-the-Top TV Viewing Exploding

» Over-the-top proving to be viable new distribution channel

* New adaptive streaming technologies enable very high
guality video over the open Internet without the buffering
and picture freeze associated with most Web video

* Viewing expanding beyond short-form UGC to TV series
and feature films
» Every major broadcast network offering first run shows on the Web
* Hulu had 35 million unique viewers in Feb. (42% jump from Jan.)
» Average Move Networks viewing session 62 minutes and growing

e Cable networks (HBO, Turner, Viacom, NBCU, Discovery)
pushing “TV Everywhere” initiative

* HBO cable subs in Wisconsin can get first run content online
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Hollywood’s Move to Digital Distribution

» Hollywood collapsing VOD release windows
» Goalis to convert DVD rental business to VOD business
to improve margins

» Studios get 20% share on DVD rentals vs. 60% to 70% on VOD
Warner releasing VOD day-and-date with DVD in 2009

» “Curious Case of Benjamin Button”, “Harry Potter”, others

* In Korea, WB now releasing movies solely through digital
| distribution — DVD sales terminated
wﬂ' » Sony released “Hancock” via VOD to Sony Bravia TV
X owners day-and-date with DVD release
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Market Research Highlights

* 19 million US households now watching broadcast TV online,

double the online viewership levels of 2006
The Conference Board, May 2008

» Americans who use a PC or laptop to view video spend an
average of 1.5 hours per day Cisco Research, 2009

* 11 million watch mobile video in US; average 4 hours/month
Nielsen, February
2009

e Converged fixed/mobile TV services to grow to $3.5B in 2011
from less than $100M today IDC, October 2008
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New Alternatives for Video Distribution
Laptops

“Laptop PCs are expected to continue to
generate double digit increases in units
and revenue in 2009” ceA2009

NetBooks
- “Netbooks are expected to grow by 66-percent in
; 2009 to 27 million units” Displaysearch 2009

"
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NetTops

“NetTops will experience an 80 percent spike in
shipmentsto over 7 millionin 2010.” pisplaysearch 2009
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New Alternatives for Video Distribution

Mobile Phones

“Although total mobile phone sales were
flat for 2008, smartphone segment to
continue double digit growth through 2013”

Infonetics Research, 2009

Mobile Internet Devices

“Mobile Internet Devices shipments will surge
to 136 million units in 2013” ABIResearch 2008
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Second Screen Options

SecureMedia

VIRTUAL SET TOP BOX
for PCand MAC

Séfure edia

ONE

PC MEDIA PLAYER

eONE™ Virtual Set-Top Box
» Delivers true television experience to PCs and Macs

» Encapsulates features and functions of an IPTV STB
including EPG, middleware, channel change, playback control
and Encryptonite client into single monolithic application

» Allows IPTV operators to extend service beyond STBs
without additional investment in client hardware, middleware
modification, headend changes or web portal development

eONE™ PC Player
» For use with a Telco web portal

» Operates under ActiveX control in a web page or as stand-
alone player

» Decode, demux, decryption and rendering performed within
single application to protect compressed video data

Case Study

Sezmi

Revolutionary TV 2.0 platform combining digital broadcast
television, cable channels, Internet TV and VOD

Over-the-air digital datacast with supplemental broadband delivery

to massive PVR box

« Patented antenna technology

« Highly advanced personalization engine — 5 separate profiles
Turn key system targeted to U.S broadband and telco market

« Designed to get operators up and running with IPTV quickly and
without capital intensive network upgrades

* Leverages operator’s broadband network. Enhances the value of the
broadband network vs. dumb pipe.

Successful trial completed in Seattle
Q3 ‘09 commercial launch
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Case Study

Inuk Networks
» Operator of Freewire IPTV service in UK
« Service targeted to university residents
¢ Available in 160,000 dorm rooms on 40 campuses
Two screen service
* Primary receiving devices are PCs and Macs
* STBs are secondary receiving devices

» Virtual set-top box application provides true television viewing
experience on a laptop

e Standard EPG
¢ Normal channel change
* IR remote control with USB dongle
» Other interactive features
« Facebook widget to enable communication between viewers
« Targeted advertising to students. Enhanced ads with web services.

Success Factors for IPTV Operators

* Need complete basic service for the TV
» Popular channels, VOD, HD, PVR, time-shift
» Hit the “second screens” in the home
» Virtual STB extends your service at no cost
» Develop a network and services infrastructure that is
convergence-ready
» Fixed/mobile convergence, television/broadband convergence
» Have a path to mobile video
» Keep the customer engaged beyond the home
» Co-op web video and social networks into IPTV
service

» Easy links to YouTube, Joost, MySpace, Facebook provides value-
add and keeps subscribers on your platform
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Monetizing

e Payments
e Subscriptions, VOD, PPV
» Triple play/quad play packages create value and retain customers
» Experiment with new offers and cross-platform promotions (e.g.
purchase $X of phone credit and get a free VOD rental)
» Advertising

» Telcos with adequate subscribers (>10,000) should exploit
interactive capabilities to build revenues from on-demand, linear,
local and targeted advertising

» Unified advertising campaigns across multiple platforms will
become more important

The Telco Advantage

Telcos in a favorable position to become Pay TV leaders
» As new entrants to TV market, telcos in best position to offer
interactive, personalized and multi-screen services
* Networks inherently two-way
« Many already have existing mobile operations

« Cable operators still building out two-way capabilities. Satellite
operators need a broadband partner

e Can partner (where available) with a digital broadcast service (e.qg.

DTT or satellite) to provide a hybrid video service

« Not necessary to replicate existing broadcast service but supplement
iwith IPTV

e Interactive and bundled services attract and retain customers

» Can guide customers through confusing maze of Internet video
services, standalone movie services, special purpose boxes, etc.
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Convergence and Content Security

* Need to meet the audience wherever they may be without
losing control of content or stifling the viewing experience
with cumbersome and invasive security systems

» Convergence requires unified security across multiple
platforms and devices

» Operators don’t want to run multiple security systems for different
networks and devices

» Software-based CA/DRM systems run on any device, can be
downloaded to existing devices, and upgraded over the network as
needed

» SecureMedia’s Encryptonite ONE System supports both IP and

hybrid operations (i.e. can concurrently secure existing one-way
DVB broadcast services and two-way interactive IPTV)

Conclusion

» Pay TV market highly competitive

» Telco operators can’t compete on price alone; need to
differentiate their service

» Software-based CA/DRM systems are required to provide
unified security for broadcast and on-demand content
delivered over multiple networks to multiple devices

» Operators who embrace convergence and offer their
customers flexible viewing options will generate new
revenues, attract new subscribers and strengthen
relationships with existing customers
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Thank you.

Whit Jackson
Vice President
Business Development and Studio Relations

wjackson@securemedia.com
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