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.. This raises the
issues: what went
wrong? And, is
there a winner
here?...

.. the 2008 financial
crisis was the final
straw — by reducing
access to capital for
rural telcos and their
ability to accelerate
planned IPTV
rollouts — which are
capital intensive.

IP-Prime - RIP

The holiday shopping Last month, SES announced plans to
discontinue its slow growing IP-Prime content aggregation and
distribution service. In an announcement, Rob Bednarek, president
and CEO of SES Americom-New Skies was quoted “In line with its
plan, IP-Prime has contracted IPTV signal delivery agreements with
70 small telecom operators, of which 37 have so far reached
commercial stage. However, with a subscriber base of less than
10,000 at the end of November and after more than two years of
service, the consumer uptake is insufficient to justify continuing
operations”. This raises the issues: what went wrong? And, is
there a winner here?

First, a quick introduction: IP-Prime is an in-house initiative by SES
to create a “new and improved” version of Comcast's HITS
(Headend In The Sky), a programming aggregator and distributor
that has been providing a service that distributes a block of video
programming for cable systems. Unlike HITS, IP-Prime has been
marketed primarily to rural telephone operators, although it also is
applicable to cable systems. Also unlike HITS, IP-Prime uses IP
formatting and MPEG-4 compression, which greatly reduces
bandwidth needs and provides streams in IP format ideal for IPTV
for rural telecom operators.

Following its program launch in 2005 and subsequent service
launch, uptake for IP-Prime has proven to be quite slow — as
documented by the numbers related above. When we queried
some industry players, they cited several factors that, in
combination, have played a significant role:

= High cost of MPEG 4 set top boxes (mitigated to an
extent more recently)

= Slow rollout of IPTV among rural telcos

= Inexperience in marketing to the sector

= Budget constraints at tier 2 and tier 3 IPTV operators (in
marked contrast to the well funded Verizon and AT&T,
which have rolled out IPTV service to millions)

= Competitive pressure from Avail Media, HITS and other
programming delivery methods



J EIAEF%}‘-

SPECIALISTS IN SATELLITE, MEDIA AND TELECOM INVESTMENT BANKING

... service providers
that directly stream
content... TVs could
also see a surge in
business form rural
telcos facing
pressure from DBS
operators.

Given the timing of the announcement, it is reasonable to assume
that the 2008 financial crisis was the final straw — by reducing
access to capital for rural telcos and their ability to accelerate
planned IPTV rollouts — which are capital intensive.

Who wins? For now at least, the direct winners are IP-Prime’s
competitors: Avail Media (closely associated with SES competitor
Intelsat), Falcon IP/Complete and DISH Network, which stand to
pickup most or even all of IP-Prime’s customer base. Less directly,
manufacturers of transcoding equipment that can offer a means of
taking MPEG-2 streams from HITS or elsewhere are likely to see a
bump in orders. And finally, service providers that directly stream
content over the public internet and offer solutions ready to hook up
to TVs could also see a surge in business form rural telcos facing
pressure from DBS operators.

What happens to IP-Prime? While SES has agreed to continue to
run the service through July 31%" at least, we would not be entirely
shocked to see a buyer emerge for the business unit. With a low
cost basis from buying the equipment at pennies on the dollar, and
content deals in place, an operator with execution capabilities that
can help fill in IP-Prime’s gaps could well make a go of it.

By John Stone
Near Earth LLC
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IMPORTANT DISCLOSURES AND INFORMATION ABOUT THE USE OF THIS
DOCUMENT:

Near Earth, LLC ("Near Earth") has published this report solely for informational
purposes. The report is aimed at institutional investors and investment professionals,
and satellite, media and telecom industry professionals. This report is not to be
construed as a recommendation or solicitation to buy or sell securities. The report was
written without regard for the investment objectives, financial situation, or particular
needs of any specific recipient, and it should not be regarded by recipients as a
substitute for the exercise of their own judgment. The content contained herein is based
on information obtained from sources believed to be reliable, but is not guaranteed as
being accurate, nor is it a complete statement or summary of any of the markets or
developments mentioned.

The authors of this report are employees of Near Earth, LLC, which is a member of
FINRA. The opinions expressed in this report accurately reflect the personal views of the
authors but do not necessarily reflect the opinions of New Earth itself or its other officers,
directors, or employees.

The portions of this report produced by non-Near Earth employees are provided simply
as an accommodation to readers. Near Earth is under no obligation to confirm the
accuracy of statements written by others and reproduced within this report.

Near Earth and/or its directors, officers and employees may have, or have had, interests
in the securities or other investment opportunities related to the companies or industries
discussed herein. Employees and/or directors of Near Earth may serve or have served
as officers or directors of companies mentioned in the report. Near Earth does, and
seeks to do, business with companies mentioned in this report. As a result, Near Earth
may have conflicts of interest that could affect the objectivity of this report.

This report is subject to change without notice and Near Earth assumes no responsibility
to update or keep current the information contained herein.

Near Earth accepts no liability whatsoever for any loss or damage of any kind arising out
of the use of all or any part of this report.

No part of this report may be reproduced or distributed in any manner, via the Internet or
otherwise, without the specific written permission of Near Earth. Near Earth accepts no
liability whatsoever for the actions of third parties in this respect.



