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favorable regulations, which are expected to continue over time.
And this is partly the reason on why new market entrants are
eyeing the Indian market.

In December 2007 however, the U.S.-based Satellite Industry
Association (SIA) wrote to the Office of the U.S. Trade
Representative (USTR) where the SIA offered “comments in an
effort to identify necessary elements that require review in the
commitments made by accession countries to the World Trade
Organization (WTO), and to improve existing offers by WTO
members that are relevant to the provision of satellite services. For
India, the SIA indicated among others, the following:

« Restrictions on the use of foreign satellite capacity for Direct-to-Home
(DTH) services: the Ministry of Information & Broadcasting (MIB) has

established guidelines that provide a preference for Indian satellites for

DTH services, but which allow the use of foreign satellites if the foreign
satellite has completed the international frequency coordination process
with the domestic INSAT satellite system. However, in practice, DTH
licensees are not able to contract directly with foreign operators even if
the coordination has been completed; the foreign satellite capacity must
be procured through the Indian Space Research Organization (ISRO),
the operator of the INSAT system. ISRO only permits such use if it has

not available capacity on its system.

» Lack of clarity regarding Department of Space (DOS) role: the Department

of Telecommunication’s New Telecom Policy 1999 stated that users of
transponder capacity would be able to access both domestic and foreign
satellites, in consultation with the DOS, of which ISRO forms part. While it
might be necessary for the DOS to ensure that foreign satellites are
completing international coordination agreements with the INSAT system,
there are no technical or commercial reasons why foreign satellite
capacity should need to be procured through DOS (ISRO), a direct
competitor of foreign satelite operators. This lack of clarity results in a

competitive advantage for the domestic Indian satellite system.

NSR would like to note that India’s regulatory environment appears
to have opened up in relative terms compared to 1996 and when
DTH services began to be legally instituted in 2000. Many will
argue that the pace of regulatory openness has not been fast
enough and their point is well taken, including the SIA’s concerns.

However, compared to other markets around the globe, India’s
opening has been, in NSR’s view at least, at good pace. The end
result have been the entrance of service providers and at the end

of 2007, three companies over and above the three existing
companies plus Doordashan, are looking to seriously provision
services in 2008.

In terms of satellite operators in the wholesale or transponder
business, Reliance Communications (RCom) has booked capacity
on the Malaysian sateliite system, MEASAT-3. The deal size could
not be confirmed but it is understood that the deal is signed for
around 15-20 years. RCom has booked four transponders, with
an option to add four transponders after a year on MEASAT-3.
MEASAT'’s contract with RCom, in NSR’s view at least, is an
indication that the market is indeed opening up.

Other regulations are also being initiated by the government. It was
reported in March 2008 that upon recommendations of TRAI, India
will likely relax its limits on foreign ownership and inward
investment to the DTH industry. Currently, foreign players are
limited to owning 49% of a DTH venture for pay-TV operations
including teleport Earth stations. Reports indicate that these
current limits will be raised to 74%, however, cable TV foreign
ownership limits will reportedly stay at 49%. This development has
understandably angered the cable sector as it too wants limits
raised to 74%.

It is clear that DTH and the support of technology to improve the
industry exist in India. More regulations affecting the IT, pay-TV and
technology sectors will directly affect DTH but one can argue that
the process of regulations favoring market openness will continue
to improve.

As such, these favorable trends will likely invite more new DTH
entrants to the field. At the end of 2007, the following service
providers were provisioning DTH service for the Indian market.

« DishTV
» Tata Sky DTH
« Doordarshan (free-to-air)

« Sun Direct

There are also three newcomers expected to provision DTH
services this year, namely:

« Reliance Bluemagic

« Bharti Airtel

« Videocon
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It should be noted, however, that the fragmentation that
characterized the cable industry will likely not take place in the DTH
industry. To the contrary, DTH players will likely enter but then face
consolidation once the field becomes crowded. But from a purely
regulatory standpoint, NSR is of the opinion that India has indeed
begun to open-up and this should continue, albeit at incremental
steps, within the next five years.

Favorable Economic and Household Conditions
India is a growing DTH market due to its steady population growth
and more importantly due to rising GDP per capita levels. NSR
estimates that the Indian population should grow from close to 1.1
billion at the end of 2007 to close to 1.3 hilion by the end of 2015.
In terms of GDP per capita levels, nominal GDP recorded at close
to $1,100 at the end of 2007 should improve to close to $2,200 or
double current levels by the end of 2015.

In terms of households, a net gain of close to 45 million
households is expected to take place from 2007-2015. With

increasing wealth, TV households should improve as well from
about 92 million to close to 204 million for a net gain of 112 million.
And this is where the bonanza in taking place.

The Indian market is enlarging due to wealth effects that NSR
expects to continue over time. In terms of the number of
households and TV households, these should grow at highly
dynamic levels. The combination of local economic resurgence
and programming availability should lead to steady growth in
pay-TV consumption for a prolonged period of time.

DTH Subscriber Growth Prospects

Given the favorable economic and regulatory conditions outlined
above, growth in DTH services is expected to exhibit double-digit
levels until 2015. This assumes better consumer awareness and
new entrants come in the market will take place, as well as
continued economic growth. This also does not include
Doordashan’s (DD) free-to-air service, which has reported
installations or subscribers of 4.6 million. DD’s service is a
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non-paying, non-revenue-generating public service that is being
broadcasted in hard-to-reach areas of the country.

Paying subscribers to traditional service providers like DishTV, Tata
Sky, Sun Direct and the new market entrants are expected to lead
to a more than six-fold increase in the subscriber base. One of the
main drivers of demand once again will be economic gains in the
household. DTH services that cost around $5 per month that may
be more expensive than cable TV services at about $3.50 will likely
not become too price prohibitive except for the accompanying
equipment. However, the quality of digitized channels over DTH
should lead wealthier households to opt for better TV reception.

Conclusion

Of all countries analyzed in NSR'’s latest report, “Direct-to-Home
(DTH) Satellite Services: an Analysis of Ten Emerging DTH
Markets,” India dominates the number of households with its
current level of 93 million, estimated to increase to over 200 million
households by the end of 2015. India’s growth is accounted by
population growth as well as a population demographic that
consists of younger people that will likely move into cities or urban
centers and live in apartments.

Television ownership is one of the fastest in the globe and there is
still room to grow. The current number of television households is
about the same as in the United States, but for India that amounts
to only about half of the country’s households, compared to close
to 100% in the U.S. In terms of demographics, 70% of the
population is below 35 and more than half are below 25 years.

The country continues to become wealthy and here is the key to
market penetration and saturation. In looking at TV households

and the penetration of pay-TV, levels are expected to improve or
gain saturation but there is a lot of room for growth in the Indian
pay-TV market.

But there is one large caveat in all these favorable market metrics
and that is income distribution. Although the country continues to
grow at highly dynamic levels, India’s poverty rate which stood at
around 26% in 2000 remained largely unchanged at 25% at the
end of 2007. India has gained inroads in fighting poverty where
poverty incidence stood at 39% in 1987 but it appears that it is a
tougher battle in addressing the remaining quarter of the
population.

Should current poverty levels remain unchanged over the next
several years, market saturation levels are expected to be much
higher. Indeed, NSR in its latest study accounted for poverty
incidence and estimated the “true” saturation level, where household
income and financial wherewithal were taken into account. And
here, NSR expects the saturation rate or the number of truly
addressable households to reach 98% by the end of 2015. %)

Jose Del Rosario covers the Asia
Pacific region and is a senior member of
. the consulting team at NSR where he
focuses his research on quantitative
modeling, data verification, and market

forecasting for the wireless industry and

satellite communications sector. He
conducts ongoing research with specialization in policy
analysis, regional economic indicators, regulatory initiatives and

end user demand trends.
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Satellite Pay-TV

The Second Revolution

Record performance of the satellite pay-TV in 2007
After a decade of development, the satellite pay-TV industry
reached critical size in 2007 and is now a truly global industry. The
total number of platforms worldwide reached 92 last year and
could hit 100 in 2008 when considering services currently in
development. Those platforms serve over 100 countries in the
different world regions, with 85 national TV platforms and seven
regional platforms primarily in the Middle East, Africa, Central &
Eastern Europe and Latin America.

The success of satellite TV was built upon its strong technical
advantages that combined the benefits of digital TV (video
compression, large TV offers) with the ability to cover a whole
country or region for a limited capital expenditure, as well as the
relative ease and flexibility of network deployment through small
antennas and receivers. These advantages over terrestrial
networks allow satellite TV platforms to build strong market
positions within short timeframes.

In Asia, 2.9 million house- holds subscribed to satelite TV in 2007
and this number will continue to grow to an estimated number of
70 million by 2017.

With about 95 million subscribers and revenues of approximately
$59.2 billion in 2007, the industry has become a reference for the
distribution of digital entertainment.

While the majority of historical platforms in the most mature
sateliite TV national markets have reached operational profitability,

COVER STORY IV

Pacéme Revillon
Managing Director - Euroconsult

emerging digital markets are facing a burgeoning number of new
satellite TV platforms vying for position in national markets some of
which are already served by three or four satellite TV players.

Emerging digital TV markets

as the new key growth driver of satellite pay-TV
Satellite TV platforms were the first to introduce digital TV in aimost
all emerging digital TV markets, and remain the sole digital TV
providers in many countries. Satellite appears to be the most cost
effective way to introduce digital TV in developing countries.
Moreover, the cost of digital set-top-boxes has dropped by more
than 80% in the last six years, facilitating take-off by lowering a
barrier for new entrants. Consequently, satellite TV platforms have
multiplied in emerging digital TV markets in the last three years.
From 30 in 2000, the number of platforms reached 63 in 2007.
Last year, new platforms were introduced in Colombia, Brazil,
Serbia, Croatia, Russia, Romania, Sub Saharan Africa and India. In
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addition, the drop in equipment prices has enabled the launch of
new platforms targeting small markets, such as Sky Pacific, which
can now expect to achieve sufficient subscriptions to recoup their
investments.

Subscriptions to satellite TV platforms have also ramped up in the
mean time, from 6 million in 2000 to 28 million in 2007, i.e. a
CAGR of 24%. Furthermore, this growth has been observed
despite the restructuring and consolidation that has also affected
emerging markets and the economic crisis that strongly impacted
the Latin American market. In the last two years, growth of satelite
TV in emerging markets was supported by the introduction of new
services in India, Central Europe and Latin America. The opening
of the Chinese market wil,, in the medium term, likely also give a
new boost to the industry.

Telecom and cable operators

back new satellite services

In the last three years, 19 out of the 35 new satellite TV platforms
launched have been backed by telecom and cable operators.
Nine of these were actually launched by telecom operators, while
several others are currently under development as confirmed by
recent announcements Portugal Telecom and Orange in France.
An example of the new focus of telecom operators on satellite TV
is Telefonica which has backed the launch of satellite TV
platforms in Chile, Peru, Colombia, and Brazil. In Europe, France
Telecom recently announced its decision to launch satellite TV
services in parallel to its IPTV services in France, Spain and
Poland, in order to accelerate the development of its content
business. Depending on the countries, reasons for investing in
satellite TV range from regulatory compliance which prohibited
the introduction of IPTV to enabling provision of a full triple play
service at a national level, in countries where IPTV could not be

delivered in the whole country.

In the mid nineties, telecom operators were involved in sateliite TV,
while by the early 2000s, most of them had disengaged from the
industry. Reference shareholders include BCE in ExpressVu
(Canada), Telenor in Canal Digital (Northern Europe) and Bezeq in
Yes TV (Israel). France Telecom was also an investor in the satellite
TV platform TPS (France) and Portugal Telecom owned TV Cabo.

The renewed interest of telecom operators in satellite TV is driven
by several factors including:

« Telecom operators’ desire to offer a triple play package on a national
scale;

« The time and cost required to cover remote areas, either through DSL
or FTTH;

« The still-limited penetration of digital TV and DSL, offering room for
growth;

« The objective to amortize potential programming costs over the largest

possible subscriber bases.

Low cost platforms look to develop new markets
and at challenge historical players

The most recent key trend in the satellite TV market has been the
launch of a number of “low cost” platforms. In emerging digital TV
markets, “low cost” platforms are primarily launched to stimulate
takeoff of the market. The impact of “low cost” platforms may be
most striking in Central Europe. While UPC Direct signed 420,000
subscribers in 10 years of operation, the launch of low cost
offering DigiTV with a basic package at three euros resulted in 3.1
million subscriptions in the last two years. In India, satellite TV
platforms have decided to align their prices with analogue cable TV
in order to stimulate subscriptions. In Poland, subscriptions have
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accelerated following the introduction of low fees by the new
platform N and a sharp decrease of basic fees by Cyfrowy Polsat.

In Asia, a number of platforms have historically opted for low fees
compared to international benchmarks, in which we have seen for
example in Korea and India. The strategy here is to compete with
broadcasting services already in place (in particular cable) and at
maximizing the addressable market for the platforms.

In some of the most advanced digital TV markets, low cost
initiatives are beginning to emerge. In France, the AB Group
introduced a low cost satelite TV platform, “AB Bis”, at the end of
2007. While historical platforms progressively increased their basic
fees and overall ARPU in the last ten years, they may have left an
opening for services offered at lower fees, especially as penetration
of digital TV remains far from maturity in many markets.

This low cost approach may also be a response to the emergence
of aimost free digital services with for example the launch of digital
terrestrial television (DTT) in an increasing number of markets and
the availability of a number of free-to-air channels over IPTV
platforms.

While the sharp decrease in equipment costs and the availability of
affordable content has allowed low cost platforms to emerge, the
business model has its challenges.. With revenues per subscriber
that can be five to ten times lower than historical platforms, low
cost platforms still need to sign a critical mass of subscribers
rapidly to recoup equipment and programming costs. In markets
where several platforms were launched, difficulty reaching
breakeven will most likely encourage consolidation within the next
three to five years.

Content diversity and digital recording drive
growth, HD and mobility still nascent

In the last ten years, diversity in content offering was key for growth
in the satellite pay-TV sector. Overall, more than 1,000 channels
have been added by satellite TV platforms worldwide between
2000 and 2007, with the number of channels reaching over
12,500. Even excluding the broadcast of local networks in the US,
the figure still stands at close to 9,000 channels. On average, the
number of channels offered per platform has increased from 77 to
100 in the last seven years worldwide. In Asia, the number of
channels broadcast by satellite pay-TV platforms increased from
653 in 2000 to over 2,050 in 2007, and was recently boosted by

the launch of several platforms in India.

In order to further increase subscriptions, both historical and
emerging platforms are expected to keep adding new channels
with a potential focus on HD for certain historical platforms and on
new standard definition channels for emerging platforms.

Digital video recording solutions already introduced by leading
satellite TV platforms, will soon become a standard offering
worldwide. Currently, 22 out of the 92 platforms in service are
offering DVR premium services compared to seven platforms in
2004. The decrease in the equipment costs has also had an
impact here, resulting in an acceleration of introductions of DVR
services by platforms. It is expected that by adapting the pricing
to local market conditions, DVR solutions will succeed in
penetrating the different markets. In the next five to eight years,
most platforms should be in a position to reach penetration of at
least ten percent. While DVR penetration fcr most platforms
currently stands below £%, a number of pletforms have now
already passed that threshold, including Foxtel in Australia (>16%),
Viasat in European Nordic countries (9%), and MIH/DSTV in Sub
Saharan Africa. For the most advanced platforms, penetration
could reach at least 30% of the subscriber bases. As is the case
for other new services, rapid penetration for DVRs will be more
easily achieved by platforms with a critical mass of subscribers.
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* Technical broadcasts that may include the simulcast of certain channels
in order to optimize geographical coverage and to deliver local channels

By comparison, high definition, except in the North American
market, is still in the early stage of development and therefore is
not the core focus for most platforms yet — and certainly not the
low cost platforms. However, in 2007, the number of HD channels
increased, and a growing number of platforms such as Cyfrowy
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order to access this emerging market. It
nevertheless remains nascent and shall
represent a limited growth driver for most
platforms in the next few years.
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For satellite operators, the i
addition of channels results in

increased demand for bandwidth
The continuous addition of TV channels

broadcast by satellite pay-TV platforms, boosted by the launch of
new platforms in recent years, has resulted in a strong increase in
capacity usage for satellite operators. Transponders used by
satellite TV platforms worldwide are estimated to have almost
doubled between 2000 and 2007, from approximately 570 to
1,080 transponders. In 2007, growth stood at close to 18%.

In Asia, total transponders used by satellite pay-TV platforms
increased from 100 transponders in 2000 to 195 transponders in
2007, with 17% growth driven by strong performance in the Indian
market.

However, as is true for the satellite broadcasting market in general,
growth is not evenly split between the operators. The ability to
attract new platforms — and especially those representing a large
growth potential —is a challenge for operators. This challenge can
be even more complex in Asia due to a number of regulatory
issues, as can be observed in the Indian market.

Strong growth expected for satellite pay-TV

Overall, market drivers are positive for satellite TV platforms in most
markets, despite a potential weaker economic environment.
Except in a few advanced markets, where increasing competition
from IPTV is expected to hamper growth, emerging markets
appear to hold promise for satelite TV players. According to our
most recent study on the industry, by 2017 close to 180 million
households are expected to subscribe to satellite TV for revenues
of more than $90 million. However, the number of platforms
currently launched may foretell a phase of consolidation. The ability
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of market players to position themselves early on and to rapidly
build to critical size will be key to secure long-term growth and
profits in the market. In advanced markets, lower growth prospects
in terms of subscriptions, and the current convergence observed in
the telecom and media markets, may lead to a number of mergers
and acquisitions that will allow the emergence of new integrated
market players mixing terrestrial and satellite services.

All figures are from Euroconsult’s recently published study Sateliite
TV Platforms, World Survey & Prospects to 2017. For more
information, visit www.euroconsult-ec.com. <)

Managing Director of Euroconsult since
2003, Pacéme Revillon spent sev-
eral years as analyst and consultant before
taking his current position, with a special-
ization in satellite communications, TV

broadcasting and financial analysis.

Pacome is the editor of several Euroconsult
research reports, with primarily the Satellite Communications and
Broadcasting Markets Survey, Ten Year Outlook; the Satellite TV
Platforms, World Survey and Prospects to 2017; HDTV in Europe,
key Economics and Prospects and World Mobile Satellite
Communications Market Survey. The reports are used as refer-
ence tools to support strategic decision by more than three hun-
dred leading companies worldwide. In addition, Pacome regularly

gives presentations and moderations at international conferences.
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INTERVIEW

Tom Choi, CEO
Asia Broadcast Satellite

Looking back to the past 12 months, what were the most
significant deals and development for Asia Broadcast
Satellite (ABS)?

In the past 12 months, ABS has seen unprecedented growth of
our business. We achieved our fill factor from 50% to 90% and
increased the amount the television channels available on our
satellite to over 90 channels making us one of the top satellite
distribution platforms for CATV distribution in the Indian Ocean
Region. ABS has also made over $5M investments in teleport
facilities for video and data distribution services. ABS has invested
in MCPC platforms to access our satellite from Germany as well as
Hong Kong using MPEG-2/DVB-S as well as MPEG-4/DVB-S2 for
standard and high definition video distribution for our customers.
From our orbital position at 75 degrees East, we can access
4/5ths of the world’s population so we feel that we provide
significant value to our customers.

What are the major developments on the horizon for ABS in
the coming year?

ABS has been working diligently to complete the financing work for
our new satellite ABS-2 which is to be collocated at the
75-degree-East location with ABS-1. This new satellite will have
over 60 transponders in C and Ku-band with dedicated beams
over South East Asia, India, Russia, the Middle East and Africa
with significant power enabling Direct-to-Home (DTH) services in
these markets.

ABS-2 also acts as an in-orbit spare and back up for ABS-1, so
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we feel that our customers will receive a lot of value for putting their

traffic on a satellite operator with two collocated satellites.

We are reviewing the final proposals from the satellite manufac-
turing industry and negotiating the procurement contract. We hope
to announce the contract award sometime in Q3 of 2008 for an
in-orbit delivery by Q4 2010. Now that new high powered sateliite
project investment sizes are close to $300 million, we believe that
this will be the most significant development for ABS.

As the Chief Executive of a satellite company, how do you
see the satellite industry in the Asia Pacific region as a
whole? What aspects seem to hinder growth in your

which both used to be the dominant sateliite operators for video
distribution in the China market. This reallocation of satellite
capacity outside of China will result in an increase of supply into
the rest of the Asia Pacific region. Both Indonesian satellite
operators will be launching new and larger satellites in the next
three years. They will be both adding significant amount of
Ku-band capacity over South East Asia. Protostar will be launching
2 satellites in 2008 and 2009 and VinaSat just successfully
launched their new satellite, VinaSat-1. Ku-band over China and
C-band over Asia will continue to be under pricing pressure for
many years to come.

What factors offering the most potential for growth?

perspective?

The Asia Pacific region will continue to be challenged by pricing
pressures due to the continual investments in additional satellite
capacity by new national and commercial operators.

The emergence of the newly merged Chinese satellite operator
(composed of the merger between SinoSat and ChinaSat) along
with their new satellites have resulted in a significant reduction of
capacity demand for both AsiaSat and APT Telecommunications,

The demand for satellite capacity in Asia is currently being driven
by growth in cellular trunking, VSAT and local cable TV distribution
channels. Currently a lot of C-band capacity in the Asia Pacific is
being used for IP-transit point-to-point backbone services but this
segment of the market is diminishing in both profitability as well as
volume.

From the 75-degree-East position, we see a lot more of the world
than only Asia and Asia remains a relatively small market for us,
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however, we are bullish in the growth of CATV distribution, DTH
cellular back-haul as well as the emergence of low cost Ku-band
VSAT terminals for affordable rural connectivity services.

In view of these barriers and opportunities, what are the key
emphases for ABS in short and longer run?

The satellite market in Asia will continue to be a fiercely competitive
landscape in Asia with the emergence of new domestic operators
as well as other regional operators joining the market.

The CATV distribution market is being fragmented on domestic/
local levels and the days of paying premium for one or two satellite
positions for a pan-Asian distribution will diminish over time. The
IP-backbone market will continue to dwindle and simultaneously
result in low revenue vyields per transponder due to increasing
competition from fiber. The cellular backhaul market segments will
stay strong if not growing in the intermediate future however this
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segment too will be substituted with
domestic fiber and microwave links.

ABS will strive to be competitive in the
local video distribution markets for both
CATV and DTH services while seeking
profitable niches in serving our customers
in the data communications services sec-
tor. We already have over 90 CATV & DTH
channels on our satellite with most of
these channels coming on line the past 24
months. We are planning to expand this
by a factor of 150% in the next 24
months. We also boast one of the largest
Ku-band VSAT networks in the Asia
Pacific. We will also be launching shortly
service for broadcasters to deliver their
programming to IPTV and Mobile opera-
tors to enable a low-cost and low risk
ways to reach these emerging and grow-
ing market segments for the broadcast
community. <)

Thomas Choi is a satellite entrepreneur with over 15 years
of experience in the Satellite and Aerospace industry. He is Co-
Founder and CEO of Asia Broadcast Satellite Limited (ABS).
Prior to ABS, Tom founded Speedcast, a satellite service
company that is a joint venture between Techsystem Ltd. and
AsiaSat. Tom has a BS in Aerospace Engineering and an MBA

from University of Southern California.
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