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Introduction

The Olswang Convergence Consumer Survey 2006 was an online survey of over
1500 UK consumers, aged 13 to 55. The survey was conducted for Olswang by
Entertainment Media Research Limited, during August and September 2006. It
follows the inaugural Olswang Convergence Consumer Survey which was conducted
in 2005.

This report sets out some of the key findings from the survey. Readers are welcome
to use any of the data which are included in this document, but any such use should
acknowledge the Olswang Convergence Consumer Survey 2006 as the source of
such data.

For further information about the Olswang Convergence Consumer Survey 2006,
please visit , Or contact:

Lucy Chapman
t: 0207 067 3009
f. 0207 067 3999

Verity Dephoff
t: 0207 067 3003
f: 0207 067 3999
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About Olswang

Olswang is a leading law firm renowned for its work in media, communications,
technology, real estate and biosciences. Founded in 1981, the firm has grown to a
staff of more than 500 and has offices in London, the Thames Valley and Brussels.
UK-based, Olswang has an alliance with US law firm Greenberg Traurig LLP
extending the firm's international capability and additionally provides its services in
over 80 countries through a network of like-minded law firms around the globe.

Olswang's industry knowledge and achievements were recognised in the Chambers
and Partners UK legal directory, which stated fthis dnedia powerhousedof a firm is
recommended for a@ts true understanding of the industry from top to bottomao

Olswang was voted the leading law firm in the UK in the Guide to the World's Leading
Technology, Media and Telecommunication Lawyers, in which eleven of the firm's
partners/consultants are named as leaders in their fields, more than any other law firm
in the UK.

Olswang is also acclaimed as the top London law firm in The Sunday Times 100 Best
Companies to Work for 2005 and 2006.

As more companies look for opportunities to expand into new digital markets,
Olswang's media, communications and technology group has been at the forefront of
the convergence revolution, undertaking a wide range of corporate, commercial and
regulatory work across the full spectrum of these industries.
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About Olswang

To discuss Olswang® convergence practice in more detail, please contact Matthew
Phillips, John Enser or Clive Gringras.

Matthew is a technology-focused commercial lawyer who acts for a wide range
of media, communications and technology clients. He specialises in
broadcasting and digital media work, advising on agreements for the launch,
transmission and distribution of linear and interactive channels and services. A
self-confessed gadget freak, he advises on the commercial and legal
implications of convergence for a number of leading UK and international
broadcasters, rights holders and platform operators, as they seek to exploit
content and services on new devices and via new distribution methods.

John provides commercial and regulatory advice to clients active in all aspects
of the media and communications business, particularly those offering sport,
music and video content via digital platforms, whether TV, web or mobile. His
clients include record companies, broadcasters, as well as ISPs, portals,
software developers, suppliers of interactive TV technology, football clubs and
mobile operators. John writes and speaks regularly on a range of topics relating
to interactive media and both of the independent legal directories rank him as
one of the UK's leading practitioners in e-commerce and digital media.

Clive is a commercial lawyer who specialises in e-commerce, intellectual
property, information technology, Freedom of information and data protection.
Clive heads the firm's e-commerce sector and represents the likes of Amazon,
eBay and Microsoft on a variety of their core legal issues. He specialises in
commercial transactions and strategic advice particularly in relation to
consumer-facing issues. Unusually for a lawyer, he previously co-wrote a best
selling computer game, "Elite", for the Acorn RISC computers.
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About Entertainment Media Research

Entertainment Media Research was founded in 1997 by Peter Ruppert, formerly
Head of Music Information at MTV Europe.

Today, Entertainment Media Research is an international business headquartered in
London serving the music, broadcast and advertising industries in the UK,
Continental Europe, Scandinavia, USA and Australasia. The company is independent
and privately-owned.

Contacts:

Russell Hart, Executive Chairman
Peter Ruppert, President & Founder
Patrick Johnston, Head of Sales
Steve Evans, Director of Research

+44 (0) 20 7240 1222

(_

ENTERTAINMENT
MEDIA
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Summary of Key Findings
Penetration of Devices and Technologies Across Survey Base

A96% of respondents have a mobile phone, closely followed by the digital
camera (89%) and mp3 player (89%)

A52% have access to Sky Digital, 47% access Freeview and 27% have
access to cable television

A19% have access to Sky+, with a further 24% having access to some
other form of DVR and 55% having access to a DVD recorder

A91% have at least one home desktop PC and 53% have at least one
laptop at home

A92% already have broadband, with 8% of respondents receiving
broadband for free

AOnIy 19% of those currently paying for broadband are very interested in
receiving it for free

A35% have more than one home PC connected to the internet through a
wired or wireless network
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Summary of Key Findings
Use of Home Computers for Entertainment Activities

ANearIy three quarters of respondents use home computers for non-work
tasks every day

AThe living room is the most likely location for the desktop computer and is
also the room where a laptop is most likely to be used

AS?% have streamed or downloaded some form of audio-visual content to
their PCs but less than one third do so regularly

AAs between the living room, the bedroom and the study, movie trailers are
most likely to be streamed/downloaded to PCs in studies; full-length
movies to living room PCs; and TV programmes and clips to PCs in
children® bedrooms

Aof those not already streaming/downloading, 47% definitely or possibly
want to stream or download full-length movies, and 41% full-length TV
programmes
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Summary of Key Findings
Use of Home Computers for Entertainment Activities (continued)

AThe key reason for streaming or downloading content is that this offers
the ability to choose what to watch, and when to watch it

AAmongst those not already streaming/downloading but interested in doing
S0, there is increased interest in streaming or downloading programmes in
order to avoid adverts

AThose not interested in streaming/downloading are happy watching
television in the traditional way, regarding television as best watched with
friends and/or family, and from a comfortable chair

ARespondents who are already streaming or downloading are most likely to
be doing so in the living room, followed by the study

Aover half of those already streaming/downloading have a separate TV set
in the same room and use this set for the majority of their television
viewing
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Summary of Key Findings
Video On Demand, Sky+ and Multi-tasking

A38% of respondents are very interested or somewhat interested in a video
on demand service, rising to 46% amongst those already
streaming/downloading on home computers

ARespondents are most interested in receiving VOD from Sky

AThe main reason that other respondents are not interested in VOD is that
they do not wish to pay any more for their TV services

AAmongst Sky+ users, the key reason for a lack of interest in VOD is that
Sky+ already provides enough choice

AOnIy 16% of Sky+ users watch mostly live programmes, with 58%
watching equal amounts of recorded and live programming. 62% claim to
skip through advertisements fall the timeo when watching recorded
programmes on Sky+

Aconsumers frequently multi-task when watching television content. Multi-
tasking increases significantly amongst the youngest demographic and
where a computer is located in the living room
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Summary of Key Findings
Making a Success out of Streaming and Downloading on PCs

APaid-for and (legitimate or unauthorised) free streaming/downloading of
TV and movies remains a minority activity compared with other forms of
consumption of TV and movies

ARespondents who are already streaming/downloading are also
significantly more likely to rent or buy DVDs, go to the cinema and watch
PPV movies on TV when compared to the survey base as a whole

ARespondentS who are already streaming/downloading content for free
online (including through BitTorrent) are also much more likely to
stream/download paid-for content

AOveraII, however, paid-for streaming/downloading of content remains
much less common than the (legal or illegal) streaming or downloading of
content for free

ARespondents are much more interested in streaming or downloading full-
length content (and are more willing to pay to receive it) than clips and
trailers. Full-length movies, full-length comedy TV programmes, live
concerts and full-length drama programmes are particularly popular
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Summary of Key Findings
Making a Success out of Streaming and Downloading on PCs (continued)

AThe music video is the only form of short-form content which appears to
be of any real interest

ANearIy half of all respondents are unwilling to pay anything extra to watch
streamed/downloaded content on PCs, with a further 40% unwilling to pay
more than £5 per month. However, respondents are much more willing to
pay to stream/download specific genres of programming in which they are
particularly interested

A25% are willing to receive online content for free with adverts included,
compared to just 11% who would be willing to pay a small fee to receive
content without adverts

AThere is no clearly preferred payment model for online content delivery,
but a model which combines pay-per-view and pay-to-keep is marginally
preferred

AMany respondents do not mind who provides their content as long as the
service is good. Compared to the 2005 survey, respondents now appear
more likely to buy online content from their cable/satellite provider or ISP,
and slightly less likely simply to choose the cheapest provider
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Summary of Key Findings
Use of Mobile Phones and Other Portable Devices

A82% of respondents have a mobile phone with a digital camera and over
half have a mobile with a digital music player

Aolder respondents are more likely to prefer a mobile phone designed just
for talking and texting, with the youngest demographic most interested in
a phone with as many features as possible

AFar fewer respondents stream/download content to mobile phones as
compared to respondents who stream/download to home computers. Of
those not already streaming/downloading to mobile, over 70% said that
they did not want to

APopuIar reasons for streaming/downloading to mobile include the ability it
offers to stream/download from anywhere at any time, and that
streaming/downloading to mobile ensures the consumer does not miss
his/her favourite programmes

AAmongst consumers not wanting to stream/download to mobile, the main
reason for not streaming/downloading is that respondents are simply not
interested in mobile TV
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Summary of Key Findings
Use of Mobile Phones and Other Portable Devices (continued)

ANearIy as many respondents (9%) have used a Sony PSP to view TV or
movies as have streamed or downloaded content to their mobile phones.
Twice as many respondents use a portable DVD player as a mobile
phone to view audio-visual content

AThe most popular commuting activities are listening to music (66% of
respondents) and listening to the radio (45%). Respondents would rather
sleep (10%) or do nothing (10%) than watch music videos (6%) or full-
length or short-form TV or movies on a portable device (3%)

AAfter music videos, respondents are most interested in watching full-
length movies on the move, and generally appear more interested in
streaming/downloading full-form content to their portable devices than in
receiving clips and trailers

Aover three guarters of respondents would prefer to carry around fewer
portable devices which can be used for a wider range of activities, yet
over half expect they will actually carry the same number of devices in the
future, and 29% expect to carry more devices
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Summary of Key Findings
Making a Success out of Mobile Streaming and Downloading

ARespondentS are less willing to pay to receive audio-visual content on
portable devices compared to home computers, although (as with home
computers) respondents are significantly more interested in paying a
small fee to stream/download content from genres in which they have a
particular interest

Aover 60% are not prepared to pay anything to receive content on portable
devices, with a further 32% unwilling to pay more than £5 per month and
only 7% prepared to pay more than this

Aconsumers who are willing to pay to receive content on mobile phones do
not have a strong preference as regards the payment model, although (as
with home computers) there is a marginal preference for a payment model
which combines pay-per-view and pay-to-keep

AThere remains greater price sensitivity as regards the purchase of content
for mobile phones, with the cheapest provider being the preferred service
provider amongst 23% of mobile phone users
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Penetration of Devices and Technologies Across Survey Base
Ownership and Usage of Devices and Technologies across Survey Base

Given that the Olswang Convergence Consumer Survey is completed
online by respondents, it is perhaps not surprising that the adoption of
digital media platforms and new devices amongst the survey base tends to
be higher than across the UK population as a whole.

Figure 1 shows the take up of various technologies and devices amongst
the 2006 survey base. Unsurprisingly, the mobile phone remains the most
adopted device, with 96% penetration, closely followed by the digital
camera (89%) and mp3 player (89%).

Take-up of digital television is also well ahead of the UK average, with 52%
of respondents having access to Sky Digital, 47% having access to
Freeview (with a further 13% taking Top Up TV), and 27% having access to
cable television.

PVRs and other digital recorders are also popular. 19% of respondents own
or have access to Sky+, with a further 24% having access to some other
form of DVR, and some 55% having access to a DVD recorder.
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Figure 1: Please tick which of the following devices you currently own (or can

access as if your own)
Base: All respondents

Mobile phone

Digital camera (not on phone)

iPod / other personal digital music player
DVD recorder

Sky satellite TV subscription

Freeview (no TopUp TV)

Windows Media Centre PC

Non portable DAB radio

Personal digital video player (including iPod with video)
Cable television

DVR excluding Sky+

HD-ready television set

Satellite TV (only free to air channels)
Computer with viewing card

Portable DAB radio

Sky +

Freeview (with TopUp TV)
PDA/Blackberry
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— 21%
- 21%
. 20%
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Penetration of Devices and Technologies Across Survey Base
Desirability and Importance of Devices

We asked our respondents how desirable and important they considered
each of the devices listed in Figure 1 above.

The mobile phone was the most desirable device overall, followed by the
digital camera and the DVD recorder (see Figure 2).

However, perhaps more interesting is how the desirability of devices varies
amongst owners of each device, a measure of people® loyalty to a device
they have actually used (as opposed to just read about or sampled). Whilst
the mobile phone remains the most desirable and important device on this
measure (very or quite important/desirable to 91% of owners), the next
most important/desirable devices are Sky+ (87%) and the iPod (81%)
(Figure 2A).

We consider the impact of Sky+ in more detail later on in this report.
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Figure 2: Please indicate how important or desirable each of the following

devices is to you
Base: All respondents

Mobile phone

Digital camera (not on phone)

iPod / other personal digital music player
DVD recorder

Sky satellite TV subscription

Personal digital video player (including iPod with video)
Freeview (no TopUp TV)

Windows Media Centre PC

Sky +

DVR (not Sky+)

Cable television

Computer with viewing card

Non portable DAB radio

Portable DAB radio

Satellite TV (only free to air channels)
PDA/Blackberry

Freeview (with Top Up)
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Figure 2A: Further analysis of responses set out in Figure 2 - Increase in device
iImportance/desirability amongst device owners

Base: All respondents
Mobile phone

Digital camera (not on phone)

DVD recorder

Sky satellite TV subscription

Personal digital music player (not iPod)
Freeview (no TopUp TV)

iPod

Windows Media Centre PC

Sky +

DVR (not Sky+)

Cable television

Computer with viewing card

Non portable DAB radio

Portable DAB radio

iPod with video

Satellite TV (only free to air channels)
Personal digital video player (not iPod)
PDA/Blackberry

Freeview (with Top Up)
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Penetration of Devices and Technologies Across Survey Base
Home Computers and Broadband

A desktop or laptop PC is almost ubiquitous in the homes of our
respondents. As Figures 3 and 4 illustrate, 91% of respondents have at
least one (and 28% have more than one) desktop PC at home, with 53% of
respondents having at least one laptop.

Most PCs are broadband enabled, with some 92% of respondents already
having broadband, and with nearly half of those who have not yet taken up
broadband intending to do so within the next 12 months (see Figures 5 and
6).
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Figure 3: How many desktop computers do you have at home? Please do not

count any laptops
Base: All respondents

. [Three
5%
Four or more

2%

None
9%
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Figure 4: How many laptop computers do you have at home?
Base: All respondents
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Figure 5: What sort of internet access do you have at home?
Base: All respondents

e

Dial up
5%

None
2%

on't know

1%

!
:

Broadband
92%
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Figure 6: Do you intend to get a broadband internet connection at home for your

computer?
Base: All respondents without a home broadband connection

Yes, within next 3
months
21%

Don't know
40%

Yes, within next 12
months
25%
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Penetration of Devices and Technologies Across Survey Base
Free Broadband and Home Networks

Despite the recent appearance of ffreeo broadband internet access (i.e.
broadband access which is bundled with other services such as fixed line
telephony, mobile telephony and/or digital television, as part of a fdoubleqg
firipleo or even muadruple playd, only 8% of respondents were receiving
free broadband at home when they completed the survey in
August/September 2006 (Figure 7).

More surprising (but perhaps an indicator of the perceived difficulty in
switching broadband providers) is that only 19% of those respondents
currently paying for broadband were very interested in receiving free
broadband as part of a bundle of other services, with some 43% stating that
they were not very interested or not at all interested in free broadband
(Figure 8).

The widespread adoption of broadband and high penetration of desktop and
laptop PCs is fuelling a growth in the adoption of home networks (a key
factor for the growth of convergence in the home), with 35% of respondents
having more than one home PC connected to the internet through a wired
or wireless network (Figure 9).
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Figure 7: How do you receive your broadband?
Base: All respondents with a home broadband connection

Don't know
7%

/ ™
"Free" bundled with
other services
8%

Paid for monthly from
an ISP
84%
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Figure 8: How interested are you, if at all, in getting your broadband bundled
"free" with other services you take, such as digital television, home phone calls

or mobile phone calls?
Base: All respondents currently paying for broadband

Not at all interested Very interested
19% 19%

Not very interested
24%

Somewhat interested
37%
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Figure 9: Do you have more than one computer at home connected to the

internet?
n't know - N
2%

Base: All respondents
Yes, through a wireless

network
23%

Yes, through a wired |
network
12%
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Use of Home Computers for Entertainment Activities
Types of Activity Undertaken and Location of Home Computers

As we established in last year® survey, the home computer continues to be
used for a wide range of activities other than work, and is clearly often used
as an entertainment device.

Nearly three quarters of respondents use their home computers every day
for non-work tasks (Figure 10), and a single non-work session on a home
computer is most likely to continue for between one and five hours (Figure
11). The most popular daily recreational activities continue to be emailing
and surfing the internet (Figure 12). However, significant numbers of
respondents use their PCs on a daily basis for other recreational activities,
such as listening to music (41%), playing games (20%) and viewing photos
(20%).

A high proportion of this computer usage is occurring in the living room. The
living room remains the most likely location for the desktop computer, with
36% of desktops being located there (up from 33% last year). The living
room is also the room in which a laptop computer is most likely to be used
(Figures 13 and 14).
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