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Building a “Living” Platform

Many parents buy clothes for their children one or two sizes larger, so they
have something “to grow into”. If the child grows up faster than he wears out
his pants, it's a terrific investment. If he doesn't, the loss isn't that great anyway.

For the telecommunications industry, which has investment that can run into
hundreds of millions of dollars and technologies that advance in leaps and
bounds, a similar strategy would be impractical. Thus, it is important to build
a network that is scalable (able to grow quickly) and adapt to changes in
technologies, environment, and growth; in other words, an evolving, living
network.

now TV - Adapting Technologies

As any network planner will attest, predicting potential network usage is not
just a science; it is an art. Predict too much, and you end up with heavy
wastage. Predict too little, and you lose potential revenue, customers, and
growth prospect. When now TV (PCCW Limited’s IPTV pay-tv) was first
launched in 2003, it had only 23 channels. By August 2006, there were more
than 110 channels and over 650,000 subscribers.

An advantage for PCCW'’s endeavor in the pay TV market was that it already
had a network in place with about 93% of Hong Kong covered by 6Mbs
broadband lines. These lines enable TV and other VAS (Value Added Services)
over ADSL.

In order to make now TV adaptable to changing technologies, different as-
pects of the system were designed to allow evolution and modification. From
the very beginning, PCCW took the view that the proprietary Set Top Box
(STB) would be superseded as its functionality was absorbed into networked
Home Entertainment systems produced by the Consumer Electronics Industry.
Therefore, the STB used is a modified DVD player.
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As an added bonus, engineers discovered that the latent processing
capacity of the DVD chipset in the box enabled additional facilities, such as a
web browser and a dynamic key encryption capability for digital copyright
protection. It also provides room for software upgrades as now TV develops
additional interactive components.

The TV signals are broadcast to the customer’s home through the DSLAM
(Digital Subscriber Line Access Multiplexer. The DSLAM treats the broad-
band TV signal as it would other telecommunications or telephony calls, so
only the channels paid for will be made available to the home. As the demand
for now TV goes up, additional DSLAMSs will be added.

Furthermore, the signals for now TV are transferred over an IP-Multicast fibre
ring that has a capacity of 2.5 Glit/s, plenty of headroom additional channels
and alternative standards and future migration. Rather than building all the
capacity first, now TV’'s scaleable interactive network is open to innovation
and evolution.

Adapting to the Environment
A common problem for the pay TV industry is piracy through illegal STBs.
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As the “Right to View” is controlled in the DSLAM, access is limited to the IPTV
service and now TV’'s web browser services for the programming guide and
subscriber management. So if you do not subscribe to a particular channel, a
pirated set top box will not be able to help you to obtain it.

The “Right to Copy” is protected through Dynamic Key Digital Encryption. As
now TV is in the forefront of the IPTV industry, many standards are still yet to
be put in place. With a scalable network and the STB’s interactive elements,
now TV can migrate to new STB Digital Rights Management and media player
standards once commonly adopted by the industry.

Interactive elements of the system allow greater flexibility for the customer as
well as additional features (on demand programs) and advertising. At the
same time, an “a la carte” strategy (buy only the channels you want to watch)
presented a low barrier for customers and attracts them with the freedom of
choice.

Ready for Growth

While the above technological developments prepared now TV for its subse-
quent explosive growth (the number of channels nearly quadrupled within
three years and a peak of over 2,000 customers installed per day), technol-
ogy alone is insufficient. As in any business, communication and interaction
with the customer are crucial to gaining and maintaining customers. now TV
tapped PCCW'’s extensive distribution and sales channels to introduce and
sell the new service and excellent call center services that sells and explain
the innovations to the customers.

While now TV’s success is the work of numerous parties, its scalable and
evolvable network gives the company the flexibility to utilize new technologies,
adjust to customer or industry demands, and explore new markets in a fron-
tier only just being breached by interactive television.

Now, if only our children’s clothes could grow with them!
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