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report, at no cost to them, where such research is available. Customers can access this independent research at www.lehmanlive.com or can call
1-800-253-4626 to request a copy of this research.

Investors should consider this report as only a single factor in making their investment decision.
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Key findings

1. Barclays Capital has made investment recommendations in several companies
based on the transition, but most players are so large relative to the impact of
this one-off event that the effect is not material

2. Robust demand for converters may exceed NTIA coupon program
3. Digital over-the-air (OTA) reception concerns are well-founded in our view

4. Consumer confusion and frustration is mounting and customer service options
are limited
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Revenue by Business Unit

BGI 8%

.‘Barclays Wealth 6%
UK Retail

1 Banking 21%

Barclays Capital 16%

Barclaycard 12%

GRCB Western Europe 4%

GRCB Emerging Markets 2%

GRCB Absa 9%

Barclays Commercial
Bank 22%

H1 2008 PBT split by business. Excludes head office loss.

Source: Barclays Capital
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Role of “Sell Side” Equity Research

» Qur clients are mainly investors such as hedge funds, mutual funds, pensions and
other large institutional investors

» Our fundamental research is the more familiar kind where our analysts make
investment recommendations for specific equities (stocks) and sectors

» Our non-fundamental research (e.g., this study) looks at broader trends to
improve the quality of fundamental research and to create baskets of securities
that let investors buy (or short) a trend rather than buy (or short) the affected
stocks.
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Some questions our clients are asking about the Digital TV Transition

What is the demand for converter boxes?
«  Which manufacturers will benefit?
Which component suppliers will benefit?
What is the demand for antennas?
« Indoor antennas — who benefits from their manufacture, sales, and service?
«  Outdoor antennas — who benefits from their manufacture, sales, and service?

How many over-the-air only households will switch to pay-TV and what will they pay?
Can they be served profitably? What about OTA TVs in Pay-TV households?

What will be the effect on broadcasters?

We are not primarily interested in public policy, but the potential problems we have
uncovered as part of our study are such that we are making our work available to the
public free of charge
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Our approach

Created a detailed model to test the effect of different assumptions on the
answers our clients wanted, build a base case, a bull case, and a bear case

Interviewed consumers and retailers in Wilmington, NC, prior to its
becoming the first-in-the-nation to end analog OTA TV

LEHMAN BROTHERS ~ favty Reseorch Americos

Published “Digital TV Transition 2009:
Disruption for Consumetrs, ‘
Gains for Targeted Players” on

September 8. 2008, to coincide

with the end of analog broadcasts

in Wilmington

Followed the news from Wilmington and public announcements from local
Pay-TV providers

Published “Digital TV Transition 2009 II: Learning from Wilmington, NC,” on
November 24, 2008
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Wilmington, NC, information

North Carolina

B s e e # . 5
PP e S o s B g N st

Wilmington City and DMA

Two market studies:
1) Channel checks, store visits, and in-store interviews in June, 2008

2) Close analysis of all public data from US government and interested
parties since Sept 8

Source: Barclays Capital
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Wilmington, NC, information (cont’d)

Demographics TV-related data

Population 413,724 TV households 180,000
Density,/square mile 110 Pay TV penetration Q3%
Area (square miles) 3,736  DMA rank 135
Avg household size 2.42  Broadcasters 4
Poverty rate 15.2%  Cable providers 6
Percent of US pop 0.14%  OTA-only households 12,600
Avg HH disposable income $44,741  Coupons ordered (as of 11/11) 25,000
Income percent of US avg 83%  Coupons redeemed (as of 11/11) 17,000

Source: Census Bureau, NTIA, Nielsen, and Barclays Capital
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Coupon redemptions (i.e., sales of converters) in Wilmington were
concentrated in a short period

Wilmington Wilmington ends
test analog
announced broadcasts
Coupons per w eek A A
. ~25% of coupons
4,500 1 ~ redeemed in 21 days
4,000 A . around the transition
)} da
3,500 - Y
3,000 1 ~30% of coupons were
redeemed after the end
2,500 - .
of analog broadcasting
2,000 -
1,500 -
1,000 -
500 -
0 — // ——————
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Source: NTIA Weekly avg daily orders Weekly avg daily redemptions
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Some findings from our qualitative research

* 17% of the people we interviewed on the street expressed anger at the transition
in general. Our survey did not ask any questions about this

» The small sample of people we found who had already bought and were using
converters had lost one (of four) channels and were ok with that

» The FCC lavished resources on Wilmington (i.e. every big retailer was visited by a
team from the FCC) but retailers routinely were mistaken about important
aspects of the transition in stores we visited

» Awareness and community involvement were high

Source: Barclays Capital survey, June 2008
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US TV Universe used in our models

Households in the US (millions)

ITAanly
I 5%
PayTy
S35 17
PayTv w/ zame
A Tvs
17%

Pay TV —only
Pay TV with some OTA TVs
Over-the-air (OTA) only

TVs in the US (millions)

OTA Inan CTA-
orly HH
13%
PR R e ‘ OTA Irl._I-:l_IF'-:l'.-'-T-.-
cable of i
satellite
FES

Source: FCC, NEA, CEA, Nielsen, and Barclays Capital estimates
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Finding #1: Robust demand for converter boxes and antennas

O Sept bear case
W Sept base case

W Sept bull case
B Revised projection based on Wilmington data

Converter demand scenarios (Millions) Antenna demand scenarios (Millions)

50

32

Pmiemd converter box sales Mew Indoor Ardennas Meaw Cutdoor Antennas

Source: Barclays Capital estimates
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The NTIA coupon program may have funding issues in February with
demand at the levels we project

Coupons
(mill?ons) B Expired B Redeemed O Outstanding O Requested but not mailed
70 -
0 | February 17 transition 582
54.7
50.5 million
50 - limit for
mailing
40 -
30 A
20
10
0
Nov 19 Dec 17 Jan 14 Feb 11 Mar 11 Mar 31
Percent of
spent

Source: NTIA data and Barclays Capital estimates
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Finding #2: No bonanza for Pay-TV providers

« Valuation of 1.7 million new subs = $3.7
billion

» Adding lifeline subs is a more or less
breakeven proposition

Pay TV scenarios (Millions) « Operational disruption and unforeseen

capital expenses are risks that are

O Sept bear case difficult to quantify

B S=pt base case
B Sept bull case
B Revised projection bosed on Wilmingion data

Mew Cable Subs, Mew Sakelliie Subs,

Source: Barclays Capital estimates
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Finding #3: Digital reception is a serious problem

Breakdown of calls to the FCC Wilmington was supposed

to be a layup
Unaware of S

transition date 5%

Other problems 5%/
Aware but had no’r/
yet acted 9%

-It is physically small

-It is flat
Reception  -It lacks tall buildings
/ problems - It has un unusually low
Did not yet have a 53% number of OTA-only
coupon 10% households

Problem with
converter boxes 18%

Does not include calls made to first responders, local TV stations, city halls, etc

Source: FCC and Barclays Capital
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The digital footprint covers a smaller area that the older analog
signals did

Good analog North Carolina

coverage but

spotty digital FCC data excludes

coverage / reception problems outside

the Nielsen-defined DMA

Good digital
coverage

Wilmington DMA

South

Carolina
" Atlantic

Ocean

25 miles

Source: FCC and Barclays Capital
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DMAs with similar populations cover larger areas

Amarillo, TX DMA superimposed on Wilmington DMA

Good analog
coverage but spotty
digital coverage

Good digital
coverage

Wilmington DMA

No coverage

25 miles

Source: FCC, Nielsen, Barclays Capital
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Finding #4: Consumer confusion is mounting and customer service options
are limited

Calls recorded

First 24 hours
Mational

Wilmington equivalent Wilmington equivalent

Foor receplion 387 AS&D 78S Q60 1 205 333
Canverer box problem 202 253120 329 413,078
Other fechnical problem 250 313 387 100 125 556
Cither 142 178 038 5H3Q Gt A4
Total Qe 1,205,333 1928 2.420.71]

Source: FCC, newspaper reports, and Barclay Capital estimates
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Analyst Certifications and Important Disclosures

Analyst Certification:

I, Alan Miles, hereby certify (1) that the views expressed in this research email accurately reflect our personal views about any or all of the
subject securities or issuers referred to in this email and (2) no part of our compensation was, is or will be directly or indirectly related to the
specific recommendations or views expressed in this email.

Important Disclosures

Barclays Capital does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the
firm may have a conflict of interest that could affect the objectivity of this email communication.

Investors should consider this communication as only a single factor in making their investment decision.

The analysts responsible for preparing this report have received compensation based upon various factors including the Firm's total revenues, a
portion of which is generated by investment banking activities.

For current important disclosures regarding companies that are the subject of this research report, please send a written request to: Barclays
Capital Control Room, 1271 Avenue of the Americas, 42nd Floor, New York, NY 10020 or refer to the firm's disclosure website at

. On September 20, 2008, Barclays Capital acquired Lehman Brothers' North American investment banking, capital
markets, and private investment management businesses. During this transition period, we have endeavored to provide our respective conflicts
of interest disclosures on a combined basis. All ratings and price targets prior to the acquisition date relate to coverage under Lehman Brothers
Inc.

Guide to Barclays Capital Fundamental Equity Research Rating System

Our coverage analysts use a relative rating system in which they rate stocks as 1-Overweight, 2- Equal weight or 3-Underweight (see definitions
below) relative to other companies covered by the analyst or a team of analysts that are deemed to be in the same industry sector ("the sector
coverage universe"). To see a list of companies that comprise a particular sector coverage universe, please go to

In addition to the stock rating, we provide sector views which rate the outlook for the sector coverage universe as 1-Positive, 2-Neutral or 3-
Negative (see definitions below). A rating system using terms such as buy, hold and sell is not the equivalent of our rating system. Investors
should carefully read the entire research report including the definitions of all ratings and not infer its contents from ratings alone.
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Important Disclosures (continued)

Stock Rating

1-Overweight - The stock is expected to outperform the unweighted expected total return of the sector coverage universe over a 12-month
investment horizon.

2-Equal weight - The stock is expected to perform in line with the unweighted expected total return of the sector coverage universe over a 12-
month investment horizon.

3-Underweight - The stock is expected to underperform the unweighted expected total return of the sector coverage universe over a 12-month
investment horizon.

RS-Rating Suspended - The rating and target price have been suspended temporarily due to market events that made coverage impracticable or to
comply with applicable regulations and/or firm policies in certain circumstances including when Barclays Capital is acting in an advisory capacity in
a merger or strategic transaction involving the company.

Sector View

1-Positive - sector coverage universe fundamentals are improving.

2-Neutral - sector coverage universe fundamentals are steady, neither improving nor deteriorating.
3-Negative - sector coverage universe fundamentals are deteriorating.

Sector View

1-Positive - sector coverage universe fundamentals are improving.

2-Neutral - sector coverage universe fundamentals are steady, neither improving nor deteriorating.

3-Negative - sector coverage universe fundamentals are deteriorating.
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Important Disclosures (continued)

Distribution of Ratings:

Barclays Capital Equity Research has 1077 companies under coverage.

39% have been assigned a 1-Overweight rating which, for purposes of mandatory disclosures, is classified as a Buy rating,
43% of companies with this rating are investment banking clients of the Firm.

46% have been assigned a 2-Equal weight rating which, for purposes of mandatory disclosures, is classified as a Hold rating,
40% of companies with this rating are investment banking clients of the Firm.

12% have been assigned a 3-Underweight rating which, for purposes of mandatory disclosures, is classified as a Sell rating,
31% of companies with this rating are investment banking clients of the Firm.

Barclays Capital offices involved in the production of Equity Research:

New York, Barclays Capital Inc. (BCI, New York)

Tokyo, Barclays Capital Japan Limited (BCJL, Tokyo)

IRS Circular 230 Prepared Materials Disclaimer: Barclays Capital and its affiliates do not provide tax advice and nothing contained herein should be
construed to be tax advice. Please be advised that any discussion of U.S. tax matters contained herein (including any attachments) (i) is not
intended or written to be used, and cannot be used, by you for the purpose of avoiding U.S. tax-related penalties; and (ii) was written to support the
promotion or marketing of the transactions or other matters addressed herein. Accordingly, you should seek advice based on your particular
circumstances from an independent tax advisor.

This publication has been prepared by Barclays Capital, Inc., a US registered broker/dealer and member of FINRA. This publication is provided to
you for information purposes only. Prices shown in this publication are indicative and Barclays Capital is not offering to buy or sell or soliciting
offers to buy or sell any financial instrument. Other than disclosures relating to Barclays Capital, the information contained in this publication has
been obtained from sources that Barclays Capital knows to be reliable, but we do not represent or warrant that it is accurate or complete. The views
in this publication are those of Barclays Capital and are subject to change, and Barclays Capital has no obligation to update its opinions or the
information in this publication.
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Important Disclosures (continued)

Neither Barclays Capital, nor any affiliate, nor any of their respective officers, directors, partners, or employees accepts any liability whatsoever for
any direct or consequential loss arising from any use of this publication or its contents. The securities discussed in this publication may not be
suitable for all investors. Barclays Capital recommends that investors independently evaluate each issuer, security or instrument discussed in this
publication, and consult any independent advisors they believe necessary. The value of and income from any investment may fluctuate from day to
day as a result of changes in relevant economic markets (including changes in market liquidity). The information in this publication is not intended
to predict actual results, which may differ substantially from those reflected.

This communication is being made available in the UK and Europe to persons who are investment professionals as that term is defined in Article 19
of the Financial Services and Markets Act 2000 (Financial Promotion Order) 2005. It is directed at persons who have professional experience in
matters relating to investments. The investments to which it relates are available only to such persons and will be entered into only with such
persons. Barclays Capital - the investment banking division of Barclays Bank PLC, authorised and regulated by the Financial Services Authority
(‘FSA’) and member of the London Stock Exchange.

Subject to the conditions of this publication as set out above, ABSA CAPITAL, the Investment Banking Division of ABSA Bank Limited, an authorised
financial services provider (Registration No.: 1986/004794/06), is distributing this material in South Africa. Any South African person or entity
wishing to effect a transaction in any security discussed herein should do so only by contacting a representative of ABSA Capital in South Africa,
ABSA TOWERS NORTH, 180 COMMISSIONER STREET, JOHANNESBURG, 2001. ABSA CAPITAL IS AN AFFILIATE OF BARCLAYS CAPITAL.

Non-U.S. persons should contact and execute transactions through a Barclays Bank PLC branch or affiliate in their home jurisdiction unless local
regulations permit otherwise.

In Japan, this report is being distributed by Barclays Capital Japan Limited to institutional investors only. Barclays Capital Japan Limited is a joint-
stock company incorporated in Japan with registered office of 2-2-2, Otemachi, Chiyoda-ku, Tokyo 100-0004, Japan. It is a subsidiary of Barclays
Bank PLC and a registered financial instruments firm regulated by the Financial Services Agency of Japan. Registered Number: Kanto
Zaimukyokucho (kinsho) No. 143.

Barclays Bank PLC Frankfurt Branch is distributing this material in Germany under the supervision of Bundesanstalt fuer
Finanzdienstleistungsaufsicht.

© Copyright Barclays Bank PLC (2008). All rights reserved. No part of this publication may be reproduced in any manner without the prior written
permission of Barclays Capital or any of its affiliates. Barclays Bank PLC is registered in England No. 1026167. Registered office 1 Churchill Place,
London, E14 5HP.

Additional information regarding this publication will be furnished upon request.
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