


“These (long-form on-demand ad viewers) are people who
are actually interested in your product. You're not trying to
overwhelm them with a commercial” - crown Automotive GM

That takes much of the guesswork out of
TV advertising. Rather than rely on ratings
calculations that estimate audience levels
for traditional TV channels, Sunflower’s VOD
infrastructure tells advertisers exactly how
many people watched. ‘I can tell you exactly
how many people watched, and how many
people fast-forwarded through your com-
mercial. The good news is that 80 percent
watch them all the way through. We're just
scratching the surface in terms of targeting
and reporting,” he says.

Knorr is also getting results for his own
company. In a trying year for television
advertising nationally, Sunflower Broadband
has recorded incremental revenue gains of
roughly 4 percent, year-over-year, from dy-
namic VOD advertising. Based on the higher
income levels and cash generation associ-
ated with them, Knorr expects to pay back
his capital investment in the technology
required to offer advanced VOD advertising
capability within 12 months, despite operat-
ing in a relatively small media market where
the pool of local advertisers is limited. “We
feel very comfortable even with a system of
our size that ROl exists,"he says. Sunflower
has elevated its advertising revenue through
VOD both by recruiting new-to-cable adver-
tisers — about 10 percent of its VOD clients
are new — and by selling more inventory to
existing advertisers. Crown Automotive’s
Backs, for example, says he reduced the

Dale Backs

amount of advertising money he spends
with newspaper and radio outlets in order
to allocate more of his budget to local cable,
and to VOD advertising in particular."We're
like most other people; we've had to shift
our budgets based on what we think we
should be doing, says Backs.

The upside is apt to broaden as Sunflower
works to increase the range of its VOD
advertising inventory. Beginning in 2007,
the Kansas cable company began nego-
tiating with a handful of national cable

TV networks to allow Sunflower rights to

air local commercials within some of the
VOD-enabled programs those networks
offer. As more of those rights contracts are
completed, Sunflower will have more VOD
advertising time to sell. That will help solve a
problem that many cable companies would
love to have: more demand than there is
supply. “In most cases we're selling out all

of our VOD, says Knorr. Some programs
have been sold out through 2008, more
than a year after Sunflower introduced the
advertising capability.

The dynamic-insertion capability allows
Sunflower to match selected commercials
with VOD programs selected by viewers
using a highly nimble, on-the-fly mar-
riage of digital
video storage
and intelligent

Other Sunflower Broadband Dynamic
On-Demand Ad Highlights:

-- 4 percent ad sales revenue increase

--10 percent client base increase AdPulse On Demand Advertising System



More than'75,000 ads placed JanuarytoApril 2007

software. When a viewer at home requests
an episode of a particular on-demand cable
program, for example, the Sunflower systems
instantaneously stitch into the requested
episode a TV commercial that appears just
before the program begins. Again, the ap-
peal of the dynamic-insertion approach is
that it allows advertisers to explore match-
ing up different ads with different genres of
programming, or even varying demographic
attributes associated with households where
the program will appear. Also, Sunflower is
exploring interesting marriages of dynamic
VOD insertion with the sort of long-form ad-
vertising showcase Crown Automotive em-
ploys. In that scenario, dynamically inserted
VOD ads invite viewers to roam over to the
longer-form messages for more information.
Sunflower Broadband made headlines in
national business publications in 2006 when
it staged one of the industry’s first trials of
dynamic VOD insertion in association with
MTV Networks Inc, the movie studio Para-
mount Pictures, and the advertising agency
Mediaedge:cia.

Supporting the 2006 dynamic insertion trial,
and the ensuing commercial introduction

of on-demand advertising, is SeaChange In-
ternational Inc., which supplies to Sunflower
an enabling technology called AdPulse. It's a
bridge between a cable company’s core VOD
platform and its advertising insertion infra-
structure. Historically, the two systems have
operated independently: VOD technology
has been devoted mainly to delivering TV
programs and movies to viewers on request.
Separately, cable companies for years have
used digital-video ad systems to store and
insert TV commercials into linear cable chan-
nels like ESPN or USA Network. SeaChange’s
AdPulse system harmonizes the two plat-
forms so that local advertisements can be
woven seamlessly into VOD programs, with
the transitions between program content
and advertising virtually indiscernible.

New flexibility

Over time, the vision is that highly targeted
advertisements can be identified, selected
and instantly stitched into VOD program
streams in the same way that banner and
text advertising currently is inserted into
Web pages requested over the Internet.
Dynamic VOD insertion also promises to
deliver new flexibility to advertisers. Based on



“It's (VOD advertising) a per-impression model where people
get to target and get accountability, like Google offers. Except
it's video, it’s right in front of the TV, and you know that
people watched it - sunflowers knorr

precise indications of viewership or consum-
er responses to commercial offers, advertis-
ers can change out their commercial content
for VOD streams nearly instantaneously by
using campaign management software that
integrates with cable VOD operations. In the
Paramount Pictures trial, for instance, media
buyers could use a secure Web interface to
provide instructions on which advertise-
ments for a current movie they wanted to
air within upcoming VOD program requests.
“They changed copy literally every day,’ says
Sanjiv More, the SeaChange director who
works shoulder to shoulder with Sunflower
Broadband. According to Michael Bologna,
senior partner and director of Emerging
Communications at Mediaedge:cia, the trial
broke new ground. “This technology allows
us to adjust our messaging strategy pre- and
post- release, as well as monitor viewership
on a daily basis — which greatly improves the
utility of VOD as a media vehicle,he said.

The Sunflower Broadband deployment
proved not only that dynamic VOD insertion
works, but that the right technology can
weave appropriate advertisements into VOD
program streams regardless of the brand

of underlying technologies cable compa-
nies use. In Sunflower’s case, for instance,
SeaChange’s AdPulse system was integrated
with a linear ad-insertion platform provided
by a competitor.

To SeaChange’s More, Sunflower Broadband
represents a small cable company that thinks
big.“They were probably a little ahead of

the curve,"he says.“Sunflower has always
been on the cutting edge. Thinking and
acting bigger than they truly are in order to
compete”

To be sure, Sunflower’s move into VOD
advertising has been fostered in part by the
company’s access to a rich array of locally
produced programming. Locally produced
TV shows like “Jayni's Kitchen”and “River

Sunflower CPMs are at least 10 times higher — and in some

instances 50 times higher — than rates prevailing in Sunflower’s

traditional linear TV-advertising inventory




“This technology allows us to adjust our messaging strategy
pre- and post-release, as well as monitor viewership on a

daily basis - which greatly improves the utility of VOD as a
media vehicle! - ad Agency Director Michael Bologna

City Weekly”are produced for Sunflower

by an affiliated TV production outlet, and
give the cable company ready access to
VOD content that doesn't require difficult
rights negotiations. Even so, as Sunflower is
proving through its alliances with national
cable channels, it's increasingly possible to
secure rights to integrate local VOD advertis-
ing within cable TV programs provided by
national networks.

In fact, the growing range of content avail-
able for VOD ad-insertion, plus favorable ROI
calculations associated with the underly-

ing technology, have left Sunflower’s Knorr
puzzled. He says that if the 30,000-subscriber
Sunflower Broadband can produce profits
with local VOD advertising, larger cable com-
panies ought to be able to do even better.

‘| totally agree we have a head start in terms
of systems our size, but | remain baffled
larger operators have not blown this out in a
major way," says Knorr. “We feel very comfort-
able even with a system of our size that an
ROI exists!

Even so, Knorr is convinced VOD advertising
will emerge as a game-changing attribute
of the cable industry, one that dovetails with
growing advertiser demands for measurable,
accountable results. Having experienced

the benefits of highly targeted and highly
measureable advertising on the Internet,

advertisers are certain to demand similar
qualities from television, Knorr believes. He
says cable’s two-way networks are perfectly
suited to deliver them — with some help
from technology innovators that support the
VOD advertising revolution.

“We're still a couple of years away from

that full vision, but | think it will occur. And
SeaChange is well positioned for that next
evolutionary step in pulling all those ele-
ments together into one experience,”Knorr
says.“That’s the ultimate goal for consumers
and advertising: a unified platform that's
serving to the Web, serving to VOD, and
providing an interactive interface through all
those channels. That is the future of advertising”’




Dynamic Ad Insertion into VOD

Separate ads * Ingest, manage, and update ads
and content independent of content

+ Update ads by only re-ingesting the ads

Ad placement « Support ad targeting and copy rotation
decisions at
playout

JA IR I NI o1 (Il = Users see no disruption'in the
content using viewing experience
smooth-splicing

Ads tracked - Offer detailed reporting on ad viewing

separately and and ad trick mode usage

precisely + Track ads without interpreting timecodes
to identify them in a stream

‘I can tell you exactly how many people watched,

and how many people fast-forwarded through your
commercial. We're just scratching the surface in terms
oftarget/ng Gﬂd report/'ng.”-- Sunflower Broadband GM, Patrick Knorr



Look Back: Sunflower
Broadband and MTV
Networks’ Dynamic
Ad Campaign

In September 2006, Sunflower
Broadband and MTV Networks
launched a market-leading campaign
to dynamically insert national
advertisements into on-demand
cable television. The first campaign,
created and managed by the

agency Mediaedge:cia, promoted
the theatrical release of Paramount
Pictures’and MTV Films'major motion
picture “jackass number two." Ads for
the movie were inserted into Comedy
Central On Demand programs at the
moment viewers requested the free
on-demand shows. Using integrated
on-demand and advertising
technologies from SeaChange
International, ad copy was changed
out at various times before and after
the film's premiere, ensuring the
content remained fresh and delivered

maximum impact.
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