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COMPANIES: ESPN launches iTunes app enabling
Time Warner Cable, Bright House, FiOs customers to
view channels on mobile devices. (P. 6)
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VIDEOGAMES: Nintendo 3DS has its worst sales
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PSN Hacker's Identity Still Unknown, Sony Tells Congress

Sony hasn't yet identified the hacker or hackers who breached its Sony Network Entertainment
America (SNEA) and Sony Online Entertainment (SOE) services, Sony Computer Entertainment America
(SCEA) Chairman Kazuo Hirai said in a letter to House Commerce Manufacturing Subcommittee Chair-
woman Mary Bono Mack, R-Calif., and ranking member G.K. Butterfield, D-N.C. But Hirai said "the
timing, techniques, and methods used by the hacker suggest that the SOE breach was perpetrated by the
same person or persons as" the PlayStation Network (PSN) breach. SNEA includes Sony’s PSN and

Qriocity music services.

The letter was in response to lingering guestions that the subcommittee had after Hirai discussed

the breaches in a letter to the subcommittee last month (CED May 5 p4). It received Hirai’s latest letter

Thursday evening and made it public Friday.

Mack had said she wasn’t satisfied with Sony’s reasons for not notifying its customers about
the breaches sooner. She "remains critical of Sony’s initial handling of the data breaches,” Mack

spokesman Ken Johnson said Friday. Mack was "satisfied that Sony made a good faith effort to an-
swer our questions,"” but Hirai shed no new light in his latest letter on why Sony didn’t inform con-
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sumers about the breaches earlier, Johnson told us by phone on Friday. The answers "lacked depth,”
he said.

But Johnson said Mack was "appreciative that Sony has now agreed to testify" at the next data se-
curity hearing of the subcommittee, June 2. "Hopefully, we’ll find out more in our hearing," he told us,
saying Mack planned to explore the timing of Sony’s response to consumers in more depth. Tim Schaff,
president of Sony Network Entertainment International (SNEI), is expected to represent Sony at the hear-
ing, Johnson said. Mack "firmly believes that the lessons learned from both the Sony and Epsilon experi-
ences can be instructive and guide us as we develop comprehensive data protection legislation,” Johnson
said. "We expect to introduce that legislation, which will provide new safeguards for American consum-
ers, in the next few weeks," he said. A requirement to promptly inform consumers about such breaches
will be a key component of the legislation, he told us.

Sony has "information that suggests what the hacker was accessing and what the hacker may have
downloaded, but we are unable to determine conclusively whether information was actually taken from all
or just a portion of the user accounts,” Hirai said in the Thursday letter. Therefore, the company believed
it was "appropriate for notification purposes to assume information could have been taken from any of the
77 million™ SNEA accounts, he said. Based on evidence that was available to Sony on May 3, it "believed
that no credit card data had been taken from PSN/Qriocity but could not rule it out,” he said. Since then,
he said, "no further forensic or circumstantial evidence has been discovered to suggest that any credit card
data was taken." There also had, to date, "been no confirmed reports of credit card misuse or reports of an
increase in fraudulent transactions resulting from this incident,” he said.

The company also thinks it knows "how the hacker gained access to each of the two networks, but
the investigation is ongoing regarding other aspects of the criminal attack,” Hirai said. Sony believes that
"publicly releasing these facts could jeopardize the ongoing investigation and potentially put other net-
work systems at risk," he said. Hirai offered "to explore a confidential and secure manner in which to out-
line this information to" the subcommittee.

Separately, Sony Corp. and Sony Computer Entertainment said Friday that SNEI planned, the next
day, to start "a phased restoration of" PSN and Qriocity services in Japan and other Asian countries and
regions including Taiwan, Singapore, Malaysia, Indonesia and Thailand. As in North America and
Europe, a new identity protection program would be offered in conjunction with the phased restoration for
PSN and Qriocity customers in Japan, Sony said. Sony was "working closely with respected outside secu-
rity firms," and "implemented new and additional security measures that strengthen safeguards against un-
authorized activity, and provide consumers with greater protection of their personal information," it said.
A chief information security officer was also created at SNEI who "will work to reinforce overall informa-
tion security across the company’s network infrastructure,” it said. The first phase of restored services for
the Asian countries and regions will include a "Welcome Back™ package of services and premium content
to all registered customers, as in North America and Europe, it said. The details of the program "will be
announced in each™ Asian "region shortly," it said. Last week, SCEA said PSN and Qriocity account
holders in the U.S. could start the enroliment process for the new identity theft protection program after
the recent restoration of services there. — Jeff Berman
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$29 Flash Camcorder

Retailers Promoted Anniversary Sales, Not Holiday Weekend, Our Survey Finds

Consumers who scoured the aisles or webpages of major electronics retailers last weekend for hot
Memorial Day weekend deals were likely disappointed and sometimes confused by the offers, we found in
a scan of websites Friday.

Best Buy's online weekly circular made no mention of a Memorial Day sale on Friday and a Best
Buy blog forum member who queried the company about a holiday sale was told on Tuesday that the
company doesn't announce sales in advance but to "watch out for the weekly ad." The customer, who
noted there were no special Memorial Day savings mentioned in the current circular, said, "It doesn't
make sense to start a Memorial Day weekend sale on Sunday, when it's considered a three-day weekend."
When he said he would be "upset” if he bought a TV during the week only to find it was on sale "for
cheaper this weekend," the forum host told him he would be protected for 30 days if the price dropped on
a TV he purchased.

Sony was busy trying to push out inventory of Google TV Blu-ray players, offering them for free
with purchases of 55-inch LED TVs at at least two retailers, P.C. Richard & Son and Abt Electronics. In-
stead of a Memorial Day sale, Abt held a 75th anniversary sale, promoting prices good through Monday
on "thousands of products,” according to the website last Friday. Although the anniversary sale was slated
to run through Monday, the free Sony Blu-ray player offer ended Saturday, according to a webpage detail-
ing the offer. The daily deal at Abt, meanwhile, was a surprising 45 percent discount on audiophile-brand
Martin Logan Source Tower loudspeakers, down from $2,195 to $1,198 a pair.

At P.C. Richard, sale prices for the company's "Huge Memorial Day Sale" were good through Sat-
urday only. Sharp Quattron was the featured TV brand with savings of $220-$330 on TVs ranging from
46-70 inches. The lead sale item at P.C Richard was a 32-inch Coby 720p TV trimmed by $30 to
$248.64. A Kodak flash camcorder was dropped to $49.99.

Hhgregg was more aggressive with its Memorial Day promotions. The chain ran a company-wide
20 percent-off sale for everything over $99, which it touted as "employee family discount pricing." It
threw in 24-month, no-interest financing. According to the online flyer for hhgregg stores in the Pitts-
burgh area, consumers could nab a Mustek DV518L flash memory camcorder for $29.99, half off the sug-
gested retail price. The camera price was only good in stores, ensuring that customers could use their sav-
ings on other items before hitting the checkout. By Friday morning, the hhgregg website had already sold
out of a Compaq 15-inch laptop selling for $284.38, down from $449.

Third-tier brands led the TV discounting at hhgregg for the holiday weekend. Hisense opened the
TV sale with a 24-inch 1080p model, discounted 28 percent to $179.74, and a 32-inch model was dis-
counted by the same rate to $249.74. In larger screen sizes, a Seiki 55-inch 1080p model got a $200 shave
to $799.74, in stores only. Most of the TV deals were focused on less featured models, with few con-
nected TV or 3D TV specials called out on the store circular. An exception was a Sharp Quattron 46-inch
3D LED TV, marked down $380 to $1,419.99.

At J&R Electronics in New York, in-store and online shoppers were offered a modest $15 off pur-
chases of $150 or more through Monday using the code "Memorial Day." The retailer is also celebrating
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its 40th anniversary with a weekly deal. Last week's was $100 off an Olympus X-940 14-megapixel digi-
tal camera, bringing it to $69.

Radio Shack's weekly circular ignored Memorial Day altogether and pushed graduation gifts
instead. Its lead sale item for last week was five days of free shipping on cables, batteries and acces-
sories. — Rebecca Day

Program Ended March 31

Japan’s ‘Eco-Points’ Subsidy Spurred Huge Rise in TV Sales, Sony Says

Sony is crediting the Japanese government’s "eco-points"” subsidy program for a significant in-
crease in its unit sales of LCD TVs in the fiscal year that ended March 31 (CED May 27 pl), the company
said last week. Now that the subsidy program has ended, Sony thinks TV sales in Japan will decline,
though it still expects significant TV unit sales increases in developing markets like Brazil, Russia, India
and China, Chief Financial Officer Masaru Kato told analysts in a conference call.

Japan started the eco-points program in June 2009, as part of a package of measures aimed at
keeping the economy from collapsing in the wake of the global financial crisis. The program, which
expired March 31, offered consumers points for buying energy-efficient TVs, air conditioners and re-
frigerators. Consumers then were encouraged to redeem those points for other goods and services. For
example, someone buying a qualifying model of an energy-efficient large-screen LCD TV would earn
36,000 eco-points, redeemable for a 36,000-yen gift card at a Tokyo department store or a 36,000-yen
credit toward the purchase of airline tickets or discount off a hotel bill. At Friday's conversion rate, this
would be about $445.

Overall, Sony sold 22.4 million LCD TVs in its fiscal year, a 44-percent increase from the 15.6
million sets it sold a year earlier. Sony didn’t break down how many of the 22.4 million sets were sold in
Japan, nor did it say quantitatively how many of the sets sold were the result of eco-points, but it did say
the impact was significant. Now that the eco-points program has ended, Sony thinks its Japanese LCD
TV set sales will decline in the new fiscal year that runs through March 31, Kato said. Sony expects LCD
TV sales in North America and Europe also will decline or show only flat growth, he said. Still, the com-
pany is forecasting a 20.5-percent increase in its LCD TV sales to 27 million units because it thinks there
are growth opportunities in developing markets, he said. Sony will channel marketing dollars and efforts
to gain "our fair share" of TV sales in those markets, he said.

Eco-points may have left Sony with higher levels of TV inventories than it had expected, Kato con-
ceded on the call. As of March 31, Sony recorded 608 billion yen worth of unsold inventory in its Con-
sumer, Professional & Devices segment, which includes TVs, and its Networked Product & Services seg-
ment, which includes PS3s. That’s a 9-percent increase from inventory levels a year earlier, it said. Sony
had 57 days’ worth of unsold inventory, up from 46 days’ a year earlier, it said.

Inventory levels differ "category by category," Kato said, without disclosing specifics. "This
higher than expected inventory is not an unmanageable situation or a negative impact to our business
going forward." Sony’s TV inventories were "a little bit high because in Japan, March was the last
month of the eco-points subsidy,"” he said. "Not just us, but many manufacturers were expecting a last-
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minute rush to the stores for televisions." That rush "did happen, but not to the extent that we had pro-
jected, and that was the major reason for the inventory buildup,” he said. Sony isn't sure what impact
the quake, which hit March 11, two weeks before eco-points ended, may have played in stifling last-
minute demand, he said. — Paul Gluckman

3D Notes

Box office revenue for the Memorial Day weekend was expected to skew toward 2D rather than
3D movies, said analyst Richard Greenfield of BTIG. In a blog post Friday, Greenfield said total box of-
fice sales should be up 25-30 percent over Memorial Day weekend 2010, but BTIG expected "Pirates of
the Caribbean: On Stranger Tides," in its second weekend, and "Kung Fu Panda 2," in its premier week-
end, to generate less than half their domestic attendance in 3D. Greenfield based the projection on recent
trends seen with 3D versions of "Thor," "Priest” and "Pirates 4," he said. Citing data from Fandango's
iPad app that allows users to monitor ticket sales across the U.S., Greenfield said "Kung Fu Panda™ 2D
tickets were outselling 3D tickets as of Friday, although the app didn't detail the margin of difference, he
said. Greenfield's blog post was the third in a series last week downgrading U.S. consumers' interest in
3D. In his post from May 23, Greenfield said, "Despite the cheerleading of RealD’s Michael Lewis,
DreamWorks Animation’s Jeffrey Katzenberg and Lightstorm Entertainment’s James Cameron, U.S. con-
sumers are increasingly rejecting 3D movies." Greenfield blamed high ticket prices, a fatiguing viewing
experience for the frequent movie-goer "who is simply not interested in watching a 3D every weekend"
and a loss of the "novelty effect.” His recommendations to studios are to make fewer and "more exciting"
films in native 3D, rethink screen allocation plans in favor of 2D presentations, focus on IMAX, and make
"consumer-desirable films rather than worrying about the technology.” Greenfield said the number of
screens has more than doubled from 4,000 to more than 8,500 in the past year but that 3D theater receipts
aren't growing proportionately. Non-IMAX 3D box office sales for "Pirates" were $34 million, or 38 per-
cent of its opening $90 million. He compared that with "Shrek 4" at $38 million, which represented 54
percent of its opening weekend box office with "500 fewer 3D screens.” Greenfield also cited a Boston
Globe article about movie theaters showing 2D movies with 3D equipment, which it said negatively im-
pacted the viewing experience by cutting image brightness. The culprit, according to the article, was a 10-
15 minute process required to add a prism and lens for 3D viewing, an effort projectionists tend not to re-
verse for 2D viewing. "The problem with showing a 2D movie with dual 3D lenses and filters is that it
radically reduces the brightness of the image," Greenberg said.

It's Against the Law . . .

.. . to copy, fax or electronically transmit this newsletter -- including by email forwarding -- without our permis-
sion. Federal copyright law (17 USC 101 et seq.) makes it illegal, punishable with penalties up to $150,000 per
violation, plus attorney's fees.

Warren Communications News, Inc. frequently has taken action against individuals and firms that violated our
copyright, and we will continue to do so. We request that subscribers advise their staffs of the law and of the
financial penalties that will result from illegal copying by any method of this publication, which subsists primar-
ily on subscription revenue. To ensure electronic delivery accuracy and copyright compliance, we may request
return receipt confirmation.
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Industry Notes

EU governments Friday toughened the rules for use of hazardous substances in electrical and
electronic equipment (EEE). The law, first adopted in 2003, bans chemicals such as lead, mercury and
cadmium in such equipment, but the revisions adopted by telecom ministers extends that protection to
more appliances, which will improve the safety of products such as mobile phones, the EU Council of
Ministers said. The ban will now apply in principle to all EEE as well as to cables and spare parts, it said.
The measure requires the European Commission to review the list of restricted chemicals regularly ac-
cording to several criteria, so more substances could be outlawed in the future, it said.

Companies

ESPN's WatchESPN app became available last week through iTunes, giving Time Warner Cable,
Bright House Networks and Verizon FiOS subscribers free live access to ESPN, ESPN2, ESPNU and
ESPN3.com, the network said. Users download WatchESPN from iTunes and then receive instructions
for entering cable subscriber credentials so they can access ESPN content from an iPad, iPhone or iPod
Touch, ESPN said.

Courts

A federal judge rejected Crestron’s motion to dismiss Savant’s antitrust suit, saying Savant has
"sufficient factual matter" to support its claims. U.S. District Court Senior Judge Edward Harrington,
Boston, in a two-page order, said the "closest issue™ is whether fair use doctrine applies to a product
comparison guide that serves as the basis for Savant’s copyright infringement claims. "The court is re-
luctant to weigh the various fair use factors without the benefit of discovery," Harrington said. Crestron
moved to dismiss the suit in November, saying Savant hadn’t stated a claim "upon which relief could be
granted.” Savant sued Crestron last fall (CED Sept 23 p1), claiming it launched a campaign to
"prevent” dealers from carrying its home and commercial automation programmable controllers to
"thwart competition.” Crestron, in a series of "anti-competitive business practices,” barred its dealers
from selling or distributing Savant products if they wanted to continue receiving Crestron gear, Savant
alleged in a 19-page suit. Crestron issued "guides" to dealers comparing its products to Savant's de-
vices, reminding them that "you can't be a Crestron dealer and also sell Savant products,” the suit said.
Crestron officials weren’t available for comment.

Videogames

The PSP again easily outsold the 3DS in Japan, according to Media Create data for the week
ended May 22. But PSP sales fell to 30,500 units from 34,700 a week earlier (CED May 23 p7).
Sales of the 3DS were the weakest to date, falling to 17,200 in its 13th week, from 18,300 in week 12.
All estimates are rounded to the nearest 100, except where noted. Cumulative 3DS sales reached an
estimated 1.01 million in Japan. Nintendo had planned to ship 1.5 million systems at launch there
(CED Jan 20 p2). Sales of every system again were worse than the prior week. The PS3 remained
No. 3, sales falling to 12,900 from 13,800. The Wii repeated at No. 4, sales falling to under 6,300
from more than 6,300, as Nintendo’s home console had its worst week ever in Japan. The DSi LL was
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again No. 5, sales falling to 5,200 from 5,400. The DSi remained No. 6, with sales of 4,900 vs. 5,300.
The Xbox 360 repeated at No. 7, with sales of 2,200 vs. 2,800. The PS2 was again No. 8, at 1,100 vs.
1,300. The DS Lite remained No. 9, sales dipping to under 200 from more than 200. Sales of the PSP
Go fell to under 100 from under 200 as the download-only version of Sony’s handheld system re-
mained in last place. Acquire’s PSP game Akiba’s Trip became the best-selling videogame in Japan
its first week available, moving 58,200 copies. Square Enix’s DS game Dragon Quest Monsters:
Joker 2, the prior week’s No. 1 title, slipped to No. 3 in its seventh week, sales dipping to 19,300 cop-
ies from 20,700 the prior week. Also beating it this time was Tecmo Koei’s 3DS game Dead or Alive:
Dimensions, which moved 23,100 copies.

Sony Computer Entertainment America will ship a PS3 wireless stereo headset offering 7.1
"virtual surround sound" at $99.99 in September, said Anand Agarwal, product marketing manager, hard-
ware, at the PlayStation Blog. Many PS3 games, including Gran Turismo and Killzone, were designed for
surround sound audio, Agarwal said.

"The successful launch" of the PS3 and Xbox 360 game Two Worlds Il and "a resurgence in
sales" of SouthPeak Interactive’s My Baby franchise helped the publisher report improved results for
Q3 ended March 31 vs. Q3 last year, CEO Melanie Mroz said. Revenue grew to $16.1 million from
$7.5 million as average revenue per videogame unit sold soared 109 percent to $29.47, the company
said. Profit grew to $3.2 million from $192,140. It "continued to make great progress on our digital
strategy, including the launch of" its first title with partner Nvidia, Monster Madness, "one of the first
games to fully utilize” the Nvidia’s Tegra 2 chip and developed on the Epic Unreal 3 Engine, Mroz
said. "In addition to launching™ more titles with Nvidia, SouthPeak "will look to advance our digital
initiative with publishing some of our most successful boxed product titles on™ Xbox Live for the
Xbox 360, she said. SouthPeak has also "seen enthusiastic anticipation for" the coming game Strong-
hold 3, Chairman Terry Phillips said.
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