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Marconi’'s Radio + Moore’s Law = Ubiquitous
Computing

“People often overestimate what will
happen In the next two years and
underestimate what will happen in ten.”

- Bill Gates, The Road Ahead, 1995
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Wireless IP Broadband + Internet = Disruption

"We believe that as the two great megatrends of mobility
and the Internet come together, the next wave of
growth will come from a whole new generation of

devices, applications, and services," said Ivan
Seidenberg, chief executive of Verizon
Communications Inc., which owns 55 percent of
Verizon Wireless. "No single company - whether
you're a carrier, a manufacturer, a software company,
or anybody else - will be able to envision all these
uses or meet all the needs on their own.”

lvan Seidenberg, CEO Verizon Communications (55% owner
of VZW)
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An Historical Analogy...

Infrastructure

Devices:

— Appliances, consumer
electronics,
heating/cooling,
transportation

Standards:

/ \

Original Killer App Real Killer App

Usage:

— Devices are rated based
on electricity
consumption

o Volts/amps/watts

dE

M2M Carrier Strategies: The New Rules

Sponsored by: = Presented by:
Ya n ke e the global connectivity experts
group

yankeg}

group




Industry Research: Cellular M2M Services

... For a Future Perspective

Infrastructure

Devices:

— Consumer appliances &
electronics, HVAC,
lighting, vehicle

e Standards:

WIMAX
. . . . LTE
Original Killer App Real Killer App UMB
Upper 700 MHz Bandplan
'« Usage:

— Bits and data
consumption

« Bandwidth/latency/sp
eed
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Global M2M Industry Evolves over Three Stages

/' Maturity-driven consolidation accelerates

. H{)rizontal solutions in sg |I|“E| :

Gross
Market

S per-growth !
» Custom point solutions :
* Cellular network dom I
I
* Emerging busines |
* Mainly nascen :
ed by B2B serv:ces l
1
- 2006 2009 2012 2015 2018 2025+
M2M Carrier Strategies: The New Rules Source: Yankee Group, 2007
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Open Networks = Faster, Cheaper Development?

Certification Market Awareness

e Clear guidelines » Explore vertical consumer markets

» Predictable, standard test cycles e Cellular industry dialogue of cooperation
» Extremely low/no price point and business model discovery

» Separate testing operations .

\ Industry Innovation
Metering

Schemes?
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70%+ (Will)Have Strategy or Product by 2009

What are your organization’s plans and status w ith respect to M2M services and products?

m Offering M2M products/senices today
@ Launching product/senvice in the next 12 months
O Launching product/senice in the next 13 - 24

57% months
m Evaluating product/senice offering

Which of the following statements best matches your views

about M2M product and service offerings?
10% m M2M is essential to our company strategy
7%
@ M2M is important but not critical to our
company’s success in the next 3 years

0 M2M is a limited revenue opportunity for our
company in the next 3 years

m M2M is a trial product or senice area; we will
reassess its future within the next 24 months

o We have no M2M products or trials yet but we
27% may reassess

12% 44%

Survey conducted by Yankee Group in association with RCR Wireless News in March 2008
M2M Carrier Strategies: The New Rules
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Non-Pure Plays Expect 20%+ Revenue Shift

What percent of gross sales come from M2M product and services today and in 3 years?

Less than 1%/None % 19%
0)
1-5% ﬂ 11%

0

6 - 10% 8%
10 - 19% | 9% @ 3 years
20 - 34% —WA 11% | ® Current
35-49% 2% 15%

50 - 64%  — 0,
65-79% | : 4%

More than 80% # Hdh
'd rather not say m Eo

0% 5% 10% 15% 20% 25%
Survey conducted by Yankee Group in association with RCR Wireless News in March 2008
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Marketing Spend Believed to be Missing Link

What are the most pressing business challenges the M2M industry must solve? (Select up to 3)

Educating the market

41.0%
Improving device certification processes

Reducing M2M industry value chain complexity
Supporting open access netw ork policies
Forming partnerships betw een oeprators and HDW vendors
Identifying business models
Reducing sales cycle time
Establishing cooperation betw een carriers
Overcoming market fragmentation
Forming partnerships with “machine” manufacturers (OEM's)
Creating app. developer aw areness and interest
Himinating channel conflict
Changing the “M2M’ acronym
Other

0.0% 5.0% 10.0% 15.0% 20.0% 25.0% 30.0% 35.0% 40.0% 45.0%

Survey conducted by Yankee Group in association with RCR Wireless News in March 2008
M2M Carrier Strategies: The New Rules
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Enterprise Cellular M2M Growth Is Healthy

00's)

m Enterprise subs

@ Consumer subs

0 Enterprise M2M
connections

U.S Cellular Connections (O
250,000
200,000 — ] ] ]
150,000
100,000
50,000 I I I
0 1 1 I 1 1 e |

2007

e CAGR 5% - 34% across apps
* Annual growth average 16—-19%
e ...and predictably profitable

— Annual churn < 1%

— CCPU 4-7%

2008 2009 2010 2011

Source: M2M Index, Yankee Group, 2008

M2M Carrier Strategies: The New Rules

Enterprise M2M services are

diverse

....vehicle & asset tracking, security,
vending, industrial, utilities.....

Akin to early market for cellular
voice, enterprise connections form
foundation of revenue

25,000,000
20,000,000
15,000,000 i
10,000,000 ~
5,000,000 - H H H
= H N N
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m Asset tracking

o Building control
m Healthcare

® Industrial

O Residential

®m Security

o Transportation

@ Utilities

m Vending
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SP’s Suggest HDW Options Limited

What are the most pressing technology challenges the M2M industry must
solve? (Selectup to 3)

Making low costdevices available (e.g.modules, modems) 51%
Establishing industry or de facto technology standards
Overcoming fragmented M2Mtechnology value chain
Enabling more granular intelligence in the IPbackbone
Integrating multi-modal devices and pre-integration devices
Completing 3G netw orkto achieve ubiquitous coverage
ldentifying an industry backed softw are developmentplatform
Other _ 89

Deploying 4G IPv6 netw orks - 6%
T T

0% | 10% 20% 30% 40% 50% 60%
Survey conducted by Yankee Group in association with RCR Wireless News in March 2008

M2M Carrier Strategies: The New Rules

Sponsored by: Presented by:

yankee yankee

the global connectivity experts




Industry Research: Cellular M2M Services

The Machine-to-Machine Index Give your
—- - opinion
Sizing Market Opportunities for your Investments Beta

March 08

| Average Module Price Module Revenue I
Get Started The average wholesale price for 2 module by technology. For more Information, see
Filter Market Data B
Market Data by Application $140.00
Market Data by Technology
120.00

Module/Hardware Data - :

-
Analyze Market Drivers v $100.00
Make your own forecast §
Definitions f_ $80.00

] @ 2/2.56
What Next? 7 " 3

2  $60.00 * WIMAX {2009)

]

v

g $40.00

od

g

< $20.00

¥ 2007 2008 2009 2010 2011 2012
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Marcus Torchia
Senior Analyst
Enterprise Applications and Mobile

Solutions
mtorchia@yankeegroup.com

For schedules, please

To trial M2M Index (Beta release) visit our web site:
please contact Justin Neville-Rolfe at

www.yankeegroup.co
jnevillerolfe@yankeegroup.com m
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57. Which non-traditional cellular device categories have the best prospect for high-volume sales in the next 3 years?

der B

Somewhat Neither Somewhat Response
Very Likely Likel Likely nor Unlikel Unlikely C:unt
y Unlikely y
Portable gaming devices ~ 46.0% (91)  34.3% (68)  9.1% (18) 8.1% (16) 2.5% (5) 198
Portable music players 50.3% (99) 36.5% (72) 7.1% (14) 4.6% (9) 1.5% (3) 197
M2M and/or telematics devi aq.
andlortelematics devices (€.9. 5 2o/ 50)  404%(79)  21.8% (43)  5.6% (11) 1.0% (2) 197
meters, cars, fleet vehicles, efc.)
Digital cameras ~ 26.5% (52)  35.2% (69)  18.4% (36)  15.8% (31) 4.1% (8) 196
Internet tablets/ultra-mobil
MICMELIAbIEISIUIra-MOble 40 4% (84)  39.4% (78)  111%(22)  5.6% (11) 1.5% (3) 198
PCs/other mobile internet devices
Payment/banking-oriented devices  27.0% (53)  36.7% (72)  15.3%(30)  16.8% (33) 4.1% (8) 196
Other categories notyetwidely 0 2o 01)  32.0% (63)  30.5% (60)  18.8% (37)  8.1% (16) 197
distributed (e.g. ebook readers) e e o = S
answered question 199
v
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