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Mobile: Net OPEX distribution Figh deares of ouisourdng & parnering

Brand, network quality & price level key in market
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Source: Nokia Siemens Networks’ operational efficiency reference benchmark 2008, 3rd update



Mobile: Net OPEX distribution
Growth markets

Other

5,5%
Support functions

Growth markets 14,9%
operators can expect
M&S, CoGS and IT
OPEX to grow on the
expense of Networks
and Support functions
OPEX as market
matures

Marketing & sales
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Cost of goods
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Fixed, broadband & cable: Net OPEX distribution
Mature markets

Other
10,3%

Marketing & sales

Support functions and Interconnect 31,8%

Other stand for 23,7% 13,6%
of net OPEX

Support functions
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IT Customer service
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Which departments have
delivered OPEX savings?
And who has not?
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Mobile
OPEX per customer 2005-08, departments

Growth markets
OPEX efficiency flat or decreasing —

Mature markets
The only department that has become

more OPEX efficient is Marketing & Sales
— partially because of more OPEX put

except Support functions, that on the
other hand is closer to mature markets

60 into CoGS 60 than other departments
50 50
40 40
30 30

EUR

20 \/__ 20
10 = 10 #
/_

0 O |
2005 2006 2007 2008 2005 2006 2007 2008
== Marketing & Sales (excl. CoGS) == Customer Service == Networks IT Support functions

Source: Nokia Siemens Networks’ operational efficiency reference benchmark 2005, 2006, 2007 & 2008 Nokia i _
(3rd update mature, 2nd growth) Note that operators within peer groups might vary year to year ety o
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Why customer loyalty is the
most potential margin booster
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Correlation between satisfaction and churn risk
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India Sweden Germany Philippines China Italy Hong Kong Taiwan

.. the higher the risk that a user will churn

Source: Nokia Siemens Networks’ Pulse end-user study, 2007/2008 H?:‘h%ﬂi’"’“‘



Churn is eroding margin in mature markets

EBITDA margin
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Source: 9m08 reports for operators with fiscal year ending December, 1HO08 reports for operators with fiscal year ending March [marked 1)]; T[RRI
Q1 reports for operators with fiscal year ending June [marked 2)] — if reported 18 November ﬁx\\“ i\



High churn has started to erode margins also

In growth markets Mobile, 9m 2008
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Q1 reports for operators with fiscal year ending June [marked 2)] — if reported 18 November ﬁi\\“ '
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High ARPU or low OPEX —
Which one is best for margin?
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High ARPU focus drives OPEX and lowers margin

In competitive mature markets

Mobile, 9m 2008
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~—~ Telenor, NO @KDD!I, P 1)
@’ @Rogers, CA @Bouygues Telecom, FR &
< Telus, CA@) @PoCoMg .
+— SoftBank Mo, .
5 40 o a, DK Trend line
erizon, ,US
E ) Bell Can\allda CA US. V( o e, NLl)uS
E W ataniya, KW. SF AT od y o%ofon oK
o Telefénica, ES @Proximus BE Bange. 1L ére|enor SE
P obistar, onera KTF, KR
5 Mo taOraan?FRQn m, ||_ .KSpnnt taelTﬁgmm KR
pa i dafone, UK 1)
8 30 K Tel MObSitilmSI ||sal:+EPT OM:bnzeNL
g O?aicgoerr]’ tarHub&T Mobile, AT
2 Vodafone, IT 1 . .o%éﬁ%ézl& @roieo. £
(] Vodafon 1 am B ele2, FR
x LMT, LviC @o2. oE ele2, CH
) T-Mobile, CZ@b6 Elez, St @rel2
> 20 N T-Mobile, S| LH%GR.T Mobile, UK Legend
< VodafonZVDdE 3 ez e @Tele2 . 1=Tele2, LU
q>') Taiwan Mob|le %’l\)/{} lusﬁgpumus "~ .Blte‘ Lv 2:Pe_lephone, L
] Orange, PL (o Era PL i:E/Ilza,fEE R 1
@ Telefénica, C 2" @4 @mgslm debitel, DE . . ~vodalone, )
o ey gt A @2 1R Trend line: EBITDA margin % lower [l il
10 ot fo.cL with higher ARPU customers 7-M1, 56 |
8=T-Mobile, HU
s, L@ S Us Influence of disproportionate Spamon HU
ouch, LB @ip operator, MK customer acquisition & retention L1=BASE, BE
costs driving OPEX per sub e L
14=Virgin Media, UK
0
0 10 20 30 40 50 60

OPEX per subscriber per month (€)
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In fixed/broadband, the curve isn’t bending
Mature markets, 9m 2008
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Margins overall high in growth markets

Thanks to low OPEX per sub

Mobile, 9m 2008
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Mobile: From voice to data
From handset to handset & laptop subsidisation

 Handset subsidies have decreased in mature markets

— Driven by lowered gross handset prices + operators’ ambition to use
subsidies with longer, higher value, contracts

e Outcome: Lower volumes of handsets sold
(also attributable to macro economics)
« Some of subsidisation has steered over to mobile broadband, though

— Represents a margin risk if trend continues as laptops
are more expensive than handsets

Nokia N96 a O€

AcCquista
clicca qui!

Nokia Siemens
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Fixed: From voice to data
From no subsidisation to router, HDTV & PC subsidisation

* In fixed voice, no subsidies were needed

 In the initial broadband market, operators could recover costs for supplied
modems & routers immediately

— Unlike in mobile, there was no end-user pull for new user equipment

* In mature markets, broadband growth comes from customers churned over
— And then operators try to create pull with new end user equipment

— Represents a margin risk if trend continues as TV boxes & PCs are more
expensive than modems & routers

Wireless Plus broadband
Get a HP laptop at no extra cost
when you join AOL Broadband

From just £19.99 a month
-includes AOL Talk Pay As You Go!

Free PlayStation3

When you go wireless with AOL Broadband

n ROLI‘GI’ wi-fi ¥ LUp to 8Mbps download speed - depending on your line and
location

v Includes AQL Talk Pay As You Go subscription
- now with weekend calls2 at no extra cost|

v Wireless router included

+ Free phone technical support when you call from an AOL Talk line dlick below to order online at
! The Carphone Warehouse
¥ No connection fee

v 40GB monthly download allowance Order now »
M

I Nokia Siemens
= Networks O
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...If you are in the driver’s seat

“We are not lowering prices
because we need to

...but because we can.”

D]

Efficiency Forum
Nokia Siemens
Networks
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The mature market example: Germany
Price erosion provided E-plus with an opportunity

In 2005, E-plus transformed their business:
* Multi-brand strategy [BASE, simyo, Ay Yildiz, YOUNI, Vybe] + partnerships [Aldi, VIVA, ...]

» Established itself as MVNE to numerous MVNOs and service providers
« Maximised operational efficiency — minimising subsidies, differentiating with price

2005-2008

+ .
trends* [EUR] EI)| us T - -Mobile vodgfme 02

(to 142) (to 109) (to 141)

Subscriber -64% +39p Not reported Not reported
acquisition cost (to 53 EUR) (to 96 EUR)

(blended)

EBITDA per own +120% +11%** -12%**

employee

Nokia Siemens
) ) Networks A
*) 2008 results for period up to September annualised P an
**) Assuming that 2008 headcount is same as end of 2007 as not reported since e A\



Total effective revenue per minute (EUR)

In Germany, effective revenue per minute has fallen
faster than any other market 2005 — Sep 2008

0,35

0,31
0,30 \

0,29

0,27

0,25 A

0,20 -
é

vodafone

8.1

0,15 A

Effective minute prices have been falling faster +
in Germany than any other mature market ——t 0,12 e~p|u5

0,10 1 But from a very high level; Germany was about the

most expensive market in 2005 — now it is mid range

T-Mobile does not report traffic levels

0,05 | Vodafone’s figures are Apr-Mar for 05-07 and Apr-Sep for 08
0,00
2005 2006 2007 9m 2008
Nokia Siemens
| Networks \\\\\.\“
*) Apr to Sep 2005 as no 2HO5 figures reported ‘ d=02 =@=Vodafone =4¢=E-plus ‘ e

**) Feb to Dec 2006



Most operators in mature markets drive total

revenue with minute price erosion 2007 - 9m 2008

20%
@ Omnitel, LT
@ Mobitel, S E-plus still has a positive top line effect of
effective minute price erosion
10%
@ Cellcom, IL
@® Orange, PL
@ Netcom, NO
0%+ PR TRy P
) Vougfone, ES 1) .Voqre}&(,)\lnep,_:_T @ Vodafone, NL 1)
o Claro, C® TelefonicalNg './ ele2, SE
% ' Sonera, Rl @ BASE,BE
R E W ! Orange, FR @ Partner Orange, IL
5 arEasTone, @ DaCoMo, JP @ +© Bell Canada, CA
o o2 @ o S & @ATaT, us 0N PTD g enel oo
Q AR s .)./\/IPnet, HR
E Telenor, SB) @ Telus, CA )
_ _ Wind, 0 sPosiBRE _— .
o Taiwan Mobile, T@§) KDDI, JP 1) "\gdafone, DE1) Si.mobil, Sl @ Telefénica, CL
'10 /0’ Vodafone, GR . O, HU E-plus, DE @
T-Mobile, HU/ @ "regen ' @ Telia, DK
] Proxi BBy Celcom, MY
® 3.HK mobilkom, AT l" ® Optimus, PT
@ Vodafone, UK 1) 02, UK @ T-Mobile, MK
@ sprint Nextel, US ® o2 Alltel, US@ ® DiGi, MY
@ Orange, Uk Total revenue increase
-20% | (elasticity ratio < -1)
@ LG Telecom, KR
@ SK Telecom, KR
Price elasticity = -1
-30% T T T 1
-10% 0% 10% ) 20% 30% . 40%
Traffic change NokiSeinane:
W
Source: 9m08 reports for operators with fiscal year ending December, 1H08 reports for operators with fiscal year ending March [marked 1)]; g ='-="".'m'-._‘."-"'-‘\"\"\\

Q1 reports for operators with fiscal year ending June [marked 2)] — if reported 18 November



The growth market example: India
Price erosion Is a prerequisite for growth

All major Indian operators have benefited from the price erosion

» Driven by an understanding in the Indian operator community that
affordability of mobile services is critical for growth ...

 ...and by a very high level of competition!

Operators like Bharti Airtel have been very focused on costs from start
« Using partners’ capacity for “non-core” to a high extent

Hutch
RELIANCe 5 Essar
° h - >
I A| r Communications > 586';

Anil Dhirubhai Ambani Group vodafone ADITYA BIRLA GROUP

2006—-2008
trends* [EUR]

Number of SIMs +109% +100% +134% +117%

Minutes of use +16% -17% -4% +16%
(to 530) (to 423) (to 386) (to 422)

employee SInee

*) 2008 results for period up to September annualised — all figures for mobile only Hglt‘\ia?usr;gmens

**) Using total headcount incl. fixed in 06 and 08 as mobile not reported separately — - .“ \
and assuming that Sep 08 employee count is same as March 08 '



Total effective revenue per minute (INR)

In India, effective revenue per minute is the lowest
In the world; erosion continues 2006 — Sep 2008

1,20

1,00 +——— \

PNfite! | 6

vodafone

0,80 -

RELIANCE o=
Communications

Anil Bhirubhai Ambani Group

0,60

0,40 - Effective minute prices have been falling faster

in India than what is typical

But there are growth markets that have had faster
erosion, e.g. Bangladesh and Mexico

0,20 1 India has, together with Bangladesh, the lowest
effective revenue per minute globally

0,00

2006/07 2007/08 1H 2008/09

Nokia Siemens
Networks

== Airte| =@=\Vodafone ==#=Reliance Idea n
*) Hutch Essar results for calendar year 2006 e

.............
..............




Most operators in growth markets drive total
revenue with minute price erosion 2007 - 9m 2008

30%
K-Telecom, AM @
20%
10%. 3 out of 4 Indian operators have a positive top line
® Telefonica, VE effect of effective minute price erosion
@® T-Mobile, ME
0f) husnnunnsnnsnninaunnunnnnnn R e NS I IS A S NSNS NN NN NN NN EEEEEEEEE AN NN NN NN NN EEEESE AN NN NN NN NN NSNS AE NS NG NN NN NN NN EEEEEEEEEEEEEEEEEEEEEEEE
0% g Buaren T
® % Telenor, YU
g VOdafon: ',:O;/ LA
Maroc Teleco I‘ o yivstar (ﬁ BR
ﬁ -10% - Vodafgne, TR Telecom F:\:r)sonal AR
8 Telefénica, Central A ™ B'c ARIBATUY Mr:( N
— Vod ,ZA s China Mobile, CN
a ° aComMTN, @ ;GIObUIM Telefénica, PE
ProMont ‘odafone EG 1) @® Vimpelcom, UZ
Vimpelc TeIefonchTéRRU '
-20% MegaFon, RIS @ Claro, BR
= Mobil @ Wobinil, EG
eliance Comm, IMég Turkeell, T Vimpelcom/URS, UA
Telefonica, Lo
© Vodafone, IN 1) , Bharti Airtel, IN1) @ .Vimpelcom, TJ
o ALy d © Idea Cellular, IN 1)
Comcel, C elcel, MX elenor, PK )
-30% Claro, PE @ Banglalink, BD
- o Uzdonrobita, UZ
@ Mobilink,
@ Porta, EC ® Esia ID Vip mobile, YU @
umc, UA@ N Vimpelcom, KZ @ Telefonica, UY
-40%- rameen Phone, BD
Price elasticity = -1 @ Telefénica, EC Total revenue increase
’ (elasticity ratio < -1)
'50% I T T T T T T T T T
-20% 0% 20% 40% 60% 80% 100% 120% 140% 160% 180% 200%
. Nokia Siemens
Traffic change Networks
Source: 9mO08 reports for operators with fiscal year ending December, 1HO08 reports for operators with fiscal year ending March [marked 1)]; g
Q1 reports for operators with fiscal year ending June [marked 2)] — if reported 18 November o
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Mobile data became a flat rate thing — for data cards
Better situation than in fixed data where it is all flat

lllustrative ’ Traffic Indholdspakker @

O () Musik - 49,00 kr./md.
online Playlister (ubegranset streaming af musik), radiokanaler,
MTV.

/ Cost
y O w2 TV 2 -19,00 kr./md.
Myheder, Sport, Finans og Gossip

O 9 Erotik - 19,00 kr./md.
Playboy, Erotica Club, Girls Media og Mens Media.

v

With flat rate, revenue is fixed, but costs variable

 What saves the mobile data situation is that most
users (95%) aren’t on a flat rate plan

— Only the data card users...
 ...and that data roaming adds revenues

O (’, Nyheder - 19,00 kr./md.
DR Tv-Avisen, Vejret og Berlingske

O '“' Sog og Find - 19,00 kr./md.

" Her er jeg, Find en ven, Oplysninger og Rejseplanen.

O t" Sport - 19,00 kr./md.
Premier League, Bold.dk og Ekstrem Sport

Fair use policy critical — but do operators dare

to enforceit? W e

» With the risk of unhappy users talking to media S e elias fende morsomme snimationsunverser mad mar
or clogging customer service

end 170 sma film.

Livstil - 19,00 kr./md.

Important to partner & up-sell content packages = istinr s g or e .
« And not just get the (increased) bit stream |

O Q 3Mobil-TV - 79,00 kr./md.
Med IMobil-TV kan du se live TV pa din 3Mobil i mobil HD-
kvalitet.

Nokia Siemens
Networks O

N\
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Bandwidth is not unlimited
but It has occasionally been sold as if it was

Changes done to one specific content site can dramatically increase
total bandwidth use

« Example from BBC iPlayer* introduction effect on Plusnet's** total traffic
* Most likely e.qg. intro of YouTube high quality can have a similar consequence

4.5 1 Total streaming (download) usage per customer per hour

Y1 BEAME iPlayer

BBC iPlayer launched Xmas day 2007

From 2M Byte to 3,5 MByte
per customer and hour —

5 30 in 1 month
s L/

S

73] 3

- 5 - 6pm
(5] i A

o 2.5 | —6-7pm
5 ‘l | 7 - 8pm
8 2 vy -A———H— -— - _g B ?gm
B \ - pm
o

L 1.5

>

m

=

0.5
*) high quality streaming of video and sound
P 1 month (January 08) _ *¥) An ISP in the UK
0 T T
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Benchmark against the best —
but don’t be blinded by unit costs
Correlate with strategy & differentiation

okia Siemens 4
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Having lowest unit costs is important
but critical only for operators who differentiate
with lowest cost

So if you differentiate with:
* Brand
» Market segmentation based offering
« Customer service guality
* Network quality
e Service innovation
» Data services experience

...there is a need to correlate quantitative findings with your strategy

If not done, all operators chase lowest unit costs without looking
Into the consequence for revenue, quality, brand, customer loyalty
and margin




Analysis steps in Nokia Siemens Networks’
operational efficiency benchmarking
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If you want to know more about operator
benchmarking — and follow-up steps — today

Please approach either of us:

Eddie Chan Malcolm Elliot Marko Fredrik

Head ﬁf efficiency Head of consulting Yli-Pietila Jungermann

consuting West & South Consulting Head of operator

Global Europe North Europe benchmarking
Global

Networks
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