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mobile payments Iin ltaly

Posteitaliane

Poste Italiane, launched remote P2P (peer-to-peer)
mobile payments
= payments between PostePay customers
= e-topup of Prapaid accounts
= SIM based service

Nov 2007 PosteMobile, the MVNO launched by Poste ./
4

Feb 2008 Telecom Italia announced launch of remote
P2P payments by end 2008
— SIM based —— TELECOM

— partnership with Banks ITALI

Feb 2008 Noverca (Acotel group) signed

an MVNO agreement with a “primary Telco

operator”, in the frame of a partnership

agreement between Acotel and Intesa ngverca e
San Paolo see the next future NCOTEL

INTEMA || S\NPAOLO
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Mobile Payments: alternative models

CONTACTLESS REMOTE
PAYMENTS PAYMENTS

concept handset - payment tool payment - mobile service
. Japan (Felica) Philippines, Asia, Africa
success stories EU: deployment started on 2007 EU: Poste (Italy), BASE (Belgium)
pioneers Sony, NTT Docomo PayPal
standardization | GSMA (Pay-Buy mobile), NFC Forum GSMA (MMT)
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Mobile Felica (Giappone)
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Mobile Felica, results

=  Penetration: 50% [end 2007]
— share of handsets Felica enabled

= Usage: 30% [end 2007]

— users with a Felica-enabled handset that used mobile
Felica at least once

= Roll-out & ROI

— 1997 first Felica card (Hong Kong)

— 2000-01: Felica infrastructure (R/W, cards) operating in
Japan

— 2004: Felica Networks start-up / launch of Mobile Felica

— 2007: break-even for Felica Networks

= 4-5 between infrastructure deployment and mobile launch
= 7/ years to Mobile Felica break-even (Felica Networks)
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Mobile Payments: alternative models

CONTACTLESS
PAYMENTS

REMOTE
PAYMENTS

technology NFC SMS, http
SIM J s k=
HANDSET W Gl
POS (RW) IV el
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Mobile NFC vs. Mobile Felica

Share of NFC handsets / total global base

mobile NFC will take >5 years to become mass market

: 50% Sov by 2005
= Mobile NFC based on
Felica model
— F6|ICa e NFC 35% Z:T::;Trih 2006
— Felica Networks < TSM 2%
] 2506 Estimated Penetration 259% by 2011
- 15% by 2012 Y (TP
Complex value chain 20 Zwby2013 [
— TSM (3rd party) role 15% /‘ e
— Mobile Operators’ role 10% P
due SIM ownership L
0 = 4% by 2012
= Unclear business model
Source: Greenwich consulting for Ericsson
for Telco
= CONCLUSIONS
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Mobile

Payments: alternative models

CONTACTLESS
PAYMENTS

REMOTE
PAYMENTS

technology

SMS, http

S () sz
HANDSET Y Gl

POS (R/W)
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Client-Merchant
F2F transactions
e.g. taxi, kiosks

Person-to-Person
P2P informal transactions
parent - child
friend = friend

Payments
P2M transactions
e.g. m-parking, m-gov, m-commerce

=
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P2P mobile payments:
key end-user requirements

Person-to-Person
parent - child
friend - friend

Paym ents
m-parking
m-gov, m-commerce

Client-Merchant

taxi
kiosks

(MONTHLY) ACCOUNT
REPORT

(OPTIONAL (OPTIONAL (OPTIONAL
PIN BELOW 20€) BELOW 20€) BELOW 20€)
SIGNED RECEIPT NOT NEEDED J J
Rl el 27 NOT NEEDED NOT NEEDED J

TRANSFER
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P2P moblile payments,
Implementation options

SUPPORTED USE CASES \

~
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PosteMobile architecture MPGW

AT IS the key
6. Support for l\\ Celg\tll.lr:::llcl)ilatlon 'Il
ty component

= real-time notificationg N S

N

- ~ u
u
|
|
) A - -
Mobile Operator / - - _
network ; o oo
- v
cryptographic .~ 3. m-payments G
S~ \ tunnel 7 [MPGW]
1. SIM + ~ao ' 2 T /
. ~ |
SAT client ~< \ -7 .
S \ -7 -
S N » s ]
LA, -
2. security QIR V-
infrastructure — —
Tees . AMLICFT
/ transaction — reporting etc.
' processing T
1 system < ,”
_ T 4d.e-wallet .7
Solution features | \ T
. SIM based (128k, RSA) 5. transaction back-end system
. asymmetric keys model (WPKI) etTTTTs emTITT
. SAT client as user interface ;~ Fraud ™ ERP ™
. support for RT and guaranteed ' prevention. F'”a{‘C'a‘ ;
SMS notifications N Sysem
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m-payments business models:
decision tree for MNOs and Banks (sample)

MNO to
apply for license
and setup EMI
etc.

rosie \ 1 /'] _[INTESA [1] SNNPAOLO
NOvlle

MNO to
become

MNO ownes

1 @ scen. |M-pay |Trans. Sales scen.
EMID customers ﬁ GW processing |channel |CC # Bank to
Bank as Service 1 [MNO  [MNO MNO  [MNO 1 W

become

i MNO or |Bank MNO or [MNO or A
Provider 2 |Bank Bank  |Bank 2K/ MVNO
: — Bank Bank Bank Bank c
define ETELECOM |}y o [Bank [Ban ank  [eank | 3¥ partnership

partnering
model with
Bank

no

74 UniCredit

fair
partnership

partner
model

Bank ownes
customer
Bank as MVNO

—
= | ELECOM

ITALIA

(1 EMI = E-Money Institute (IMEL in Italy)

. . . Note: Tl and Banks position desumed
2 MNO acting as service provider for (small) banks

based on public information
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Business models taxonomy

Scenario 2 Scenario 4
MNO-driven Bank-driven
partnership partnership
Scenario 1 Scenario 3 Scenario 5
MNO - IMEL 3rd party driven Bank = MVNO

interoperability

complexity
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Mobile Operator (MNO)

CA

dealers
= MNO acting as EMI (E-Money Banks perspective
Institute) or Payment Institute? = Pros
= panking license, e-wallet and — opportunity for co-branding
back-end setup up to MNO and transaction processing

= 100% investments up to MNO
= Cons
—  competition increase
— Banking system cut-off from
m-payments market
development

- 1since 2010
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Scenario 2

Mobile Operator (MNO)

Bank(s)

network

MNO acting as turnkey
m-payments service provider

Bank acting as Financial service
provider

Interesting model for small-
medium Banks and possible
start-up model for large ones

Investments mainly up to MNO

Ericsson Confidential 24

Banks perspective

=  Pros
—  churn reduction
— service differenciation
— limited investments and risks
— using MNO franchisee
network may be an option
= Cons

— no interoperability

—  partial control over user
experience and add-on
services

Planet Card 2008, Milan 2008-03-13 ERICSSON Z



MPGW

Banks
wallet
CRM
MPGW wallet
CRM
wallet
MPGW
CRM
Bank
. teller sys
agencies

Trusted 3rd party acting as
Interoperable Service Centre

Naturally evolving towards
Mobile NFC ecosystem

Investments shared between
MNOs and Banks

Banks perspective

Pros

Cons

only scenario to guarantee full
MNO/Banks interoperability
open model allowing any role
= MNO - IMEL
= Bank 2> MVNO

complex provisioning, service
activation and assurance
complex agreements negot.
critical value chain and
business model at start-up
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Mobile Operators (MNOSs)

Banks L CA

Bank distribute and control MNO
SIMs without becoming MVNO

— customer still retain existing
MSISDN, tarif plan etc.

— only m-payments application
Is managed by the Bank

Likely target scenario for large
Banks

Investments mainly up to Bank

Banks perspective

Pros
—  churn reduction
— customer ownership

— control on user experience
and add-on services (e.g.
m-commerce, m-taxes)

— focus on core business
cons

— difficult to negotiate with
MNOs
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Mobile Operator (MNO) Bank acting as MVNO
‘ . i
= Sl MPGW
@ wallet
secure CRM ,
tunnel CA
Dealgrs’ Bank o
net rk agen ios eller sys
= PosteMobile service model Banks perspective
= MNO acting as “dumb pipe” =  Pros
= Banks acting as MVNO —  churn reduction
—  full-service model —  full customer ownership

—  full control on user
experience and add-on
services (e.g. m-commerce,
m-taxes)

=  100% investments up to Bank

Cons
—  high level of investments

— MNO swap requested to
customers

=
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Ericsson P2P Payments solution

offline registration & @ gﬁ
process _

Registration svr

teller
systems

L

transaction
processor
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m-payments
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\
MNO

domain
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why Ericsson

=  Standard-based WPKI solution

= Flexible and future proof: ONE platform supporting
— remote P2P payments
— mobile remittance
— mobile top-up
— multiple business models
= internal and external e-wallet
= MNO centric
= Bank centric
= 3rd party centric

= Scalability
— just 1 or 2 SMS for transaction

=  SIM-vendor independent
— multiple SIM vendors supported, lower costs

= Evolving as TSM in a Mobile NFC ecosystem

=
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Conclusioni

= mobile payments: contactless (NFC) vs. remote
— mobile NFC > 5 anni
— remote payments (P2P) e partito
— consenso su soluzione SIM-based

= modelli di business
— Telco-centrico
— Banca-centrico
— 3rd party-centrico

= [Fattori di decisione
— propensione all'investimento
— customer ownership
— catena distributiva

= Evoluzione del mercato
— start-up: modelli semplici
— interoperabilita e roaming fondamentali nel lungo tert
— numero limitato di tecnologie e vendor candidati a div

“standard”
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