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Technology Executive Connections Shaping digital convergence through M&A

About the survey

To capture the convergence insights of fast-growth companies,
PricewaterhouseCoopers conducted both a written survey and interviews
with more than 40 start-up technology companies throughout Europe.

The survey questions are listed at the top of the following pages, with the
survey results listed in the charts below.

Please note that totals may not add to 100% due to multiple responses
and/or rounding.
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Which types of companies face the most compelling opportunities from digital
convergence over the next five years? Select up to two responses.
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How strongly do you agree or disagree with the following statements?
Rate on a scale of 1 to 5, where 1 = Strongly agree and 5 = Strongly disagree

100%
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0
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m4
50% o3
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30%
20%
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Digital convergence presents us Digital convergence presents us  Digital convergence presents us
with significant strategic with significant strategic threats. with significant operating
opportunities. challenges.
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Which of the following statements best describes your company's overall role in the
evolution of digital convergence? Please select one response only.
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We are a principal driver We are an active The impact of Convergence affects many Conwvergence is not an
of convergence. participant in conwergence for our of our processes, but not issue for us.
conwergence. company is not yet clear. significantly.
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Which of the following will be the most likely sources of significant innovation in digital
convergence? Select up to two responses.
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Within the scope of digital convergence, what do you believe will be the most likely
sources of revenue growth for your company over the next three years?
Select up to three responses.
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Which of the following are the greatest impediments to the realization of convergence-
driven strategies at your company? Select up to 3 responses.
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technology standards
Slow adoption rates for new
other end-users
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reluctance to alter existing external
revenue models (sales)
The lack of end-to-end solutions
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products/services among consumers and
Hesitancy to share technology within

Lack of interoperability owing to competing
Inflexibility of our own company's existing
internal revenue models (allocations)
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Which of the following are the greatest impediments to the realisation of convergence-
driven strategies at your company? Select up to 3 responses.
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If your company were to pursue a significant merger, alliance, partnership or
acquisition, what would drive the decision? Rate on a scale of 1 to 5, where
1 = Major driver and 5 = Not a driver
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If your company were to pursue a significant acquisition, which of the following
segments are most likely candidates? Select up to two responses.
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Over what time-frame is your company likely to be involved in a significant
convergence-driven transaction such as a merger, acquisition, partnership, or
divisional spin-off? Please select one response only.

50%
44%

45%

40%
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30%

30% A
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Within one year Within three years Within five years We are unlikely to be involved in
any signficant convergence-
driven transactions.
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In which areas of your business will anticipated convergence-driven transactions affect
the following elements of your corporate strategy? Rate on a scale of 1 to 5, where
1 = Significant impact and 5 = Little or no impact
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In terms of financial issues, what do you view as the greatest challenges for your
company prior to convergence-related mergers & acquisitions? Select up to two
responses.
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Assessing the quality of Assessing the quality of Optimising the timing of a Accurately valuing Other
the target company's assets and cashflows transaction organisational synergies
financial data
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In terms of financial issues, what do you view as the greatest challenges for your
company after convergence-related mergers & acquisitions? Select up to two
responses.
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Attaining a post-deal Standardising Integrating financial Integrating/optimising Achieving Sarbanes- Other
share valuation that ~ accounting policies reporting financing and Oxley alignment
accurately reflects treasury operations
the value of the
merged companies
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In terms of technology issues, what do you view as the greatest challenges for your
company relating to convergence-related mergers & acquisitions?
Select up to two responses.
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20%
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10% 5%
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0% . .
Identifying acquisition Integrating existing Integrating R&D  Evaluating the degree Evaluating potential Other
targets with technologies and to which competitors ~ patent or process
appropriate/desired technology-driven supply or signficantly infringement.
technology processes to deliver influence a target
capabilities new company's
products/senices technological
capabilities
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In terms of culture, customers or other remaining significant issues, what do you view
as the greatest challenges for your company relating to convergence-related mergers
and acquisitions? Select up to two responses.
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Integrating Retaining key Optimising Integrating Integrating Managing Managing Developing an Other
cultures personnel customer marketing to business potential customer optimal allocation
retention capitalise on  development and customer relationships of costs and
cross-selling marketing to cannibalisation  (w ho "ow ns" revenues to
develop and sell w hich maximise
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Regarding partnership and alliances, what do you view as the greatest convergence-
related challenges? Select up to two responses.
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25%
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10%
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Protecting Establishing Collaborating Managing Optimising the Optimising the Managing and Ensuring Other
copyrights and  responsibilities  w ith companies customer value of value of brands protecting data compliance
intellectual of the respective that may relationships customer data amid multiple flow across
property parties ultimately be amid multiple amid multiple partners multiple
acquired by paratners partners enterprise
competitors applications
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If you were to add up the market value of highly-likely convergence-driven transactions
by your company within the next five years, what is the total? Please select one
response only.

80%

74%
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21%
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[0) -
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Up to $50 million Up to $500 million Up to $1 hillion Up to $5 billion More than $5 billion

Start-up companies survey results
PricewaterhouseCoopers



Technology Executive Connections Shaping digital convergence through M&A

How might or would your company plan to finance the above convergence-driven
corporate transactions? Select the two most significant sources.
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To what extent do you agree with the following statements relating to digital
convergence's impact on your company? Rate on a scale of 1 to 5, where
1 = Strongly agree and 5 = Strongly disagree

100%
90%
80%
70%
60% B 5 = Strongly disagree
u4
50% o3
o2
40% O 1 = Strongly agree
30%
20%
10%
0% : : = : : e : :
Convergenceinour  Antitrust regulators are We are reluctant to Convergenceis forcing We are strengthening Our agreements with  Convergence is creating
industry is inhibited by severely inhibiting collaborate with us to accept significant safeguards of partners adequately situations in which our
alack of widely opportunities to exploit  external partnersor  degrees of cooperation intellectual property in account for and protect internal
applicable standards. convergence. alliances owing to the  with our competitors. situations of intellectual property  divisions/subsidiaries
risks of devaluing our cooperationwith our and related assets. must compete with one
own technology competitors. another.
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Over the next five years, what is the most likely and most significant
effect of digital convergence on you industry?

New winners and new losers will emerge based on strategic decisions made.
Consolidation

Mass market and individualisation

High growth

It is the only way to future growth and profitability.

Strong reduction of players, franchising operations

Repositioning of power between content-owners, broadcasters and distribution

The digitalisation of the operational part of the processes, plus integration of subprocesses
in supporting services where they have no synergy now.

To have anytime, anywhere, any kind of information at hand, and to keep all this running,
most of all to find the information you are looking for

A much more complex infrastructure picture with many unknown factors outside our control

The complete change of the business model for the telecom service providers: how are
they going to react to new converged Internet companies like Google, Yahoo or E-Bay?
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Strong integration among players
Significant growth
Change of user behaviour

In our opinion the most significant effect will be cross-market convergence, integrating
current unrelated segments

Decrease of costs and increase of speed in operational processes
Migration of our business to new high-added value segments
Machine 2 Machine

We foresee a major change in the way content is delivered to the consumer. The
change is coming and most companies are not prepared for it. It will change the way
products will be showcased to us and eliminate a lot of middle men that have benefited
from this for years. Knowledge is the new commodity and the people with this
knowledge of convergence will be in the forefront.

No effect
We'll have to make our product offering broader to cover a wider area of application.

Explosion of consolidated information storage management and user mobility demands
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Which of the following titles describes your job best?
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What is your main functional role?
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Shaping digital convergence through M&A
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What type of company do you work for?
60%
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What is your company's annual revenue?

120%

96%

100%

80%

60%

40%

20%

4%
0% 0% 0% 0%
0% +— B

Over $10 bn $5 bn to $10 bn $1 bn to $5 bn $500 m to $1 bn $250 m to $500 m Under $250 million
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