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The Cisco Vision

changing the way we
work, live, play, and learn. ..

NI
CISCO

to shape the future of the Internet by
creating unprecedented value and
opportunity for our customers,
employees, investors and ecosystem
partners




Cisco Today...

World leader.in networking
equipment

Head officeiin San Jose;
California

$42.billion revenue(#241)
$SL70billionimarket:cap (#13)

70,000+ employees in 120+
countries
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Networked Economy 2.0

20
Market Transitions
Create New Opportunities + ormatio : !O 1 O

“By the time K's obvious... It's too lats”
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Technology Architecture
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Market transitions...

Connectivity... Network Enables

Collaboration [ Web 2.0

Video, Cloud, Collaboration, Virtualization AL

~| Network a3 the Platform 2006

New Market Adjacencies

§ | Network of Networks 2000

Key Industries / Transitions

Allln one Data/ Volea | Videa 1997

Music Movies

Books
News TV SPs

Airlines Pharma

Banking

Public Sector



Cisco’s New Productivity Journey
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Collaboration Acceleration Within Cisco

min P08 A ' 481 units
Up 64% just : (+142% in FY08)

_ $265M in travel
in Q4! 500+ new users savings!

per week!

Travel Saving

Collaboration

Over users
viewed C-Vision o
videos over Wikis —
100,088 1.6 MILLION
times! ; 24,000 threads and

page edits messaqes et it
e ———— Up 89% in 9 Connect with
Video Sharing pFY080! Up 95% in Q4!

Web 2.0 Content Group Discussions




Video: The next

Voice




a “Video Is the next Voice”
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Gartner - Video Telepresence Wilssl -
2.1 Million Airline Seats Per Year by

i

Fublicatie :NRC NEXT
Datum - 13-10-2010 Oplage - 83.369 Advertentiewaarde € 21980,00
Pagina - 20 Frequentie : 5x per week Regio - landelijk

Het lljkt alsof je samen |
aan één tafel zit

Dat komt omdat alle openbare virtuele
vergaderzalen van Cisco wereldwijd identiek zijn

' i ! als deapparatuur. De camera’s leggen kunnen enkel contact maken met
» Eerst ‘?““klﬁ met cul{;zga S niet alleen de vergadering vast, maar  rpimtes die gebruik maken van Cis-
cen hok inom tevergaderen.  zpomen ook in op degene die op dat co's systeem. , Hun zalen zijn wel heel
Later zat je met meerdere Hl?HrTiﬂﬂﬂt Eim h;i:l’fﬂﬂm is. de effecti luxe. Maar wij zijn daarentegen ook
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per gsm der weg of op hun mobieltjeomdat ze  Sence locatie is Ivalgens vergaderdes-
constant in beeld zijn”, zegt directeur  KUNdige Wilbert van Vree ,een logi-
schijnt tien minuten voor het einde 9P afstand die halverwege de jaren
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Dynamics of collaboration

Meeting needs

Face-to-face

Social interaction to
build relationship

See reaction and
body language

Present and
edit documents

Discuss issues Audio
and actions

Simple clarification

0 1 2 3 4
Meeting duration (hours)




What's Driving Video Collaboration and Cisco
TelePresence Adoption

Travel for Global Collaboration

= How far can you travel in a day?

» How many companies can you reach?
» How can you cross cultural barriers?

Budget Cuts... doing more with less

» How do you find new efficiencies?

= Can you be in the office and at the customer?
» How do you leapfrog the competition?

Being Away... from home and the office

» How is meeting more also living better?

» How many nights at home can you give to your team?
» What is your carbon footprint?




Cisco’s Strategy
TelePresence for Everyone, Everywhere

Public Suites

Business to Business
Business to Consumer

Consumer to Consumer
Desktop Consumer

Benefits of an Integrated Architecture

Comprehensive Interoperability Virtualized Collaboration Social Networking Interaction
Security, Scalability, Reliability New Business Models New Ecosystems




Cisco TelePresence
Market Momentum October 2010

550+ Customers with 3500+ Rooms

= The top four global investment banks




Global Market Share : Q1 CY2010

Personal Life Size
_om ’
\
Q110 Desktop TelePresence Shipments -
100% = 8,242 Systems Q110 Immersive TelePresence Shipments

100% = 482 Systems

All Others
2155
26%

All Others
155
32%

Cisco
327
68%

Market
Leader
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Introducing Cisco Umi
The new way to
be together.

Meet umi »

B
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Public TelePresence




Introducing the
Cisco TelePresence Suite
2. 3979 Freedom Circle

; m Santa Clara, California

1 CTS 3200 Room
2 CTS 3000 Rooms
4 CTS 1000 Rooms



Public Cisco TelePresence Suites Locations
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Public Cisco TelePresence Suites
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http://www.senusion.com/home

TCL is developing a global Demand Generation Program
to fill all rooms on the network

CHANNEL DEMAND GENERATION PROGRAMS/ BENEFITS
Tata Communications

Corporate Sales Force working with Fortune 500 accounts globally

MiE LS Lancering Publieke Telepresence
He Fublieke Telepresence in Amsterdam 14 oktoher start publieke Telepresence |
In samerwerking met Cisco M Donderdag 14 oktober a.5. wordt bi] Amsterdam Bright City de eerste publieke
Comrml
le eerste publieke Telepreser
Ci

eze ruimte Is gehouwd bij

STEB BT WE

F See Details
¥ Rre Datails

Cisco =  Global corporate sales force offering public TP conferences to

atfran]n, selected accounts.
CISCO



http://www.carlsonwagonlit.com/en/
http://www.whygo.eu/

Strategic rationale for

Airlines




The “new” world requires a different strategic response
and additional knowledge and competencies

Key drivers of change
(outside-in)

(R)Evolution of Technology;
Connectivity as game changer
- Customer Technology. WEB
technology /cloud/bio/nano

Demand for differentiated
travel?!

Gravity moving East! (Growing
Middle class Asia!)

Sustainable Business Model->
Alternative Energy

Strategic response
(inside-out)

nAAE

“connected”
airline/groups!

-Flight
- Intermodal
- Personal
- towards Society

4 /ol

What must we develop?
Choices to be made !
(new competencies)

Gain proprietary insights into
the behaviour of (emerging)
customer groups

Use technology to connect
and drive innovation and
differentiation. Develop
architecture for full connected
world

3. Leveraging strengths
“customer database & brand” in
current & future markets

4. Develop new “alliances” &
partnerships enhancing open
innovation and co-creation.
Insights and follow through on
“Multiple World differentiation
opportunities




The TelePresence opportunity

‘Rapidly-maturing virtual collaboration technologies such as
TelePresence are also impacting travel by offering substitutes for

how people connect.
*69 percent of companies agree that these technologies have the potential to significantly

reduce the number of flights taken by their organizations.
*Conditions are ideal for the incubation and growth of technology substitutes for air travel.

* 64 percent of American senior business and technical decision makers are considering

telepresence investments over the next 24 months.
* The immersive experience of TelePresence offers a realistic substitute for in-person
meetings, helping telePresence utilization surpass traditional videoconferencing by a

factor of 10

*Airlines are well positioned to work with their hospitality, travel, and
service provider partners to benefit from these trends

‘Expanding to value chains transporting people to connecting
people, utilizing TelePresence to provide adjacent business
opportunities, innovative airlines will maintain revenues during
travel disruptions and achieve even higher earnings during times of

normal operations.




Revenue Impact Public TelePresence by 2019

*Cisco IBSG sees airlines earning

0
3% of the total revenues from the Public TelePresence Revenue Opportunity for

TelePresence market in the next 5 Airlines
years, and 5 percent of revenues by
2015. .00
43,000 ‘

-Costs and traditional barriers to Tl /
entry for this new disruptive B /
technology will come down quickly | | s
as market adoption and penetration | ¥ / T T Resn
rates increase - /
‘The user experience will continue | 7

. 10.000
to improve o -
*In 2020, $2.2 billion of potential U'UUL;:u:ea T
revenue upside exists for just

selling pubic TelePresence with
margInS between 52 and 58 percent Source: Cisco IBSG Economics and Research, 2010




An Opportunity Emerges: Public TelePresence

Exploring New Approaches

In response to these challenges, airline executives have implemented a number of tactically-oriented

changes in three main areas:

1) unbundling services such as charging for food and extra luggage,

2) reaching out to ecosystem partners to offer new services like ringtones, and

3) adding technology services including Internet access while flying. While these changes have had a
positive impact, the magnitude of the challenges requires a more strategic approach and a
fundamental re-architecting of the airline business model.
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Benefits

*Revenue impact of TelePresence on business air
travel is presently marginal, the technology offers
a first-mover advantage as well as new revenue
opportunities.

«Cannibalization impact will be just 2.1 percent or =
$14.36 billion of airline revenue by 2019. 2200
*Airlines can, however, offset approximately 30 -

1]
3
3

Revenue Impact of Public
TeiePresence by 2019
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[£%]
3
3

>V . ! . 2100
percent or $4.26 billion of this loss with public =
TelePresence room service offerings by 2019 = 0 — ,
ol d TeleP I tuallv i Aidine industry revenue TelePresence TelePresence public Total
ncrease elerresence use coula eventually | {EUR milion, 2018 cannibalization impact  room revenue for aidings
Increase travel in some segments estmate] (base] (based on AF KLM)

Revenue Impact By Categoryin Year 10 {2018)

Source: Cisco, IBSG-Economics and Research, 2010



The rationale for this business case NOW is twofold

1. Strategic relation to current 2. Airlines can play a significant role, thereby
business only improving longer term sustainability
» TP will replace part of business » Strong assets: distribution, network
» Itis happening as we speak (Philips, Shell) intelligence, customer base and brand
> Is arealistic alternative to travel » Hedge against longer term cannibalization
»  Gartner expects TP will replace 2,1 M risk

airline seats by 2012
> 67% of travel managers indicates they will > Business case has both short as long term

stimulate videoconferencing potential
» TPis a logical extension of the business > Firstairline mover advantage is key to get the
best business case and highest value creation

»  Address meeting needs not just travel

needs »  Vice versa is valid too: If we wait too long, the

opportunity is probably gone forever.
» Become ‘the most connected airline’ PP yisp yg

" v'

Airlines can move in this Innovators needs to do it NOW, but
business and learn about it exposure/risks need to be mitigated




EBT margin of Public TelePresence can have +5%
Impact on total revenues

Airline industry gross margin ~ TelePresence cannibalization TelePresence public room Total
(USD million, 2019 estimate) impact margin for airlines

Airline Industry Margin (USD biIIion)
S =~ NN W P~ O OO N

Margin Impact By Category in Year 10 (2019)

Source: Cisco:IBSG Economics & Research Practice, 2009



Airlines have hidden strategic assets that can provide
competitive advantages in this new market

Categories Airlines’ Strategic Assets

Customer Bases Largest airline in the world

+250 global accounts, 1,500 key accounts, 25,000 small-to-medium
enterprise (SME) accounts

Customer Intimacy *One of the largest frequent-flyer programs in the world

*Approximately 12 million business customers that travel to more than
240 destinations worldwide with intimate knowledge of flying patterns
in target segments

Partnerships *Air-Miles” partnerships with many of the leading hotel chains, rental
companies, and travel agencies globally

Physical Networks sLargest airline network consisting of 240 destinations worldwide
«Strategic hubs at Charles de Gaulle airport in , and Schiphol airport in
*Significant presence at 's Heathrow airport

*Recently upgraded their entire aircraft fleet which now includes more
than 569 planes

Brands sInnovation industry leader, experience with lounge branding
*Emerging strategy to connect people in the broadest sense

Real Estate *Established city and airport offices in 240 destinations




Airlines need to rely on a mix of partnerships in the hospitality, travel,
service provider & technology

Asset Categories

Hospitality
Companies

Strategic Assets

*Real estate and rooms at highly-accessible locations
*Staffing at TelePresence locations 24 hours a day, seven days a week

*Sales & Marketing expertise and resources such as website reservation and customer
loyalty programs

Travel Firms

*Go to Market

Service Providers

*Unlimited connections between third-party rooms enables a “network effect”
*Hosting and management of telecommunications & TelepPresence infrastructures

*Concierge services including meeting scheduling, booking, user assistance enables
TelePresence reservation and inventory management

*Help desk management and support for technical and billing enquiries

*Reporting including usage and performance, billing and financial metrics, travel
avoidance, and environmental impact

Technology
Companies

*Business innovation leadership and technology improvement
*TelePresence systems and processes as well as experience with setup and operation

*Telecommunications carrier partnerships and market overview enables “network effect

*Extended enterprise relationships and franchises allows for connections to third-party
rooms

*Sales, marketing, and branding expertise and resources




Developing a Public TelePresence capability.

1. Align core strengths

*Marketing, sales, and branding power (including loyalty programs.
*Operational knowledge—.

-Partner networks in the hotel, hospitality, and travel industries—
*Booking and concierge

*Virtual community

2) Enter new value chains

Collaboration Targeting
& Customers Professional
. Real Estate .
unified & value Services

Comms. Proposition

Dynamic Utilization
bandwidth Monitoring &
services Billing tools

gquipment Provider twork Management

\ A A J \ A J
Y NV Y Y oo
Technology Telco (SP) Managed Connectivity Provider Location Airline
Provider Partner

3) Build partnerships to enable new services

=Capturing the mind- and wallet-share of customers who need to connect and collaborate with other people to
get their jobs done, as well as stay in touch with friends and family.

=Staying connected while travelling internationally or even as an alternative to travel, however, is still a
challenge. Roaming issues, broadband connections, and access to online entertainment all make it difficult to
stay connected.

=Currently, this market is dominated by telecom service providers that, in general, earn extra revenues from
their travelling customers who are using their services abroad. Airlines’ frequent flyer databases could be
highly attractive to service providers wanting to develop global connectivity services.




Driving utilization to the max, at acceptable
price levels, is key in the business model

Cash flow sensitivity analysis Profitability sensitivity analysis
Cumulative cash flow end of year 5 in € mio EBIT margin in year 5 in percent
Average rate Average rate
p/hi(€) p/hi(€)
Averagq 300 400 500 600 700 800 Average 300 400 500 600 700 800

utilisation
30% [TV -25%
35% -35% 16%

40% [EEEPACY  14% BN/
45% 28%| 40%

GG 22% | 39%| 49%

30



Conclusions




Conclusions

= Although headwinds are abating, the airline industry will always face challenges to
business profitability and continuity from economic, environmental, and political
events.

= Fortunately, technological advances, especially in the area of TelePresence, are
now making it possible for innovative airlines to transform their business models
from transporting people to connecting people..

= Airlines can increase revenues while reducing the competitive threat of new
technologies that, over time, will decrease air travel.

= For airline companies seeking telltale signals for broad market adoption of this
non-traditional opportunity before getting started, look for the following seminal
events.

» Broad adoption of TelePresence across Global 500 enterprises. The top 100 companies already own or have plans
for implementation.

» Hospitality franchises announcing entry into public TelePresence suites across their businesses and meeting
properties.

* Temporary office providers shifting from video conferencing to TelePresence in meaningful numbers.

* Non-traditional enterprises joining the fray with innovative models for business and personal TelePresence
interactions.

= Airlines that aspire to harness the market in the early stages should prepare now
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But first, are we..... “transporting
businesses” or “
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