





Spenceley is likewise unhappy with the information out on NBN Co's $11-bilion deal to use Telstra's copper and
push the telco's customers on to the new network

"There's a ot of hesitation about what the deal actually looks like.” Spenceley says.
"And for Telstra shareholders, it's important. What's going to happen to the cash? When wil it come in?"

Vocus's Spenceley and Telsyte's Coughian give mixed views on whether the NBN will proceed. While Coughlan
says even a change of Government s uniikely o hold back the tide (and argues that, If anything to save costs,
the fibre component will all from current pians for 93% to around 80%), Spenceley says the project s not a fait
accompli

“It's hard to predict f it wil go ahead in its current form, or at all 50 it's hard to invest around that,” Spenceley
says.

But despite his passionate views on the project, Spenceley concedes the project is popular for the many
Australians who simply want faster broadband.

“Things are going really well in the teico space. but itd be great to get some certainty on the NBN."
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'While Vocus might be finding it harder to do deals, for Horden Wiltshire, chief executive officer of Mnet Group,
the M&A activity is hardly slowing down — last week the Sydney-based company announced the sale of a
subsidiary.

Mnet wil sellits marginal Ring Back Tones Australia business for $3.6 million, including at least $1.6 milion in
cash, saying it infends to focus on the higher-growth segments.

Mnet, whose clients include carriers and media companies, provides mobile offerings for different viewing
devices. Telstra, Yahoo! and Alcatel-Lucent own stakes in the business.

‘The company says the opportunities in mobile advertising are real, large and imminent According to Wiltshire,
while companies can "mobilise their content" in-house, by for example developing their own iPhone app, Mnet
delivers "scalable” solutions that take into account different platforms such as Pads and Android.

"Its part of our value proposition — there's a lot more complexity on mobile, and therefore there's an incentive to
outsource.” Witishire says.

Even telcos Telstra and Vodafone look for outside help, Wilshire says. "You can see that's t's obviously not
‘easy, otherwise they would do T themselves "
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And he expects smartphone penetration to reach 100% over the next few years, giving everybody the abilty to
watch video on phones.

“Over time, people will be spending more time on their phones, on the intemet, and on their tablets as well,"
‘Wiltshire says.

“This not only bodes well for advertising — with Wiltshire pointing out that in Japan mobile advertising is on track
toreach the same levels s radio advertising — but the desire for specialised mobile offerings.

He says the Apple iPhone, rather than the NBN, was the game-changer for his business.
*The IPhone and Android, they transformed the industry,” Wiltshire says.

As for NBN, Wiltshire says f it were cancelled tomorrow. it would have no difference to its business, although
down the track the project could deliver some opportunies.

And in regards to M&A, Wiltshire says there's no doubt the mobille internet sector will continue to grow, and
Mnet will continue to look at opportunites.

Telesyte's Coughlan is upbeat on the prospects for Mnet Group, which came in 11th on the D&B growth fist.

“Mnet s in a growth sector and has a good diverse range of customers," Coughlan says, adding he doesnit
‘expect the mobile applications area to siow down any time soon.

A changing industry

Coughlan, former vice president of wireless networks Australasia for Alcatel-Lucent, sees a number of other
changes sweeping through the telco sector in the coming year.

For example, he says companies specialising in voice over intemet protocol might be vulnerable as the NBN
rolls out

“I have a view VOIP is actually something that's exposed in that there's  fair bt of transformation in that
Industry where ISPs are actually getting their own and bundiing,” Coughlan says.

"And any retail service provider will actually be providing a voice service with the NBN, so that means that voice:
providers will probably need to transform."

Another area of interest is the steady stream of new data centre announcements.
"Every week there's a new data centre.” Coughlan says.

“I expect there's a bit of a bubble i the data centre game, which willdrive services down, and some of them
that aren't aggressive in acquiring customers will probably go under”
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