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Patents and Standards

NOKIA

3 ©2005 Nokia  TecMedia_UJ.ppt / 2006-09-28 / U] (onnecting People



Patents

Purpose of patent:
* incentive to invent - return on R&D investment
e grants monopoly for a period of time
e worthless if not used

e defensive value:
secures freedom of action, reduces risk

e patent owner chooses if, who and on what
terms to license

Implementation patents (non-essentials)
* no licensing commitments = greater freedom
e implementation patent can therefore be commercially very valuable
e majority of patent portfolio
e underpin product differentiation
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Standards and patents tradeoff

Why standards? ETSI
e interoperability e responsible for ICT

L. . e L standardization
* publication of technical specification

o o e 688 members from 55 countries
e developed by standardisation organisations .
G | 1 bodi e Develops wide range of
overnmenta /commerCIa odies standards and technical
e De-facto industry standards (e.g. TCP/IP, BT) documents as Europe’s

contribution to world-wide ICT

Essential patent standardization

e Patentincluded in a standard

e Standard-compliant equipment must be designed according to the standard using
the essential patents even if there were technical and commercial substitutes
(“technically essential’)

* Obligation to license to all
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e Patents: promote technical development in standards
e Basic Patent policy

e ETSI and other standards bodies require patent holders to disclose the patents
claimed to be essential and to commit to license these patents on Fair, Reasonable
and Non-discriminatory terms - so called “FRAND” terms.

e ETSI IPR Rules:

OBLIGATIONS RIGHTS
e toinform ETSI about their own and ° ?j’;}b"gaﬁo" to conduct IPR searches
other people’s Essential IPRs (4.1 '
. , (4.1) e to refuse the inclusion of their IPRs in
e to undertake to grant licences on Standards (8.1 and 8.2)
fair, reasonable and non- » e obtain licences on fair, reasonable
discriminatory terms and conditions and non-discriminatory terms and
(6.1) conditions (6.1)
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Development of Nokia Patent Portfolio
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Nokia IPR portfolio and R&D investments ame |
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Use of Nokia Patents
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IPR Landscape
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IPR ecosystem going forward

SONY PHILIPS
Canon

Digital convergence Kodak

Feature rich terminals

Cellular technology

Open standardization

: : : Proprietary solutions m
Voice centric terminals
Growth market Maturing market @

European & US players ND.KIA Asia & other emerging markets & players
Connecting People : @ LG
Few patent owners Open source Cug
Freedom of action as IPR strategy G
— Large number of patent owners
Cross licensing main IPR tool ~ Do CojMo
Generation of cash
SIEMENS ﬂ Patent pools
AR . ACACIA
(i) moToRoLA 6 QUALCOM Patent licensing companies RISt ARCH
Sony Ericsson ! tern' 'ta"' .
n 0
u VENTURES trUSt
rRambus
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http://www.nokia.com/index
http://www.nokia.com/index
http://www.sony.com/index.shtml

——

The highest volume consumer electronics industry= -
with increased exposure to non-telecom IPR

Mobile devices are out-
growing digital still cameras

Camera sales, million units

Old-school camera players
retain most of relevant IPR

Granted US patents on cameras

- Canon
Camera 2005 .
ohones | 2010 I Ol
i Sony

Konica

Digital 2005

still 2010
cameras

... Television, Navigation, Gaming, Video, Messaging, Fitness ...
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Volumes continue to grow - driven by emerging marketsz:s

Cellular Terminal Market VYolumes, Bank of America, Feb 2006

West Europe East Europe
2005: 152 m 2005:99 m
North America 2009: 180 m 2009: 151 m
Japan & Korea
2005:126 m +4 CAGR +11% CAGR
China 2005:56 m
2009: 144 m
+3% CAGR 2005: 109 m 2009: 62 m
Middle East & Afri 2009: 179 m CAGR +3%
iddle Eas rica T
2005: 88 m .
2009:173 m i
Latin America ' +18% CAGR 2005:38 m Other APAC
2009:119m 2005: 76 m
North Am Europe Latin America +33% CAGR 2009: 152 m
2005:92 m +19% CAGR
2009: 150 m

Asia Pacific
Middle East & Africa +13% CAGR

China region

Nokia Regional Volumes 2Q06
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How does Nokia IPR create value?

NOKIA

(onnecting People



How does Nokia IPR create value?

IPR investment

Influence in Product

Freedom of Create a cost

action advantage business

environment differentiation

* Technology e Unique
access o Competitive * Preferred features

e Cross royalty rates technologies < | ook and
licensing e Prevent « Collaboration feel

e Litigation freeriders e Partnering e Trademarks
avoidance
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Create licensing
revenue

e Licensing
e Sale of IPR
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(reative combinations: e
Different focus for different technology phases a

Mobjle
Mobi.Ie Gaming
Music Technology life cycle
3G Different business
. — model for different
Mobile TV parts of portfolio:
l_ * keep proprietary

* cross-license
Influence business environment ﬁ e patent pool

e out-license
* spin-off

e sell, etc.
Product differeq

Ensure freedom of action
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Innovation thrives from healthy competition

... first the handset layer

Canaoouc S N

Annual volume, Annual growth, Relative profitability (above+/below- average)

GSMin 2000

... and then the chipset layer

1595 | C(DMA2000  GSMin 2000

Market share, profit and innovation concentration vs. distribution
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