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INNOVATION IN PAYMENTS IS ACCELERATING

YOU SEE IT IN THE PRODUCTS

Square:
A New Way For Merchants to Accept Payments Using Smartphones
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INNOVATION IN PAYMENTS IS ACCELERATING

YOU SEE IT IN THE BUYOUTS

Big Transactions ... Even During the Financial Crisis

PayPal Buys Online Credit
Provider BillIMeLater for
Almost $1 Billion

October 6, 2008 : VI SA

April 21, 2010

American Express Buys New
Payment Player Revolution Money

for $300 Million
AMERICAN
EXPRESS November 18, 2009
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INNOVATION IN PAYMENTS IS ACCELERATING

YOU SEE IT IN THE PRESS RELEASES

About Five New (Big) Innovations Announced Each Month

Chase Rolls out New Card

Offerings to Help Mid-Size
April 9, 2010 CHASE ) Companies

May 12, 2010

| Visa and DeviceFidelity Collaborate to
TSYS INTR JCES T ) I '
I'SY SHI;Ilill’\I(]))D(E \(1]:]? I'HE Accelerate Adoption of Mobile
- . . Contactless Payments
February 11, 2010 TBYS

February 11, 2010 VI SA

PayPal's New iPhone App Sends
. Money with a "Bump”

PayPal March 17, 2010

mFoundry: Power to the Apri
; / il pril 15, 2010
ml:‘:“"r"jn"People at the Point of Sale

November 18, 2009

© 2010 Market Platform Dynamics


http://www.google.com/imgres?imgurl=http://www.pcwiz2u.co.nz/Areas_we_Service/Rates/Mastercard.jpg&imgrefurl=http://www.pcwiz2u.co.nz/Areas_we_Service/Rates/rates.html&usg=__1zp36n64mKWvEJpFeYigd98VwKw=&h=1063&w=1535&sz=173&hl=en&start=1&itbs=1&tbnid=g7G_04aFE1qovM:&tbnh=104&tbnw=150&prev=/images?q=mastercard&hl=en&gbv=2&tbs=isch:1�
http://www.google.com/imgres?imgurl=http://www.smi-online.co.uk/_media/partners/TSYS logo.gif&imgrefurl=http://www.smi-online.co.uk/event_media/sponsors.asp?is=2&ref=2797&usg=__8DnOryYQhZGrKXrw_3Fl67wJtyI=&h=100&w=150&sz=4&hl=en&start=2&itbs=1&tbnid=IQjsM4Tr9oa-VM:&tbnh=64&tbnw=96&prev=/images?q=tsys&hl=en&gbv=2&tbs=isch:1�
https://web54.secure-secure.co.uk/undaground.co.uk/images/paypal_logo.gif�
http://www.google.com/imgres?imgurl=http://www.pcwiz2u.co.nz/Areas_we_Service/Rates/Mastercard.jpg&imgrefurl=http://www.pcwiz2u.co.nz/Areas_we_Service/Rates/rates.html&usg=__1zp36n64mKWvEJpFeYigd98VwKw=&h=1063&w=1535&sz=173&hl=en&start=1&itbs=1&tbnid=g7G_04aFE1qovM:&tbnh=104&tbnw=150&prev=/images?q=mastercard&hl=en&gbv=2&tbs=isch:1�
http://www.google.com/imgres?imgurl=http://www.flydanaair.com/contenu/sites/DanaAir/contenu_site/cms/media/image/visa-logo_jq4o.jpg&imgrefurl=http://www.flydanaair.com/&usg=__O_N7P1nFXJcAFQ8WybisnhcvC_E=&h=641&w=1500&sz=179&hl=en&start=1&um=1&itbs=1&tbnid=5ntyHlFnCJHMkM:&tbnh=64&tbnw=150&prev=/images?q=visa+logo\&um=1&hl=en&tbs=isch:1�
http://www.google.com/imgres?imgurl=http://www.urbandebate.org/images/chase-logo.gif&imgrefurl=http://www.urbandebate.org/supporters.shtml&h=93&w=500&sz=12&tbnid=dCau_G7-xtVz8M:&tbnh=24&tbnw=130&prev=/images?q=chase+logo&usg=__VD8_BjTkD8AECrRSJ_oM6kTDO50=&ei=kWTxS83DOsWqlAft5tS0CA&sa=X&oi=image_result&resnum=2&ct=image&ved=0CBoQ9QEwAQ�
http://www.google.com/imgres?imgurl=http://www.urbandebate.org/images/chase-logo.gif&imgrefurl=http://www.urbandebate.org/supporters.shtml&h=93&w=500&sz=12&tbnid=dCau_G7-xtVz8M:&tbnh=24&tbnw=130&prev=/images?q=chase+logo&usg=__VD8_BjTkD8AECrRSJ_oM6kTDO50=&ei=kWTxS83DOsWqlAft5tS0CA&sa=X&oi=image_result&resnum=2&ct=image&ved=0CBoQ9QEwAQ�
http://www.google.com/imgres?imgurl=http://brotherpeacemaker.files.wordpress.com/2007/08/chase-logo.jpg&imgrefurl=http://brotherpeacemaker.wordpress.com/2007/08/16/jp-morgan-chase-wont-harbor-racist/&h=298&w=263&sz=10&tbnid=SsCjn_N63JTHsM:&tbnh=238&tbnw=210&prev=/images?q=chase+logo&usg=__Y7NRYhu6ptBp7YvxGVC6huJPVGQ=&ei=kWTxS83DOsWqlAft5tS0CA&sa=X&oi=image_result&resnum=1&ct=image&ved=0CBgQ9QEwAA�
http://www.google.com/imgres?imgurl=http://brotherpeacemaker.files.wordpress.com/2007/08/chase-logo.jpg&imgrefurl=http://brotherpeacemaker.wordpress.com/2007/08/16/jp-morgan-chase-wont-harbor-racist/&h=298&w=263&sz=10&tbnid=SsCjn_N63JTHsM:&tbnh=238&tbnw=210&prev=/images?q=chase+logo&usg=__Y7NRYhu6ptBp7YvxGVC6huJPVGQ=&ei=kWTxS83DOsWqlAft5tS0CA&sa=X&oi=image_result&resnum=1&ct=image&ved=0CBgQ9QEwAA�
http://www.google.com/imgres?imgurl=http://life.calumet.purdue.edu/swe/Photos/Logos/ChaseLogo.jpg&imgrefurl=http://life.calumet.purdue.edu/swe/Donations.htm&usg=__500IJyzCqmMh06HtVQ7KTLsJmAg=&h=155&w=835&sz=19&hl=en&start=6&um=1&itbs=1&tbnid=2QCfLJ8tvLFksM:&tbnh=27&tbnw=144&prev=/images?q=chase+logo&um=1&hl=en&sa=N&rls=com.microsoft:en-us:IE-SearchBox&rlz=1I7GZAZ_en&tbs=isch:1�
http://www.google.com/imgres?imgurl=http://finovate.com/flagship08vid/logos/mfoundry.gif&imgrefurl=http://finovate.com/flagship08vid/mfoundry.html&usg=__UKtYaPpbENzd7uLTMM0L0ne4WZg=&h=79&w=250&sz=6&hl=en&start=7&um=1&itbs=1&tbnid=AFCp9266aD2uIM:&tbnh=35&tbnw=111&prev=/images?q=mFoundry&um=1&hl=en&rls=com.microsoft:en-us:IE-SearchBox&rlz=1I7GZAZ_en&tbs=isch:1�

PAYMENTS INNOVATION GRADUAL IN PAST

SO BURST OF ACTIVITY SURPRISING

Rapid innovation not the Innovation has occurred very
norm slowly
e Payments industry unlike IT or e Paper check going strong after 700
pharma years
e System interdependencies and e Plastic card for half century, mag
chicken-egg problems create inertia stripe for 30 years
— ﬁ

Banks and innovation not
exactly synonymous

e Payment products
(credit/debit/checks) commodities

e Heavy on marketing, light on
innovation (see Amex Blue)

—

TN
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PAYMENTS INNOVATION INFLECTION POINT

INTERNET AND MOBILE HAVE IGNITED INNOVATION

-

Mobile devices are ubiquitous | ¢ Rapid increase in super smart phones (great Ul+computer+wireless)

. J
) N
Online is everywhere * All devices become connected to internet so “off-line” disappears
. J
4 ™
Software moves to cloud « Software applications move from local devices to cloud
. J
4 ™

Payments bundled with
transaction-related services
. J
)

* Technologies make mashups cheaper and better

Payments data more valuable |+ Online advertising/data analytic technologies make result in
for behavioral targeting premium value for payments data and opportunities for mashups

\ J >
/' —

“App Stores for Payments” e Square is a free app for the iPhone/iPad but there are many more

\ J o
N
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How Software

Platforms Will Help
Spawn Innovative

“Payments Apps”
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INVISIBLE ENGINES

INNOVATION AT THE EDGE BY EMPOWERING DEVELOPERS

Software platforms put users and app

Developers get

Code for
common tasks

Audience of
users

developers together

Users
get

7N
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Technology and
business model

G

Asingle
environment to
use apps

Ve

A\

Cheaper apps
since developers
avoid duplication

APls expose
modules of code

SDKs help
developers

Evangelists

Pricing low or
zero to
developers

© 2010 Market Platform Dynamics

Successful Models:
*Windows

*Facebook Connect
eAndroid

New Building Blocks:
*Web 2.0

*Connectivity

*Cloud Computing

Cloud Computing:
*Applications on “server
frarm” connected through
Internet (e.g. iPhone)
*Software platform may be
in cloud too (FaceBook
Connect, PayPalX)
*Software changes in cloud,
not on device



EXPLOSIVE GROWTH FOR SOFTWARE PLATFORMS
SUCCESSFUL ONES SECURE POWERFUL NETWORK EFFECTS

More applications makes
platform more valuable to users
(end customers or intermediaries)'

More users makes platform more

valuable to users
) |

B
U

effects aka virtuous circle

[
N
Common model is to make

platform free to developers and
make money from users

{ This creates positive feedback

d
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IPHONE SOFTWARE PLATFORM FOR DEVELOPERS

HAS RESULTED IN MORE 100,000 APPLICATIONS

Apple = Fhone - Download thousands of Phone applications. 5/15/10 10:51 AM

Features  Why Fhane Apps for Phane  Gallery HowTo  Tech Spacs Buy IPhome
- YR -
. Sz 3
Your iPhone gets better -
with every new app.

- -
==
"
Applications for iPhone are like nothing you've ever seen on a
maobile phone. Explore some of our favorite apps here and see
how they allow iPhone to do even more.

Apps for Everything

Apps far Apps for Apps for Apps for

Cooks Keeping Current the Great Dutdoors Music

12 Featured Apps 24 Featured Apps 15 Featured Apps L1 Featured Apps
Wit n the news, I3 cn Lowts had Clark. ou've got Phone.  IPhone malies beautiul musle
yout Phose. Ready o explore? wherever you go.
View all the featured apgd View all the featured apps Wiew all the featured apps

Jobs aera NN Mobile Zipear Zombie Pizza
Ausiness Cames ey Liestyie Cames

Add clients, track your Catch and Find and reserve Zipears Race 10 feed ravensus,
time, and export lvolces.  through 30 skyscapes. ‘submit your own. oa the ga. organ-loving Zombies.

Shop the App Store.
Erowse the App Stare In calegories
from games to business, education

Page Lof 2
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SQUARE INNOVATED FAST USING SOFTWARE PLATFORMS

QUICK ROLLOUT USING IPHONE OS AND IP COMMERCE

Square enables merchants
to sign up to take cards
quickly and accept cards

using an iPhone

Square wrote an
application that runs on
the iPhone operating
system

Square connects to
processors using the IP

Commerce payments
software platform

N
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SQUARE
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iPhone OS
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THE RACE TO OWN THE PAYMENTS SOFTWARE PLATFORM
WHOEVER OWNS THE "APP STORE™ WILL GET NETWORK EFFECTS

Cloud computing plus Owner of successful platform\
| internet connected devices \___| increases transactions and
provides opportunity to size through network effects
move innovation “to the
edge
. y, . y,

*Away from innovation within
devices or within proprietary
software applications run by firms

*More applications generates
more transactions from more
uses

*Towards the edge where
“platform” can connect to
payments plumbing (devices,
processors, networks, etc.)

TN
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network effects



PAYPAL X

NEW PAYMENTS PLATFORM WITH APIS, SDKS, AND EVANGELISTS

Paypa’ mlmDEven'Gper Network Welcome Guest | Login

| Home | Dev Tools *| App Showcase | Global *| XSpaces +|

Get Started
PayPal X Innovate 2010
Dates Announced! PayPal X peveLorer coneerencE

< |earn

PayPal X Developer

Spotlight - 4
MyStoreCredit f BUl'd
New Mobile Payments G Uorln ect
Library
Get Paid!

ale

it
Check it out! T LﬂUﬂCh

IBM Cloud BETA

i Read the latest newsletter

GET MORE INFOD kd send us your feedback

N
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PAYPAL X HAS CREATED NEW ECOSYSTEM QUICKLY

25,000 APPS AFTER SIX MONTHS

* PayPal Global P2P (push & accept): done
e Unbundled Card, ACH, Account-to-Account (within PayPal): done 4Q09
* Enroliment & Boarding API: done 4Q09
* Mobile P2P (“bump”): done 1Q10

SerVic_e * Micro-payments: coming 2Q10
Expansion e Loyalty: coming 2010
-\im\tity/Authentication Provider: coming 2010

* Lab equivalent with
sandbox: done

e Announced forthcoming

L Comp to
Marketplace (date TBD) Applications

Developers

* Spiff & Residuals; done 4Q10
* Developer Sweepstakes
(S500K+) done 4Q10

* VC Network for app funding:
done 4Q10

* Microsoft: 4Q09

* RIM: 4Q09 .

« Magento: 1Q10 Dev Dev 25,000 Apps after six
« Facebook: 1Q10 Eco;ystem Comr_nunlty months

«IBM: 1Q10 Alliances Size

e SalesForce: 1Q10

Note: SPECIAL THANKS TO CHIP KAHN, IP COMMERCE FOR THE DATA ON THIS SLIDE

N\ 15
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PAYPAL X LETS DEVELOPERS PAYMENT-ENABLE APPS

SPURS INNOVATION FOR BOTH SIDES OF THE PLATFORM

Rentalics wins PayPal X 2009
Best Application Contest

» Rentalics is an eBay for renting things like
your lawnmower

» Winning bidder gets code they give
person they are renting from

: » After they inspect item the renter gives
Whaiw mine Is youre. el code to owner and then a deposit is
A charged to the renter’s PayPal account
-

oLk B e

s = » Rentalics involves an online payment
system being used for offline
transaction—that’s the future!

N
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IP COMMERCE

A SOFTWARE PLATFORM THAT SITS ON TOP OF PAYMENT PLUMBING

| Blog
S —

Qﬁé&mmerceLabm

The Source for Payment Application Developers

| Home | Integrati Compli C ity Publish Support About

Copy. Paste. Transact.

Payment Processing Simplified
Processing payments in your application has
never been easier. Access multiple payment types,
security services and workflow modules in cne

simple AP — It's as easy as copy, paste, transact. Develop_ Test_ SEII.

Owes Qare[  soun

The Source for Payment Application Devel

| Home | Integration Compliance Community  Publish  Support  About

H ion?
R

[ View Tutorial Application Find Complete Developer Resources Account Login
Including sample code and quick start toals - USERNAME | EMAIL
everything you need to easily commerce-enable | |

PASSWORD

your applications

Simple Payments Integration Security as | |

Quickly and easily integrate payment services into your The Commerce Safe” [ REMEMBER ME
existing application. Access development APIs, Toolkits and  provides organization: | Get Started Now | m Forgel Prasward?
specs to efficiently integrate services and deploy your Infrastructure Including =
application in the markst. compliance programs
Not registered yet? Sian up
Determine the best integration method Commerce Safe: Seci
+ NET based development How Commerce Safe
+ JAVA, PHP & other languages i 7 = =
» Hosteg Payments Page for shopping carts eanssrpacons | Simple Payments Integration Security as a Service
View Avallable Payment Services Oniine PA-DSS Comp Quickly and easily integrate payment services into your The Commerce Safe™ security as a service program
existing application. Access development APls, Toolkits and provides organizations a felixible managed security
specs to efficiently integrate services and deploy your infrastructure including tokenization, PCIl and PA-DSS
Your C e IPC = o Lab™ G b application in the market. compliance programs.
Determine the best integration method Commerce Safe: Security-as-a-Service Get a FREE PCI
_ Scoping Session!
+ NET based development How Commerce Safe aids PC| Compliance And qualify for a free 12 month
+ JAVA, PHP & other l[anguages %
- o subscription to the PA-D55

N\
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ENABLING SOCIAL COMMERCE IN LESS THAN 60 DAYS

getta! OPENS NEW MERCHANT-FRIENDLY CHANNEL ONLINE

Gettal the app. Gettal your friends.
70% . Getta! great deals.
SAVEUPTO &, gettal

s Weld i Karen!
getta! o
SOCIAL SHOPPTNG Firme

40 people needed for this deal e
Cenupe Gemstone Bracele] Stack in Blue Shapping with gettal
S IE ! ﬂ.ﬂﬂ irrirp 52 B0 0D - pou waew SR
iy
e magem b g e s o Een g e E i
we ey w Rty wey S o ks mey T e i1 1 i gt
-..u..,.,- L T el aTE L p pra P I 5 Art
i:- -:. 1 biga g e [ my Dapr Eplngd . i
I-| -|'|h B Dl W S b DR LI D R "
st L Bt B A ek D= i e L et @ """'1 I',:
st g Rl b e § i b il Rl sy e o . o
e e gyt P b gl T pers P § O T Ml
5 gl

e d e
W g fyettal thes *E'- - ki

Tiimer Armaisang O déys O Bl

© 2010 Market Platform Dynamics



markel platform dynamics

Software Platforms
Will Drive Innovation
and Transform the
Payments Industry
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THE ROLE OF INCUMBENT PAYMENTS FIRMS

SOFTWARE PLATFORMS WILL HELP SOME, CHALLENGE OTHERS
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Be to payments
software platform
what mobile carriers
are to iPhone and
Android

Make money from
transactions flowing
over system
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Risks and Rewards

» Network effects and
desire for standards will
limit number of
successful platforms.
Only some will succeed
and they will win big.

»Business power could
move to platform owner.
See iPhone which moved

power in mobile
ecosystem from carriers
to software platform
providers.



PAYMENTS TO BE TRANSFORMED BY APPS ON PLATFORMS

INNOVATION ENGINE THAT WILL SPEED CHANGE

e Already many
developers working on
PayPal X

e Significant apps already
out there like Square

e Payments platforms
most useful to
developers focused on
applications that need
payments

e Could lead to significant
differentiation among
existing networks

e He who controls the app
store controls
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and Bump e Advertising/marketing innovation
e Location-based services
Rapid increase Mashups of Change mn
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PAYMENTS IN 2020
IT'S ALL ONLINE

Massive increase in value of payments to consumers and merchants
as a result of decade of innovation
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All devices internet connected. Payments innovation driven by
No such thing as “offline”. applications that work with
Bricks and mortar stores have major payments software
web-based POS devices. development platforms.
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Thank you.

david.evans@marketplatforms.com

PYMNTS

WHAT'S NEXT IN PAYMENTS

Home News Commentary Briefing Room Pitches

Latest News
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Facebook Faces Payment Feud Down
on the Farm(ville)

There's a feud taking place on Facebook. And, s about money.
And, like most feuds ever money, ts about who pays whom
and how much. Read More
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World Headlines Businesstire”

Heartland Payment Systems® Named To FORTUNE 1000 List of America’s
Largest Companies & mins ago

Soft Economy Hasn't Grounded Summer Travel Plans; Average Family of
Four Wil Spend $4,000 on a Vacation According to American Express.
Spending & Saving Tracker 26 mins ago

Intel Events Industry Insider  Journal

Soft Econamy Hasn't Grounded Summer Trawvel Flans; Average Family of Four wWill Spend $4,000 on a Vacation According to American Express Sp...

onthiss These

Hottest Pitches

Your first stop to amass innovation in the global
payments industry. Rocket Pitches boast
candid, one-on-one video pitches with key
executives and core company information from
emerging companies

PYMNTS Innovator
Ashish Bahl

Custom Search Search

Paying with Plastic Karen Webster Logout
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MasterCard MasterCard inControl
Money Send About MasterCard

About MasterCard WorldwidelasterCard

WorldwideMasterCard ~ Worldwide advances global
‘Worldwide advances global commerce by providing a...
commerce by providing a...

Today's Newsletter

Chairman and CEO Way 14, 2010

Acculynk

The PYMNTS.com Morning After

For more information

visit
PYMNTS.com
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