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Research, Analysis & Consulting

Parks Associates Is a market research and
consulting firm...

— focused on digital living and connected home
— the segment leader for 20 years

— validating industry data with primary research
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Markets Researched

« Home Systems & Controls
» Security & Access Control Systems
 Lighting & Environmental Controls
 Home Theater & Multi-room Audio
» Structured Wiring & Advanced Home Infrastructure
« Other Low-voltage products
* Broadband Access & Internet Services
* On-Demand Entertainment (gaming, music, video)
 Home Networking & Residential Gateways
* Wireless Connectivity
« Multimedia Applications & Digital Entertainment

« Consumer Electronics
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Primary Research Conducted

Home Systems Integrators
* 11 surveys since January 2002; next survey this month
« 200 to 400 respondents per survey

Residential Home Builders

* 4Q04 Survey > 400 Builders participated

* 1Q06 Survey > 1,000 Builders participated
Residential Security System Installers/Integrators

« Survey I. Characterizing the Security Dealer Channel

« Survey ll: Quantifying Low-voltage Opportunities in the
Security Channel (Fall 2006)

consumers
 US: ALL Households: Internet HHs: Gamers; etc., etc.
» Global Digital Living: Research in 13 countries
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Home System Integrator Research

infc

Configurations of Entertainment Systems; adoption of advanced components
Probe into Integration and Installation Processes

Adoption of Internet-connected Audio & Security systems

Implementation of No-New-Wires Networking

Wireless Remote controls

Control Systems: applications, configurations, technologies employed
Certification & Training

Profiles of Dealers’ Customers: demographics, family composition, decision
makers/influencers; price sensitivity

Media Servers: brands sold, typical configurations, average selling prices,
margins, time to install

Integration of iPods and MP3 players into multi-room audio installations

Entertainment PCs: brands sold, how connected to entertainment/control
systems, average selling prices, reasons for offering

IT Experience of staff
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Here’s Where We Are as of 4Q05

Internet Access 64%
BB Internet

Home Theater

SECURITY

Home Network 22%

19%

MP3 Player
y All U.S. Households

DVR 18%

PDA 13%

National Technology Scan (2005)
© 2006 Parks Associates
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Key Trends

 Broadband Internet access is becoming
pervasive

 Online content is challenging all other forms
« Consumers want “interoperability”

BOTTOM LINE

Broadband + Content + Interoperability =
Connected Systems
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Broadband Adoption Pulls
Home Networks

80

=~ Households with Broadband (#M)
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=O=Households with a Data Network (#M)
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U.S. Households (#M)

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

- Source : Parks Associates' Research
I.’ ? Om © 2006 Parks Associates
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What's Connected to the Network??

Desktop 2% |

Printer 66% |

Scanner 48% I

Laptop

Other

PDA

"Which of the following are connected to your home network?"

Game Console (Among Internet Households with a Home Network, n=354)

B Wireless Connection

OWwired Connection

40% 60% 80% 100%

% of Households with Device Connected to Home Network

L ]
rifoComm T (e el e

% International Communications \ © 2006 Parks Associates

Industries Association, Inc.®



AN

Expenditures for Online Content
Will Soar

$15
Online Paid Content Revenues: U.S. $11.2 B
(Annual Expenditures $B)
$10 Music $2.5
Video $4.3
$5
$1.6B $2.58 $0.7 (Music) _
' _ Gaming $4.4
$0.3 (Video)
$0 -
2005e 2006p 2010p
.'lfOQM Source : Digital Lifestyles: 2006 Outlook
I " International Cnmmuniﬂ \ © 2006 Parks Associates
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Consumers Are Connecting Digital
Devices to Their Legacy Systems

Less than once
per month, 18%

Frequency of Connecting
Digital Music Player
to Home Stereo System
and Listening to Music

1-3 times per
month, 12%

Never, 48%

1-3 times per
week, 13%

(n=415 owners of
portable media player)

Daily/almost
daily, 10%

Source: Mobile Entertainment Platforms and Services, a survey of 2,112 Internet users

®
m © 2006 Parks Associates
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Consumers Are Thinking
Interoperability

INTEROPERABILITY
) |54%
w/devices | own
Free tools/software to
products
Free tools/software to
) 42%
manage the device
Installation/configuration o
assist.in first 30 days _3‘%
INTEROPERABILITY
w/devices plan to |25% U.S. Internet users who plan
purchase to make a purchase
in the next 12 months

None of these 16% (n =1,470)
(Multiple responses allowed)
@ Source: Managing the Digital Home, a survey of 3,400 U.S. home Internet users
__infoComm © 2006 Parks Associates
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Most Valuable Network Applications

Share a broadband

: 39%
connection

Freedom of BB use

) 39%
in home

Printer sharing 37%

None of these 29%

U.S. Home Internet Users
(n=3,447)

Centralize files 19%

(Multiple Responses Allowed)

)
m (10f2) Source: Managing the Digital Home
| \ © 2006 Parks Associates
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Most Valuable Network Applications

Centralize

0
multimedia content 17%

Stream multimedia
content from a PC to
CE equipment

Stream
entertainment
content from CE to
other CE equipment

For flexibly-located

0
digital voice phones L

U.S. Home Internet Users

(n=3,447)
6%

(Multiple Responses Allowed)

°
__infoComm otz Source: Managing he Digial ome
: A © 2006 Parks Associates
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BUT are we about to hit a WALL...

On the way
to the
CONNECTED
Home?

4 v - .
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Residential Installation & Support Pyramid

CUSTOM DESIGN, WEALTHIEST
INTEGRATION AND o 3-5% OF
INSTALLATION USLom HOUSEHOLDS

Installers

THE OPPORTUNITY GAP

TWEETER

GEEK
COMPUSA

BASIC PC SQUAD ALL PC

SERVICE & HHS

SUPPORT GEEKS ON IQ CREW

CALL
DELL NERDS-
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View From the Top of the Pyramid

Channel Revenues

» All categories

« Selected breakouts: Audio, Video
Characteristics of Home System Integrators

* Firmographics

* Product categories sold
Characteristics of Integrators’ Customers

« Demographics

« Sales cycle, decision makers, price sensitivity
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Breakdown of Revenue*; Hardware vs Installation

High-end Home Systems
($B — US Only)

$10.9
Oinstallation $9.6
B Hardware $8.3 T
$7.3 N $6.5
$6.2 R $5.6
el B $4.8

2003 2004 2005 2006 2007 2008

e ESTIMATED —— «— PROJECTED ——»

*Among Installing Dealers Selling into Residential Markets

@
I’lfbm © 2006 Parks Associates
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Estimated 2005 Revenues*
by Product Category
Through Installing Dealer Channel

$1,980  $1,960 into RESIDENTIAL Markets
($M)
Total = $7.3B

. - $110

Audio Home  Controls Wiring Lighting Security PC Nets Other
theater

*Includes Installation Revenue

@ E n © 2006 Parks Associates
| \
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$359

$318

$220
$195

AN

Estimated 2004/2005 Audio System Hardware
Revenues* by Major Component

through Installing Dealer Channel
into RESIDENTIAL Markets

(3M)

[12004 Total = $729M
Il 2005 Total = $823M

$93 $105

$39 $49

—

Speakers Distribution

1 B

Amplifier Tuner/ Server/ CD Chngr/Rec

Receiver Storage

*Excludes Installation Revenue © 2006 Parks Associates
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High-end Home Theater Installations* 123
(000's — US Only)

103

*Average Installed Value
= $25,000 to $30,000

72
59
47 N
38
2002 2003 2004 2005 2006 2007 2008
R ESTIMATED - +<—— PROJECTED —*

nternational Communications
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High-end Home Theater Revenues* $3.2
($B — US Only)
$2.7

*Average Installed Value

= $25,000 to $30,000 $2.4

$2.0
$1.7
$1.4
$1.1
2002 2003 2004 2005 2006 2007 2008
e ESTIMATED - v +<—— PROJECTED —

© 2006 Parks Associates

__infoComm
International Communications \

Industries Association, Inc.®



AN

View From the Top of the Pyramid
(Continued)

Channel Revenues

» All categories

« Selected breakouts: Audio, Video
Characteristics of Home System Integrators

e Firmographics

* Product categories sold
Characteristics of Integrators’ Customers

« Demographics

« Sales cycle, decision makers, price sensitivity
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Types of Business Locations Operated
60%

(n = 246)

(Multiple Responses)
S50% - 47%

40% -

30% -

20% -

Percent of Dealers (%)

10% -

Retail stores Showrooms Commercial Home offices
facilities

Source: Installing Dealer ePanel -- 2Q05
© 2005 Parks Associates
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Number of FULL-TIME Employees
(n = 244)

10 to 14

5to0 9 11%

15to 19

0
Median =5t0 9 8%
20 to 49
9%
1to0 4 50 to 99
34% 3%
100 or more
None 5%
Source: Installing Dealer ePanel -- 2Q05 2%
© 2005 Parks Associates % Dealers
innfoComm
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Type of Locations/Facilities in Which Dealers Install Systems
(Among all dealers, n=344)

Single family residences 94

Conference rooms in

0
office buildings S50%

Other locations within

0
office buildings 37%
schools, etc 31%

Mobile homes, sailing

0
vessels, aircraft 17%

Manufacturing/warehouse

facilities 17%

% All Dealers

Theaters, arenas,

0
stadiums 16%

Government facilities 15%

Train stations, airline

° terminals
g International Communications

Industries Association, Inc.®

5%

Source: Home Systems Integrator ePanel -- 1Q06
© 2006 Parks Associates

-l




AN

Percentage of Dealers Installing Product Category

Home theaters 91%
Whole-house audio system 88%
Structured wiring 81%
Home controls 70%
Power Quality/Surge Protection 65%
Telephone systems 64%
Home networks 62%
Intercom systems 58%
High-end lighting 52%
Direct broadcast satellite 49%
“No-New-Wires” networks 44%
Security systems 44%
% Qualified Dealers

Environmental controls 38% (n = 310)

Security monitoring services 32%

i’lfbm Source: Home Systems Integrator ePanel -- 1Q06
© 2006 Parks Associates
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Dealers' Total 2005 Revenue

25% - "What was your firm's approximate total Annual Sales volume for 2005?"
(Among dealers, n=308)
20% - 19% 19%
17% 17%
L 15% -
)
'S
)
o)
S 10% - 0
o 10% 9% -
7%
5%
5% -
0% -

< $250K  $250K-  $500K- $1IM - $2M - $3M - $5M - $10M+
$499K $999K $1.99M  $2.99M  $4.99M  $9.99M

2005 Revenue Range
Source: Home Systems Integrator ePanel -- 1Q06
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Comparison of Dealer's OVERALL Residential Sales:

"How did overall sales of your residential installation business in 2005 compare to overall
sales in 2004? How do you expect sales in 2006?"

(n=198)
250% -
B Year 2005 vs. Year 2004
)

40% - 39%

34% OExpected in Year 2006 vs.

30% -
30% - 270 Actual Sales in Year 2005
0f -
20% 15%
1%
10% - 8%
0% - B 1 e |
>20% 11%-20% 5%-10% <5% No change Decline
compared
< Growth < to previous
year
i’lfbm Source: Home Systems Integrator ePanel
*” International Communications \ © 2006 Parks Associates
Industries Association, Inc.”




N\

Multi-Room Audio Installations Completed in 2005

(Among dealers installing audio system, n=266)

30% -

27%

25%

20%

15%

% of Dealers

10%

5%

0%

None <10 10-24 24-49 50-100 100-199 200+

Number of Installations

® Source: Home Systems Integrator ePanel
__infoComm © 2006 Parks Associates
International Communications A

Industries Association, Inc.®
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Average Revenue Generated to Install a Multi-Room
Audio System in 2005

$30,000+ 10%
$20,000-$29,999 10%

$14,000-$19,999 12%

$11,000-$13,999 6% Average =
$13,800

$9,000-$10,999 11%

Revenue Range

$7,000-$8,999 9%
$5,000-$6,999 16%
$3,000-$4,999 16%

<$2,999 10%

% of Dealers Installing Source: Home Systems Integrator ePanel --1Q06

® E n (n = 261) © 2006 Parks Associates
' A
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Do Dealers Sell/Install Pre-Configured
Multi-Room Audio Systems?

"Do you sell/install pre-configured multi-room audio systems?"
(n=193)

No, and would
not consider,

18%
Not currently,
but would
consider if they
offered sufficient
flexibility, 52%
Yes, 30%

Source: Home Systems Integrator ePanel

A&Mm © 2006 Parks Associates
| \
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View From the Top of the Pyramid

Channel Revenues
» All categories
« Selected breakouts: Audio, Video
Characteristics of Home System Integrators
* Firmographics
* Product categories sold
Characteristics of Integrators’ Customers
 Demographics
* Decision makers, price sensitivity, lead conversion
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What % of customers in each age group ?

50%

40%

A
ST A\
VAR N

w
o
S

N
o
X

10%

Percentage in Age Group (%)

O% - T T T T T T
(under 18) (18to 22) (23to30) (30to 39) (40to58) (59to 65) (over 75)

- Male Head of Household —8—Female Head of Household

Py Source: Installing Dealer ePanel -- 4Q04
If ?f.om © 2005 Parks Associates
L
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Who is the PRIMARY decision maker for how much is
spent on Entertainment and Control systems?

—~ 75%

9\?/

n

c

©

<

2

) 50% -

(73]

Q@

]

0p)]

©

s 25% -

!

c

O

&

[7)

(ol

0% - . —
Male Head of HH Female Head of HH Joint decision
BlEntertainment systems (n = 193) 49% 18% 33%
D cControl Systems (n = 154) 50% 18% 31%

Source: Installing Dealer ePanel -- 4Q04

® E © 2005 Parks Associates
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Who is the PRIMARY decision maker for what system
components/capabilities are purchased for
Entertainment and Control systems?

. 50%
S
%)
c
o
©
2
o
0 _
ﬁ 25%
©
0p)
©
)
o)
I
c
)
S 0% Fjd=L L - ||
riend or : .
o _ :
Non-resident Female Head JO.”?t sl Male Head
: decision staff
Relative
BlEntertainment Systems (n = 189) 2% 13% 20% 26% 40%
O control Systems (n = 152) 2% 12% 20% 28% 39%
i’lfbm Source: Installing Dealer ePanel -- 4Q04
" International Communications \ © 2005 Parks Associates
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How sensitive are your customers to price ?

50%
40% 38% n=194
2 34%
$ 30%
&
Q
S 20%
Do 13% 14%
>
10%
1%
O% I I I I
1 -Price NOT 2 3 4 5-Very
IMPORTANT Sensitive to
Price
Source: Installing Dealer ePanel -- 4Q04
I’ ’/(‘ © 2005 Parks Associates
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What % of "Solid" Leads Turn Into Sales?

30%
(n =201)
< 21%
o 200 - 19%
O
5
) Average = 65% 14%
°
= 100 1%
O 10% |
= 0
& 6% [ 504
4% 0
= I l
0% *

<10% 10to 20 to 30 to 40 to 50 to 60 to 70 to 80 to 90 to
19% 29% 39% 49% 59% 69% 79% 89% 100%

% Leads Turn Into Sales
- Source: Installing Dealer ePanel -- 4Q04
| : == © 2005 Parks Associates

ntemational Communications \
Industries Association, Inc.




AN

Bottom Line Revisited

Broadband + Content + Interoperability =
Connected Systems

BUT...

.. -
infoComm
7 International Communications

Industries Association, Inc.”



N\

Who’s Going to Fill the GAP?
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Contact Information

Bill Ablondi
Director, Home Systems, Park Associates
(202) 338 -1976
ablondi@parksassociates.com
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