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3Com Corp. provides secure, converged networking
solutions on a global scale to businesses of all sizes. The
company's products and solutions enable customers to
manage business-critical voice and data in a network
environment.

3Com's products and services can generally be classified in
the following categories: Networking Infrastructure, Voice
over IP Telephony, Security, Network and Security
Management, and Global Services. The various categories
of data networking infrastructure products and solutions
include: LAN Switches, Routers and Gateways, and
Wireless LAN. The company offers a portfolio of VolP
telephony products that work together to deliver business-
focused applications, including: next-generation dial tone,
IP messaging, IP presence, IP conferencing and IP customer
contact center services. Its secure, Session Initiation
Protocol- products include VoIP Telephony Platforms, a
convergence Application Suite, and IP Phones.

3Com has a comprehensive security portfolio that includes
end-to-end solutions for edge-to-core protection.
Organizations can choose to implement overlaid or
embedded security solutions that are automatic and
centrally manageable and provide adaptive and dynamic
protection. The company's security products include
Intrusion Prevention Systems and Firewalls. It offers flexible
and comprehensive network and security management
application packages for advanced IT environments. Its
network management applications include the following
solutions: Network Supervisor, Network Director, Enterprise
Management Suite, Network Administrator, Solutions for
Open Management Platforms and Security Management
System.
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Management Activity
Name Position Shares Held Report Date* InsiderActivity
BENHAMOU ERIC Director 1,226,862 07 Oct 2009
ZHENG SHUSHENG Chief Executive Officer,Executive 555,434 07 Aug 2009
Vice President
ZAGER JAY Chief Financial Officer,Executive 388,842 06 Jul 2009
Vice President
LONG JAMES R Director 181,516 07 Oct 2009
GOLDMAN NEAL D Executive Vice President 155,779 08 Sep 2009
DICAMILLO GARY T Director 29,716 07 Oct 2009
HODAVIDH Y Director 18,716 07 Oct 2009
SHERMAN J DONALD Director 18,716 07 Oct 2009

*Report date represents the date on which the owner's common shares held was audited.

Fund Ownership
Morningstar % of Shares % of Fund Change

Top Owners Rating Held Assets k) Portfolio Date
Fidelity Advisor Mid Cap T QQ 3.80 2.09 1,700 31 Aug 2009
Wells Fargo Advantage Small Cap Val Inv QQQQQ 372 205 -1,226 31 Jul 2009
BlackRock Global Allocation | QQQQ 191 0.11 320 31 Jul 2009
Vanguard Small Cap Index QQQ 123 0.13 91 31 Jul 2009
Vanguard Total Stock Mkt ldx QQQ 0.95 0.02 65 30 Jun 2009

Concentrated Holders

American Century Lg-Shrt Mkt Netrl A QQQ 0.04 8.57 72 30 Jun 2009
Adirondack Small Cap QQQQ 0.02 4.26 0 30Jun 2009
Paradigm Opportunity QQQQ 0.01 3.10 -4 30Jun 2009
Schwab Hedged Equity Select QQQ 0.48 2,61 0 30 Apr 2009

Institutional Transactions

Morningstar % of Shares % of Fund B%BZL?
Top 5 Buyers Rating Held Assets Sold (k) Portfolio Date
Fidelity Advisor Mid Cap T QQ 3.80 2.09 1,700 31 Aug 2009
Fidelity Disciplined Equity QQQ 0.92 0.14 1,000 31 Aug 2009
Laudus Rosenberg US Small Cap Sel QQ 0.19 1.30 730 30 Jun 2009
Vanguard Explorer QQQQ 0.70 0.13 724 30 Jun 2009
Golden Small Cap Core | QQ 0.14 2.02 564 30 Jun 2009
Top 5 Sellers
Wells Fargo Advantage Small Cap Val Inv QQQQQ 372 205 -1,226 31 Jul 2009
Transamerica Partners Instl Mid Value QQQ 0.05 0.49 -400 30 Jun 2009
Transamerica Partners Mid Value QQQ 0.05 0.49 -400 30 Jun 2009
Maxim Small Cap Value 0.04 0.52 -228 30 Jun 2009
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Joseph Beaulieu
Senior Stock Analyst

We should find out
as the smartphone
war heats up.

How Much Do Handset Prices Matter?
26 June 2009

The dirty secret of mobile handset pricing is that the cost
of the phone is typically a drop in the bucket when one
considers the total cost of ownership, given that most
phones are sold along with a 24-month service contract. But
as Americans have become accustomed to getting their
phones for free or just a token payment, it is reasonable to
question whether a $100 difference in the price of a high-
end phone can have a psychological impact on a purchasing
decision.

This question of the importance of pricing springs to mind
because of Apple's AAPL recent move to cut the price of
the iPhone 3G (the second generation of iPhone) to $99 and
to introduce the iPhone 3GS at $199. Palm PALM has
a lot riding on the success of the Pre, its flagship product
introduced in June. The company has taken on debt and
issued shares to have the financial resources to develop the
Pre and support its launch, and it is our opinion that if sales
of the Pre do not live up to expectations, or if the company
is forced to cut pricing too soon, Palm will have a very
difficult time recovering.

Free Phones Move the Most Volume by Far

We already know for certain that, at least for the handset
marketasawhole, pricing mattersalot. According to market
research firmcomScore, the percentage of phones that were
"sold for free" (that is, fully subsidized by the carriers)
between November 2008 and January 2009 ranged from
48% at Verizon to 75% at ATT. Moreover, the iPhone was
only ATT's ninth bestselling phone during that period, and
the BlackBerry Storm was Verizon's eighth bestseller. So
clearly, pricey smartphones aren't for everyone just yet.

However, it is less clear whether pricing matters so much
for high-end smartphones. As most of the total cost of
ownership of a smartphone is related to monthly service

costs, rational consumers should be somewhat indifferent
to $100 price differentials--especially since the handset is
the gateway through which a consumer accesses the
functionality that monthly service package allows.
Obviously, this argument breaks down at some point, as it
is unlikely that the N97, Nokia's NOK latest flagship
device which retails at $699 and is not being subsidized by
any U.S. carriers, will take much market share. Moreover,
we think Research in Motion RIMM s still somewhat
insulated from pricing pressures, as more than half of its
customers (by our estimates) are corporate users whose
phones are subsidized by their employers that are
committed to the BlackBerry platform.

Pre's Total Ownership Cost Already Cheaper than
iPhone's

By our calculation, the Pre is already cheaper than the
iPhone 3GS and even the iPhone 3G, in terms of total cost
of ownership. Retailing at $549 and available from Sprint
for $199 with a new contract, the Pre's sticker price is twice
as high as that of the original iPhone 3G at $99 and on par
with $199 for the iPhone 3GS. Given that the base monthly
cost for the 24-month contract for the Pre and the iPhone is
about $70 and $90, respectively (assuming no multiphone
contracts and assuming heavy text messaging use), this gets
us to about $1,900 for the 24-month cost of a Pre and about
$2,300 for the iPhone 3G. (Both estimates exclude the
various taxes and miscellaneous fees that can add 10% or
more to a monthly phone bill, and also exclude discounts
for multiple phones on the same account.)

Is Lower Total Cost Enough to Gain Crucial Market
Share?

For the sake of argument, let's say that handset prices
matter for smartphones. What would we expect to see in
the coming months? Most important, we'd expect to see a
price cut for the Pre. We don't think the 4%-5% market share
held by Palm before the release of the Pre is enough for the
firm to repay its debt and continue to invest in marketing
and research and development to compete with RIM, Apple,
and Nokia. And although the customers that make up Palm'’s
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current market share might be loyal, new converts are going
tohave to be enticed by something--whether it's price, style,
or functionality. Pre's slide-out keyboard is neat, but RIM's
phones also have keyboards. Touchscreens are now fairly
common, and every smartphone we can think of has all of
the applications we believe are core to smartphones: voice,
e-mail, texting, Web browsing.

Given that Apple blew away all expectations for sales of
the new iPhone over the weekend of June 19-21 (1 million
iPhones sold compared with an estimated 50,000 Pres
during the Pre's launch weekend) we should know soon
enough whether Palm will have to cut the Pre's price, and
whether it can remain profitable.

Despite Lack of Glowing Press in U.S., Nokia
Remains Global Leader

It's a lot of fun to talk about the technological and public
relations battles among Apple, RIM, and Palm, but Nokia is
the most intriguing investment in the handset market, in our
opinion. Nokia continues to dominate the worldwide
smartphone market, with about 40% of the total (down from
about 50% last year, thanks to gains by Apple and RIM). We
see Nokia as the handset maker with the largest competitive
advantages, based on its economies of scale, power over
suppliers, and ability to shift production to different markets
in order to follow demand and favorable npricing.
Additionally, Nokia's revenue mix is much more diversified
than that of its competitors. It holds a strong competitive
position in developing markets, where cheap phones are in
highdemand, and it while itisn't as well known in the United
States, Nokia is a household name in most developed
markets.
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