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Key Customer Issues
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High-level Key Customer Issues

Reduce subscriber churn
Grow subscriber base
Stimulate ARPU

Increase/Accelerate
Revenues

Modernize aging network
Cope with changing traffic volume
Limit network complexity

Optimize Costs &
Improve margin

Build Agility and
competitive advantage

= Cope with changing technology
= Cope with changing business

148
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Increase and Accelerate Revenues

Addressing the battle for subscribers and revenues

How to compensate commoditization and counter ISP-
based VolP players with stickiness and added value? Telecom Market at Crossroad

= Deliver superior & consistent quality of experience Total Telecom and Selected edis Revenues - W, Eurcpe

B Online Medis

= Limit substitution and leverage convergence
= Add value to content delivery

O Tebevislon

Reduce churn

B Telecom - Ceflular

=  Offer more value to business communication

@ Teleoom - Flaed

How to meet end-user expectation not yet addressed,
Wlth innovative services? Source: Strategic Analytics, Sept ‘07

= Capture demand for new media & entertainment

= Capture demand for simplicity & convenience _ _
. i . . Preferred Service Provider for
» Offer advanced interactions for enterprise/vertical Blended Services

270 23% m Our Mobile Phone Service Provider
Our Internet Service Provider
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= Offer innovative payment schemes

:) . . Our Cable Television Service Provider
= How to speed time to market for revenue generating m our Landline Service Provider

< SerViceS to Customers qUiCklyf) %/  Our Satellite Television Provider

Q . . . . . 290 Our Voice over IP provider

= = Facilitate service creation over multiple domains 10% Our Other Pay Television Provider
g = Enhance content and do cross-selling 13 " o Preference

'5; = Deliver personalized & blended services Source: ALU Market Research, Apr ‘07
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Aging network
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Optimize Costs & Improve margin
Addressing the urge for cost competitiveness

How to address obsolescence and need for transition
from legacy to next generation?

Upgrade to next generation and rationalize
Streamline OPEX for cost-efficient traditional services
Transition to packet world with minimum disruption
Move to IMS straight

How to rapidly scale to capture traffic increase in very
competitive & high growth markets?

Capture 2G/3G growth and increase market share with
high voice/data quality

Evolve to full inter domain peering between PSTN, NGN
and IMS domains

How to reduce complexity in heterogeneous & disparate
environment?

Multiple service delivery platforms and provisioning
Evolving to IP but co-exist with large legacy networks
Consolidate all networks to single packet transport
Ensure satisfactory end-2-end service delivery
Interworking in multi-vendor IMS environment
Optimize the deployment cycle
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“Service Providers Must Commit
To Radical Cost Structure
Reengineering or Die.”

Source: Gartner
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Build Agility and Competitive Advantage

Addressing the uncertainty resulting from changing technology and business forces

How to de-risk the investment strategy towards the
all-1P evolution?

=  Which transformation scenario and timeline
= How to mitigate the risk in network evolution

How to address new requirements for combining
telecom services with new web service capabilities?

= Leverage social networking opportunity

= Leverage user generated content opportunity

How to anticipate new players, regulation, and social
trends and need for evolving business models?

= Face growing importance of internet players

» Address UGC, social networking and communities
= Offer outsourced models to enterprises/verticals

= Monetize the network with profiling, advertising &
commerce and adjust to changing buying behaviour

= Manage risk and develop attractive business cases with
new business models
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ﬁmyspace.com

a place for friends

‘Myspace’ grew 200% yoy

You[TiL)

“YouTube’ reaching 70M users
in less than 2 years

Vodafone UK/ MySpace Partnership
Projections

Business Model based around Upselling data
plans, Subscription and Advertising revenues
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44 - 0,2
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B Ad Revs (EMn) [ Subscription Revs (EMn)
Users (Mn)

Source: Strategic Analytics, Sept ‘07
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Why Service Providers are Transforming their Business - Summary

Infrastructure evolution
Single IP infrastructure

Getting rid of stovepipes
in network and systems

Top-line increase
ARPU and customer retention

Portfolio rationalization and
new service revenues

Bottom line Iincrease

Cost of operations

Time to market

Processes and organization

Overall company value

Competitive position

Shareholder return

Enhanced user experience
b Alternative partnerships
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IP Transformation Overview

9 All Rights Reserved © Alcatel-Lucent 2007 Alcatel-Lucent @



IP Transformation:

Large-scale IP transformation is complex, and requires a broad set of inter-
related activities to address:

Business Transformation - Developing the transformation business case
Network Transformation - Designing and implementing flexible IP networks
Service Transformation - Enabling rapid service creation

Program Management - Managing interdependencies to meet timeline and
costs constraints

Stakeholder Engagement - Managing internal and external relationships
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IP Transformation for Wireless Carriers: A Network View

Mobile IP Core
Transformation

Transformation of call
control and media gateway
functions to a distributed
architecture to reduce opex

Layer

Content

Video Services

—
L
. all/Session Control
Session
Control
Layer

High-Speed Access

Evolution to high-speed
access technologies to
enable enhanced end-user
experience

(WiFi, WiMax, 3G/4G)

.'.-'_':

G —
[ ledia & IP Multiservice lPIMPLS =U-

s Core
Edge \E

- ndpoint
_ayer \--
b . Transport

IMS & SDE
New services and
applications enabled by the
IP network to drive new
sources of revenue

=

IP/MPLS
Transition to a
consolidated IP/MPLS
backbone to provide a
single, converged core
network

INTERNET

S

—_—

IP Backhaul

Utilization of Ethernet and
IP for transport and

T zj:.;\ )

backhaul to reduce
transport costs and
increase capacity
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IP Transformation for Wireline Carriers: A Network View

Voice Services &
Legacy Data Services
Transformation

Transformation Class 4/5
Services to a distributed
architecture

Control
Layer

High-Speed Access

lledia &

Evolution to high-speed bhayer
access technologies to
enable enhanced end-user
experience

(xDSL, FTTN) \
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CMTS

IMS, SDE, IPTV
New services and
applications enabled by the
IP network to drive new
sources of revenue

e

Content
Services

IP/MPLS
Transition to a
consolidated IP/MPLS
backbone to provide a
single, converged core
network

Video
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IPHiransiermation eccurs: at multiple layers: off the wikeline netwerk
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Technology change in the network is central to transformation, but successful

programs encompass much more...
Business Transformation

Business Readiness
Portfolio Management
Business Case
Benefits Management
NGN support &
operations

» Hosted services

~ Program Management &

Holistic management of interdependencies

Program Setup
Financial Management
Schedule Management
3rd Party Coordination
Resource Fulfillment Planning

‘ Business ‘

Transformation k

A

Services . Network
Transformation Transformation

A

Services Transformation

» Operations Transformation
consulting

» Service operations design &
integration

= Service Delivery Environmen
(SDE) Consulting, Planning &
Integration

« Applications Consulting,
Planning, Security, Integration
& Custom development

' Network Transformation

* Network Readiness

* Network Design

e Multivendor Integration &
Testing

» Migration Planning and
Management

* Network build

» Security services

4

* Customer, Regulator, Operator and Supplier
Communications Engagement Strategy, Approach
and Management
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Challenges in Transformation
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Challenges:

= The stakes are high

* Competitors are entering previously uncontested markets
* Transformation program failure can easily = corporate failure

* Pressure to transform rapidly and profitably is increasing

= The costs are high

* Transforming services, business, networks and operations is expensive whether or
not you do it right

= The programs are more complex than anything it was done before

* Managing across “smokestacks” is a major challenge, as is the scale of the
programs, right skill mix across packet/circuit is not in place (esp in ops)
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Convergence of multiple services and access creates challenges.

Inertia of Traditional Subscriber Profile
Management

= Multiple network components with
several data/models/interfaces
= Multiple points of provisioning
* Databases are managed separately
* Databases have old and duplicated data
(dirty data)
= Database performance limitations

* Data needed in real time with high
availability

* Limited “re-use” hinders possible CapEx
savings

* Existing Data not properly leveraged to
enhance customer experience in support
and new services

Speed of Deploying New Services

= Multiple services accessing data from
multiple components and domains

* Data migration issues

= Personalization of services is complex
if profile data not easily accessible

* Databases cannot support consolidation
of data

* Revenue is delayed or missed due to
longer implementation cycle

* Testing and configuration of a new
application is more difficult and costly
when multiple sources are needed

Cost of Operation, Maintenance
and Support

= Support of multiple and
fragmented nodes increases
operation and maintenance costs

* Maintenance (troubleshooting &
upgrades) of multiple
implementations is difficult and not
cost effective

Estimated Impacts*:

= Annual broadband costs are set to soar by as much as 900%,
from 1.3 billion in 2005 to 12 billion in 2010;

= Dirty data will cost U.S./ European operators $6.3 billion per

year by 2010;

Up to 50% of existing access network records
have some level of inaccuracy

Up to 50% of access network faults related to
inaccurate data records;

* Factiva News and Business Information Service, John Mellis - July, 2006
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Requires a Trusted Partner to Deliver the End Game

Capture Business Benefits

= Optimize investments and realize savings

= Improve flexibility and service delivery
Control Risk and Costs

= Manage interdependencies

= Leverage proven methodologies and tools
Speed-up Transformation

= Share best practices

= |Improve time to market and reduce
technical risk with transformation lab
facilities, thorough testing and validation
of pre-integrated and custom solutions

Transformation Is Not Business as Usual
Make Transformation Predictable
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Challenge: Making the Transformation “Predictable”

Transformation risks
and associated costs

= Shareholder-proof business case
= Scalable all-IP architecture

= Market-proof service roadmap

= The right skills and experience
= End-to-end integration

= Streamlined business processes
= Overall project management

= Cost-effective OSS/BSS
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IP Transformation
Methodologies
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Unique Expertise and Assets: Bell Labs Methodologies and Algorithms

Bell Lab Innovation:

=Multi-Service, Multi-
Layer Network Design

=Business Modeling

=Decision Support
Methods for Data
Migration Planning

=Comprehensive
Methodology Addressing
20 Major Functional Areas

Comprehensive Processes and Algorithms Support Unique Capabilities to
Enable Predictable Transformation for Our Customers
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Investing in Predictability to Differentiate Our Solution:
Repeatable methods, proven processes and best practices support predictable transformation

Unique Ingredients Value Proposition

Data Migration Planning ldentify optimal (costs/benefits) for complex
data migration & transformation activities

IP Transformation Centers Centers of excellence for integration and
migration

T ——

Repeatable methodologies mitigate risk and reduce your invgiim‘
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What Problems Can the IP Transformation Methodology Help Solve?

What are the key decisions that we need to make
to determine our transformation strategy?

Do we have a framework that defines all the
planning, preparation, and execution tasks need
to implement the strategy?

Which of these tasks are in scope of the contract
/ work program we are trying to define?

Are our migration requirements clearly defined? —

What are the implications of those requirements on capital expenses, support
systems development, and schedules/resources?

How much data validation and cleansing do we need to undertake, and when?

How can we dynamically model our resource needs, as the migration schedule
changes?

Manage the risk and complexity of planning and
migration using proven methods

22
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IPTM increases the predictability of transformation ...

... by managing inherent complexity and operational risk

*Planning Preparing *Executing
Customer Transformation Lifecycle Typically 2-3 years

Operate &
Strategy & Business Technical Integration Deployment & Maintain
Planning Planning & Design Migration Legacy &

IP Networks

Transformation Planning
Migration Preparation

Migration Execution

A well-planned and executed IP transformation is required
to realize long-term financial objectives

23 All Rights Reserved © Alcatel-Lucent 2007 Alcatel-Lucent @



The methodology defines the process of transformation and ...

Addresses 20 major functional areas inclusive of the following:

= Architecture, design, operations systems, operations, migration
requirements, data management, lab trials, field trials ...

= Qverarching business requirements

Transformation Planning Migration Preparation Migration Execution

There are 3 levels of depth to the end-to-end process:
24 All Rights Reserved © Alcatel-Lucent 2007 Alcatel-Lucent @

= Functional process map - Identifies key areas of transformation
= Detailed process flows - Show relationships among area tasks

= Activity templates - Specify inputs, tasks and outputs




... and cover the following transformation activities:

Transformation Planning

Business Requirements and Priorities
High-level Planning

Discovery and Inventory

Hybrid Architecture

Hybrid Network Design

Hybrid OSS/BSS Design

Hybrid Operations Design

Migration Requirements

Detailed Migration Planning

25

Network Migration Preparation

NGN Network & Systems Deployment
Network Preparation

Migration Software & Tool Preparation
Software & Process Validation

Data Validation & Clean-up

Network Migration Execution

NGN Mgmt for Migrating Services
Network & Subscriber Database Migrations

Physical Network & Subscriber Service

Migration

Validation/Operational on NGN
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... provides decision support tools for mitigating risks in the process

Indicates critical decision points and provides algorithms and
models to enable optimal decision making before migration
begins and during ‘hybrid network’ state

Transformation Planning Migration Preparation Migration Execution

Advanced process engineering
Process simulation

Migration schedule management
Dynamic resource modeling

Techno-economic modeling
Data migration planning
Cost estimation
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Data Migration Planning

Evaluate the Impact of Data Quality Early - (concurrent
with network readiness)

Example IP Transformation Program - 5M Subscribers with 3 year
migration window

— Assume 5% Error Rate = 370 Migration Errors /
Day

— Assume 30 mins effort to correct = 25 AfterCare
Headcount

Best In Class Accuracy for Physical Network Administration data is 85%

Post Migration Error Correction is twenty times more expensive than
data validation

Best Practices

Perform initial audit of data quality in all potential systems that are data
sources for the migration program

Develop migration processes that will take advantage of highly accurate
data streams

Use sophisticated modeling tools to minimize the cost of data validation
and error correction

27

Cost

Cost
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Total Cost = Cabinet Validation Cost

+ Post Migration Error Correction Cost

Cabinet
Validation
Costs

Post Migration Error
Correction Costs

\ 4

Target Pollution Rate

Minimum
Validation
Cost

A 4

Target Pollution Rate
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“Datagrid”:

Overcomes the inertia of Traditional
Subscriber Profile Management

« A Universal View of data
« Data Consolidation

« abstraction of data from network
elements

e a unique view of any data to each
application

« Provide efficient, uniform data
management

e Telco performance
* Fast
e Scalable

e Economic IT platform with telco
grade reliability

Application 1

Application 2

Speeds up Deployment of New Services
« Single point of access

= protocol adaptation (LDAP, Sh,
SOAP/XML/SQL)

» Use existing subscriber data without
migration risks

e Simultaneous support for a many data
models

«Store data externally
eStore or copy data locally
*Trigger on network data events (future)
= Leverage 3" parties
e Data Federation

« Allow easy and secure access to
third party data and applications

= access security functions for trusted and
non trusted (Liberty alliance) parties

Reduces the Cost of Operation,
Maintenance and Support by

e Data Centralization

» Centralise Management and
Reporting

Application 1 l Application 2 l-
R

*

Server based application

28
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Many applications share a common infrastructure in NGN

Messaging

» Applications Characterization

Multi-Service,

Multi-Layer
IMS, MPLS, Ethernet

Design

End to End Multi-Vendor Network Integration

End User Quality of Service Requires a New Approacmes:
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What Does it Mean to Characterize an Application?

Networking
IP Multimedia Total Call Flows On-net Delay Mean Bit Rate
Data Adlt\j/lresksatble Daily Sessions Peer NGN Jitter Peak Bit Rate
arke
PSTN-Like . Traffic Profile PSTN Packet Loss Burstiness
. Subscriber )
Public Locations Duration Internet Blocking Codec
Interest Take Rates Number Set-up Delays Payload
Transport Growth Transactions Availability Packet Size
Blended Forecast Push vs. Pull Overhead
Device Types Number
Endpoints Policy
Group List compliance
Status Changes Vulnerabilities
OSS/BSS Policy Changes Single Sign
Systems on
Operations
Processes
Operational
Metrics Build a business case
Trouble .
Shooting Estimate network Impact
Diagnosis Ensure quality of service

30
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Design for Application-Driven Networks
Best Practices Support Network Planning and Design

Value to IP Transformation: Application Driven Network Design Features:

Integrated design process uses detailed

Speed time-tp-rlnarlaet and applications and traffic modeling to
optimize capital and operating drive advanced design optimization
expenses. .

algorithms

Applications characterization to
model the impact of new Design for the IMS, MPLS and
applications on the network. Ethernet layers of a multivendor

Network architecture and ETCILS

deployment options to support

network planning and business Automation and rapid iteration of
case development. complex multivariate analysis

Detailed network designs for using consistent data across all

multi-service, multi-layer, multi- layers of the design.
vendor networks.

Innovative Network Planning and Design Support Predictable Transformation
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End-to-End Transformation Process - Sample Activity Templates

G4 1_2 NetTransPro Level 3 Activity Template - Microsoft Word
I Fle Edt Wiew Insert  Format  Tools window  Live Meeting  Help Type a question for help fe X

A e e (3 S SRS e ) 8 B 100% - (@) BdRead 10 - 5

EﬁMeat Mo | ﬁ" User Preferences. ., | Live Meeting Help = !

e oo seeweld o Activity Template

1. Business Requirements & Priorities |nf0 rmation

1,2 Record Major Risks to Aveid at all Costs

ection Breal (Continuous)

Input

Source ut
1.1 Ke
Pra Leve A emplate DS0 ord Ll
[ ]
i File Edit View Insert Format  Tools  Table  Window  Live Meeting  Help Type & question for help = ' OUtPUt
.................... - e A A | S | 100% "@)|.—HB€EdE§1°'
Eer lEZE,laMeet Howe | “5' User Preferences. ., | Live Meeting Help = ! _ ) ACtIVItI es
N I - S R S A RN BN S S AR SR S-S A S AR - SRR O S
3.0 PMO Discovery and Inventory f / I
[ ]
3.8: Capture Network, Service, & Operations, Performance Metrics CUStom SO tware TOO S
Nuniher
121 Revilf iection Break {Continuous)
122 Revi
i Tt N e Owner
133 Ie:llfn 2.3 T4 32 NetTransPro Level 3 Activity Template - Microsoft Word
] L 31 [ Exist): —— : ; " 5 . .
caps) . : File Edit  Wiew Insert Format  Tools  Table  Window  Live Meeting  Help Type a question for help = X
124 Tden| |23 Discd . . . : i = L4
cmm e Y T YT TN T Y N Ty =TT YR P J ¢ Cost & Duration Estimates
37 Wl -
126 Deete] i [ Mest Mow | 5 Uiser Pref ... | Live Meeting Help ~
e @ IEE] 0w j‘ SEer Freferences e Meebing Relp ! . & DrIVe rS
Eg"'""1"""'2"'""3""'"4"""'5"""'5"""'?"'*
127 Com Captured perform. o L c L c L c C c L c L c C
— — PMO success and 3.0 PMO Discovery and Inventory -
[Els = = w il é') g:x:e& . . .\ . . 4 RISkS
Page | Gec2 33 tamtiod  3-2: Subscriber and Services Discovery

End to end servic
ldentified metrics

Section Break (Continuous)

Source Input
2.1 Scope of the Project
;‘;‘;‘her Very 31 Location of Customer (Subscriber) Data
282 Tnitiatd 2.2 Line Counts for Hosting Elements
ECE] | 22 Bervices for Transformation
EY Y] Requs 2.2 Bervices volume projection
il :
Stakeholder List
3835 What
EEY: Parh] Ouiput D
SE|EE=H L Regquitements for subsctiber data sample 3.6
Page 1 Sec 2 Tdentifiable List of Subscribers by technology, access type, market, location, Special Case Subscribers 3.7,
List of all services capable, and offered 34,835
List of Bubsctibed Services by Subscriber 34,37
List of Subsctibed Service Levels by Subscriber (who are the gold subs) 3.4, 37
Bubscriber data ownership contacts 0.6
List of systems/databases containing services and subscriber data 8.9

ection Break (Conkinuous 3
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Key Take Ways &

summary
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Key Factors to consider:

Minimize customer disruption - In formulating the migration strategy, main concern
should be to ensure that the Operator's customers do not experience any degradation
in service.

Maximize flexibility - Migration of network and services is not a simple process. The
total process is lengthy and may also impact the Operator's existing services, systems
and processes. The migration tools and processes must provide the flexibility to
accommodate the Operator's changing business needs and priorities.

Maximize opportunities for new revenue generation - By deploying the new NGN
network capabilities quickly, the Operator will be in a position to deliver new
revenue-generating services at the earliest possible time.

Minimize ongoing operating costs - One of the key objectives in the migration process is
to strive to flatten the elevated expense curve during the transition period as well as
shorten the time period of the hybrid network state where expenses are elevated.
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Complexity Can Turn into Benefits with Right Partner:

Must have Extensive Experience with Complex NGN Migration Projects and
Prime Contractor Competence
- Certified and Experienced Program Managers.
- Implementation of Complex Migration Projects. Technological Innovation

Available expertise in R&D as source of ideas, products and services serving the
communications industry.

Proven Multi-Vendor Capability- Working knowledge of Multi-Vendor solutions.
- Knowledge of scripting techniques on multi-vendor switches.
- Deployment, integration and migration experience with Multi-Vendor
Platforms.

OSS and Data Migration Skills - Experience with rapid, cost-effective, accurate
migrations to new systems.
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Summary -Value Proposition through Fast, Predictable Execution

Network: reduce costs
= Strengthen IP footprint and broadband coverage
= Simplified architecture

Services: fuel growth

= Right mix of services and products

= Streamlined and redesigned
end-to-end delivery process

Operations: free up cash

= Leverage cost saving programs

= Automated processes and optimized systems &
tools

= Alternative partnership models
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Back up

37
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Business Transformation with Subscriber Data Management:
Flexibility in supporting Transformation Strategies

/ SDM ODBC/JDBC XML, LDAP, etc.

Virtual View
Sub

App Data Centralization

Enhance w/3 party
Identity Management

Partner /
Enterprise Data

Identity, Service,
Device

Service, Data

Devic

Identlt Service Profile Centralization

Identity, Service,

|
|
Device I
-
Identity, Serwce,- 1 -
Device |
|
|
|
|
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Identity, Service, Device

Identity, Service
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IP Transformation Centers Partner to Manage Complexity, Speed Time to Market and
Drive Predictable Results

The IPTCs provide:

Hands-on experience with over 40 industry-leading transformation programs,
repeatable methodologies and best practices to apply to your program.

Centers of excellence for integration and migration in a global, networked, end-
to-end, multivendor lab environment.

An environment of pre-integrated solutions including networks and applications
for IPTV, IMS, wireless CDMA and UMTS, cable and TDM switches to reduce
investment and time to market.

A multi-discipline network of IP Transformation domain experts.

Mitigating risk and controlling cost for IP Transformation
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Process and Design Principles

Step 1: Project Definition Step 2: Step 3: Design w/QoS Step 4: Validation

And Global Data Entry Applications And Business
Characterization & ) Case Analysis
Traffic é{,@/

Define or =/ é@f
o b Modelin
é\n/ Open 9 Local Data Local Data Entry

Project Entry
é’\o‘““@/‘ Libraries ) —
R IMS 5 Reliability
e

é,{é@/— Local Data | Module N Module
Entry -/

s
\ 4 & /
/S

Data Coll. | Ethernet | " ./.
Module ACTM | Module /

~ 000/ N
/

Data File . MPLS . Business
Input Module Case

Innovative Methods Drive Speed-to-Market, Sound Planning and Network Reliability
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