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About OSS Observer

Founded August 2003

OSS Market Research and Advisory Services
Focus on global telecom segment
Subscription & custom consulting services
Analysts located in Boston, Chicago, and UK

Over 50 years combined industry experience
GTE - HP - Marconi - C&W - Tellabs - Aprisma - Ceon — RHK

Clients: Service Providers, I1SVs, Equipment
Suppliers, Investment Community

Web site
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Telecom and OSS basic numbers

Top 100 Service Providers

$1,500 -
4.2%MN
2]
1,000 -
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S 6.5%V
Revenue OpEx CapEx All OSS
02002 $1,070 $736 $182 $31
@ 2003 $1,115 $744 $171 $29

Source: OSS ObserverD 2002 @ 2003
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Commercial OSS spending

$ in millions
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$9,420

$8,513
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$9,400

$10,233

6%

Source: OSS Observer
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OSS challenge

New spend drivers
New services
Improving customer experience
Reducing operational cost - automation
Consolidation

Flexible OSS architecture

Few service providers taking a top down
approach

Enterprise wide solutions
Retire and consolidate systems - reduce TCO

© Copyright 2004 OSS Observer LLC 6
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CSPs have lots of OSSs

o v YO
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No easy way to changing OSS

CSPs are only likely to gain
significant business
advantage if they are
prepared to introduce new
and replace existing systems

Migration - costly, time
consuming and can be
terminal!

Employee buy-in is imperative
Focus on the benefits and

clearly communicate them,
continuously.

Suppliers and CSPs need to
develop an alternative
approach that supports the

©Cion!rod%scsi(i)gelr1veggo1d replacement
of ©88°in an evolutionary
manner
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Most OSS does not impact business units
or the corporation as a whole

Business}
Impact s
Change Compeutive
Business§ Advantaie

Increase
Revenué

Reduce
Costs

Organizational

Department Business  Corporation Scale
Source: OSS Observer Unit
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Board of Management

Corporate Center

Fixed Division Mobile Division Other?
Fixed MNetwarks: Bustiiess Solutions:

= Segment Consumer = Segment Business u E-Plus = KPN Retail *
= Fixed Telephony = Connectivity = KPM Mobile = KPN Sales *
= Broadband = Integrated & managed The Nederlands
= Planet Media Group Solutions u BASE
m X54ALL = KPN EnterCom
= KPN.com 3 = KPN EuroRings

m Carrier Services = Rev $1 6 billion 2003

m Fixed Network Operator n # 21 CSP oss
Observer service

1 KPN Retail reports to the Managing Director of the Mobile division

sports to the Managing Director of the Fixed division pf 9V ld:i rii ldgl(

3 Distribution Channeal
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Of the Top 30 Global Service Providers
Only six have corporate-wide OSS
strategy

Telecom ltalia

Bell Canada
BT
AT&T

Sprint Nextel

© Copyright 2004 OSS Observer LLC 17



Evidence of two more Tier1’s with
Corporate-wide OSS strategy

Telecom ltalia

Bell Canada
BT
AT&T

Sprint Nextel

© Copyright 2004 OSS Observer LLC 18



Only one has made corporate-wide OSS
strategy work

Telecom ltalia

Bell Canada
BT
AT&T

Sprint Nextel

© Copyright 2004 OSS Observer LLC 19



Nextel is more efficient than other mobile

CSPs
Mobile Operating Financials
Annual, Per Subscriber - 2003
900.00 - _
800.00 -
700.00 - - -~
600.00 - N m M
500.00 - = M N N M
400.00 - e
R - 1? 1? }F 1T
108-.00 | T T T —|> —|> —|>
N % % > S 9 )
& - N @}e? & °<\Q\\\' \QO & %jS\
AO ' $\ @\ (@) \\Q N\
S & 28
& v

0 Revenue O OpEx O Operating Margin

© Copyright 2004 OSS Observer LLC 20




Nextel corporate-wide initiatives

Billing and Customer Care
Amdocs system

Consolidated 14 billing systems across Nextel and
Nextel Partners

Network Resource Management
MetaSolv system

Eliminated hundreds of spreadsheets and adhoc
systems across Nextel

Performance Management
ADC Metrica system

Common system deployed across all of Nextel and
Nextel International

© Copyright 2004 OSS Observer LLC 21
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Current state of the art in telecom

No one can get operating efficiencies,
economies of scale, across a business
larger than $10 billion annual revenue

Nextel (the 27t largest) is the largest
CSP that has implemented major
automation systems across the entire
business

All the larger CSPs and many smaller

CSPs are simply holding companies of

similar businesses with few operating '.!
ocrgyPrETgJtes’ S



OSS at the wrong level in the business
decision process

OSS investment typically lags
network, customers, people and
Network | PrOC2SRjecessitates OSS to be very
—{ Customers | erXII°|el'ypic¢:|IIy results in
{ People ] bespoke 0SS

| ProcetssE P oymentlsﬂpqd of

f 0SS ] 0SS reduced

o
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Shifting the mind set

Optimizing OSS,
People and Process
, \ leads to efficiency and
| Customer | flexibility.
[ People ] [ 0ss [ Process ] Billing, CRM, OSS are
) . the same thing....
' Network | Software systems that
provide operations
auvtomation

Legacy OSS are
strategic assets

V.

a3
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Pushing OSS decision-making out of
departments will increase OSS impact

Business}
Impact s
Change Compeutive
Business§ Advantaie

Increase
Revenué

Reduce
Costs

Organizational

Department Business  Corporation Scale
Source: OSS Observer Unit
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Depend on major commercial
suppliers?

Because of departmental buying, ...

Only one supplier has over $1 billion annual
software revenue

Only two other OSS-focused suppliers with
more than $250 million annual software
revenue

We are aware of over 400 commercial OSS
suppliers worldwide (not counting hundreds of
small integrators)

Typical vendor has under $10m annual

revenue V.!
b,

ocpverage.deal size is under STm 5



Many vendors supplying multiple

segments

*Ace*com *EDB Tel
ADC *HP -
*Agilent *Inet g
*Alcatel *Intec %’.
Amdocs *Lucent 3
*Azure *Narus
*Basset *Openet
*Cerebrus *Portal
-Comptel ‘LHS charg'?,f;'(ﬁ'};‘f
«Convergys *Sotas pay non IN
«Connexn *Subex based)
*CSG *Tertio
‘DST *TTI subsc:“ff‘:
*ECtel Vibrant Manag®
Networks
\
Amdocs *Kana (& 5
*BMC *PeopleSoft v
*Chordiant *Pivotal
-Convergys  +Oracle | “BEA
CSG SAP *IBM
*E.piphany .Siebel *llog Valaran
TTI *lona -V_erfel
“““““ *Seebeyond *Vitria

Component

© Copyright 2004 OSS Observer LLC
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*Aircom *Jacobs
*Amdocs Rimell
Alcatel *Lucent
*Axiom *MDSI
*Cramer *Metasolv
*Cisco *Micromuse
*CoManage *NetCracker
«Comptel *Sheer
*Cheetah Networks
*‘DSET *Siebel
«Staffware
*Agilent *Nettest
*Acterna *Nokia
ADC *Nortel
Alcatel *Quallaby
*Aprisma *Siemens
‘BMC *SMARTS
«Cisco *Spirent
*Clear *Telcordia
*Ericsson *Tolgrade
*Harris *Trendium
*HP *TTI
sInfovista *Visual
*Lucent Networks
*Megasys WatchMark
*Micromuse Comnitel

29

59




What about consolidation?

As long as CSPs make OSS build/buy
decisions in individual departments the
OSS business will be a cottage industry
with hundreds of suppliers with sub-
$10m annual revenue - staying alive
but unlike to grow dramatically

..... those that fail feed consolidation

CSPs buying OSS to support multi-
billion business units will enable and
force supplier consolidation

© Copyright 2004 OSS Observer LLC 30



Commercial OSS spending

$ in millions

$12,000 -
$10,000 -
$8,000 -
$6,000 -
$4,000 -
$2,000 -

$-

2002

2003

2004

2005

2006

CAGR
03 -06

Global OSS

Expenditure

$9,420

$8,513

$8,764

$9,400

$10,233

6%

Source: OSS Observer
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Of the Top 30 Global Service Providers

Only nine have serious use of commercial
OSS

Vodafone

Telstra

KPN
Telecom ltalia
Telefonica Bell Canada

BT

TeliaSonera
Nextel
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What impedes commercial OSS?

Past experience with failed projects -
oversold and under delivered

Large, established IT groups in CSPs -
roughly 200,000 IT professionals
worldwide

Expectations that ultimately OSS will
give a competitive advantage - MCI
Friends and Family

Fragmented industry with few large
vendors

© Copyright 2004 OSS Observer LLC 33




What about NGOSS?

NGOSS principles are widely but not
universally adopted

CSPs looking for vendors to implement

Vendors looking for CSPs to require in
architectures and RFPs

Practical, related moves in OSS/J have
interest from CSPs

© Copyright 2004 OSS Observer LLC 34



OSS Observer evaluation of NGOSS

Of the Top 100 CSPs in the world
Less than 10 have serious projects based on
NGOSS specifications

Some have specified NGOSS is RFPs but we
don’t think these are absolute requirements

About 50 are evaluating NGOSS to some
degree

Most that are seriously considering have
staff assigned to evaluate but that is as far
as the commitment

o
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Pushing OSS decision-making out of
departments increases NGOSS value &
promise

Impact s
Change Compeutive

Business Advantaye

Increase
Revenué

Reduce
Costs
Organizational
Department Business  Corporation Scale
Source: OSS Observer Unit

© Copyright 2004 OSS Observer LLC 36



What does this mean?

The pace of change is slow

CSPs that view OSS strategically - make
OSS decisions at business unit or

corporate level - will get the most
benefit from NGOSS

Don’t expect NGOSS to apply where
CSPs leave OSS decisions to
departments

CSPs inclined to take advantage of
commercial OSS are also the most Ilkely

to actually apply NGOSS o
(5
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Thank You

larry.goldman@ossobserver.com

mark.basham@ossobserver.com
patrick.kelly@ossobserver.com

www.ossobserver.com




