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Software entitlements basics

Software Entitlement: a commitment of future

value made to a customer or partner and
delivered as a product or service

Examples: software licenses, support, professional

services (consulting, education)

Determinants

Product Type
Software Usage
Location

Time Period
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Pricing Terms

Support Level

Special Terms & Conditions
Deployment Models



Committed what, to whom, by when?

End-to-End Entitlement

e Distributor

* VAR
[ Partners ] « OEM

Sl

[ Par.ent_ J—[Customer Contract Order
Organization

Visibility

License Keys

Software
Products

rUpgrade Right\

—[ Support ]7

Renew

Decline

Copyright © 2006 Accenture All Rights Reserved.

Professional (
Services (

Consulting

Education




Growing importance of entitlements...

Software Company Evolution*

license sales drop | | 10K+ Customers

Dot-com bust, 0.25M+ Licenses,

|- N ——

50% of Revenue from Service&Support
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Years in Business

* Based on generalized growth trajectory of selected enterprise software companies. Assumptions: Company
WGopyidhirdles Gendee modeSap PightstR sseftweade, 85% renewal rate on 5-year support contracts.



... particularly to increase support revenue

Support Revenue Opportunity

Support
Revenue ($M) Incremental Revenue
4010 B 90% Support ______________________________ (for $1.4B company)*
Renewal Rate Yearl — ~$20M
e \ """"""""""""" ' Year 2 ~$40M
BO0 rrrrmmrrrrmrrrre e S fanERRRTIORPPREORPPRIETY ARRETPRPPRS Year 3 ~$50M
i i
V/T0)0 [0 PUTTRRUURRS 85% Support * By 2009, company total
Renewal Rate revenue would equal $1.92B
1010 T PP SR with higher renewal rate,
: “erwise at $1.86B
Entitlement helps erise
200 oo * Identify renewals due
» Reduce support cancellations
100 rorrrrrmrrsemr s « Reduce past due support
O I I I I 1
2004 2005 2006 2007 2008 2009
Assumptions

$1.4B software business in 2006, with 47% revenue from Support & Services
Software sold with Support, renewed for 5 years
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Varying implementation paths

Support
Renewals

PathB: 4

Support
Focus

Support
Contract

Revenue

Focus
New

1 Software
Business

' Controls
A Path D:
% Enterprise
IRg

Transformation
Merger/

Managemen Acquisition
Function- _ Cross-
Specific Self'serv'ce | FTRP Enterprise
° mplemen-
tation Impact

Impact o°
License \
Distribution PatH A:
IT Application Rationalization
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Balancing across business levers

Front-End Inputs Back-End Operations
and Data Management

Sales

&

Data ‘ Marketing

Reporting

Flexibility/ _

Priority Finance
\ R&D/ENg.

Access

Controls Legal, etc.

Entitlement
Variety
Services

Ability to
Track Flexibility in
Contract/ Entitlement Allowing

Agreement Together & Changes
Variability Apart
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Implementation decisions (examples)

Standard vs. custom entitlement terms and conditions?

 Process/system variation by region or BU?

« Who’s responsible for data capture and data quality management?
« How much customer self-service? For which customers? How?

« How many licensing frameworks and tools to maintain?
 Number of data entry points for customer and order data?

e Access control for software products?

 Master data access, cross-referencing and management?

« What to build vs. buy?
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Top 10 Lessons Learned

Entitlement Implementation: Must-Haves

Get executive sponsorship.
Governance &< _
Organization . Establish governance structure.

Create a cross-functional team with dedicated resources.

Business
Capabilities <

Define and agree on cross-enterprise data model.

Technical . Update system infrastructure to deliver “entitlements services”
Architecture via a flexible, agile architecture.

¥ 9. Convert historical data (but decide what and how much).
Stakeholder
Management
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On Governance/Organization

Example Titles

C-Level Executive

CEO, COO, CFO, VP
Sponsor

Steering Heads of Sales, Support,
Committee Marketing, Finance, IT, etc.

Entitlements Business VP of Order Management,
Owner Service/Support, or Sales Ops

Entitlements Working Cross-functional resources
Group (dedicated + part-time FTES)

Typical Projects

Business BEIE! Application S Additional
: : Engineering :
Processes Conversion Integration . Projects
Collaboration
Under-invested Most often Typically Nascent
under- heaviest
estimated emphasis
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On Business Processes/Capabilities

% Revenue

: ) 100%
Contribution

80% —=|— — — — — — _ Tier 3 Customers
Tier 2
Cugtomers

 Very standardized
business processes

e Highly automated
transactions

Tier 1 Custome

» Custom enterprise deals e Some

manual
* Mostly manual/ rocesses
exception processing P
« Adhere to data model 0% _
standards 0% 10% 30% 100%

% of Customers

Focus processes and data management on
where it matters most to the business
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On technical architecture: Simplification...

Typical Technical Implementation

’

Example Activities

» Prioritize business
needs/ requirements

End
Users Marketing Sales Customer/ Partner Support
t % ,\< )
\
» Create customer profile  « Update entitlements  Validate SW licenses * Revise business
» Capture order info » Extend support terms  « Validate support contract processes
* Record shipped licenses < Retrieve order history . Standardize/ simplify
kfl
Workflow _+ _+ ! | > VAV:.)r Ewsd 13 entrv/exit
- * Align key data entry/exi
Processes /, \ o?nts Y y
‘I A - 1 % p
-
l\ \\ o _\\ ~— L.~
'\_)‘/")’-5.%;7" ]
v \ 7 \ 7 N SNT — » Create customer
_ < ‘ B Y A master
EX|St|ng “‘ ® e — "'  / AAA A == = s * Integrate
Systems applications
Customer Contract Order Mgmt / Licensing Third Party Support (Case .
ERP Systems Systems Vendors Mgmt) Systems SOA baby steps

Repositories Systems
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... and SOA Approach

£ 8 82

&

End users Marketing Sales CustomerT Partner Support
SOA Entitlement Access
(Assembled/ -
Orchestrated A 4 4
Services) Create Entitlement Profile
...o.. .... ....;.. . oo'.:.......-.'. ....0 ’...
020 ecscoo0gec’ L 0e0® e, °
DO N NN ...........o. e0°®® . . .
“.“ i "' ® e ." —
Business A
Services Get Get Order Record Establish Validate Validate
Customer Info Shipped Support Software Support
Profile Licenses Terms Licenses Contract
® \ AR J A —
Existing _ . .
Customer Contract Order Mgmt/ Licensing Third Party Case Management /
Systems Repositories Systems ERP Systems Systems Vendors Support Systems
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On Stakeholder Management

User Communications Touchpoints
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Customers

Entitlement
Records

Marketing

External Users

Customer Facing
Internal Users

Non-customer
Facing Internal
Users
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Managing the entitlements lifecycle

Accenture Entitlements Capability Framework

Change/
Define Transfer/ Egﬂﬁ‘a’v of
Upgrade

Governance & Organization

' Commitment Management | [Entitlement Verification

' Entitlement Provisionilng

(.

Entitlement Data Management

Entitlement Reporting

Stakeholder Management
Copyright © 2006 Accenture All Rights Reserved. 15



Towards a more complex future

Bundled - Aggregated Entitlement
Entitlement » SKU Proliferation History/ Reporting
y 3
= Yz - 4 e
g — e C R
i it ange enew
O -
- Define Initiate M Transfer Retire
2 oe " @ @
' * More Offerings
ot e®, o 04 o, o
Individual
Entitlement * Bundle Disaggregation * Ownership Transfer * Renew
« Complex Upgrade Paths « Tiered Access individually
‘ = Software . . .
¢ = support * Virtualization « Offshore IT Operations

A\ = Professional Services
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 Utility Computing
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Questions or comments?

amy.y.horng@accenture.com
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