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Basic Definitions

» Digital Goods: Software programs, content, services or digital
enablement of functions. Value is provisioned based upon a set of
usage (or “license”) rights.

* Entitlement: An aggregation of current and future usage rights for
the usage digital goods

* Entitlement Management: The processes and systems for managing
entitlement rights associated with digital goods.

* Fulfillment Management: The consumption of rights associated with
a fulfillment
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Powerful Digital Goods Monetization Models
Flexible Access & Revenue Models

* Virtual Up-sells A e

* Support Revenue

* Subscription
* Flexible Capacity
* Debit Card

* Pay-Per-Use

- C——

* All You Can Eat NN | SHERLOC

* Cloud Bursting

CHIPMUNKS
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The Need for Entitlement Management

Physical Goods

Digital Goods

Factory

Ownership, Possession

Wear & Tear

Build, Stock, and Ship Once

Anonymous

O SoftSummit~20

Download Server & Self-Serve Portal
“Right to Use”

Digital Goods Lifecycle (Rights Refresh) &
Compliance Management

Buy and Interact Often

Personalized

File Edit Controls Wiew Store Advanced Help iTunes HOX
D)) e 3 1 CHE—
iew Search
T [ Name Time | Artist 4 Album Genre MyRating | Play Count | Last Played
m # Dancing Queen 352 ABEA Gold: Greatest Hts Rock Iy
# Knowing Me, Knowing You 4:02 ABBA Gold: Greatest His Rock [j
@ Take a Chance an Me 404 ABEA Goid: GrestestHits  Rock
1@ v shons @ The Name OF The Game 400 ABBA Gold: Greatest Hits Rock
g Podcasts  Backin Black. 415 ACIDC Backin Black RackiPap
o Radio @ You Shook Me Al Night Long 230 ACIDC Backin Black RackiPap
@ Hallelujah 310 Adams, Ryan Demoltion RockiPop
G @ New York, New Vork 347 dams, Ryan Gold RockPop
[ iTunes Store # The Rescue Blues 3:38 adams, Ryan Gold RockjPop
[#] Purchased @ Somehow, Someday 424 Adams, Ryan Gold Rock/Pop
Y PLAYLISTS  ihen the Stars Go Blue 231 Adams, Ryan Goid RackiPop
S ey shuffle  Touch, Feel & Lose 417 adams, Ryan Gokd RackiPop
" @ Love Is Hell 319 adams, Ryan Love Is Hell Part 1 RackiPap
[ o musc  Wonderwal 409 Adams, Ryan Lave Is Hell Part 1 RockfPap
[8] Music videos @ Avalanche 506 Adams, Ryan Lave Is Hell Part 1 Rack{Pop
8] My Top Rated  Don't Even Know Her Name 201 adams, Ryan MorrozanRole <€ Rock
8] Recently Added  IF 1 4m A Stranger 4:38 adams, Ryan & The ... Cold Rases Country
[8] Recenthy Played  IF LAm A Stranger 438 Adams, Ryan & The ... Cold Rases Country
Wl  Life Is Beautiful 426 Adams, Ryan# The ... Cold Rases Country
 Life Is Beautiful 428 adams, Ryan & The ... Cold Rases Country
[ kdlang # Dear John 4:36 Adams, Ryan&The ...  Jacksonvile City Mights  Country
[4 temp # Dear John 4136 adams, Ryan & The ... Jacksomvile City Nights ~ Counkry
@ Water SongjJanie's Got A Gln 5:33 nerostith Pump Rock
 Going ta Town 317 The Afghan ihigs BlackLove Alternative ...
 Crazy 404 The Afghan Whigs 1965 RackiPap
& Crazy 4:04  The Afghan Whigs 1965 RackiPop
 When Youre Faling 259 Afro Celt Sound System
@ when Youre Faling 259 Afro Celt Sound System
@ Sexy Boy 458 A Maon Safari Electronical...
@ Talsman 416 Air thoon Saferi Electronical...
@ Spirit Of 76 7:06  The Alarm Standards Alernative
 Blaze OF Glory 4 The Alam Standards Alernative
 No Excuses 418 Alics In Chains Jar OF Flies Rock
@ would? 228 Alice in Chains Singles [Original Soun...RockfPop

® Colour Mg, 432 pllison, Dot

Afterglow Electronica

1750 songs,
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Indicators of Entitlement Management Problems

Companies
“stuck” here

Key Indicators of “Hitting the Wall”

* Revenue leakage

* Low renewal rates

* M&A overhead is limiting scalability

* Customer dissatisfaction markedly increases

* Inability to address new pricing/license
models

 “Software as a Business” for device companies
* Can’t monetize new technologies -
Virtualization, Cloud, SaaS, App Stores, etc.

1 2 3 4
Adoption Proliferation Scalability Leadership

Investment

Entitlement Management Maturity Level

(Business Value Derived)
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The Cost of Entitlement Management Problems
Mi I I 1 on Dol l ar Probl ems Mani f est

* Revenue Leakage: Poor Visibility of Customer Entitlements (10% of Revenue)
* Missed Revenue Targets Due to Revenue Recognition Delay (Market Cap)

* Excessive M&A Integration Costs (S3M one recent case study)

* Low Renewal Revenue (Targets: 85 — 95% Renewal; 50% of overall revenue)
 Costly, Slow, Inaccurate Order Entry & License Processes (S750K/yr+)

* Prohibitive Cost to Migrate to Newer ERP Versions (S500K+)

* High Cost of Customer Support Incidents (S700K+)

* Market Share Loss or Inability to Meet Demands of Cloud Computing, Usage-
Based License Models and Virtualization
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Scaling the Wall

4 Principles of High Performance Entitlement Management

O SoftSummit”2011

Slow in, Fast Out — Develop the Top/Down
Business Architecture “playbook”

Loosely Coupled, But Highly Cohesive —
Separate Entitlement Management
Functions and Embrace a Distributed Data
Model to Promote Accurate Data

SOA Nice — Use an Entitlement Hub SOA
architecture to Enable Performance,
Modularity and Scalability

Hail to the Chief — Establish Governance &
Leadership
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Principal #1 — Slow In, Fast Out
Develop the Business Architecture Playbook Using a Top-Down Method
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The 4 Principles Maximize Value in Minimum Time
Proven Methodology

\ 6 - 10 Months

&
N

Vv

Go Live

Education Use Case Evaluate

& Assess Catalog & Plan

2.5 Months

N
7

N

Policies
Operational Model (Use Case Catalog)
Reference Architecture
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Top-Down Entitlement Management Framework

Product &

Corporate Business Goals Customer
Market .
) & Practices Needs
Climate
License Term
Revenue l
Model & License Metrics
Commercial
Intent
Product (Line) Strategy
Governance & Structure
& Policies l
Compliance Compliance Strategy
" I
Enforcement
Standard Enforcement
Entitlement P ttl r A
rospect-to-Suppor
Management g o

O SoftSummit”2011

Processes & Systems
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Policy Document: Define & Document Commercial Intent
Making Money in a Flexible but Structured Way

Purpose

Scope

Guiding Principles

Definitions & Lexicon

License Models

Product Taxonomy & Lexicon

Compliance Segmentation and Enforcement
Technology Deployment Standards

M&A Activity

10. Change Management & Approval

L X N O Uk WWDNRE

11. Governance
12. Vocabulary

© SoftSummit™ 2011 FLEXERA

SSSSSSSS



“Prospect to Support” Business Processes
Defining an Operational Model

* Download
e odar * Install « Add Users
. * Upaate * Activate —> ¢ Hierarch
* Try & Buy —~ o Patch Fix [~ Register * Move '
* Evaluation * Beta * Configure
* Loan
* NFS

Configuration Pre Sales Revenue Administrative Entitlement Product License Customer

& Setup Entitlements Entitlements Entitlements Admin Fulfillment Lifecycle Management

* Asset

* New Management
* Addon ) 8

* Taxonomy * Upgrade M A t " View

e Products > PE .erge ccoun Entitlements
* Renewal > ¢ Divest Account —

* Models * Return
*True-Up * New Contacts

* Order Rules “ELA * Move

* Emergency
* Migration/M&A
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“Prospect to Support” Business Processes
Many Factors & Influences Depending Upon Type of Business

* Market/Customer (Geography, Size, Internet Access, “Black sites”, roles,
sophistication)

* Channel (Direct, Indirect, OEM, 3™ party, etc)

* Program (OEM, Enterprise, Standard, etc)

External Requirements

Configuration Pre Sales Revenue Administrative Entitlement Product License Customer

& Setup Entitlements Entitlements Entitlements Admin Fulfillment Lifecycle Management

Internal Requirements

* Product & Structure (HW/SW, SW, HW, “Bundles”, suites, upgrades, updates)
* License Model (Perpetual, Subscription, Usage)

* Support & Renewal Model

* M&A Integration Processes

* Enforcement Method (None, Embedded Technology, True-Up, etc)

* IT Systems Capability
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Operational Model Document

Documenting “Prospect to Support?’
1. Scope

2. Key Requirements

3. Reference Architecture

4. Pre-Sales Use Cases

5. Entitlement Use Cases

6. Entitlement Administration Use Cases

7. License Fulfillment Use Cases

8. License Lifecycle Use Cases

9. Product & Customer Administration Use Cases

10. Customer Administration Management
11. Development Use Cases
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Principal #2 — Loosely Coupled, but Highly Cohesive

Separate Key Entitlement Management Functions and Embrace a Distributed
Data Model
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Entitlement Management Ecosystem Functions
— Opportunity Management — Quoting & Sales Pipeline Management

— Contracts — The Definition of contractual terms
— Configuration— The creation of orders

— Financials & Orders — The performance of financial transactions

— Entitlements— The accrual and management of usage rights based
upon a series of financial transactions and fulfillment activity

— Fulfillment — The redemption of entitlement rights. Assignment of
activation and license rights should be done as late as possible (late
binding)

Financials &

Opportunity

Contracts

Configuration Entitlements Fulfillment
Orders

Management

FlexNet Operations

CRM ERP (On-Premises; On-Demand)
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Airline e-Ticketing Analogy

Financial Entitlement Accrual & Different
Transaction Management Fulfillment Methods
S p— e_Ticket Locator: WUNITED BOARDING PASS
Personal e

Membership Status

XPW7DCT
UNITED 3) ‘

e |

My profie | Worldwide sites

Planning & booking ~  Reservations & check=in ~  Mileage Plus® ~ Services & information ~

18 Locking for Continental Airlines services? Visit continentsl.cor | Shepforflights | Specialdeals Trave

Hi Cris, you have 406,547 award miles.

6,201

or 112 elite status segments (EQS) =

My reservations

T
J 1 dnlimited Domestic Unlimited

notification - o Upgrades <

Email / Login

Systemwide Upgrades & 4

Regional Upgrade & 5

Corporate ;:‘\ ::: ::wyr(;:;:nr&ﬁi V0Ll cAn @arn on far rentals © Sg\porade balance Excheckin
Account - ) - @ @ internet r & 100% :

Unfulfilled Fulfilled Accrued

Entitlements Entitlements Entitlement ——

* Seat Selection Rights

* Upgrades Entitlement Account ID

* Changes (Frequent Flier #)
Purchase Manage Account Boarding Pass
Airline e-Ticket & Travel Details for (Fulfillment)
(Right to Travel) e-Tickets
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Apple iTunes Analogy
Keylesson:The “binding”
“Behind h e goods to a device (fulfillment a license
scenes key) should occur late and not during
financial transactions or in
entitlement creation.

. ] Fulfillment can be performed by the
1. Financial - —____ end customer, channel partner or
Transaction , ,
internal manufacturing group

2. Install
Purchased
Song into
Entitlement
Account

3. Fulfill: Select
& Bind to
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Master Data is Distributed

Associated with Operational System that Creates the Data

Opportunity Financials &

Contracts Configuration Entitlements Fulfillment

Management Orders

FlexNet Operations

CRM ERP (On-Premise; On-Demand)
CRM ERP FlexNet Operations
(On-Premise / On-Demand)
* Support Contracts « Software ,
) - * Software Entitlements
pportunities Contracts . li Kev Attribute Mappi
« Quotes/Proposals . Customers icense ey. ribute .appmg
* Software Binary Mapping
* Products . :
* License Key Fulfillments
* Orders

* Software (ESD) Fulfillments
* Service (SaaS) Provision

f

Bl (Information Associated with Transaction IDs)
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Principal #3 — SOA Nice

Use an Entitlement Hub SOA architecture to Enable Performance, Modularity
and Clean Data
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Deploying the Entitlement Hub

Business Level Interfaces from Various Systems

w ORACLE

/l Order Mgr ].l MRP Mgr I.l ST

Policy [

Document

Data Contracts & Communication

Data Contracts & Communication

Operational a| FlexNet
Model - Entitlement

\

Opportunity Mgr ﬂ Product Mgr ﬂ Bl Mgr

salcg}ﬁmacmn‘
o

e Om Dermand ™
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ESD \
Fulfillment

License

Fulfillment

SaaS
fulfillment
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A Deeper Dive into the Entitlement Hub

FlexNet Services Platform

Entitlement Hub
(Re-usable componentry)

P
L ]
ag! le” S Entitlement Business Policy
. :('E //
S
g 2
. £ =
ORACLE G S
o -
3 z
g o
£ 2
Q
©
=
S .
a N
®
Integration/Communication Layer
(Data Contracts)

saleforecorr  QHMEREMEDY

FlexNet Engines

Licensing
& SaasS

(%]
)
2
>
—
T,
)
o)
=

Updates
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“Create Entitlement” — Simple ERP Interface

<xsd:element name="CreateEntitlement">
<xsd:complexType>
<xsd:sequence>
<xsd:element minOccurs="0" name="systemlId" nillable="true" type="xsd:string"/>
<xsd:element minOccurs="0" name="orderNumber" nillable="true" type="xsd:string"/>
<xsd:element minOccurs="0" name="endCust" nillable="true" type="tns:OrderOrg"/>
<xsd:element minOccurs="0" name="lineltems" nillable="true" type="tns:ArrayOfOrderLineltem"/>
</xsd:sequence>
</xsd:complexType>
</xsd:element>
<xsd:complexType name="0OrderOrg">
<xsd:sequence>
<xsd:element name="Accountld" nillable="true" type="xsd:string"/>
<xsd:element name="Name" nillable="true" type="xsd:string"/>
<xsd:element name="Contacts" nillable="true" type="tns:ArrayOfOrderContact"/>
</xsd:sequence>
</xsd:complexType>
<xsd:complexType name="0rderContact">
<xsd:sequence>
<xsd:element name="Contactld" nillable="true" type="xsd:string"/>
<xsd:element name="EmailAddress" nillable="true" type="xsd:string"/>
<xsd:element name="FirstName" nillable="true" type="xsd:string"/>
<xsd:element name="LastName" nillable="true" type="xsd:string"/>
</xsd:sequence>
</xsd:complexType>
<xsd:complexType name="0OrderLineltem">
<xsd:sequence>
<xsd:element name="LineNumber" type="xsd:int"/>
<xsd:element name="Sku" nillable="true" type="xsd:string"/>
<xsd:element name="Quantity" type="xsd:int"/>
<xsd:element name="StartDate" type="xsd:dateTime"/>
<xsd:element name="EndDate" type="xsd:dateTime"/>
<xsd:element name="LicenseType" type="xsd:int"/>
<xsd:element name="Activationld" nillable="true" type="xsd:string"/>
</xsd:sequence>

O SoftSummit" 2011 2 FLEXERA
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Principal #4 — Hail to the Chief

Establish Central Governance & Processes with Cross Function Participation

Marketing Product Legal Release Test Pricing Finance
Manager
Order
‘ Management
Support
- . Sales Operations <

\\

\ ~ j IT Architect
Product -

L4

Business Leader
(License Czar)
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Goal — Align Intent, Product Design and Systems/Processes
Cross Functional Governance Enables Synchronized Change

—
License Term

License Metrics

Product (Line) Strategy &
Structure

Compliance
Segmentation

Revenue Model
(Intent & Structure)

—

Enforcement Approach

Prospect to Support (P2S)
Systems & Processes

Governance

Standard Technology & Po

Product Design Entitlement Management
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Governance Ecosystem Model

1. Governance/Standards

Review Board

L Policies

e License Models & Metrics

* Product Structure/Taxonomy
e Special Licenses

e Compliance / Enforcement

* Pricing Standards/Approval

* Misc. Business Policies

2. Common License
Technology

\4

Company
Software

o (@)
5 9
o o 3
o > 3
—tlho
3 ® 35

" eCreate Binary Structures

e |dentify Key Features

< eFeatures Enabled by License Key

¢ Product Management Defines Products

-

3. Automated Software
Supply Chain

Order—> ERP

\4

A

Part Master

A

CRM

l o Serial

Entitlement & Number
Fulfilment l

| —~38

A

Portal

A
y

e License Keys
ESD e Binaries

e .
4. Customer -Centric
License Fulfillment
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Conclusion

* The Adoption and Evolution of Digital Goods is Enabling (and in
some cases demanding) New & Innovative Revenue Models

* The Full Realization of These Benefits Requires Effective
Entitlement Management Systems & Processes

* Following “The 4 Principles” Will Yield a High Performance
System in the Fastest Time
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Questions?
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For More Information

* Michael Smith
msmith@flexerasoftware.com
408 332-3576

* Cris Wendt
cwendt@flexerasoftware.com
408 497-0632
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Product Review Board

e Review board ensures Product release adhere to standards
e Variances are approved:
e Standard is extended
e Other Products Impacted
e Variances are rejected:
e PM revised plan
eBoard can offer “guidance” for new releases
*Vehicle for Managing Policy Changes

New Product Review

Review

Standard?
Board Implement

New R = ------
Release
(0]
Product | pg ----—-

—————— Policies
(Structure,
Pricing,
EOL Plan,

Etc.)
Checklist

Yes
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