Creating Business Value with IT
Disruptive Customer Value Linked to
IT Business Transformation

Tom Lesica, GVP, Global Information
Technology and Business Operations
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Short History, Varied Business Environment
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What We Hear Every Day:
Help Me Drive Business Value

CEO

Increase Revenue
“Our main priority is on winning
business back and growing
our top line.” 1

Reduce Costs
“Even in growth markets, cost
reduction is a top-of-mind issue.
We have to reduce overhead while
maximizing efficiency” 2

Lower Risk

“Our top two business priorities
are security & continuity, after that
next priorities are numbers
5and6.” !

Footnote: 1. Mercer Management Consuling, interviews with 50 c-level executives, April 2004 2. Lane & Co., focus group discussions, March 2004.
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Maximizing Customer Interaction
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Strategic Objectives Drive Initiatives

Global Leader in Communications Applications

Global Leader in IP Telephony

Global Leader in Communications Appliances

Portfolio — Global Leader in Services
Reinvention |

—~ Known for Performance-Based Culture
Change

__ Management _

Preferred Supplier and Partner

Process
Intensiveness
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Unique Combination
of Integrated Customer Value

* Flexible
 Modular
Nodligzons s © Ubiquitous

...Ccustomer
path, Avaya

pace a 1d Customer
[ Value

choice

SV Seiigass ), © Single-point
- accountability

e Multi-vendor
e Secure

* Open
* Reliable
* Evolutionary
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If Communications Ruled the World
Communications-Centered View of IT
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Contact Unified
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System & Network Management

Converged Infrastructure

Network
Servers Gateways Infrastructure
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Roadmap/Timeline

Personal Productivity/Mobility
* Deploy

* Unified Communications

* IP Softphone with IM

* WiFi/Mobile integration

e Converged PDA

Customer Service

« Deploy
e Distributed IP Contact Center
e Speech Enabled Self Serve
e Proactive Contact

Distributive IP Communications

Infrastructure
e Deploy
e |IP Servers & Gatew ays
e Begin SIP Trials

Personal Productivity/Mobility
e Personal Workspace

e Seamless Roaming WiFi GS, WiFi CDMA
e Video integration
* Vertical applications

Customer Service

e Distributed Enterprise Contact Center

e Distributed IVR

e Initial SIP and App Server

e Natural Language Call Routing

* Event Notification Applications (Email,
SMS & Voice)

Communications Services
« Initial integration of communications into
Web App Servers

Distributive IP Communications

Infrastructure
e SIP Trials and medium scale deployment
* Increased resilience & scale

Personal Productivity/Mobility
e Personal Workspaces

e Expanded Multimedia Conferencing
e Increased User Device Support

Customer Service

e Expert Locator

e SIP & Web App Server Capabilities
e Event Notification & SIP Integration
e Enterprise Wide Reporting

Communications Services

« Enhanced Communications Web Services
modules available for application
integration

Distributive IP Communications

Infrastructure
e SIP large scale deployment
¢ Increased resilience & scale

FY 2004 FY 2005 FY 2006
9
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Avaya’s IT Business Transformation
Supporting and Creating Competitiveness

 Brand Experience and Value
» Creating customer value

* Easy to do business with Functional Excellence
* Op_er_atlng Product Salesand Business Service
Efficien Cy Offers Marketing Operation Offers

Guided
Selling

e Transaction
ease

o Supply chain
and workforce
productivity

Customer
Care

» Asset utilization Service

Delivery

Finance...
Procureme

— Process Integration
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Analyzing, Rationalizing our IT Assets

Processes for Faster Delivered Simplify and Reduce
Customer Satisfaction Products and Offers Systems

T | R U L [

: L Supply - Consolidate
Consistent Reporting Configuring Chain Archlt_ec_:t_ for Systems
to Needs . Flexibility y
Processes v Responsive-
v Self-service NE€sS v
Customer Manage
and Partner Experience Custom Code

Strategic value. Brand alignment
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Value-Driven Strategic Transformation
Priorities:

 Integrated Virtual Enterprise
Virtual contact center, speech access
Uniform applications over IP, Softphone

 Workforce Collaboration, Productivity
Teleconferencing without vendor

Tunnels provisioned fast, without private lines
5,500 remote associates via VPN, Branches same as HQ

« Security, Continuity and Asset Utilization
VPN over multiple carriers, connectionless links
>$12M savings / year from transformations in 2002-2003

 Enabling the Value Chain
Communications-enabled business processes and workflows

Autonomic real-time event management

Copyright© 2004 Avaya Inc. All rights reserved 12 m



Contact Center in an IP Telephony Environment
Our customer contact needs are the same as yours

(The challenge: 500,000 customers; 24x7; 50 countries)

LALA.

. Today
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+ Multimedia CTl integrated with Siebel - L e s NH
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T o g - Mw% % 3
. «. --------- : |_ iKi OH _A:;
T £ BE
....... S, R
P o § M }Tl,JL_lnes ccmnectlng CO and NJ
e s Expertlse wiin Call-Genter walls only
Results =N = Traditiondl ‘Touch-Tone’ IVR
- $5M/yr SAVED it staffing R “Voice- -Only CTI . 8¢
» Eliminated 279 hub and T1s “.. i ° No Email or Wesb Integratlon
- Cost per Request DOWN 25% per caﬁ "““‘*ﬁ’mDed'Catfrfqﬂca” “Center staii
« Revenue per Agent UP 71% | North FL o
» Expert Contacts per Month UP (320 in “A . " ontapfrom
'01, 575 In ’03) West FL Ce?iﬁ@ifﬁ;\ a-nywhere
viam sa 1D Avaya
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Millions Saved Through VPN

* Challenge

Slash recurring cost of WAN connections and employee
remote access costs

Enhance business continuity and security

e The Solution
Use VPNs to link 300 sites around the world

Replace costly frame relay and ATM connections, using Avaya
SG Security Gateways and Avaya VPNremote client software

 The Benefit
Expected 5year net savings of $13.3M
3,000% ROl with 7.2 months payback
Improved business continuity and security
Virtually eliminated dial up costs for remote access
IP softphone use, reduces mobile phone costs
Broadband connections in minutes rather than days

,,,,,,,,,,

e
i
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F|nd ReSident EXpeI‘t Applies to Many Situations:

*Find “Resident Sales Agent”, “Resident
Insurance Agent”, “Expertin a Field”, etc
*Automated manner of identifying and
communicating with skilled expert, on any
device, anywhere

Customer Customer calls Find Resident
Request branch office Agent

Multichannel

Skills (match Match Customer Needs to
Contact (agent ( ) Expert Skills:
ALY Presence/Avail Determine Avail + Best Fit

available;
customer)

Rendering

(Multimedia)

-
-——— -
-

4

*Expert 1 Expert 2 Expert 3
Available Not Available On Conference
< Call

Communicate
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Event Driven Communication Enablement

On a previous call

Event:
Earnings Announcement
Profit Warning

Analyze Event
& Impact

Via Whisper, Email, IM
per user preferences

Conference-On-
Demand

Identify
Decision
Makers

Conference
Appropriate

Decision Makers!

Establish Bridge
Conference
(Multimedia) all parties

Multichannel Contact

‘u Portfolio:

Copyright© 2004 Avaya Inc. All rights reserved

Presence, Availability,
Personal Rules,
Business Rules Routing

.« Screen . \
- SpeeetrEnabled; N Rendering
Y- IM; video LT (Multimedia)

Context: Voice
Response
Event Topic

Link into Business

Business

O

rocess to complete
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Enabling the Virtual Enterprise
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Elements of Avaya Customer Value
Interact with Avaya Business Model

Avaya
>shareholder 4
Value

sfechnolog)

Transition Mode
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ClOs at the Strategy Table —

Is IT Being Commoditized?

Since 1990s, an expanding
role, not a commodity role

4 Reports to CEO/COO

v Active at the board level

4 Instrumental in strategic
Initiatives

v Takes roles outside IT,

e.g., operations,
transformation, GM

v Focused on value creation

Copyright© 2004 Avaya Inc. All rights reserved
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Subsegments Outpace

ClOs at the Strategy Table

IT Overall
_ _ . Services
Since 1990s, an expanding -Busitness process
. outsourcin
role, not a commodity role ’
v Reports to CEO/COO W S
v Active at the board level $1T $1.3T 5%
v Instrumental in strategic
initiatives
v’ Takes roles outside IT, IT Services
e.g., operations, . rowth
transformation, GM $536B $707B 7%

v Focused on value creation

4 Managing BPO

“commoditization” —— Growth
$110B $173B 9.5%
2002 2007

Copyright© 2004 Avaya Inc. All rights reserved GrOVVth:CAGR 20 Source: Gartner Group



Discussion:

What Role for the CIO?

 Determine what is
‘commodity’
 Desktops?
 Help desk?
« Web hosting?

« Selectively architect the
balance
 Build
« Buy
e Partner
e« Qutsource
 Offshore

e Create / expand strategic role
 Impact the business agenda

Copyright© 2004 Avaya Inc. All rights reserved

The Great IT Debate: Differentiator or Commedity? Carr, Lundberg (a2, Tapscott (pag: 2
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THE RESOQOURCE FOR INFORMATION EXECUTIVES

[SPECIAL REPORT]

HOW TO RUN

LL LIKE

A BUSINESS

Governance. Customer service. Operations management.
Financial controls. Applying rigorous !Jusmess practices to IT
is no longer a choice. For ClOs today, it's a matter of survival.

Including: Exclusive CI0 Survey

ROl for 47 business practices
rated by 100 top-tier organizations
([T T e T TR T TN i
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Thank You
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