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DONNA LACHANCE (Director, Multimedia & Internet)
The following points are highlights from a meeting with Donna Lachance, Director, Multimedia & Internet at CWO.  Donna Lachance is an extremely impressive, articulate executive with clear views on where she sees the CWO HFC network developing over the coming 12 months and beyond.  She has an excellent grasp of the value drivers she is targeting for this asset.

(1)
Key milestone events to occur over the coming 12 months or so in relation to the launch of Optus@Home, high speed IPS business:


(a)
Manage and satisfy the initial, large, pent-up demand from customers keenly awaiting the deployment of a high-speed IPS service.  Use this process in the initial months subsequent to launch to fine-tune all aspects of delivering this service to customers.  STILL EXPECT TO LAUNCH PRE-XMAS 1999.


(b)
Around March 2000, prepare the business to deliver the Optus@Home service to the mass market.  The focus here is really on invigorating latent demand for high-speed services from a large base of prospective customers.  This will be driven by targeted advertising, mass-market advertising, retail distribution support and installation/provisioning support commensurate with demand generated by this process.


(c)
By end 2000, or early 2001, leverage off the expected availability of PC's containing installed cable modems.

(2)
CWO is actively lobbying equipment manufacturers to produce PC's with installed cable modems.  Not an easy task for CWO, given the manufacturers' experience in the US, where demand for such services has been "spotty" and non-aligned with established retail distribution avenues to market.


Australia is an excellent market for manufacturers to develop such equipment.  Why?  CWO (and TLS) HFC network does align very well with existing retail outlets, and CWO believes there will be an identifiable market that will buy such hardware.

(3)
The market focus for Optus@Home service is primarily the residential market; initially.  CWO will also target the SME market, although this may not occur until mid-2000.  Why?  CWO need to develop content that is relevant and interesting for this market, as well as developing a solution to provide the Optus@Home service in a LAN environment.


Such a service will allow CWO to move up the value chain with SME's, targeting web page design, web hosting and other web based applications.

(4)
Yes@work product recently launched – is a dial-up only product for the SME market.  It is a service available for a fixed monthly fee, during the day time.  This service is an example of CWO seeking to improve capacity utilisation of installed modems, which are largely idle during the day time, as the network is configured for peak usage after 6.00-7.00pm.  The service also seeks to match the desire of SME clients for Internet access that is affordable and available during their business hours; when CWO has ample network and modem availability.

(5)
Microplex ISP network acquired last year has recently received a complete rebuild and redesign of its network architecture (32 of 35 cities complete) coupled with a significant upgrade of the related billing system.  
Whilst normal capex requirements for this network will remain, the only significant area of upgrade outstanding is to the mail servers.  This should be complete soon.  As a result, the CWO dial-up ISP network is positioned to cater to increased net-adds, whilst sustaining improved performance levels.


Expect an accelerating trend of dial-up ISP net-adds at CWO going forward.

(6)
@Home experience in the US market:

· currently achieving 3.9% penetration of homes serviceable in markets dominated still by AOL (implication being that Australia should see higher levels of penetration for high-speed Internet access quicker than the US, as we do not have as strong an incumbent ISP);

· @Home management resident in Australia will be used to assist deployment of services in this market (competitive advantage versus TLS?).

(7)
CWO Internet aspirations:


(a)
Close the gap with TLS and Ozemail;


(b)
Establish itself as a strong No.2 (medium term).


Competitive advantage versus TLS and Ozemail?


(a)
Versus TLS = CWO sees itself as more nimble, focussed operator in this space;


(b)
Versus Ozemail = CWO will rely on its ability to bundle a range of services to target customer groups.

(8)
Distribution challenges for cable modem services?


(a)
Educate the market as to available services and benefits of using them;


(b)
Educate the distribution network to maximise penetration of services to the mass market;


(c)
Ensure pricing is easy to understand and affordable.  (It is interesting that Austar is offering its trial high speed MMDS service in ALbury at a monthly “all you can eat” access fee of $60-65 per month, with an installation & sign up fee of $199)

(9)
Rolling out cable modem services across the CWO network.  This can be achieved across the entire network, over a "couple of months" taking this time to ensure optimal deployment of services to targeted areas and delivery of service as soon as possible after demand/orders are stimulated.  No major upgrade/initialisation of network head-ends or nodes is required to deploy these services.  It is more a logistical issue of managing successful and smooth roll-out of the service.


Biggest cost of service deployment will be drop lines to households and small businesses.

(10)
Multiple Dwelling Units (MDU's):

· CWO needs to assess the viability of provisioning services to MDU's and address technical aspects of delivering quality services to MDU's.

· Once these issues are addressed, CWO will undertake a very targeted roll-out of services to MDU's with attractive customer groups.

(11
Donna Lachance's ultimate goal is to deploy multiple services across the HFC's network, with real upside lying with opportunities to develop and distribute e-commerce services to a large installed wideband customer base.

(12)
Threat of free ISP's in this market? – Donna Lachance does not believe the model, as it exists today, will survive in the Australian market.  Her belief is that many users of such service use these as a second Internet address.  These services often lack the features of an ISP offering access to such services for some type of access charge.  
AOL is achieving advertising revenue per subscriber of US$2-3/month, and any Australian free‑ISP (none of which will have the equivalent market presence of an AOL) hoping to survive on such revenues is doomed in the medium term.
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