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Hello everybody.  Thanks for joining the call today.  We’re about to announce the first service provider certification programme, and I’d like to hand over to Nan Chen, who’s President of the Metro Ethernet Forum, to introduce this call today.

Nan Chen – President, Metro Ethernet Forum
Good morning and afternoon or evening, everybody.  I don’t where you are, but hopefully you do well.  What I want to do today is we’re really excited at MEF announced the result of the service certification programme, which Bob Metcalfe has actually announced last October.  So the result is obviously is the first milestone, if you would, for service providers and for MEF in terms of the first-ever service certification programmes in place, and with a result [inaudible].

Now I’m going to go hand it over to Bob Metcalfe to introduce and say a few words about the certification programme.  Bob?
Bob Metcalfe – Ethernet Inventor and MEF Advisory Director
Hi.  This is Bob Metcalfe.  I’m an Advisory Director of the Metropolitan Ethernet Forum, and am an Ethernet partisan.  I’ve been working on the Ethernet since it was invented 33 years ago.  According to IDC, last year, in 2005, there were about a quarter billion Ethernet switch ports shipped worldwide.  So Ethernet has been proliferating and evolving for 33 years, and it shows no sign of stopping.

Ethernet is evolving.  I like to use these five prepositions:  it’s going up, through, over, down and across.  It’s going up in speed in the local area network.  It’s currently at – its top speed is 10Gbs, but it’s going up to maybe 100Gbs, with possibly an intermediate stop at 40Gbs.
Ethernet is spreading into the wide area network, through the LAN.  Ethernet is spreading over the airwaves, as say, WiFi and WiMax.  Ethernet is spreading down onto embedded microcontrollers, of which there are about 10 billion shipped every year.  And very few of those are networked yet.

But relevant to today, Ethernet is also spreading across – across the boundary between the LAN and the WAN.  And this is where our esteemed service providers enter the picture, providing Ethernet-based services.  This is important because the Ethernet is the plumbing of the Internet.

And I like to describe that in four layers.  You know, there’s Ethernet plumbing at the bottom.  And then right on top of that is the Internet per se, the TCP/IP protocols, the Internet per se.  On top of that is the World Wide Web.  And on top of that, for example, is Google.

So that’s the natural structure of layering of the Internet.  And it’s important that we have native mode plumbing in our World Wide Internet.  Native mode Ethernet packet plumbing.  And that’s what today’s service provider certification aims toward, and is a big step toward.

Today we’re celebrating the testing of interoperability – actually certification of service providers, the first seven according to MEF service standards.  And of course the goal of this certification is interoperability.  Interoperability of these services according to MEF carrier Ethernet service specifications.  And that interoperability is a benefit to the customers of the service, so they can have a known, consistent interface to connect the WAN and the LAN and the World Wide Internet.  And it also provides the carriers an opportunity to provide end-to-end native mode Ethernet packet services underneath the Internet.

The certification process has not been a simple or easy one, and we’re all glad that we’ve reached this major milestone.  And I guess now it’s time for me to turn it over to Bob Mandeville of Iometrix to describe the certification process.  Bob.
Bob Mandeville – President, Iometrix
Thanks from one Bob to the next.  The certification process was indeed somewhat arduous.  In fact, we wrapped up the final of the 21 services of the seven service providers that we certified about 4½ hours ago.  So we worked right down to the wire, day and night.

So the days and the nights actually occupied us doing two things.  We asked service providers to take a first step, which was to build out their Ethernet services in their labs, including equipment that was representative of their operational network – the core layer, the aggregation layer, the edge layer, all the way out to the [unit].

This allowed us to run through the tests with the service providers.  It allowed us to make sure that the service providers that had applied for certification of services were in fact complying with service-viable services.  So in other words, we had to do a first check of – and this is a big step toward interoperability – to make sure that what is commercially sold as an Internet service indeed corresponds to the common definitions of Internet services that have been put together by the technical committee of the Metro Ethernet Forum.
So – and hats off to them for the tremendous work they’ve done to get us to this stage.

The second phase of the testing is the actual field test, where the service providers that submitted for certification were required to build out circuits that were representative of real services.  In some cases the tests were done on customer circuits.  And the circuits were required to be meaningful.

So a service provider with a big geographical spread of services was required to build circuits over that significant geographical spread.  That then allowed us to attach a specially developed test probes by ourselves, by Iometrix, to run the 244 total test cases in order to verify that the services indeed comply, test case by test case, attribute by attribute, to the carrier Ethernet definitions established by the Metro Ethernet Forum.

We were in a position to certify three different services.  The three services that had been defined to date by the Metro Ethernet Forum.  And they are EPL, Ethernet Private Line; EVPL, Ethernet Virtual Private Line, which is an Ethernet look-alike with Frame Relay, a very popular service, and E-LAN services.

Some service providers submitted for all three services.  Some indeed submitted for different flavours of some of the services, so that in total, as I just said earlier, we certified 21 services running through this total of 244 test cases.  And just to [expose] these points, I wanted to say that, Bob, almost a personal note to you, I was thinking of you many times.  I know that you think that – and you know – interoperability to be supremely important.  And indeed I think that from the experience that we’ve drawn from this first round of compliance tests, we have established very solid foundations to build interoperable carrier Ethernet services.

Now, with that, I’d like to turn it over to Nan, who will announce – and this I believe will be the first worldwide announcement – of the results of the service providers to be awarded certification MEF 9.  Nan?
Nan Chen
Thank you, Bob.  Thank you Bob Metcalfe as well.  So let make announcement for these service providers who’ve been a pioneer as far as a leader in the field, who have actually gone through the arduous testing to be able to get into the first batch of being certified.

1: AT&T.  With four services, two EPL services, and one EVPL service, one E-LAN service.

2: BellSouth.  One EVPL service.

3: Optimum Lightpath.  One [EVPL] service, one EVPL service, one E-LAN service.

4: Met-Net.  One EPL, one EVPL, one E-LAN service.

5: ntl: Telewest Business.  One EPL, one EVPL.

6. Qwest Communications.  One EPL, one EVPL, one E-LAN.

[Mark Fox]
In slide 9, [inaudible]
Nan Chen
It’s in slide 9, of the slide [inaudible].
Last but not least, Verizon Business.  Two EPL, two EVPL, and one E-LAN service.

So first of all, let me congratulate these service providers who had come through the tests, and really, really being a leader in this particular field, and pioneer.
[applause]

[Mark Fox]
Thank you.  Congratulations.

Nan Chen
All right.  Okay.  So now I’m going to turn it over to the folks who actually are on this call, from service providers.  And – oh.  I apologise.  First of all, I ought to turn it over to Ron Kaplan, who’s going to give you the figures of Ethernet service worldwide.  Ron?
Ron Kaplan – Research Manager - Business Network Services, IDC
Hi, this is Ron Kaplan.  I’m a research manager at IDC, covering the Ethernet market.  And looking at the Ethernet overview that was in the slide too.  This is a rollup of worldwide IDC Ethernet services forecast.  And here you can see the U.S. and the Japan forecasts, as well as rollups of Western Europe and Asia-Pacific.
And we can see Japan is definitely the biggest part of this forecast.  In 2005 Japan Ethernet services market was 1.6b, followed by Western Europe with 1.1b.

In terms of growth rates, the U.S. has the steepest growth rate going forward, 36.1%, followed by Western Europe at 30.5%.

And some of the differences in how these markets are developing are based on different regulations in the countries and also fibre access.

Japan, which is the biggest Ethernet market in the world, has a lot of access fibre and it also has unbundling as access fibre, meaning that any competitive provider can lease fibre from the incumbent.  And that’s not at all how it is in the United States.  And other countries tend to be somewhere in between.

Moving on to the next slide, just to give you an idea of some of the Ethernet applications in the U.S. that many of the carriers just mentioned are offering.  In the U.S. market, E-LAN is slightly larger than E-Line.  E-LAN in the U.S. tends to be within the metropolitan area, connecting locations within a city.  The biggest players in the U.S. in this market are the incumbents, AT&T, Verizon, Qwest, BellSouth.  And a lot of the competitive providers, Lightpath, Met-Net, [inaudible] Fibre also play quite active in this area.
Next we see a lot of connecting headquarters to data centres.  This is mission-critical data.  It requires great SLAs, great reliability.  And today we see a lot of the use of Ethernet over private-line Internet over SONET.

Next, and a really growing area in Ethernet, is connecting large corporate sites to VPN.  And as it happens, a lot of companies find that they only fibre access at their headquarters or large locations.  So they’re looking to connect those locations to a VPN, via fibre, and then in smaller locations by another access method.

And then lastly, another very important part of the Ethernet market in the U.S. is Internet access over Ethernet.  And we see a lot of this happening in data centres, because Internet access over Ethernet is cheaper than the alternative.  But we also see a lot of this happening in office buildings.  And [Yeist] and [Cogent] and some of the other carriers are quite big in this market.

Lastly, I want to leave you with the next slide about what enterprises are asking for, and what carriers and equipment vendors need to deliver to take the Ethernet demand to the next level in the U.S.

Number one, I would say is fibre access.  It’s still the biggest limitation and the number one reason that I hear from enterprises about why they’re not buying Ethernet or why they’re not buying more Ethernet.

Secondly, SLAs and performance monitoring.  There’s been big improvements over the past couple of years, but it’s still very important to improve on this, especially if enterprises are moving more mission-critical data to Ethernet.  They really need great SLAs.  And I actually expect to see more announcements later this year on improved Ethernet SLAs.

Next is long-haul services.  We see some long-haul Ethernet offered in the U.S.  There’s also ways to operate in conjunction with Layer 3 VPN, or Layer 2 VPN.  But it’s another thing that enterprises are waiting for and asking for.
And finally, and I – it’s often the case when I speak to an enterprise that some of their locations have fibre from one carrier, and other locations have fibre from another carrier, and they’re not able to inter-work those two services in order to get an Ethernet VPN running between the locations.  So some wait for carriers to offer joint services would definitely help some of these carriers purchase Ethernet, or purchase more Ethernet than they are today.

To wrap up, Ethernet has a really bright future, both in the U.S. and internationally, and I think the industry with the help of the MEF is making great progress to address some of these issues.

Thank you, and I’ll hand it back over to Nan.

Nan Chen
All right.  Thank you, Ron.  Before I get on moving to introduce the service providers who are actually online, Bob Walters, are you online?  I guess not.  Okay.  Let me introduce one at a time, the service providers who actually got certification representation from the group of people that [give] certification.  First, I want to introduce to Optimum Lightpath, and Kevin Curran is the Senior Vice President of Marketing.  And Kevin, would you give us kind of an overview of what you do, and then in terms of the Optimum Lightpath and why it’s important for certification.

Kevin Curran – Senior Vice President of Marketing , Optimum Lightpath
Certainly.  Thanks, Nan.  Good afternoon, everybody.  Optimum Lightpath is very proud to be in this first group of certified carriers.  We’re also very proud to be the first cable provider in North America to be so accredited.  Our parent company, Cablevision Systems Corporation, is known for innovation and leadership.  As one of the top media, entertainment and telecommunications companies in the U.S., Cablevision’s advanced hybrid fibre coax network today delivers voice, video and high-speed online services to more than three million residential customers in the New York metropolitan area.

And Cablevision itself was a very early adopter of Ethernet in the wide area network over 10 years ago.

Recognising the tremendous opportunity that existed by introducing competition in the business market, Cablevision created Lightpath in 1988, some six years before the Telecommunications Act.  Since its inception, Cablevision has invested over $1b in network technology and infrastructure needed to build Lightpath’s most significant asset, the Lightpath Intelligent Optical Network.

Today, Lightpath is the third-largest local exchange carrier in the New York metropolitan area.

There are three reasons why the MEF certification and accreditation is important to Optimum Lightpath.  One is that Cablevision Systems Corp. is known for its residential services, [with] the fact that we have the highest penetration rates of all the triple-pay services in the U.S. in the residential market.  Optimum Lightpath built, owns and operates an advanced regional broadband network.  It’s important that the accreditation delivers us some quality ramifications as well as the ability to interoperate with other providers.

Secondly, Optimum Lightpath exclusively offers Metro Ethernet.  This is not one product of many.  It’s the only product we offer.  Therefore, it’s very important that we’re able to talk to prospects about the service, its reliability, its resiliency, and how it’s just as good as legacy [inaudible] systems, such as Sonic.

We started introducing Metro Ethernet exclusively in January of 2005.

And finally, as Ron mentioned a little bit, the third reason is that the two major inhibitors of Metro Ethernet to businesses – and this is small, medium and large businesses – the first one is fibre access, which we use exclusively.  We have over 2,000 [lit] fibre buildings in the New York metropolitan area.  But the second biggest inhibitor is quality.  It’s that mantra that Ethernet is still a best-effort service.  This certification and accreditation will allay those concerns with our prospects and our customers.

Thank you.

Nan Chen
Thank you, Kevin.  Let me introduce your next speaker, Anthony I’Anson, Strategic Director Wholesale, ntl: Telewest Business.  Anthony?
Anthony I’Anson –ntl: Telewest Business, Strategic Director Wholesale

Yes, thank you, Nan.  Good morning to you gentlemen and ladies of the press.
Firstly, ntl: Telewest, as you may be aware, is a recently completed merger that went through in March of this year, effectively creating the second-largest operator here in the U.K.  We have extensive access network capability covering about 85% of the U.K. business premises, and a significant amount of the U.K. residential premises.

We as an operator are absolutely committed to Ethernet as the de facto transporting service medium of choice moving forward.  And we are effectively running our advanced Ethernet services over our recently completed next-generation network in order to enable that.

Our primary focus has been to address one of the peculiarities of the U.K. market, specifically the broadband or local loop unbundling initiative that was taken during the course of last year.

Today we have been successful in selling to Tier 1, Tier 2, and Tier 3 ISPs in the U.K. to provide Ethernet backhaul services.  And this certification – and I must thank the MEF and also Iometrix for that – is an absolute vindication or validation of everything that we have done over the past three years.

Secondly, we also sell Ethernet services to the corporate and the enterprise space, through our retail business division.  And we are necessarily multiple [topologies] to all of the applications that you will have already heard about or are already aware of.

Thirdly, we also use Ethernet as the de facto [transport] medium now for consumer services, for video on demand services, to cable-modem, CMTS backhaul, and what-have-you.  And we will be developing a whole range of exciting products to take very, very high-[value] applications right down to the premise level.
One of the things I must say about NTL-Telewest is that as part of a cable TV footprint [build] that we did over the past 10, 15 years, we have very, very [deep] fibre in the U.K. and we also have extremely short copper loops.  So all of the future MEF standards associated with wireless and copper-over-Ethernet delivery methodologies in the last-line access are of extreme importance to us.

And we had to become a lifelong member of the MEF, and we had to work with the MEF and Iometrix to ensure that we comply with all product going forward.

Thank you.

Nan Chen
Thank you, Anthony. Last but not least, Tom Roche, VP of Marketing, Verizon Business.  And Tom?

Tom Roche – Vice President, Marketing Advanced Data Services for Verizon Business
Good afternoon.  Again, Tom Roche, Vice President, Marketing Advanced Data Services for Verizon Business.  First of all, I would like to thank the Metropolitan Ethernet Forum for developing the criteria for certification of the Ethernet Metropolitan services, Ethernet services.  This is a significant milestone in establishing Verizon’s business in a leadership position relating to Ethernet business and the Ethernet marketplace.
In addition to that, it continues to establish Verizon Business as the merged company of Verizon – the former Verizon Enterprise Company and the former MCI, which you know as a global player.  So local to global significance in providing ubiquitous Ethernet solutions in the metro, national and global space.  The significance, or the areas that we are certified in through the MEF as of this afternoon, are:

E-LAN metro, which we have capability in over 50 markets in the United States;

Our EVPL service at a metro, national and global level – 145 markets in the U.S. metro, as well as nine European markets;

EPL metro, national and global, and again 145 U.S. MSAs as well as nine European markets. 

And then two other significant offers that are relating to Ethernet.  First of all, dedicated Sonic [ring] with Ethernet as a service offering, as well as we had launched in January of this year our Ethernet access as well as switched Ethernet access to our MPLS service offering.

So the strength of our local services, the local density, 11.3 million miles of fibre optic cable, combined with the geographic reach that was provided through MCI in 150 countries, network expansion with MPLS availability in 98 countries, truly does provide Verizon a global capability for our enterprise customers.

These services can be offered either as a standalone service offer, or as I mentioned earlier, an access capability to our Layer 3 MPLS network.

So just to close and recap, it’s a broad and deep portfolio, of both MPLS IP services, but more specifically as it relates to our discussion today is that capability, ubiquitous, local, national, and global capabilities for Ethernet services.

Thank you.

Nan Chen
Thanks, Tom.  Just one last check.  Peter Reed, are you online?  Bob Walters?  Okay.  Great.  So with that, I’d like to first of all, thanks to all the speakers who have provided the input for the discussion.  And operator, would you open the lines for the [inaudible] the participants to be able to ask questions.

Questions and Answers

Craig Matsumoto – Light Reading 

Hey guys.  I’m wondering how many more carriers you have in the pipeline for certification.  How many people are still going through the process.

Bob Mandeville

This is Bob Mandeville.  We’ve got about 10 in the pipeline, which represents a similar proportion to – if you recall, when we started out systems certification, we started out with 39 systems.  Today we’re up over 100.  So it’s a similar kind of proportion.  We’re expecting to roughly double in the next quarter and a half.

Craig Matsumoto – Light Reading 

That’s 10 more carriers undergoing certification?

Bob Mandeville

Yes - that have expressed their strong intention to get certified.  You’ll have to remember that the first phase of the certification programme, from an engineering point of view, ended 4½ hours ago.  So we’re going to need a couple of hours just to start up on the other one.

Craig Matsumoto – Light Reading 

How many – do you have any [estimate] of how many you expect to get?  Because 17 total, given all carriers in the world, seems kind of low.

Bob Mandeville

Ah.  We’re expecting to get every carrier in the world, in time.  Just as the systems certification programme started with about 39 systems.  As I say, now we’re up to 101.  We’re expecting a similar kind of progression.

Craig Matsumoto – Light Reading 

Okay.

Bob Mandeville

There is a longer list.  I just don’t want to anticipate too optimistically during this call.  Service providers that have expressed an interest in certification.  That list is pretty substantial.

Nan Chen
Craig, I just want to add that the certification that the seven service providers who have been a leader to actually pass.  It’s not necessarily the end of the game, obviously.  They’re the pioneers and wanted to get the Ethernet off the ground.  Just remember, these service providers representing more than 50% market share in the world, if you add all the revenues up.  So they’re obviously – we’re not really talking about the small players here.

Craig Matsumoto – Light Reading 

Okay.  Great.

Nan Chen
Any additional questions?  Any additional comments from service providers wanted to make?

Sandra O’Boyle – Current Analysis
Okay.  Thank you.  I was just wondering, are there any other European service providers that have applied for certification?  And my other question is, the carriers that now have certification, are they better placed for NNIs now, in terms of being able to partner for Ethernet services going forward?

Nan Chen
For the first question, it’s yes.  Our expectation, our very strong expectation, is the next roll call of certified service providers will have a significant number of significant European-based service providers.  Yes, absolutely.  That’s what we’re looking at right now.
As for the NNI –

Nan Chen
Okay.

Nan Chen
Let me just quick jump in here.  I think a yes is definitely the first step to make the overall NNI being easier to deliver, because the service itself, on the [Uni] side, is going to be synchronised, if you would, and standardized, and complying.  And from the NNI perspective, they actually have laid the foundation for eventual NNI standards in helping them to do the interoperability or provide – extend their networks with their partners’ [help].

Sandra

Okay.  Thank you.

Nan Chen
Any additional comments from the speakers?  Feel free to jump in.

All right.  Going once, going – okay.  Three times.  Well, thank you so much for everybody to come in and spend the time with us.  And we appreciate it.  And we know this is a ground-breaking, and we know the service providers are really, the [larger] certified in the world as they’re leading the way for the Ethernet.  We know where the Ethernet is going now.

So thank you very much.  Have a good day.  Bye-bye.

Operator
Thank you ladies and gentlemen.  That concludes your conference call.  You may now disconnect yourselves.
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