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1. Context

The telecom landscape is changing, and mobile operators in most markets no longer enjoy double
digit annual growth. Their margin is under pressure. Recent research by Ovum, published in the
Global Mobile Market Outlook: 2013—-18 report, predicted that connections will grow at a CAGR
(Compound annual growth rate) of less than 4% between 2013 and 2018, and global revenues will
grow by less than half that over the same period® 2, smaller gains than in previous years. At the
same time, ARPU (Average revenue per user) will also decline, and between now and 2018,
industry revenues will see this downward trend continue then for the first time, experience a
contraction®. An ever more important way for mobile operators counter this trend, is by acquiring
new subscribers and encouraging current subscribers to buy more airtime.

1.1 Gaining more subscribers

While mobile operators can do much to tempt new subscribers by ensuring their offering is
attractive, what makes a real difference in the field is the work of an operator's sales team and the
merchants who handle sales. Hard-working and highly motivated sales team will continue to
acquire new subscribers and a greater volume of top-ups, and therefore increase revenue for the
operator, in return for their agreed commission. The sales force can be motivated to work even
harder if they are offered attractive incentives. For new-coming operators, the reach to market is
essential. They want to activate as many SIMs as possible in a short period of time to break even.

1.2 Incentives: the Ogloba way

Ogloba are now offering a cutting-edge way of incenting salesmen and merchants for the
acquisition of new clients and top-up bonuses, an EVD Smartcard. The Smartcard is more flexible
for both operators, sales teams and merchants. In addition to cash commission, salesmen have
the option to receive “airtime” that they can sell to any merchant, or directly to customers.
Salesmen attach value to such cards which, are seen as VIP club cards.

This smartcard is an integral part of the Ogloba EVD solution, and be easily integrated into existing
installations of the Ogloba platform, or included in any new installations.

1.3 Purpose of the EVD Smartcard

At the most basic of levels, the Smartcard works in a similar way to many incentive and
commission schemes in that fundamentally, everyone in the sales chain expects to be paid what
they are owed. The employer expects that the salesman brings back, and delivers, all the money
from the products sold to merchants. The dealer's salesman expects to receive a commission at
the end of the week or month, on the same. The Smartcard does this, but also offers additional
benefits and flexibility at each link in the sales chain.

1. http://www.ciol.com/ciol/news/198554/mobile-operators-global-revenue-decline-2018-ovum

2. http://www.mobilitytechzone.com/topics/4g-wirelessevolution/articles/2013/10/11/356446-first-time-mobile-industry-
history-mobile-operators-will.htm

3. http://ovum.com/research/global-mobile-market-outlook-2013-18/
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Mobile operators want to motivate merchants and salesmen to sell their SIMs and to generate
quality GAs (gross adds). To recognize their contribution to the subscribers' base growth, the
mobile operators pay them top-up bonuses. Only the sales team in the field can do the job of
attracting new subscribers, and making sure existing customers top-up. The question is how to
make sure they are paid, and incented in a way that motivates them more.

In principle, SIM cards are sold like top-ups. There is a selling price, a buying price and a margin,
and therefore there is no difference for the Ogloba platform. However, mobile operators and
MVNOs (mobile virtual network operator) are looking to give incentive to merchants, salesmen and
dealers on usage, to boost acquisition of new subscribers without increasing the churn. Early churn
rate is a problem usually fixed by top-up bonuses. Most of the commission on SIM activation is
given after 1% and 2" top-ups

Indeed, the more the SIM recharges, the less likely it will churn, and the better quality the GA will
be. mobile operators are willing to pay for good GAs. An illustrative top up bonus plan would pay
the merchant who sold the card as follows: sales margin on activation + $1 for first top up, + $1 for
second, + $3 for third + $4 on fourth.

1.4 A more flexible solution

While no-one can disagree with the need to offer incentives, there are different points of view about
the best way to do this. Merchants and salesmen are usually looking to be incented in cash, while
mobile operator want to pay them with airtime. The purpose of the smartcard program is to enable
mobile operators to have a more flexible approach to paying bonuses and incentives, allowing
them to:

e pay commission and SIM activation bonuses with airtime, but

o allow beneficiaries to collect the amount in cash if they want

¢ incentivize people in the field who make the difference when it comes to acquiring new
subscribers

e control and/or reduce their SAC (subscriber acquisition cost) by partial disintermediation

COMISSION & BONUS
PAYMENT

Figure 1: “Apples salesman don’t like to be paid with apples”
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How it works in practise

1.5 Link the SIM activation to a merchant and salesman

SIM cards are physical products, and are not delivered and tracked electronically like top-ups.
Deliveries are made by operators to master dealers and the operator ignores which salesman or
merchant has sold the card. Commission and incentives payment gets complicated especially
since several people in the distribution chain need to be paid but, the Ogloba solution makes the
process simple. The first step is to identify which salesman and merchant have activated a SIM
card.

The Smartcard solution has been designed to be as straight-forward as possible for all users. It is
integrated with the Ogloba platform, making management of the scheme simple. In a typical
scenario where the Smartcard is being utilized, SIM cards are delivered to merchants in the usual
way. Ogloba has developed a unique solution to link the SIM card to the merchant and unlock the
SIMs into the I.N. platform when they are delivered to a merchant location.
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Figure 2: Zero-value SIM cards are linked to a merchant by scanning prior to activation

At the same time, salesmen are using handheld devices or web access to declare the delivery of
cards. That information will be used later to incent the activating merchant and salesman.
Periodically, the I.N. platform reports to the Ogloba platform the topups performed by every SIM
card. The system ranks each top-up as first, second, third recharges, and calculates the bonus
accordingly.
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SIM Topup Commission
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20 8933201511983046450 10022014 05012014 08012014
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Figure 3: Topups are added automatically to every SIM to calculate bonus

Alternatively, the bonus is calculated by the I.N. and exported to the Ogloba platform. The process
of calculating bonuses is automatic, once configured in the Ogloba platform.

1.6 SIM activation module (optional)

Another way to link a SIM to a merchant is of course to use the Ogloba SIM activation module.

The ability to extend the activation of SIM to a large number of sales locations creates a strong
competitive advantage. In some countries, the Regulator has enforced a very strict KYC (Know-
Your-Customer) process for the SIM activation.

The Ogloba SIM activation module and all its components (web, IVR, POS, smartphone, ID query)
are embedded into the Ogloba platform and come as a middleware to the operator |.N.
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Figure 4: SIM activation - Three solutions for a compliant KYC
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When a SIM card is activated by a merchant, the cashier needs to register the personal credentials
of the new customer in a specific database. In order to speed up the distribution of SIM cards,
Ogloba has developed a back office function to support the enrolment of new consumers by a
merchant. The solution can interact with the POS in several ways:

- The merchant will use a Smartphone app which has a very user friendly and intuitive menu.
The merchant is asked to scan the MSISDN at the back of the SIM pack, then to scan the
ID barcode (or read the chip ID card) and take a picture of the ID card of the consumer he
has in front of him. An optional function requests the merchant to take a photo of the

consumer.

- Optionally, if the consumer is unknown (first SIM), a connection to a Government database
(e.g. Al EIm for IQAMAs in Saudi Arabia) — directly via the I.N. - returns an ACK. KYC data
are stored and their validity is checked overtime. An offline mode is available.
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Figure 5: Screen shots of the enrolment Smartphone app

For smart ID cards, Ogloba has to obtain the specifications of the chip, and the authorisation to
read it. Ogloba will then enable the POS’s chip reader to collect the data of the smart ID card and
send them to the back end. The solution reduces the hotline resources needs. It makes the KYC

easier, faster and reliable.
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Figure 6: Screen shots of the enrolment back office function

In an even more secure approach, Ogloba can recommend to roll out fingerprint enabled POS in
all the merchant locations where it sells SIM cards.
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Using a secure activation technology offers another advantage: merchants can display inactive
SIM off-the-selves. It is clearly the case that if merchandise is not displayed, sales will not be
successful — on the other hand the OGLOBA process secures the inventory from being stolen and
used. In case SIM cards are stolen they are useless since they are not unlocked.

Figure 7: SIM activation — display stand with active (but locked) SIM cards

1.7 Commission and Top-Up Bonuses for Salesmen

Salesmen visiting independent merchants are often working for middlemen or wholesalers. Bonus
cards are issued on behalf of the mobile operator. The Ogloba issued Smartcard program allows
the salesmen to accrue bonuses on SIM activations and relevant top-ups. With this credit, a
salesman can either sell PINs or airtime to a merchant, or collect vouchers to be sold later. The
action can be restricted to certain products.

Salesmen simply redeem the bonus amount by visiting an EVD (electronic vouchers distribution)
merchant. The salesman inserts his Smartcard into the EFTPOS and sells vouchers to the
merchant with the credit of the Smartcard. The salesman is paid by the merchant at the discounted
rate. Extra discounts can be discussed between both parties. Online web and mobile access to the
card account, as well as SMS, inform the salesman about their current balance and new accruals.

COMISSION & BONUS
PAYMENT

Figure 8: A salesman transfers his bonus amount to a merchant and collects cash
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1.8 Branding and Top-Up Merchant Card

Merchants receive similar cards for the same reason. The purpose of the merchant Smartcard is to
pay activation and top-up bonuses directly to the merchants, and make sure they recommend the
SIM of the promoting mobile operator. But not only.

These merchants are “hotspot” locations often branded under contract. A branding contract would
cost about 200 USD per month. The monthly branding will be paid to the card.

The hotspot may manage smaller retailers in the neighbourhood. These secondary locations offer
valued or zero-value SIMs to end users. They also operate EFTPOS which can technically be TIDs
of the hotspot location. Top-up bonuses are paid to the hotspot's Smartcard. The smartcard holder
can then transfer the credit to their own, or any other MID account e.g. The secondary merchants
in the neighbourhood. The Ogloba solution includes a top-up bonus module whereby the merchant
accesses his bonus information and makes transfer decisions.

Branded
hotspot
merchant

ettt BERNTIGUE .ooeicrs |

[ gl il Th )
= g = 1 m

Hairdresser Independant
distributing $0 convenience
SIMs to store

customers

Figure 9: Branding and networking commissions are paid to the same smartcard

Alternatively, merchants can print a purchase certificate redeemable at tele-boutiques to buy
handsets and accessories that they can then sell.
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2. The EVD Smartcard Solution: Detailed Description

The Smartcard solution assumes there are three kinds of vendor: salesmen for third-party
resellers, employees of the operator, and merchants. The redemption of bonus can take place at
any merchant location against cash or vouchers, or at the tele-boutiques against phones and
accessories.

2.1 Smartcard for salesmen

2.1.1 How it works

1. The mobile operator pays commission into a "closed loop" card (Smartcard) issued
by the operator and redeemable at the merchants. The card is issued in a secure
way, much like a bank card. The Smartcard needs a unique code and a PAN. It may
even need to KYC the user and keep a record of their ID card. Dealers need to
activate the cards in a secure way, and link them to a salesman (secret code
separate).

2. Cards are used by salesman to receive commission from top-up sales and SIM
activations. The salesman can use the card to buy products like phones or
accessories in an operator's shop (telecom boutiques).

3. Optionally, the salesman can cash out at any merchant. The amount is credited to
the merchant, like a payment to the operator. This is the main reason why the
issuing of cards must be very secure to prevent any incidents of fraud. To perform
the cash out the salesmen connect their account from the web or any merchant's
POS - secured by their card.

4. Alternatively, the salesman can collect the related vouchers and sell them to a third
party.

5. The salesman accesses the web in a secure way to check balance, debit, credit,
and transactions details. If there is no web access, they can get a report printed
from any merchant's POS - secured by their card.

The basic principle behind the Smartcard is the same for third-party and operator salesmen. Any
differences between them are detailed below.

2.2 Third-party salesmen

The objective is to pay SIM activation bonuses directly to salesman. It is a Smartcard function,
separate from Salesman D/C. The Smartcard D/C account is dedicated to the SIM card bonus
payment, so this is a special profile for this Salesman account.

1. The bonus is credited by webservice message from the |.N., or calculated by the
Ogloba platform. It is accessed via Smartcard through a special menu on the EFTPOS
app., or accessed via a web portal. Additionally, and SMS message informs the
salesman that a new bonus has been credited

Copyright © Ogloba Ltd. - All rights reserved 9
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The Smartcard holder sells airtime and/or PIN codes to a merchant.

When PIN codes are sold, the Smartcard holder may have the option (BO parameter to
flag) to either get paid or print the vouchers.

The salesman will take the order from the merchant in a usual way. The PIN codes will
be delivered according the standard price list. In many case, the merchant will negotiate
an additional discount which is not recorded by the system. The amount purchased with
the card by the merchant will be debited from the Smartcard balance and not to the
regular salesman's balance, Indeed has the credit been transferred from the Smartcard
to the merchant’s balance, prior to the order delivery.

In an online mode, the PIN codes sold by the merchant will debit the transferred credit.
When printing the PIN codes, all the PINs have to be printed.

The Smartcard can be linked with a restricted Catalog of products (the Smartcard
catalog). Only products of the SIM card-issuing operator products can be sold and/or

printed.

Smartcard numbers need to be issued.

2.3 Operator Salesmen

The extended 3C functionalities are not available with the salesman handheld terminal but in a
menu embedded into the merchant's EFTPOS and accessible via Smartcard.

1.

2.

Order options for operator employees is airtime and/or PIN codes

Print balance and transactions functions are accessible through the POS

An SMS for every payment and end of the day balance

The Smartcard is also used by salesman to securely access an ordering module. Unlike
the 3C handheld portable device, the salesman carries a Smartcard to enter a

dedicated ordering module at the merchant's POS. The module can be accessed by
one or several listed Salesmen linked to the MID.

2.4 Smartcard for merchants

The purpose of the Smartcard is to pay activation and top-up bonuses directly to the merchants.

2.4.1 How it works

1.

The bonus amount is sent to Ogloba via webservice by the I.N. platform, with a "SET
DEALER commission" for each activation, or a periodical batch. Alternatively, it can be
calculated by the Ogloba platform (see above).
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2. The bonus transactions are stored until the end of the month/week. The bonus
frequency can be set via the Back Office platform.

3. When a bonus has been accumulated, a message is sent to the merchant via the
Ogloba POS email service or SMS. The message says "go to bonus menu". The
message is defined in the Back Office.

4. The bonus remains as “pending” until the merchant selects an option in the bonus
menu of the EFTPOS. NOTE: The bonus menu is not accessible by the cashier, but

only by the merchant (supervisor).

5. The merchant goes into the Commission menu and selects to either a) accept the
airtime Credit, or b) print a credit note and go to an operator store (tele-boutique) to be
paid in cash.

6. If the Merchant does not go in the commission menu of the POS, the commission stays
in “pending” status.

7. The credit note transaction's ID is checked when redeemed at the tele-boutique. Where
tele-boutiques are not using our own webPOS, the Ogloba API interface will be called
by the cash register or PC-POS to validate the credit note and return the balance. An
APl is provided to interface the cash register or PC-POS.

8. To update the balance, after a redemption transaction, the PC POS will call the Ogloba
API to update the balance of the credit note for dealers. The interface gives the option
to update the balance based on actual used amount, as the dealer may redeem all the
balance or only a part of it.

9. The operator may charge a payment fee to the tele-boutique as for any VISA card
transaction. The amount purchased with the card by the salesman will be credited to the
merchant's balance, less the payment fee.

3. Conclusion

As the mobile telecom business looks to secure revenue streams, it is vital for it to acquire new
customers, and encourage those customers to top-up more often — and it is the sales force in the
field who play the largest role in this. Operators need to find innovative, flexible, and valued ways
to motivate and reward their salesmen. Ogloba's EVD Smartcard solution is a killer advantage for
any launching MVNO or MNO enabling them to give incentives not only to their own sales force,
but also to their resellers' salesmen and “hot spots”.
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