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Ofer, thanks very much for that.  Interesting.  Of course, the first thing I’d like to know is, how do you do it?  Tell us all.
Ofer Shapiro - CEO, Vidyo Inc.
Okay.  So from a technology perspective, I think the first question is: right, there was a lot of companies that said oh, we can solve these problems, and these companies have come and gone and none of them actually delivered on the promise.  The reason that we are different is because we used a different architecture.  Traditionally video compression used one paradigm, which is sequentially compressing information between two frames.  The problem with that, once you get into the Internet, every loss breaks the picture.  This is the effect that we’ve seen that was very strong in this movie that I’ve used in the demonstration.  When you go into scalable coding, it’s a more resilient structure.  You can think about it, it’s not a brick that is very strong, but when you break it, it breaks easily.  It’s more like a net that has many [paths] that you can take in order to record and display the image.  And if you do it correctly, and correctly in our context means the video architecture or IP to create error  resiliency, then you can use this very powerful tool in order to create a very, very strong architecture.
The reason other companies have not done it before us was mainly  because scalable video coding (SVC) doesn’t work, or doesn’t add benefits, when you take the existing architecture and you implement a little delta on top of it.  So you take traditional conference bridges and just say we’re adding SVCon it, it doesn’t provide any benefit.  It actually provides a slight degradation of the performance.  You can start from scratch and do a lot of things to address all the system aspects.
With big companies I always like to see how this impacts me in a quarter, two quarters, three quarters.  It took us with literally the world-leading experts in many disciplines that are related to video compression and transmission about three years to develop it.  And that’s why it didn’t happen, with companies that are established and have done this type of delta, try to do a delta step, it didn’t provide any benefits so they went back.
Manek Dubash
Are there any other kinds of applications that you can think of that you might move into apart from telepresence?  Obviously video is a pretty wide range of applications.

Ofer Shapiro
That’s a great question.  So when you look at what  this technology really does, the basic capabilities to deliver HD in low latency over the Internet.  Now is this, is video conferencing the only application?  Clearly not.  Another very obvious application is security.  The security world is as interesting as video conferencing and evolving.  There’s certain components there that have not matured so far, but probably will mature.

Another very exciting application is, can you actually modify or enhance the way people watch TV on the Net?  We are very interested and we actually have a group that is developing applications for that in high interactivity TV, which means the TV itself is delivered in such a low latency that people can interact with the content, can interact with each other while they watch the content.  And those are things that you will be seeing from us later on, exciting things.  We just happened to develop the video conferencing application first.  But there are many, many applications for it.

Manek Dubash
Presumably because you thought it was easiest to monetise?

Ofer Shapiro
Well, I think, just to be 100% frank, this was the application which for me, for my background, was the most clear.  I’m not sure it’s the easiest to monetise, but it was easiest for me.

Manek Dubash
Okay.  Tell us more about the mobile application.  This is the thing you’re launching next week.  That sounds interesting, particularly given the challenge of highly non-deterministic mobile networks, especially if you’re on the move.  That’s pretty tricky.

Ofer Shapiro
So when you go into mobile environments, one of the key things is that all the problems that you’ve seen a small scale on the Internet end with not being consistent and change over time are exaggerated a lot.  We could be here on a 3G connection and someone would close the door, andthe level of the signal would change.  So the importance of being able to have error  resiliency and to be able adapt to different bandwidth, this is the type, the basic capability that our technology provides, to become more and more and more important.
The other component that we were waiting for a long time, as I mentioned, was processes that are strong enough.  And we always knew that they would come, that it would be there.  We were refraining from doing what other vendors have done, mobile video is not new. Other companies have done low quality point to pointmobile video for ten years now.  For us, mobile video, if it means one second latency and a lower resolution, jerky image, we’re not interested.  We’re only interested in natural video communication.  And once the broadband got to 3G and the processor became strong enough, we could deliver  multipoint HD videoconferencing , and that’s the time for us to do it.
Manek Dubash
Okay.  So if I were running Skype video, for example, would I be able to tell the difference?  Because Skype video is free?

Ofer Shapiro
Right.  So the nice thing about Skype is that if you’re not happy with the experience you could always get a full refund.  We are not in that position.  When we sell a product we tell someone, this is  essentially the essence of the contract, that you’ll get a personal telepresence experience.  So our product is not an inexpensive Skype.  It’s a much more affordable telepresence.  So this is the long answer.

The short answer, yes, you’ll see a difference big time. If there wasn’t any difference, we wouldn't be growing the company atthe pace we do.

Manek Dubash
Okay, that’s probably enough questions from me.  Do you have any questions?  Yes, there’s one over there.

Richard Norris, Wainhouse Research

Thank you, Ofer, for a very interesting presentation.  I’ve got one question -- two questions, but they’re connected.  If I was a senior manager for a large enterprise and I’d been using traditional video conferencing for some years and I’ve got 100, say 100 systems deployed across the world, which is a sizeable network, from what you’ve said today, your solution truly is a potential game-changer.  And instead of talking about tens of rooms or getting up to 100 or 200 rooms, you’re talking about many thousands, potentially millions in your slide of rooms.  Given this is a cloud service, isn’t there a danger, the first part of my question, is isn’t there a danger that it would overload the infrastructure, that the quality, the telepresence quality at this very fraction of a price of existing telepresence solutions, would be significantly degraded if I deployed, say, 10,000 video solutions to my dispersed workforce?
And the second part of my question is, will I be able to connect those people back to my old ten year old legacy rooms?

Ofer Shapiro
I’ll start from the second question, just because the answer is much simpler than for the first one.  Yes, we offer connectivity to legacy solutions.  And it’s quite easy to do.  And the only thing that people sometimes complain about is that when you connect back to the legacy solutions is that it’s horrible quality.  So it’s the same quality you always had, you’ve just seen the better quality now on the new solution.  But we do offer that and that’s available, that’s not a problem at all.  And most of our customers are buying those options on the system.

Regarding this IT manager, the CIO nightmare of: oh, I don’t want to put video on my network, there are many approaches to it.  First, with the cloud application, there is some advantage of you can use this as what people from the network world call hot potato type approach.  You take it off your network as quickly as possible into your cloud.  That helps a lot.

The second thing is, is video conferencing really taking more bandwidth than other cloud applications or technologies that people are contemplating?  And I would say no.  So first, let’s say not that you want to encourage it in the workspace, but just to give the example, if someone is watching an HD movie on YouTube, it’s the same bandwidth, amount of bandwidth as video conferencing.  And you still get an HD image, it’s more or less the same types of compression, so your network needs to be ready for that.  If you want to deliver remote desktop and utilise desktop applications, you’re essentially getting HD images of the desktop over the cloud.  You need to be able to do that.
And having said all that, even those applications sometimes scare us, the IT managers.  And we don’t say ble) "Hello, Mr CIO, we understand you have 50 rooms, and we suggest that tomorrow morning you’ll deploy 10,000 desktops. " This doesn’t sound even to me, which I’m of course I’m a great believer of this, doesn’t sound like a good step one.

So the step one I’m recommending to people is give it to 500 people, that have critical needs, the travelling people, the executives, the middle managers, and allow everyone else to connect by deploying a much, much cheaper room systems.  Not 50 room systems that are overbooked and provide low experience.And then you start adding the desktops on top of it.  And what we see, this type of approach resonates much better with large organisations.  And we see many projects that are like that.  Hundreds of cheap room systems and hundreds or thousands of desktops.  We do have some people that have said, oh, we want to buy 100,000 site licences for the desktop.  So we’ve seen those.  But I think that most organisations would follow the other route I mentioned.
Manek Dubash
Any questions?

Unidentified Audience Member
Okay, just to clarify, you have mentioned that you are -- yesterday I went to reclarify with you, you said that your application on your mobile is able to communicate to enable video conferencing with people sitting at a boardroom system.  Now would it have to all be Vidyo's systems?  Or can it be across different type of legacies and others?  Supposing the organisation has invested already in other systems but they want to have the video solution as well, and want the video solution to be able to talk with existing legacy systems, so how -- can you or can you not?  That’s the question. 

Ofer Shapiro
Yes, we can connect to legacy systems The mobile clients are the same as the desktop clients.  They connect to the Vidyo system and the Vidyo system has an interface to other legacy boardroom solutions.  So the connectivity is there to do this type of applications, yes.

Unidentified Audience Member 

Thanks.
Unidentified Audience Member 

Can you hear me?

Manek Dubash
Yes.
Unidentified Audience Member 

Okay.  You have started the presentation with what happened to a major player in telepresence, displayed their muscle and infrastructure and deep pockets, they were not able to break even, even after a year.  Okay.  So what is your revenue model exactly?  That’s one question.
And related to that, what we have already discussed informally, I just want to repeat it, that with Google, I’m repeating on behalf of my colleagues here, so with Google and Skype trying to expand the market, where all Google and Skype is going to do free of cost whatever you give at a cost.  So how do you propose to compete with them?  That’s the second.
And thirdly, don’t you think this technology can be obsolete in maybe in a short, near term?
Ofer Shapiro

Okay.  So for the revenue model, I’ll try to remember all the three questions.  So if I’m not answering something, it’s not intentional, it’s just to repeat the balance of the question.
For the revenue model, we are a software company.  Sometimes we issue boxes, because software doesn’t run on vacuum, but in essence it’s all based on software licensing models.  So we license it on a capacity basis, we offer annual licences, we offer perpetual licences with people that have different budgetary needs.  But it’s just like any software company, it’s a licence-based model.  We don’t offer one service, we do have service partners that are buying these licences from us and offering it on a per use model to organisations that don’t want to own the system.
For the competing with Google and Skype questions, so the two parts of this.  First, Google is actually using our technology in their service, so we are by no [far], by no means compete with Google.  If you installed Google video chat,  and their software client, I think the formal name is Google  Gmail video, in the very small fine print you’ll actually see our name there.
Skype is not using our technology  It doesn’t make them really a competitor, because we’re not going after these lower-end applications of quality.  The big question I think that relates to the third part of your question of what happens if over time other technologies could emerge that can be good enough and replace what we do.  For every technology company, this is always a risk and I don’t want to sit here and say that no-one else would outsmart us in two or three years, just like we outsmarted other companies that are incumbent today.  It’s part of the natural lifecycle of high tech.
What I can tell you, is that the team that has created the IP in Vidyo is a  very unique team.  And I can tell you without risking sounding arrogant, but it has the added advantage of being true, that there’s no other company in the world, including a company of the size of Cisco, that has a team of this intellectual power.  It’s literally the top scientists in the world.  And for example, our chief scientist gets a royalty cheque when you buy a Blue Ray DVD.  These are people that know how to create technology that are patent protected.  And we believe that if you look at how to achieve this Holy Grail of natural communication, you have to go  something like scalable video coding that eliminates the MCU ( multipoint control unit)-\ have to go to something that is like the VidyoRouter.  And we’ve created a very wide, well done IP barrier.

If you think about it as like a tollbooth on the only exit from the valley, would that hold forever?  No.  Would we have 100% market share?  Probably not.  But I think that we will this technology lead  over the next two or three years, we’ll become a dominant player as the market shifts from buying proprietary hardware that provides very poor quality to software that provides very high quality for much lower cost.  We’ll have significant market share.  And then we’ll become a significant player on a commercial basis.
After that, we may or may not have a technology advantage but we can still compete.  There are many companies that compete in the market after they go to a critical size without having unique intellectual property.  We think we will have, but even if not, we will be big enough to be an independent, well positioned, competitor in that market space.
Unidentified Audience Member 
You intend to stay independent?
Ofer Shapiro

Yes.  There is no other plan that you could do.  And so our plan is to grow the company and become public.  This is why we raised $25m a couple of months ago.  We’re building a very big company.

Manek Dubash

We’ve got time for one more question?  Behind you.
Unidentified Audience Member 

I’ve just got a quick question.  Many of these countries where you have some of your premium users of this service, whether they’re corporates or individuals, are deploying next generation networks and fibre to the home and to the node.  So as a big corporate, what we’ve noticed is the quality of even the older video is actually improving significantly when you have these big fibre rollouts.  I think Singapore with OpenNet is doing it now, Australia’s doing a next generation network.  How do you see the impact of that?  If you have fibre directly to homes and businesses and premises with much higher speeds, then to a certain extent, having a video compression technology which is coping with some of the vagaries of the Internet today has maybe a temporary relief.
Ofer Shapiro

Right, so it’s an excellent question. This is similar to how unique the technology will be in the long term, I don’t think we’re looking at even 30% fibre to the home penetration across broadband users in the world even in five years from now.  And after that, who knows, right?  Even another dimension to this is when people start to use technology like that, the fact that your physical medium is fibre doesn’t mean your network is going to build  it thatway.  Because the next thing you want to do at home is to use your wifi connection.  And when you’re outside the home you want to use your 3G or 4G connection.  Those connections are always going to be prone because of physics to fluctuating bandwidth and a huge amount of packet loss.
Even after you got to the last mile, you went through the fibre and now you hit the service provider network, it’s still going through multiple hoops of service provider, that’s the expense part of being a service provider.  They just provision it just that much, and sometimes you lose packet, and trust me, it always happens on the most important calls that you have.  That’s why you need technology that can cope with that.

So when I look at all of that stuff I actually look at fibre as a good thing for us, because you’ll have more people that can have the best absolute experience.  And then they will not accept it any more, when they are on a wifi 3G connection or a less than perfect network or when there’s no fibre in the hotel room.  And so for us it’s an accelerator rather than a problem.  If in five years everyone has unlimited bandwidth everywhere, no packet loss, I don’t think so.  But again, by that point of time we will be one among other players that has commercial products of significant market share, and we will compete like everyone else.  Not on a completedifference but maybe on a 50% difference, that’s it.
Manek Dubash

If there are no more questions?  It doesn’t appear so.  Thank you very much, and thank you, Ofer Shapiro.
Ofer Shapiro

Thank you very much.
[End]
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