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We’ve come a long way! IDC
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New Zealand broadband connections growth
June 2006 to June 2009
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* Two years ago, broadband had only nudged ahead of dial up
 Now grown 121% to almost a million connections
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How do we compare internationally? =]DC
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Broadband capability driven by capital

expenditure

Total Network Capital Expenditure
= $4.53 billion 2008-2012
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Access upgrades

Mobile broadband (HSPA)
WiMax plans

Investment in backhaul/transit
Unbundled investment

Core network upgrades

Growth in traffic = datacentre,
caching and international
capacity

IT systems and software to
support network transformation

Nov-09 5



But is this benefiting the rural sector? 10/®
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* 585,000 people live in rural regions Fibre map of New Zealand

200,000 households
13.8% of the population

8% live in remote rural
* Population density <5 per sq km

500+ per sq km in urban areas

« Mobile/wired broadband inhibited by
backhaul

* Only 30% of Telecom'’s rural telephone lines
capable of delivering DSL

99% in urban areas

“Currently the average rural user already on
broadband is getting just over 2 Mbps.

Inhibited by fibre backhaul That's a third slower than urban users.

* 97% 3G mobile population coverage

Mike Cranna, Managing Director, Epitiro
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Yet the rural sector remains NZ’s
economic backbone

* In year to March 2009, 64% of NZ's
exports were agri-business based

« Export income is based on produce
grown in rural sectors

*  64% of rural primary production value SIS
generated in remote rural areas -

 Remote geographies a significant
component of tourism

» |CT enables agri-business
sustainability and productivity

* Plus community, education and health 8
opportunities '

IDC
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We can use technology to serve our economic pillars

© 2007 IDC
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Government’s ambitious broadband plans IDC
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Rural Broadband Initiative

* Fast broadband of 5Mbps to 97% premises
Brings rural into line with urban speeds today
Fibre to 97% NZ schools (93% rural schools)
« Investment of $300 million
$48 million direct Government investment
Up to $252 from TSO reform — industry levy
National Ultra-Fast Broadband Initiative

* FTTP to 75-80% of New Zealanders
Min 100 Mbps across 33 regions — Ak to Greymouth

Ten year programme

» Govt investment of $1.5 billion

Private sector investment of between $2 and $4 billion

One should never look a gift horse in the mouth but ....
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... have we got the balance right?
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Auckland Fibre Blenheim Greymouth Rural
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Auckland — Population 1,587,200 IDC
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Auckland — 2" tier carriers + FX IDC
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Auckland — Plus Vector
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Auckland — Plus TelstraClear
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Auckland — Plus Chorus (fibre) =[DC
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Auckland — Plus Telecom Wholesale =DC
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Auckland — Plus Vodafone 3G IDC
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Blenheim — Population 31,000 IDC
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Blenheim — FX IDC
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Blenheim — Plus TelstraClear IDC
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Blenheim — Plus The Link IDC
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Blenheim — Plus Chorus =1DC
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Blenreln — Plis Talacorr) Wrlolaesee
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Blenreln — Plis Voclziforie 86
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GravrnoLlir) — Plis Voczefone SC
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Auckland Fibre Blenheim Greymouth Rural

$1.5 billion UFB Commitment $300 million Rural

GOVT INVESTMENT

$48 Million
INDUSTRY PRIVATE SECTOR GOVT INVESTMENT UFB CONT_R_IBUTION
Current & planned Contribution to Contribution to UFB $52 Million
Private capex UFB
$4 billion $2-$4 billion $1.5 billion INDUSTRY LEVY

<$252 Million



Rural NZ

Greymouth
Blenheim

Auckland Fibre

$1.5 hillion UF




Vet IF We tiirriec Jt airollr)el?

Auckland Fibre Blenheim Greymouth Rural

$300 million $1.5 billion

Industry Investment Govt role:

Other private sector Facilitator

Moderator Enabler Aggregator Investor
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Content/applications

Tele-presence

: E-Commerce
Yield management

Network Services

- _ . E-Gowvt
Tourist information Satellite i Location/
DeVICGS RIS Remote learning
Effluent trading
Storage Telemedicine
Stock management HSPA
Security Remote working
Product cycle WiMax
management -
Managed Telemedicine
Sustainable Services
practices xDSL+ Community
Networking
coz Fixed/mobile _
emissions FTTP » integration Videoconferencing
Billing
Supplier

System integration
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- There is little evidence of urban market failure

o Competition is driving investment — justifies a light touch

- Rural broadband demand is evident ...

» Clear economic and social imperatives

- ... but commercially uneconomic

» Justifies prioritised political attention

- Suggests an ‘outward in’ political focus

* On networks, services & productivity drivers



Trieinis oLl

Please email me at
rnelson@idc.com




