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A Thought Piece

“Business as Usual” Cost Structure for FTTH in the UK

Il n our B u Sibretcetle Bome in the UK is generally regarded as being uneconomic.
as Usasave '’ « The cable TV industry spent something like £2400 per home in the late 1980s to build
assume that a parallel access network to ~60% of homes and eventually went into bankruptcy.

between 3670%
of existing duct
can be reused-

* Both BT and CATV networks compete in urban areas and rural areas are costly to
serve.

*  The entire network needs to cost no more than say £10 per month to achieve high take-up.

this varies
depending upon «  This implies construction cost averaging £600 per connected home for a marginal
the local loop. reasonable private business case but this figure could be a little higher with Government

support.

Over 50% of the

investment relates 1% Toral] , o
to additional duct rog 1% otal Investment:

required which 0% 3%

cannot be reused. ’ ’

How can FTTH be built for around a half of the price cable TV spent?

m ODF

B ODF Pair Connection
By utilising 3rd
party ducts a
significant portion
of investment can
be converted to
OPEX and lower
the total cost of
ownership.

® Ethernet Switch

B Ducts (excl Final Drop)

M Fibre (excl final drop)

® Final Drop (Duct & Fibre)/Installation

® In-building wiring (excl final drop)
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What if Government Could be Effective as a Catalyst?

A Thought Piece

Government
intervention could
improve access to
3rd-party ducts
and ensure that
facility upgrades
are coordinated
countrywide to
allow for share
duct investment
between telecoms
and Other Utility
Operators.

Sweden offers some localised examples of
such infrastructure cost reduction and its
own form of ad hoc State intervention.

As 70%-80% of the capital cost relates to
construction, it seems obvious costs could
be greatly reduced by:

 Co-build between telecom
companies

»  Co-build with other utilities
e Multi-utility infrastructure sharing

Such actions do not happen on a mass
scale we believe because of a mismatch of
local and time specific incentives

» Each utility has its own timing and
need for infrastructure and generally
will not invest ahead of need unless
in a hugely strategic location

Telecom ducts are low cost and shallow
buried compared to other utilities.

i} i x *\0 ol
London Borough High Street — Missed
opportunity to lay fibre ducts!
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An investor of last resort would
fund/require ducts to be installed
alongside other works inc pavement
restoration.

Gaps would filled by leasing fibre or ducts
from BT or other utilities or by strategic
construction.

Programme would take 10-15 years to be
effective.

Confidential — Page 3

*“*enturaTeam



A Thought Piece

Detailed Geo-Financial Modelling Shows Significant CAPEX Cost Reductions Possible

A saving of )
around 40% can 35,000

be achieved on
our ‘7 Busli
Usual '’ cla
majority of ducts
required to
upgrade to fibre
can be rented
from Other Utility
Operators.

Total Cost - Deployment over 15-years
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25,000
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20,000 -42%

15,000 -
-26%

10,000

GBP-Millions (Nominé’nl

Additional savings
can be achieved
through shared
duct investment 0 -

with Other BT Re-Use & Partial BT Re-Use, Partial BT Re-Use, Partial

Utilities and Local Build/No Rental (PTP)  Build/Rental (PTP)  Build/Rental (GPON)
Municipalities.

5,000

«  GPON has a lower cost of ownership due to (i) lower level of investment in fibre and
installation, (ii) the duct rental charge we have assumed is based on a price/volume meter
which translates into a lower duct cost for GPON.
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Ventura Competencies

A Thought Piece

Ventura has a
range of
modelling tools
suitable for
supporting
Regulators,
Incumbents and
Greenfield
Operators to
understand their
revenue and
investment
profile.

«  Our FTTx Model supports VDSL, GPON

PRELIMINARY ASSESSMENT

and PTP technologies. Assumptions
include:

e Ducts Re-Use, Build, Rental

* Loop Length by segment and geo-
region

«  Multi-Dwelling Unit Mix

« Investment and operating costs are
calculated over time and per geo-region.
For Regulators the cost of subsidy
required per geo-region can be
estimated.
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European Incumbent Costs: FTTH (PTP)
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