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14MM households lack broadband today

Housing Units With Access To Different Technologies Housing Units With Access To Different Technologies
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The future requires fiber

Increase In Speeds For Fiber Plant Over Time

Increase In Broadband Usage (2020-2027)
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The neglected housing units are expensive to serve

Cost To Pass - Rural Cost To Pass — Neglected Urban

S per Housing Unit S per Housing Unit
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Private capital will fund broadband investment, under right conditions

Capital Committed To Fiber Deployments New Fiber Deployments Announced
S in MMs Housing Units in Thousands
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Source: NSR Analysis; Company data
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Private capital requires an adequate return

12MM Frontier Locations Not Served By Fiber — IRR by Decile
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Source: NSR Analysis
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Unserved markets’ cost too high to be funded with private capital...

Density Drives Cost To Pass Penetration Drives Cost To Serve Walkthrough From ARPU To FCF
$ per Housing Unit S per Housing Unit S per Subscriber per Month
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...but a subsidy could bridge the gap

At 9% IRR, Private Capital Willing To Fund $2,900 Subsidy of $2,500 Required

S per Subscriber per Month; $ per Household S per Household
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It would cost S75BN to get fiber to 14MM unserved homes

Total Cost / Subsidy Per Household Total Cost / Subsidy

S per Housing Unit $in MMs

2871 40,031

Cost To Pass Per Household Private Capital Per Household ~ Subsidy Required Per Household Total Cost To Pass Private Capital

Subsidy Required

Source: NSR Analysis
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Six Requirements For Success
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#1 Insist on fiber

Source: NSR Analysis
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#2 Create a process and rules that will attract private capital

Source: NSR Analysis
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#3 Favor most efficient deployment that leverages
expertise and scale efficiencies

Source: NSR Analysis

newlstreet Jonathan Chaplin | 212 921 9876 | jonathan.chaplin@newstreetresearch.com

13



#4 Give states clear and explicit guidelines on how to
administer the funds

Source: NSR Analysis
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#5 Fund access, not competition

Source: NSR Analysis
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#6 Let the operators set prices

Source: NSR Analysis
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Price regulation would drive up subsidy costs

Change In Subsidy Required Due To Change In ARPU

S in BNs
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Source: NSR Analysis
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Competition doesn’t always drive prices lower

Change In IRR Due To Increased Competition Change In ARPU Required To Return To 9% IRR

S; S in thousands; %; homes and subs in thousands S; S in thousands; %; homes and subs in thousands

1 Player 2 Players 1 Player 2 Players
Homes passed 1,000 1,000 Homes passed 1,000 1,000
Market share 100% 50% Market share 100% 50%
Penetration 80% 40% Penetration 80% 40%
Subscribers 800 400 Subscribers 800 400
ARPU 65 I 65 I ARPU 65 115
Revenue 624 312 Revenue 624 552
Valriable costs 58 29 Valriable costs 58 29
Subscriberacquisition cost 29 14 Subscriber acquisition cost 29 14
Fixed costs 50 50 Fixed costs 50 50
EBITDA 488 219 EBITDA 488 459
Maintenance Capex 61 56 Maintenance Capex 61 56
Unlevered FCF 427 163 Unlevered FCF 427 403
Interest expense 159 144 Interest expense 159 144
Income taxes 75 5 Income taxes 75 73
Cash flow after taxes 193 14 Cash flow after taxes 193 186
Capex per home passed 2,000 2,000 Capex per home passed 2,000 2,000
Capexto connect persub 550 550 Capexto connect persub 550 550
Total Capex 2,440 2,220 Total Capex 2,440 2,220
Interestrate 6.5% 6.5% Interestrate 6.5% 6.5%
Taxrate 28% 28% Taxrate 28% 28%

Increase in cash flow every year
WACC
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Source: NSR Analysis
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Please contact us with questions or thoughts.
We are also happy to share our analysis.

Jonathan Chaplin
212.921.9876

Jonathan.chaplin@newstreetresearch.com



Disclosures

This report was produced by New Street Research LLP. 11 Austin Friars, London, EC2N 2HG Tel: +44 20 7375 9111

Regulatory Disclosures: This research is directed only at persons classified as Professional Clients under the rules of the Financial
Services Authority (‘FSA’), and must not be re-distributed to Retail Clients as defined in the rules of the FSA.

This research is for our clients only. It is based on current public information which we consider reliable, but we do not represent that it is
accurate or complete, and it should not be relied on as such. We seek to update our research as appropriate, but various regulations may
prevent us from doing so. Most of our reports are published at irregular intervals as appropriate in the analyst's judgment.

This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation
would be illegal. It does not constitute a personal recommendation or take into account the particular investment objectives, financial
situations, or needs of individual clients. .

All our research reports are disseminated and available to all clients simultaneously through electronic publication to our website.

New Street Research LLC is neither a registered investment advisor nor a broker/dealer. The material in this published research has been
prepared by New Street Research LLC in association with New Street Research LLP, which is authorized and regulated in the UK by the
Financial Services Authority ("FSA”). All opinions, analyses and information contained herein are based upon sources believed to be reliable
and the report is written in good faith, but no representation or warranty of any kind, express or implied, is made herein concerning any
investment, tax, accounting and/or legal matter or the accuracy, completeness, correctness, timeliness and/or appropriateness of any of the
information contained herein. Subscribers and/or readers are further advised that New Street Research LLC does not necessarily update the
information and/or opinions set forth in this and/or any subsequent version of this report. Readers are urged to consult with their own
independent professional advisors with respect to any matter herein. All information contained herein and/or on this website should be
independently verified.

All research is issued under the regulatory oversight of New Street Research LLP.
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