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Overview of Broadband Market
Overall revenue growth forecast depends on type of market and type of
broadband (BB) network that will likely be available in the next 1-2 years:
Urban Suburb/Exurb Rural
KEY PLAYERS Fiber, Cable, Fiber, Cable, DSL, WiMax
Cable MSOs DSL, Wireless DSL, Wireless
RBOCS/LECS
Satellite S—
Current U.S. BB Market: ey poione et Sroedand Paneimion by P
q Rasidntial  Perosat
® 20 largest Cable & DSL Comemt [T I Beoafband  Cable
providers account for 95% o g Pesstration  ¥a. 034
of all BB subs o e Lgland. IWern TLOON
™ 2004: Record 8.6M total & Far west PR LY
subs added e
vt
® Cable maintains 60% share %
of market b
® % of lines +200 Kpbs in e
both directions: Cable R
(94%), DSL (29%) s
P
Leichtman Research 2004 & 2005 e
ok T o
Totat
" A o e 2 Deloitte
Fiber Costs & ROI
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* $4B to be spent over the next 3
years to pass 18M homes in 13
states by mid-2008" ROI COULD TAKE UP TO 1-2 YEARS

— BellSouth - FTTC

‘Source: *The Business Model fo Telco TV" Forrester Research - 5119105

Capital Expenditures per household

« Network will offer download speeds ~ FTTN: $800
of 12-24Mbps — FTTP: $1,500+
« Trial of IPTV in late 2005 will — Line cards/set-top boxes: $500-600
depend on Microsoft software Forrest:
testing
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Agenda — Key Characteristics of Competing Broadband Platforms
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Fiber Deployment

Who's investing in fiber?

— As of 5/10/05: 400 U.S. Communities receive FTTH service (+83% from 2004)
« CLECs (40%), Non-Bell ILECs (33%), RBOCs (16%), Muni (6%)*
— U.S. Fiber Market Predictions (homes passed) vary:

+ 2009: 11.8M?"
+ 2010: 60M?*

Capabilities: Telco Fiber Networks vs. Cable & Satellite (DirecTV/DISH)
* Per Household FTTP FTTN/FTTC Cable Satellite
Maximum 62.5-125 Mbps 25-50 Mbps 3-5Mbps 500 Kbps
Downstream
Rate*
Maximum
Upstream 5 Mbps 3 Mbps <1 Mbps 50 Kbps
Rate*
soures verizon
TR Daiy 51005
“Telephany Online 4728105
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Wireless

Evolution Data Only (EvDO)

— Average download speeds of 300-
500Kbps with bursts of 2.0-
2.4Mbps

— Deployment costs of $1B per year
(VerizonWireless & Sprint)"

Deployments

— VZW: Sept. '04; spent $4B annually

over past 4 years; NYC investment

totaled $435M in 2004, $138M YTD
in 2005

— Alltel: 1Q05 in Tampa, Akron, Cleveland”
— Sprint: Trial underway; 60 metro areas by early 2006™
— Bell Canada: 2005-2006 in major Canadian business centers **

Blackberry

— Research in Motion’s (RIM) Blackberry: 2.5M subs worldwide, partners with
all U.S. mobile networks (CDMA, GSM, iDEN) and 802.11b™"

VerizonWireless EvDO Coverage Map

 VZW 9122104 & Sprint PCS 6122104
wZW 57105

“altel 3129104
e evdoinfo.com
“Bell Canada PR 12114105
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WiMax — “Wi-Fi on Steroids”

WiMax (802.16) —
— Capital Cost per customer: $240 (2007), $80 (2008) [ wmnezowrn |
due to advances in mobile devices; usage will be

VolP driven® Workdwice Sabrs of Wiklax Cqupmens

Current entrants offer download speeds of 500Kbps
(residential), 3.0Mbps (business)*

Currently testing: Intel, Nokia, Sprint, BellSouth
— Intel predicts speeds of 50-100Mbps*

— Muni usage: 0.5-0.6% of all munis

« Marietta, GA ends service after losing $35M

- Lafayette, LA and others face legal battles from
Telcos and MSOs; 13 states have passed laws
with 12 more in-progress

— Global 2009 Market Projection: 7M subs™

“MetaGroup 81104
“Reuters 59105
Will WiMax be a success? ~nABI (The Bridge) 1105

"1 think that will be very competitive with those technologies, and especially where those technologies aren't built out, in
rural areas. "Will it compete with wired access? Absolutely. Will it be perhaps the only broadband solution you have in
some areas? Absolutely, especially in rural areas.” - Craig Barrett, CEO - Intel

“WiMax ... has a tremendous advantage over COMA2000 1x EV-DO or WCDMA HSDPA. ... One of the great things is that it
has the name. But it's still not a technology.” Jacobs quipped, referring to the fact that WiMax for fixed broadband will not
ship until later this year and the mobile version of it is still being standardized. - Iwin Jacobs, CEO - Qualcomm
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Broadband over Power Lines (BPL)

BPL: “2005 - Pivotal year for the technology. Critical for the future of BPL"*
— Early Success™:

« Cinergy (first utility to deploy BPL commercially) currently passes 50,000 homes in
Ohio; Duke Energy — 15,000 homes

+ ComTek —first CityWide network in Manassas,VA; $29/mo. with download speeds up to
500Kbps; testing 100Mbps apps

« ConEd/Ambient/Earthlink JV for 213-unit condo on NYC's Upper West Side~
— U.S. Market Projections (3-5 yrs)”
+ $4.5B Revenue, 13M subs
— Potential Roadblocks
« Cost-prohibitive? TXU believes deployment across 70-80% of its territory will cost
$300M-500M; could look to outsource*

+ Technical constraints: NARUC Task Force finds that current BPL technology is feasible
to reach clusters of residential homes but not to widely disbursed rural users™*

BPL initially is as much about an upgrade to the electrical management and delivery network (i.e. * Smart grid
capabilities” - cost savings through remote meter monitoring, dynamic monitoring to prevent surges or implement
spot blackouts to manage demand) as it is the delivery of residential broadband to capture new revenue streams.
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