Viaximising the Value of the NBN;
comparing our NBN to Australia’s Top
10 trading partners and the OECD

Melbourne, Jan/kEeb 2020
@valuemgmt Richard Ferrers




—letcher, Rowland - agree on value for NBN

® “get the maximum social and economic impact from
the $51B taxpayer’s money” Minister Fletcher

® “Now best to leverage this extraordinary national
investment” Minister Fletcher

® “maximise the benetit of [NBN] investment now and in
the future” Shadow Minister Rowland

lelsoc Future Forum 31.7.19



https://telsoc.org/event/nbn-future-forum

What does more value mean for NBN?

» Faster | Cheaper | Reliable | Service | Choices
®x How to measure value? Value Is more than speed.
® Happy customers, More revenue, More usage

x Compare to”? OECD, Ookla, Trading partners. The past (ADSL,
HFC). Our neighbours.



®x 1 \Where have we come from?
®x 2 \\here are we now?

x 3.\Where are we going?



1. Ihe past - we need speed... NBN |
Speeo

B <152Mbps M >1.52Mbps M >10 Mbps >25/30 Mbps

2009 dialup:

%OEU(';%G'  100MB/mth
’ 2009: 6GB/mth
ABS 2019: 250GB/mth
8153.00 i &
N=N - Substantial
progress. ..

AU post NBN Australia 2018 Australia 2009




Appendix 2 - Comparing Australia’s broadband to OECD (2018).
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2.1 Compare NBN to Top 10 Tradlng
Partners (OECD ‘18 FEaaaticles

AU lowly ranked OECD (2018)

Compared to our OECD Trading
Partners - bottom

Post NBN mid-ranked

Scale: Subs/100pp

Ranked: <- fastest | slowest ->
0

SK16 JP16 US AUNBN UK NZ DE AU




2.2 Compare NBN to Trading Partners

Australia is towards the bottom O Sth Korea US Thailand © NZ © UK © AU <O India
(except for India ie 9th of 10) of all 160

our major (Top 10) Trading Partners.
However some countries accelerate
quickly eg Thailand 2018 55mb
2019 110mbps
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Japan, China similar to NZ.
Germany similar to UK.

Source: Ookla 2018, 2019 Download 2018 Download 2019

Australia



3. Comparing NBN to our Top 10 [radin
Partners

x China
x South Korea e

®x [ halland

10 Mbps 25 Mbps 30 Mbps S0 Mbps 100 Mbps

QUALITY (download speeds)



https://www.itu.int/dms_pub/itu-s/opb/pol/S-POL-BROADBAND.19-2018-PDF-E.pdf
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Figure 18 The Scale and Proportion of Fiber Broadband Users




Scale and Propertion of Fiber Broadband Users

aportion of Fiber Broadbhand Users”




Case 2: South Korea - it's an MTM

Broadband Subscribers in Korea - by Access Network, 2006 - 2017

[Million] ‘Million

https://valman.blogspot.com/2019/07 /the-future-of-nbn-

f \Y Y YY Y7



Case 3: Thalland - some fibre, not
quite NBN

https://twitter.com/avidcommentator/status/11985010500402176117s=2"1

a Avid Commentator &%
%ﬁ’ @AvidCommentator

Family in Thailand just had their ISP come out to install 1000
Mbps fiber in their home for free as an upgrade to the

existing service.

Vleanwhile my NBN service sometimes drops out when it
rains &




Case 3 - Thalland

‘ Richard Ferrers @ValueMgmt-29/1/20
% Replying to @ValueMgmt
Q1 2018 - Thailand has 7M #fibre optic users, some 39% of 18M SE
households; not quite #nbn - but with up to #gigabit speeds pushes - (Clofit
their average speed way way past AU...

3 - - $140/

-

e
- Ll

4
‘ P’
: “
:
-
e
»

i

......

True slashes 1Gbps fibre internet price by 70%
bangkokpost.com

https://twitter.com/valuemgmt/status/ 122z 57923924 (3 7373=21




4. The Future - gigapit and beyond...

® First gigabit services offered soon - May 2020

x Half the network can access gigabit; ET TP, HEG, FT TG
x  Significant potential impact on national average speed

®x But... [yranny of Averages...

x NBN Is speed...



4.1 Impact of gigabit NBN on avg speed...

Scenario Avg (Mbps) Ookla Rank 2019 - AU Top OECD 2018 rank
10 trading partners

Australia 2018

AU post-build NBN

5% gigabit

10% gigabit

20% gigabit




4.2 Lessons tor NBN from international
Neignbours

x Gigabit services ® rankings

® FOCUS On usage; affordable

® Measure and plan for value;
compare ourselves with others

x How?

The State of Broadband:

Broadband as a Foundation

for Sustainable Development
September 2019



5. Recommendations: maximise the
value ot NBN

x R1: Affordable gigabit - May 2020

x R2: Post- build NBN upgrades (vs debt repay, dividends in SOE)

®x R3: Post-build focus on usage (vS access) - skills, services, SMEs, value
x R4: Plan/measure customer satisfaction (Corp Plan)

x R5: Plan/measure NBN vs International (Corp Plan

x More in submission to NBN Parliamentary Inquiry Jan 2020) Data



https://www.aph.gov.au/Parliamentary_Business/Committees/Joint/National_Broadband_Network/smallbusinessandcase/Submissions
https://doi.org/10.6084/m9.figshare.8116079

| et’s get our NBA
... Used, Improved, valued...

NBN1 Is speed... NBNZ2: Value Is more than speed....

Richard Ferrers @valuemgmt
B: valman.blogspot.com
E: richard.ferrers@monash.edu



mailto:richard.ferrers@monash.edu

Delete slides tollowing this...
..further thougnts...
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5a. Where next with the NBN/

®x Post-bulld SOE; how to enhance the network...
x NBN Development Plan; what are the options’
®x Funding; NBN internal, more debt, co-investment

® Post speed Value; reliabllity, service, pricing, the last 25%, the last 10%
(equity)



Moving toward the future - the old NBN goal (2016)

“‘ensuring that all Australians have access to very fast broadband as
soon as possible, at affordable prices, and at least cost to taxpayers....

of at least 25 megabits per second to all premises

and at least 50 megabits per second to 90 per cent of fixed line
OremIsSes’

— NBN:Statement of Expectations 24 Aug 2016

Value Is individual... value I1s social....



“NBN is speed.... but Value is more than
speed.”

The State of Broadband:
Broadband as a Foundation
for Sustainable Development

September 2019

S HOABANICOMMISON & [ BROADBAND COMMISSION

FOR SUSTAINABLE DEVELOPMENT



https://www.broadbandcommission.org/Documents/BD_BB_Commission_2025%20Targets_430817_e.pdf
https://www.broadbandcommission.org/Pages/default.aspx

UNESCO / [TU 2025 Goals;
Broadband for Sustainable Develpm't

x Speed - NBN plan / Price (2% of average
income; GNI)

®x Usage should reach 75% @ 0 |
2 SKIHS ; tO use brOadband, tO aCCeSS POLICY AFFORDABILITY CONNCTIVITY SKILLS

employment/new business

Seven Targets

® Digital financial services - Ie using the network

» SMEs using the network FINANCE  CONNECTIVITIY  EQUALITY

®x (Gender equality




lmagining the future...

x 2006; 100 Mb per month (45% dialup; < 1mbps)
x 2009; 4 Gb per month (40 X) (<« 10mbps; fastest > 24mbps)
x 2019; 250 Gb per month (60 X) (50mbps; fastest 1gbps in 2020)

x 2025-30; 40-60X -> maybe 101B per month (avg) per household
(maylbe 5-10 X; 250-500 mbps average; fastest 5-10gbps??)




NBN IS In good shape...

Generating billions of dollars in revenue; in 2020 - $4B, covering $2.4B
running costs; running a surplus...?? (not yet; EBITDA... EBIT)

oM customers already connected (with target 75% connected soon)

“‘Completing access to all Australians (except 1%) by June 2020, on time
and on budget” NBN Co CEQO, Minister
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Value Is future plans...

® what to invest profit in... upgrading (slowest) services... reliability. ..

® future products eg gigabit (May 2020), business services

®x Upgrading services to faster speeds over time; urban, rural

® More fibre”? A new Sok - Statement of Expectations??

Value changes over time... with new information...



NN YN S
NN ST SO OO SOOI YN

® ) y Y
P00 P PPV 009000009000 00 000000080000 0000.4 D)
29000000 000000000000000000000000000000.00000)
)90 PO OO0 00 0000000000 000000000000 0000000

Yo'ole00 :1.
A
. W ¥ >

00000

00000000000000000000000 OX
) 00000000 YOOX )
J\J)JJ))LXﬂﬂf\JQﬂ¢y D@ ..h”<w )

S N N N T TN N N N N N TN
I3

J J o)
L) S0 0 82000 @®

333333
J L0 0.9 J
05000 ,0,0,8.00 00088y
626%6%5%6°60525050605%5 %%
eg80800 0 00 808000000 6
° 8280820020050
2002008

7 33

-
J
j)
90
o

®
®,

L)
oe.
&2

O
5
J
J
8%,
o,
)

—
3
23
P

o
=)
28
o8

i
2
S
J
)
®
9

-’
\)_)
J

J
J
)
-33

\)

®

000000000 .............O......O....‘....»Or/.)< 000000000 OCOOCOCOOOOCOOOOCOOOO®
J)JJ)JJJ\JJJJ\VJ 000 0000 C0o0OCOOCOCOOCRCOOOOOOOOOOOOOPOOE QgoDOoOOOOCOOCOPOOOOCOCOPOOCOCEOCOPOOOQOOPORRO®
YOO I
JJJJJJJJJ\VJ.\VJ 000000000000000000000000000000000F .000000000000000000000000000000
) 00000000

o000 00000OCOOCOOOCOOCOOCOCOOOCOOOCOOS” VOO0 OOOOOOCOOCOOOCOOOCOOCOOCOOOOCOOOO OO

- - - - _—
BBy ®p®e®y®y:
FILILII)
I
333 )
LIIIIIS
3332
800
$%6%6°5°6°

- P
0L ®
"®
0o0s®
D
3=
>0
820
320
858
)
393
33 ‘
353))'

28

6
&

o
o
o®

o
o
333
e®.

-
j)
)J
)_)
J
)
o ®,
®
JJ
JJ
JJ
)
i

<)
J/

S
J)
J

J
)

e
J

9
J

S
o0
JJ
e®
3433

—
o)
58
o S
D o
B
o
JJ
o
o>
J\)
sess

o
J
J
J
J
)
J
o
o
M

-

J
J
J
J
I
e
)
®
o,

-
3
333
605!

9
JJJ
JJJ
93
JJ
)
s®

_I/a//J’).)
PRI
Jj)j)j)j)
IS
A )
J))J_))))_)
000 0.9
00,00
0,080,880
0. 090
020 @0
9 )
sSetesets
233939090
95%6%6°%6°

000000000000000000.0000000000uLy900000000000000000000, 2000000000000
000000000000000000 000000 Q90000000000000000000.v000000000000
000 1000000000000000000 - 02000000000000

>
O30
)4 )/J
PPEY
N
D282 ®
)
000
O =0
a0 Q.
SSJ
8-8_9
)
0. ®_6
®.0_0
JJJ

J

) |

A
2
®
D@
00000,
0.9
)
-9
)

J
J
J
05
J
)
o

4

J
D S
0.0
o
)
L)
9
)

J
% ©
) y
o)

J
A
J
@
o®.
S
e
o
o
°

e
J
2
®
®
J
4
J

~
Y Y X )
2y

J
2
2
J
4
J
J
J

NN N7 QOO0
Solo e 000 0le e 00 e leeee

,,,,,,,,,,,,

jj
_)J
>
)
o
3
&
>
3
1)
%

<)
o,
33
og
<43
8
O
>
3
)J
A
J
]J

=
82606
eg8 00!
it
55
06
808
235
255
2820
235
2820
SO ®
9

D 0 0200, LS ‘ ; : 00@ o0
9/910.0.0/0.0.9.0.00.9 ; . . X 00 .»Poo:w_o.oooooooooooooooooooooooooooooooooooooooooooo
/9010 0 C 000 V00” 000000000000000000000000000000000000000000000

Y7 900000000008
0) 020000000000
OX0) QQJJJJ))JJJ)
) 00 0000000000004¢
33 JQuJJ))JJ)))J4

®
33
oo,
oge
og®
eSe
I
O8>
©.6
I
333

\J
o)
o
®
J
8%,
2
J
J
J
J
I

0000 )

) ) 000000000

0000 .,Qxxﬂﬁﬂy)Lﬂ))JJJ,

00000046 0.0000000000008!

0000000000 ©.000000000000000

00000000 00.00000000000009)

000000 ©.0000000000000000

©000000000000000000000000000)

00000000 0000000000000000

‘00 0000000000000 00000000000098!

0.0.00000000000000000089

. 0000000000000000000000000)

00000000 ©.0.00000000000000000000

Sgﬁoﬁuwo. Sﬂu 0000000000000000080!

00000000000 0000000000000000000 0000000

: ] ) 0.0/00000060060 000 QQJJJJ)J)JJ)J))JV.MJ

OO 1000000 0000000000008 ) 00/0/0.:010101019/0009990 0 L VNN

JOXC ﬁiiiﬁ!ﬁ!o OCXK %UHMMOQ X D \VJJQJ 0000000000000000809

00 OO 0000 00000000000000000000086 ©000.0000000000000000080)

9/000000000000000000000000000 ) X { 0000 00000000000000000000!

00 ¢ OO0 JOOCK @ 20 0000000000000 0000000000000

) @ OO )00 004 0006 X f OO0 ©00000000000000000000000

9000000000048 JOOO0K D¢ JOX 0000000000000000000000000000)

000 e6661616166.16.6761660 0600 000 0066.6 0 0 00 00660 0000 e e 60 eeeeesssses

0/0.0/0.0.0.0.0) )JQUJJ Qf,. 00000000006 YOUX 0 0.0.0/0/0/0:0.0/00.0

/0/0.0/0/0/000.0.0.000.0 OO JOC OO0 00 ) 10010109

9/000000000000600 00 OC _ ) X
0/0/0/0/0000000000
000000000000000
000.0/00000900060

.
J
R0
029
bsS.
J)J
_))J
J))
.)JJ
)

J
)J.)
JJJ
J_))
25
®

J
J

J
J

J

)

)
3
J

)
o)
4
4
S
J
J
J
J
»
J
D
D
g
®
J
4
-
J
J
9
J
J
J
J
o,
J
)
J
J
9,
J
®,
J
2
)
J
®,
J
J
J
J
J
D,
D
J
J
J
J
J
5
o
J
J
S
)

J

NN S YN S Y SN Y S Y YN SO NN Y SOSONS
NN Y YN N YN Y NN YN SN NN YN Y NSO
X 2 NONOYONOOYOSOOYSOY SO NININOOYOYONOSOYONOONST
NN AN SIS NN N A N SN IS NSNS S S S S S SIS IS I S A A A A A



...out NBN has challenges...

® \/alue Is more than speed.
®x  Customer satistaction; not reported, but lots of negative press, feedback
®x Business customers (vs keeping telcos happy)

® Wwhat to spend surplus on’?



put Value Is more than speeaq...

® \alue Is reliability; dropouts, speed level, congestion, service in disasters
® \alue IS service; answering queries, providing responses, information

x \/alue is pricing (value for Money): affordable

x \alue Is being on time; repairs, service calls, installation

x Value is financial, future cashflows, repay $20B debt/interest, earn profit

® \/alue Is customer satisfaction; current faults - 1% * 6M customers; 60,000

...still far to go...



lmagining the future...

.. Amaximum value NBNZ2 Is more than speed ->
x NBNZ2 Is affordable, used by nearly all (equity, skills)

x NBNZ2 has good service, high reliability, fair pricing, customer satistaction...



—stimating NBN customer satisfaction

g
Who % Fibre Reach

Inc FTTN, HFC
China 91%
South Korea 99%
Japan 99%
NEN 93%
N/ 80%
US 80%

%

Use

(1% >100Mbps
91% use

36%

FTT

5 40%

(2%

063%

45%
10% > 1Gbps

25% >

100Mbps

Satisfaction

Very high

High

High
Moderate

Moderate - Low

Low



