FTTN: Speed versus Distance

e |f you are more than 1km from exchange, you get less than 12M

e With FTTN, we create lofs of little exchanges, called nodes, so that everyone
is within 1km of a node or an exchange
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FTTN: Transformation

e \\Vhen a house is connected to a node, the metallic path goes
from that house to the node

e From the node to the exchange is fibre

e jiNet needs a metallic path from our DSLAM to the house to
work

e So current DSLAMs in the central exchange cannot connect to
that house

e By nature, it creates a re-monopolisation of that part of the
customer access network




- -
iinet
connect better

A nor

\ Pit G
\
1
iIDSLAM 20,000 Nodes
Exchange
Building lead-in
Telstra _ Optic Fibre o
] (not a metallic path) |
\ |
L —
4 .
:IIIIIIIIIIIIIIIIII FTTN IIIIIIIIIIIIIIIIIIIIIIIIII.

22/



FTTN: ACCC Policy on Access /iine’r
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Access seekers should be permitted access to an incumbent'’s fixed-line network
at different network access points (i.e. stepping stones).

As entrants’ gain market share, the risks associated with infrastructure investment
diminish, increasing their incentive to ‘climb the ladder of investment'.

The Commission’s position (is) that it will only seek to promote facilities based
.. competition where it is likely to be economically efficient...

The Commission indicated ...that it would not be appropriate to encourage

facilities based competition where the demand for services in a market can be
satisfied at a lower cost by one facility than two or more facilities.

(ACCC - Fixed Services Review. A second position paper - April 2007)
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The stepping stones iinet

From simple ‘Services Based’
To full ‘Facilities Based’ competition

FTTN?
ireless Loop?

®
®
®
®
®
®
%
2%
q") Q
<
(¢

Telstra
Optus Cable
Unwired
TransACT

Internode Optus
AAPT TPG Powertel G9?

Most ISPs




FTTN: What are we trying to fix? /iinEf
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e The current broadband policy is delivering already, over 90% of metropolitan
homes have access o high speed broadband already and growing

e |nterms of broadband take up, Australia is on par with Europe/US

e High speed broadband is available today (from iiNet, Telstra and others) but
over half of Australians are happy with 256k

. Sui)Table content will drive the need for speed (and also increase overall take
up

e The primary infrastructure issues right now are:
- Regional backhaul (being addressed by Broadband Connect)
- Metro Blackspots (being addressed by Blackspot program)
- International bandwidth costs (competition required)

e Arushed FTTN would be the next cross city funnel - expensive infrastructure

to solve a problem fthat doesn’t exist yef. Bofth major parties know this. The
priority is to get it right, not get it fast.
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The Australian market is in line with the US and European markets in terms of

broadband penetration.

Broadband Penetration 2006 - International Benchmarks

OECD Broadband subscribers per 100 inhabitants, by technology, Dec. 2006
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FTTN: 1iNet’s Position

e FTTN (or something similar) is inevitable, but timing should be aligned
to customer demand for higher speeds.

e Customer demand will continue to move from 256/512k to ADSL2+
speeds in the next 2-3 years. FTTN is a 3-5 year proposition.

e jiNet supports the G9 principles of fair and open access, pricing
reflective of a reasonable return on investment for our sector

e \Ve need high speed broadband in Austfralia, so let’s have the debate:
publicly, fransparently and for the benefit of consumers

e |iNet supports current policy, on the basis that it will deliver the right
products at the right prices af the right fime

e ForiiNet, the business strategy is the same ina FTTN or non-FTTN
world: build brand, service capability, rich content and value adds




Highlights iinet

connect better

1. Earnings Upgrade
- FYO7 focus has been to “protect the core”
- These strategies are delivering above expectations
- Pre LSS EBITDA expected to exceed $32m

2.  Marketing campaign launched
- Commenced 15 April
N Only fwo weeks in, but initial response is positive
- Major alliances delivered

3. DSLAM rollout continuing
- Over 200,000 ADSL2+ ports deployed

4.  Regulatory environment
- Draft final determination reduces LSS expense by approximately $800k/month
- FTTN debate continues






