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'« 4,5 mio, inhabitans; 56.500 km?; 1,5 mio. households >‘
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« Croatian telecommunication market dominated by the Incumbent
operator Hrvatski Telekom (T-HT)

— 89% of the broadband access market (January 2009)
—-Since 1999 owned by DT (Deutsche Telekom)

(E= T

- 485" 45 —

« ANOs like Optima, Metronet, H1 telekom, Amis telekom and B.net’ '°
only 11% of the BB market

« Broaband penetration rate: 11,83% (July 2008) i'ﬂ
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Municipality optical network
- 00000000000000000_]

1. Why municipality?

= No operators will do it

» The municipality can build it
together with other
infrastructure (streets, canal,
etc.)

» Independent of network
operaters

2. Why optical?

= |t has the best charakteristics
concerning:

= capacity

= electricity consumption
= insensibillity

= durability

= environmental impact

» The last decades most
operators are using fibre
optics in fixed networks
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3. Why network?

It is one of the very few
investments in infrastructure
which is fincially attractive

= |t will be the basic

infrastructure for future
development of the town and
the island

Because the windows of
opportunity is open
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Croatia / Island Krk / Town of Krk
e

B Town of Krk with 6.000 inhabitants and 2.200 e Y
houses (5.000 households) LI N\
.‘ ; o
B Tourism as main source of revenues Y .
- . . . I‘.‘ omkmwm - I N
B At the town council decidion in September e ;
20009: SN -

B Collecting information about existing
infrastructure (database)

B Future civil work, obligation to collocate empty
duct

B Elaboration of a cost/benefit analysis

B The study can be downloaded at
http://www.sbr-net.de/fileadmin/sbr-
group/pdf/juconomy/veroeffentlichungen/Cost-

Benefit Analysis Town of Krk Draftl0 Final

Version.pdf
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Srristrate |i grad svojim
posistiteliirna nudi
dovoline atraktivnik
sadrizja (poput
sajrnova, festivala,
izlozbi, radionica itd,)?
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Dobrodesli na sluzbene stranice Grada Krka

Ukolika imate kakwih upita ili Zelite kontaktirati gradsku upravu,
nazovite nas ili poZaljite e-mail, Materijale U pisanom obliku
mo¥ete ostawiti u prijemnom uredu (soba 273, svakim danom od
08.00 do 11,30 te od 13.00 do 15,00 sati,

Gradska uprava:

Trg bana Josipa Jelafiéa 2, 51500 Krk

Radno vrijeme: svakim danom od 06.00 do 11.30, te od 15,00 do
15.00 sati, osim Setvrtkomn kada se stranke ne primaju!

Matitni broj Grada Krka: 2543095
01B Grada Krka: 12405095116

Centrala Grada Krka
Telefon: +385 (0351 401 100

Zeljka Sokolovski, administrativna tajnica
Telefon: +385 (0051 401 111

Fax: +385 {0)51 401 151

Fax! 4385 (0)51 221 126

E-mail: grad-krk@ri.t-com.hr

Prijemni ured

Aleksandra Juric, referentica opéih poslova i arhivar
Telefon: +385 (051 401 125

Fax: +385 (0)51 401 165

NOVOSTI

25. 4. 2010, - U Hotelu
Koralj odrian konoert
VYokalne akademije
Liubliana; élanice Karate
kluba krl: uspiesno
nastupile na 11, Udine
larate trophy

26. 4. 2010. - Odrian 33,

sastanak Kolegija
gradonadelnika Grada
Krka

27. 4. 2010. - Turistidka
agencija Aurea proslavila
dvadesetu godidnjicu
uspjeinog poslovanja;
objavljeni rezultati izbora
za glanove vijeda Mjesnih
odbora: Kornit, Wrh,
Skrpéic-Pinezié, Milohnig i
Poljica

KORISNI SADRZAJ
Prometna povezanost
Prostorni planawi

Plan arada
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Verticaly Integrated

Services = Classical Network Operator

=  owns the infrastructure

= administers / operates the

Distribution
network

= provides services to end users

= Revenue from products / services
contribute to financing the

O&M infrastructure and the operation

Vertical Integration

= Wholesale offers possible on different

levels

Network » Investors require short term ROI

Different regulatory remedies

Brusic, 9/15/2010
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Horizontaly Separeted

= Level 3: Retail Services

= Each provider has (open) access at
non-discriminatory conditions

= Digital market place

Development of
innovative
services

Horizontal Frontiers .
= Level 2: Network operation

= Lightening of the fibre and operation of
active equipment

= Wholesale products for service
providers

= Open Access = no retail services
= Local utilities, telecom operators

O&M

Horizontal Frontiers

= Level 1: Infrastructure

= Use of existing infrastructures

Network deployment (dark fiber, ducts, sewerage)

_Network / = QOptical fibre as natural monopoly?
passive infrastructure o o o o
= Municipalities, cities, utilities as new
players

Brusic, 9/15/2010 8
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Possible Business Models for Municipalities

Full Integrated Passive Municipal Vertically
Municipal Open Access Open Access Open Access Integrated
=i
Local Gov't Public utility or private Local Gov't or private Local Gov't finances or Private operator
finances passive, company finances company deploys co-finances passive, deploys passive,
operates active passive, operates passive and resells communications op. operates active,
and acts as active, resells Open dark fiber access to operates active, resells and resells own
service provider Access to SPs private operators Open Access to SPs senvices
Observed in: Observed in: Observed in: Observed in: Observed in:
Tier 3 cities Tier 2 cities Tier 1-2 cities Tier 1-2 cities Mational deployments
LISA Metro-rings Small national Incumbents
deployments Large infra-based |1SPs
W
©) NTT | o -
Burlington Teleco SoKAs % sonns
g .' CURETILGEST AN S e ﬁm Ry
# i R | | PAY BROADEAND COUNTRY AL
MadlarEnergi Lyse
@ REGOEFEER ‘DA i
Foropa | ° B =
Pl AP E m
[] Public investment or operation B Private investment or operation

Source: Benoit Felten, Exploring Open Access Models, 2008
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Calculation
55

o e T 1 Input parameters

deployed
Acoess network
CAPEX
— = = 1T =
"'Ef:f;mm - CAPEX per meter in the access | See below Warious benchmarks and cost
network studies, see below
Number of meters of ducts See below Market projection by SBR, see
below
Number of homes connected See below Market projection by SBR, see
ko=t CAPEX in aiive below
el W,J;';“' 7| netwrork elements Market share Starting by 100% in year one, Market projection by SBR
then falling by 2% for each year
——
Cost of Peering/IP-L —
—| Nurmber of users Minimum EPMU 75,000 € Based on the mark-ups for
OPEX and Indirect operations
[ costs, the absolute costs for
OPEX are underestimated in
e case of a small size of the op-
user erations. Therefore, a minimum
C?;ﬁ:eg:‘v | Cost of leased line fi for indirect operations costs of
Zagreb 75,000 £ per year equal to ane
full-ime-employee has been
l budgeted.
Cost of backbone Costof WACC (cost of capital) 15% The EU Commission has pro-
e Lt posed 15% far NGA invest-
ments in order to incentivize
Y investors. The average value in
Investments in actv EU is around 10-14% for fixed
_ elements per user and mobile networks. It is ex-
o din of pected that the risks are higher
investments &s a - for a completely new network
Sreanl CAPRR Direct equipment O¢ and therefore we assume
Indirect equipment il 15%."
Indirect OPEX ARPU, Class 1 Base case: 36 € per Month for | SBR assumption
Mnract ooorarone - | (Partner customers) the bitpipe service
Indirect operations ¢ Best case: starting at 50 € per
month
Worst case: starting at 24 € per
month
J ARPU, Class 2 Base case: 18 € per Month for | SBR assumption
"‘:"miﬁ (other customers) the Bitpipe service
Manih Best case: 25 € per month
Worst case: 12 € per month

Cost and revenue estimation path

Brusic, 9/15/2010 11
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Cumulated Cash Flow with WACC of 6%
]

Cumulated cash flow (discounted)
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CAPEX per Meter, type 1 39.50 € 45¢ 53.50 € —4— Diest cass —a—Base casa ——'Waorst case
CAPEX per Meter, type 2 14.50 € 20€ 28.50€
CAPEX per Meter, type 3 22¢€ 35¢€ 48 € Year
Revenue (partner customers), 600 € 432 € 288 €
p.A.
Revenue (other customers), p.A. | 300 € 216 € 144 €
Number of homes connected Starting with Starting Starting with
85 in year with 65 in 10 in year
one increas- year one one, in-
ing to 2,700 increasing | creasing to
in year 8 t0 2,570in | 1,300in
year 10 year 15
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B Calculation confirmed that Krk is not attractive for classical network operators

B For the realisation of 2.000 connections investments of 1,99 mio. Euro

M 968 Euro per household

B 9 km of empty ducts are installed in the city and the town is owning a cable TV network
with 1.000 homes connected (70% of the cabeles are in ducts)

B Parameters positively influencing the project
B Higher income per subscriber
B Lower cost of Backhaula (Krk-Zagreb)
B Lower cost of capital (WACC)
B Lower OPEX

B Necessary to optimize the input parameters or changing the business model

]
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Elaboration of an master plan
Marketing/educating/convince local companies and inhabitants

Checking posibilities of financing

Checking posibilities of cooperation with (local) private partners

]
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B Business case for municipalities is different than for classical network

operators
B Externalities can/have to be added
B Each municipality has to be analized separately

B City owned ducts and cable TV network - better starting position than other

comparable cities in Croatia
B On site support as a key factor!

B Public private partnership and open access are highly relevant in future

elaborations
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SBR Juconomy Consulting AG

Nordstrasse 116 Parkring_ 10/1/10
40477 Dusseldorf 1010 Wien
) Tel: + 4315135140 15
EZL i jg gﬂ gg ;S gg 23 Fax: +4315135140 95
' URL: www.sbr-net.com
URL: www.sbr-net.com
E-mail: brusic@sbr-net.com
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