EOWC Briefing
More broadband for eastern Ontario

Getting to 50/10 Mbps and Further
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Agenda
* Cell Project Update

* Getting to 50/10 Mbps

* Going further to a Gig
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Il Gap Project Status <:>

New EORN staff hired March 30 2020
RFP issued April 20, 2020 and closes August 14, 2020
Transfer Payment Agreement (TPA) sighed May 6 2020

Negotiate contracts with private sector November
2020 to February 2021

Start construction 2021
Build out of project over five years — 2025 completion
Ongoing contract monitoring to 2030
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Technologies <:>

Mobile Broadband:

* EORN Cell project will work to address the voice call and mobile
broadband gaps in Eastern Ontario

* Types of devices and applications supported include:
— cell phones, tablets, cell calls, mobile apps, browsing; social media, etc.

Fixed Broadband:
e Home or Business internet connections

* Types of technology, devices and applications supported:
— Fiber; DSL; Fixed Wireless; Satellite

— Business applications (inventory, payroll, accounting), school research &
online learning government services, provides home wi-fi for mobile
devices; Netflix & streaming




Recognition of the Need <:>

* Minister Monsef reiterated Monday that “we’ve had a plan and now because of
COVID it’s even more urgent that we proceed quickly. | want to assure Canadians
that we get it, that we’re on it, and we will work with every willing partner to
achieve our shared goals.” 05/11/2020 9:28 PM EDT The Wire

* “l think we really have reached a point of consensus in Canada” on the need to
boost rollouts, Liberal MP Will Amos said at the May 7 meeting. “So | think we
really are at a moment where there a is violent agreement that it is necessary,
and | think the question is really more of a how do we get there.” 05/11/2020
9:28 PM EDT The Wire

* Member of Parliament and Shadow Minister for Industry and Economic
Development, Michelle Rempel, has launched ‘Connect Canada,” a call to action
for rural internet access. May 6, 2020 5:57 PM. MobileSyrup.com

 An NDP plan for the federal government to add money raised from past and
upcoming spectrum auctions to existing broadband funding could achieve
universal connectivity well before the government’s 2030 target if executed
correctly, four telecommunications service providers told the House industry
committee. 05/14/2020 9:35 PM EDT The Wire




The Reality of Getting to 50/10 Mbps <:>

CRTC National Standard

* 90% of all Canadians have access to 50/10 Mbps by
December 2021

EORN 2019 analysis shows

 46% of EOWC rural homes and business have access to 50/10
Mbps

* 63% of homes and business have access to 50/10 Mbps if the
EOMC municipalities are included

Long way to go in EO to meet the CRTC Objective




Cost Analysis <:>

Cost Analysis 1

» Estimated cost to bring 50/10 Mbps service to 95% of the
demand area across the region using a mixture of 75%
wireline and 20% fixed wireless

Cost Analysis 2

e Estimated cost to bring 1Gbps service to 95% of the
demand area across the region using a wireline

Based on an engineering model, not detailed designs from
telecommunication service providers (TSPs)




Cost Estimates <:>

e 50/10 Mbps to 95% of the EOWC demand area
* S500 million to $750 million

 1Gbps to 95% of the EOWC demand area
e S1.2 billion to $1.6 billion

Key variable in range of cost estimates is access to hydro
poles and pole replacement costs
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Investment Requirements <:>

Is government investment needed?

* Yes, without investment 50:10 Mbps or higher is not
possible

e EORN'’s market failure analysis supports a PPP
approach

— government, industry, Canada Infrastructure Bank
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EORN Option 1 - $100 million Investment

Regional broadband project to provide 50 Mbps to 95% of residents
and businesses

$100 - $150 million federal funding

$100 - $150 million provincial funding

S100 - S200 million loan from CIB* into SPV**

S200 - S300 million raised from TSP’s competitive RFP process

S500 - S700 million estimated total cost. Range of cost estimates is
access to hydro poles and pole replacement costs

*Canada Infrastructure Bank (CIB)
**Special Purpose Vehicle (SPV)
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EORN Option 1A — Without the CIB

Regional broadband project to provide 50 Mbps to 95% of residents
and businesses

$170 - $235 million federal funding
$170 - $235 million provincial funding
S170 - S235 million raised from TSP’s competitive RFP process

S500 - S700 million estimated total cost. Range of cost estimates is
access to hydro poles and pole replacement costs.

(Federal / provincial contributions will rise if CIB does not participate)
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EORN Option 2 - S200 million Investment

Regional broadband project to provide 1Gbps to 95% of residents
and businesses

$200 - $300 million federal funding

$200 - $300 million provincial funding

S400 - S500 million loan from CIB* into SPV**

S400 - S500 million raised from TSP’s competitive RFP process

S1.2 billion — $1.6 billion estimated total cost. Range of cost
estimates is access to hydro poles and pole replacement costs.

*Canada Infrastructure Bank (CIB)
**Special Purpose Vehicle (SPV)
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EORN Option 2A — Without the CIB

Regional broadband project to provide 1Gbps to 95% of residents
and businesses

S400 - $535 million federal funding
S400 - $535 million provincial funding
S400 - S535 million raised from TSP’s competitive RFP process

$1.2 billion — $1.6 billion estimated total cost. Range of cost
estimates is access to hydro poles and pole replacement costs.

(Federal / provincial contributions will rise if CIB does not participate)




Market Failure — Financial Analysis <:>

Conceptual design to close gap between supply and demand. Highly
theoretical and used only to calculate rough orders of magnitude for
market failure analysis

 CAPEX: Capital costs

* OPEX: Operating costs
 Revenue: (based on ARPU)
 NPV: Net Present Value

 Formulae: (CAPEX + OPEX) — Revenue = If Negative NPV then
subsidy likely required

“A significant market failure is the failure to produce some goods and services,
despite being needed or wanted. Markets can only form under certain conditions,
and when these conditions are absent markets may struggle to exist.”




Together We Can Make a Difference <:>

Next Steps

* EORN could have a RFP in place for EOWC region by
August 2020

e Could potentially leverage infrastructure proposed
for EORN Cell Gap Project

* EORN model can be replicated across Canada




Questions?




