delstra

Australia’s Broadband Drought

Bridging the Digital Divide to Achieve
Sustainable Development

Dr Phil Burgess

Group Managing Director, Public Policy &
Communications

2 May, 2007
Public Relations & Corporate Communications Summit 2007




Need for
Fibre (FTTH) S‘p'eed

100Mbps

Fibre (FTTN)
50Mbps

ADSL2*
20Mbps

Cable
17Mbps

3G wireless broadband
14.4Mbps

ADSL
8Mbps

Entry broadband
256Kbps

Dial-up
56Kbps
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2 download speeds will depend on a range of factors, including customer device, plan, number of customers and distageg I



History of speed in Australia

Service Max. Speed Launch
Morse Code 10bps 1870s
Telegrams 50bps 1940s
Telex 90bps 1950s
Fax 9.6Kbps 1985
ISDN 128Kbps 1989
Dial-up Internet 56Kbps 1993
Cable Broadband 10Mbps 1997
ADSL 1.5Mbps 1999
ADSL2+ 20Mbps 2005
FTTN-FTTH 100Mbps 77?7
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Lagging in broadband penetration

Broadband subscribers per 100 inhabitants, December 2006
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Australia is only 16th!

* 16th of 30 developed countries
in broadband penetration

* 25th in the world in available
internet bandwidth

* 15th in the world in networked
readiness
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Distance, Density and Terrain (DDT)

Persons per square kilometre

DDT makes
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Competitive ADSL coverage

% Metro competitor coveragé Rural competitor coverage

Queensland

Victoria

67% 6%

New South W;: Other than TG\Stra, mOSt . 1%
competitive DSL investment 1S\

South Australid localised %

Western AustrarreaigiVy

cost, high popu\atio_n area

I;

Tasmania n/a 49,
Only 4% competitor
82% metro over-build infrastructure
coverage

in the bush




Investment growth by industry
‘The ACCC hockey stick”

3 years to 2005-06

Mining

Electricity, gas and water supply
Wholesale trade

Transport and storage

Agriculture, forestry and fishing

Manufacturing
Property and business services Without Telstra’s
Health and community services investment’ investment
Retail trade

Is shrinking

Accommodation, cafes and restaurants
Construction

Communication services

Education

Finance and insurance

Personal and other services
O A hesen S griser

Telstra
and government providers

-10% 5% 0% 5% 10% 15%

20% 25%

30%

= *
8 Sources: ABS Rnga



Population is concentrated in 5 cities
20.7M residents

Darwin
§ ZZ,, 60% live in top 5

Broome ‘ Australian cities
vs 20% in top 5 US cities

Brisbane: 1.8M residents

Perth:
1.5M residents

Sydney: 4.3M residents

kf

Adelaide: N8
1.1M residents "\

Melbourne: 3.6M T
residents
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Australia: falling access

charges vs rising costs
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Note: Data standardised to earliest period, set at 100

10 Sources: ABS, ACCC, ACT, IMF (crude oil price index, copper price at the LME), Telstra



Removing regulatory barriers to ADSL2+
- Sydney

With regulatory certainty
Telstra could extend
ADSL2+
to turn the red non-coverage
areas into green
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Removing regulatory barriers to ADSL2+
- Sydney

Gives a
pro-consumer result




Coominya

#

With regulatory certainty
Telstra could extend
ADSL2+
to turn the red non-coverage
areas into green
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Coomera

Removing regulatory barriers to ADSL2+

- Brisbane

Morton
Island




Removing regulatory barriers to ADSL2+
- Brisbane

Morton
Island

Gives a
pro-consumer result
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Removing regulatory barriers to ADSL2+
- Melbourne

—

' Arthurs Creek

With regulatory certainty *
Telstra could extend F

ADSL2+ -
to turn the red non-coverage .
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Removing regulatory barriers to ADSL2+
- Melbourne

—

=57 Arthurs Creek

Gives a
pro-consumer result
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Broadband use increasing
- need for speed

Total broadband connections up 117% in 18 months
Total connections using speeds greater than 1.5Mbps up from 10%
to 17%

Greater than 1.5Mbps: 17%
1.1 million connections

ess than 256Kbps (dial up): 41%
2.8 million connections

512Kbps - 1.5Mbps: 22%
1.5 million connections Total brogd band
connections =
3.9M

256Kbps - 512Kbps: 20%
1.3 million connections

17 Source: ABS Sept Quarter Internet Activity Survey



Anatomy of Australian business

Medium sized businesses Large businesses

20-199 employees: 4% 200+ employees: less than 1%
78,000 businesses 570 businesses

Small businesses

1-19 employees: 37%
700,000 businesses

SMEs are the backbone
of the Australian economy.
They depend on public
infrastructure. Their
productivity and growth

Sole traders:

0 employees: 59%
1.2M businesses

requires fast and reliable
telecommunications service

Total businesses = approx. 1.9M

18 Source: ABS Cat No 8165.0
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Internet Service Providers
per million people

25.0
22.5
20.0
17.5
15.0
12.5
10.0

7.5

5.0

2.5

Competitors piggy backing on
Telstra’s investments means
Australia has more ISPs than any

other developed country, very few
of them investing or adding value

0.0
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Korea France USA Canada

Source: McKinsey, Company reports, KISDI, Ovum, ABS, Alcatel and Point Topic

Japan

Australia




Competition is alive and well

2 carriers 157 carriers

3 mobile operators 4 mobile operators

23 mobile resellers

467 Internet Service
Providers

20 Source: ACMA Communications Report, 2005/06, ABS



Sroadband Australia Campaign
BACK Telstra

YOU CAN . ..

Help by doing any of the following:

1.Register as a Telstra Active
Supporter at

- ngww?a'e subscribe | spread the word | links | RSS updates AnE e B Sig
www.nowwearetalking.com.au talking .
home opinion discussion information blogs shareholders BACK Telstra

2.Talk to family, friends and
colleagues

3.Contact your local Federal MP

4.Contact the ACCC

5.Organise a community meeting GO e
6.Set up a local supporters group ' :

7.Write letters to the editor of
newspapers

8.Ring talkback radio
9.Involve influential community
members
A\ Jiei
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So GET ACTIVE!

To find out more, visit:
www.nowwearetalking.com.a

_&elstra .



