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Overview

Prepared detailed engineering
analysis of Rindge, NH, attached

Provide a proposed schedule of
necessary tasks

Asses market plan
Determine possible rollout
Determine wireless options
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Expectations

Fiorellis Law:

Dissatisfaction=K [EXxpectations-Reality]
McGarty’s Rule

“Avoid Ambiguity of Expectations”
McGarty’s Corollary

Dissatisfaction = Ki ZN:(Expecti — Expect, f

izl j=1
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Conditions Precedent

Before submitting RUS Loan App we
must have

® Franchise

Market Survey
Engineering Study
RUS Application

Equity

Management
Customer Commitment
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Reality

Conditions Precedent Met
Real Market EXxists
Vendors Meet Specs

RUS Delivers

Pole Attachments Available in timely
fashion

Install may take 1-2 years for fiber!
Content iIs accessible
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Schedule

o
@

Task Name

1st Half

2nd Half

1st Half

2nd H

Qtr1l

Qtr 2

Qtr 3

Qtr4

Qtr1l

Qtr 2

Qtr 3

O 0| N| O O | W N| -

[EEN
o
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|

Engineering Study
Market Study
Vendor Negotiations
Content Access
Customer Commitment
Franchise

Equity

RUS Approval

Pole Attachment
Install

Service Start
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Rindge Engineering Analysis

The Telmarc Group, LLC
September 10, 2005 |
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Overview

Prepared detailed engineering
analysis of Rindge, NH

Obtained detailed data on build out of
plant and sensitivity to costs

Performed financial analysis of CAPEX
requirements and demand sensitivity

Performed analysis of USDA RUS
financing possibility
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Engineering
Methodology

Prepare
Sectorized Maps

Commence with Basic Town
Demographics and Maps

\/\

Create Sectors on Maps Based
Upon HH per sector being 500-1,500
and sectors being self contained

Prepare Image
database

A

\/\

Input Database

Perform Field Photo Shoot to
determine: setback, aerial, make
ready, frontage, drops

Deliver Draft
Engineering

Analyze Data to developed baseline
input for build analysis software

Analyze Results of the CAPEX
Model

Study ™

Prepare Draft Engineering Study

Review with

Review

Town

Approved

Proprietary

Integrate into Feasibility Study Plan
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Core Data by Sector

Sum of HH Sum of Miles
Sector Number | Total Sector Number | Total
1 91 1 4.23
2 662 2 23.12
3 61 3 4.40
5 128 5 5.20
6 168 6 9.45
7 227 7 9.15
8 29 8 1.50
9 42 ] 2.13
10 223 10 11.08
11 268 11 11.35
12 51 12 5.21
=S 32 13 1.75
14 Lr4 14 4.80
1o =98 15 21.00
10 - 16 6.30
Grand Total 2.860 Grand Tot@i ——
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Key Data Elements

Average of Avg Set Back Average of Average Front;
Sector | Total Sector | Total
1 70 1 67
2 60 2 65
3 100 3 126
5 70 5 170
6 162 6 222
7 70 7 80
8 350 8 120
9 200 9 300
10 170 10 517
11 269 11 597
12 177 12 456
13 60 13 130
14 77 14 124
15 619 15 879
16 150 16 175
Grand Total 209 Grand Total 371
Average of Aerial Average of Make Ready
Sector | Total Sector w | Total
1 100% 1 0%
2 100% 2 0%
3 100% 3 0%
5 100% 5 0%
6 100% 6 33%
7 100% 7 0%
8 100% 8 0%
9 100% 9 0%
10 74% 10 4%
11 100% 11 0%
12 100% 12 2%
13 100% 13 0%
14 54% 14 0%
15 100% 15 0%
16 100% 16 0%
Grand Total 94% Grand Total 4%
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Key Financial Factors

Initial Penetration 35%
Key Outputs Maximum Penetration 55%
Penetration Increase per Year 50%
Number Users year 5 1,494
Percent effective penetration year 5 52.3% Penetration of Base for Internet 100%
Penetration of Base for Video 70%
Raw Cost per New Sub year 5 $1,113.02 Penetration of Base for Voice 65%
CAPEX per User Year 5 $2,416 Percent HH Targeted 95%
CAPEX Fiber per user year 5 $1,522 Feeder Overage 0%
CAPEX Other per user year 5 $894 Distribution Overage 0%
Effective HH per mile 23.83
Revenue per user per month year 5 $108.00 Effective users per mile year 5 15.57
P&l per user per month year 5 $16.37 Number Build miles year 5 96.00
Cost of Service per user per month year 5 $48.11
OPEX per user per month year 5 $34.60 Broadband Internet Fee per Month per user $ 45.00
Cash Flow per user per month year 5 $8.93 Video Basic Fee per month per user $ 49.00
Basic Telephony per month per user $ 39.00
IRR 29.05%
NPV ($000) $238 Cost of Capital 25.00%
RUS Debt year 5 $3,002 Terminal Cash Flow Multiple 10
Equity and Other year 5 $1,705
Sales per month per Rep 25
TIER Year 5 1.59 Inbound Telemarket Contacts per Sale 10
Percent Direct Sa;es 75%
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TIER

TIER vs Year

2.00

/

1.00

0.00

(1.00)

(2.00) 4

(3.00) 1

TIER = (Net Income Plus Interest)/Interest

(4.00) 1

(5.00)

—¢—TIER (4.48) (1.12) 0.94 1.37 1.59
Year
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Per User

Per User Metrics

$200.00
$150.00 *
$100.00 - \‘\
— R
¢ ¢ . . * * . *
$50.00 +— W [
\ A
\.‘74"‘ a
$0.00
($50.00)
100.00
($ ) 1 2 3 4 5 6 7 8 9 10
C— Revenue / User / Month $98.60 $98.63 $98.67 $98.72 $98.79 $98.88 $98.99 $99.09 $99.18 $99.27
—e— Total Oper Expenses / User / Month $158.26 $85.35 $71.78 $69.86 $68.97 $68.54 $67.98 $67.54 $67.37 $67.39
—8— Interest & Principal / User / Month $49.37 $20.22 $16.50 $16.16 $16.37 $16.41 $16.60 $17.13 $17.36 $17.36
—a— Operating Cash Flow / User / Month ($84.24) $3.70 $19.50 $22.07 $23.40 $24.39 $25.48 $26.30 $27.04 $27.74
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TIER Sensitivity

TIER vesus Final Penetration and Initial Penetration

5.00
= K
2.00
@
i 1.00 1
£
(1.00)
(2.00)
Final Penetration
(3.00)
35% 40% 45% 50% 55% 60% 65% 70% 75% 80%
——7.50% (2.65) (2.29) (2.18) (2.09) (1.99) (1.96) (1.96) (1.96) (1.96) (1.96)
—10% (1.80) (1.32) (0.89) (1.06) (0.97) (0.93) (0.89) (0.86) (0.83) (0.82)
—_—12.50% (1.69) (0.72) (0.10) 0.25 0.04 0.36 0.56 0.53 0.51 0.49
—15% (1.71) (0.74) 0.14 0.95 1.30 1.57 1.32 1.56 1.80 1.78
—17.50% (1.73) (0.76) 0.13 0.93 1.67 2.27 2.49 2.20 241 2.59
——20% (1.74) (0.77) 0.11 0.91 1.65 2.33 2.96 3.33 3,50 3.19
—_—22.50% (1.76) (0.79) 0.09 0.90 1.64 2.32 2.95 3.52 4.06 4.24
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PON Scheme

IP
Router

OLT

FSU

Stbsector 1

Sector 1
1 24 Strand Fiber

Sector 5
1 24 Strand Fiber

24 stiands to Taps

Capacity per Splitter = 12HH/Tap
X 2Taps/Strand
X 24 Strands/Shelf
X 8 Shelves/Splitter
= 4,608 HH per sector

Splitter

Subsector 8
24 stiands to Taps

12 HH/Tap

2 Taps/Strand
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CAPEX per Sub

$3,500

$3,000

$2,500

$2,000

$1,500

$1,000

$500

$0

CAPEX per Sub

1 2 3 4 5 6 7 8 9 10
@ Total CAPEX per Sub $3,235 $2,467 $2,405 $2,410 $2,416 $2,446 $2,453 $2,481 $2,559 $2,595
B Fiber CAPEX per Sub $2,221 $1,567 $1,512 $1,517 $1,522 $1,527 $1,532 $1,537 $1,542 $1,547
@ Bec CAPEX per Sub $915 $776 $756 $758 $759 $761 $762 $763 $765 $766
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HH and Miles Distribution

Cum HH % and Cum mi % vs Average HH/mi
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Make Ready etc
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Revenue

Revenue
$2,500
$2,000 -
$1,500
o
=]
o
KeA
$1,000 A
$500 -
$0 -
- 5
O  Broadband Internet Access $257 $642 $789 $807 $807
B Video $214 $535 $658 $674 $675
@ Telephony $145 $362 $444 $455 $455
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Cash Flow

$600
$400
$200
5}
9\85/ $0
($200)
($400) /
($600)
1 2 3 4 5
=== Cumulative Cash Flow $98 $19 $102 $249 $405
—a— Free Cash Flow ($520) ($79) $83 $147 $156
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OPEX

$700
$600 -
$500 -
$400 -
)
o
o
¥
$300
$200 -
$100 -
$0
O Network Operations Center (NOC) $6 $14 $16 $16 $16
B Video Headend Opex $0 $0 $0 $0 $0
o Customer Senice $17 $42 $49 $49 $48
O Billing & Collections $11 $28 $33 $33 $32
B Engineering Support $97 $99 $101 $103 $105
m  Sales & Marketing $308 $271 $211 $211 $210
@  Exec, Admin & Overhead $209 $210 $210 $210 $210
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Cost of Service

$1,000
$900
$800
$700
$600
15)
S $500
&
$400
$300
$200
$100
$0
0O Telephony $104 $260 $319 $326 $326
m Pole Attachment $47 $53 $55 $55 $55
B Maintenance - Electronics $0 $28 $29 $29 $29
O  Maintenance - FTTH Fiber Plant $0 $11 $11 $11 $11
O NOC Backhaul $6 $6 $6 $6 $6
m  PoP Connectivity $60 $60 $60 $60 $60
O  Programming & Content $100 $251 $309 $316 $316
@ Internet Transit $46 $91 $90 $73 $59
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Total Costs

Per User per Month

Project Management $0.00 $0.00 $0.00 $0.00 $0.00
Network Operations Center (NOC) $1.00 $0.97 $0.94 $0.91 $0.89
Video Headend $0.00 $0.00 $0.00 $0.00 $0.00
Customer Service $3.00 $2.91 $2.82 $2.74 $2.66
Billing & Collections $2.86 $2.77 $2.69 $2.61 $2.53
Engineering Support $16.93 $6.91 $5.73 $5.72 $5.83
Sales & Marketing $54.01 $18.99 $12.07 $11.77 $11.73
Exec, Admin & Overhead $36.60 $14.70 $11.99 $11.72 $11.72
Total Operating Expenses $114.39 $47.26 $36.24 $35.46 $35.35
Maintenance - FTTH Fiber Plant $0.00 $0.75 $0.62 $0.61 $0.61
Maintenance - FTTH Electronics $0.00 $1.99 $1.68 $1.64 $1.63
NOC Backhaul $1.05 $0.42 $0.34 $0.33 $0.33
Point of Presence Connectivity $10.52 $4.21 $3.42 $3.35 $3.35
Programming & Content (per total user) $17.61 $17.61 $17.61 $17.62 $17.62
Internet Transit (per total user) $8.00 $6.40 $5.12 $4.10 $3.28
Pole Attachments $8.20 $3.74 $3.11 $3.07 $3.09
Telephony (per total user) $18.20 $18.20 $18.20 $18.20 $18.20
Total Cost of Service $63.58 $53.31 $50.11 $48.90 $48.11
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Cash Flows

Total Expenses per User per Month
Principal & Interest per User per Month
Total Operating Cash Expense per User per Month

Revenue per User per Month
Operating Cash Flow per User per Month

$177.97
$48.84
$226.81

$107.87
($118.94)

$100.57
$19.94
$120.51

$107.89
($12.62)

$86.35

$16.26

$102.61

$107.92
$5.30

$84.36

$15.93

$100.29

$107.95
$7.67

$83.46

$16.13

$99.59

$108.00
$8.42
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Income Statement

Year Ending 0 1 2 3 4 5
Revenues $0 $615,479 $1,538,977 $1,891,192 $1,935,856 $1,936,740
Cost of Service $0 $362,757 $760,494 $878,158 $876,911 $862,674
Gross Margin $0 $252,722 $778,484 $1,013,034 $1,058,945 $1,074,066
% Gross Margin 41% 51% 54% 55% 55%
Operating Expenses $0 $647,800 $662,214 $620,990 $621,819 $620,377
Operating Income $0 ($395,078) $116,270 $392,044 $437,126 $453,689
Margin % -64% 8% 21% 23% 23%
Depreciation & Amortization $0 $226,094 $266,514 $271,538 $272,390 $273,293
Profit Before Interest $0 ($621,172) ($150,244) $120,506 $164,736 $180,397
Margin % -101% -10% 6% 9% 9%
Interest Expenses $126,807 $138,739 $134,735 $127,547 $119,994 $113,572
Profit Before Taxes ($126,807) ($759,911) ($284,979) ($7,042) $44,742 $66,825
Margin % -123% -19% 0% 2% 3%
Income Taxes $0 $0 $0 $0 $0 $0
Net Income ($126,807) ($759,911) ($284,979) ($7,042) $44,742 $66,825
Margin % -123% -19% 0% 2% 3%
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