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I
Background

The NorthlandRegional Council (NRCYeisponsible for promoting the region's economic, social
environmentahd cultural wellbeig basic prerequisite forighaslequate fundamental infrastructure to
serve community and business.

Infrastructure in Northland has always proved challenging due to the geographic location of the reg
long thin land®s north of Auckland with a low density population s@dachevgeographic area.

There are numerous remote outlying areas that are difficult to economically service, resulting in
deprivation for some communities.

Because the demographic and population distribution challenges make it highiynwmpikedyethat
telecommunications service provider will make an investment of sufficient scale to effect a transformi
change to the regionOs economy, Northland intends to address this Odigital divideO by building a fi
telecommunications ndtwdrastructure to service the region.

NRC has advancedi@pth feasibility, stakeholder engagement and business case work in support of tt
initiative and will be initiating the funding stage of the project in the near future.

NRC welcomes the annomece of the governmentOs Broadband Investment Fund (the Fund) and ful
supports the objectives of the initiative as an important part of achieving a national broadband infrastr
in support of the acceleration of-trasad economic developmentvin2daland. Just as we have
accepted that regional and local government must step up and to Ohelping ourselvesO in resg
telecommunications infrastructure that we believe is vital to the development of our region as a vibrant
for our citizens, wee equally of the view that to make the transformational change the country neec
central government has an active role to play.

This Submission

NRC is pleased to provide this submission in response to the MEDOs public consultation on the draft
and Proposed Process that will govern the Fund.

In general we have confined our comments to the questions posed by the MED in its consultation doci
however we would highlight the following key point that our own feasibility, planning and commu
modelling work has had to address.

Fibre optic infrastructure is argenerational asset

For Northland, and we strongly suspect many other regions, investmemrigeairstepnnection
capability is not just about better servicing current Bearamdic transformation requires the creation

of new demand pools, as initiatives either incepted within the region or attracted to the region. The na
an integenerational asset demands that we advance our thinking beyond todayOs cémsumption mode

Whilst we have constructed our business case based on servicing known demand, we stress that this
the singular reason that NRC and its stakeholders are driving this initiative as one of the truly str
projects on the regionOs planning table

We have also submitiadesponsdwereifthat the timeframes proposed for the initial funding round are
restrictive for Northland should we wish to apply to accessltrthfai®ibusiness case is ready now

and the regi@imperatives will not be supported by a lengthy process with fvadaggand only

should we be successful with an applig#tidhe third quarter of 2009.
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I
Questions on Urban Criteria

1 Will the proposed timeframes provide Applicants with sufficient time to fully complete the applic
requirements?

¥ The timeframes arensdiered to provide adequate time, however the issue around
timeframes will be whether these constrain fund aspirants that are already well advancet
planning of their initiatives. The process should enabieathnfpef fund aspirants that
are pepared in advance of the Opublished® window.

¥ The timeframe of one calendar month for assessment of full applications by the indepenc
assessors may prove too tight, particularly if there is a large number of applicants.

2 Are any amendments needed tirdift criteria to improve the outcome of the Urban Fund?

¥ The 1:1 minimum ratio for funding, in clause 5.1 may be too generous. Even the mc
marginal business cases will need to show a roadrsaffitieself .

¥ There should be a requirementwal afecommunity owneitliis will mean that resulting
infrastructure will not be capturable by purely commercial interests.

¥ Clear definition of Oopen adsassfiired, particularly at what layers the definition needs to
apply as quite differentketaoutcomes have the potential to result from differing levels of
Oopen accessO at, for example, layers 0, 1 and 2.

3 Should successful Applicants be prevented from offering Application Services across the supp
broadband infrastructure?

¥ Yes, if in duj so a vertically integrated supply model that could-dmawpettitie
outcomes is possible or likely to result.

4 The draft urban criteria include absolute criteria and weighted criteria. Are there any absolute ci
that you consider are too aseand should instead be classed as percentage weighted criteria?

¥ The Eligibility Criteria (Section A) are not too onerous. They should all be absolute.
5 Do you agree with the percentage weightings in the urban criteria?
¥ The weightings proposed are raaison

6 What do you consider to be an appropriate level of applicant assistance (e.g. a list of rele
experts, funding, case management)?

¥ NRC welcomes a higher level of engagement between the Fund administration and applici
and considers that thisemiable a better outcome from the process for both government and
applicants

¥ Our sense, having had dialogue with Broadband Challenge Fund applicants, and from our
current experience building the Northland business case, is that $50k #ahptoths not |
adequate. $100k (as a cap) may be more suitable.

¥ A toolkit of assessment tools and business models provided by government would probz
assist in both the application process and subsequent aBflesseesttould not however
be restrictive.

¥ An open channel for consultative dialogue between applicants and the Fund administrator |
to discuss criteria definitions, suitability of intended responses, etc) would be valuable.

7 Does the proposed timing raise any issues for your planning processes

¥ Yes. NorthlandOs business case is nearing completion and our project outlook sees fur
arrangenmés completed by November ga@stwith build phase commencinmes
2008.
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Questions on Rural Criteria

1

Do you agree with the proposed outctiradRoral Fund?
¥ Ingeneral, yes.

¥ The test of OnoO terrbsisid broadband addresses current black spots only. This should
be relaxed and propositions considered orbgtceasebasis (see comments regarding
flexibility below). It is importantthle process avoids denying funding to areas with
extremely poor services.

Do you consider that there should be a secondary outcome that relates to improving rural v
services?

¥ Yes. In promoting servizesed competition an opportunity arises faptoyment of
VolIP services.

Given the significant cost increases to depdpeddghroadband in rural and remote areas and
the better potential coverage that may be provided at a lower cost but also at lower speeds (incli
potentially by wireleather than fibre) should the rural criteria be set at a lower speed than urban?

¥ For deeply remote areas this may be the only feasible option-c&pabitpwervices
may also be a valid stepping stone in other areas which can later bebnsidrased to f
services.

¥ Fibre should be #@dgoal regardless in almost all cases.
Do you think that mobile/wireless solutions would provide the required level of broadband service

¥ For residential users mobile/wireless will likely provide an acteta&bleabshis time.
However public institutions such as schools, libraries and health providers should be targe
with fibre connectivity (this is part of the Northland design).

Do you agree that rural applicants should be required to offessofethaircmfrastructure,
bearer and/or application services?

¥ In general terms open access should be required. However, in areas where there is
likelihood that providing access to passive infeagtrgctdark fibre) to a sempiovider
will reult in a vertically integrated monopoly mpgiderantiompetitive conditiacghen
this should be a valid exception.

The rural criteria do not specify percentage weightings but rather are ranked in order of priority.
has been proposed in ordeetain the greater level of flexibility that is required in rural areas. Do
you consider that percentage weightings should be specified at the expense of flexibility?

¥ No. There will be a diversftpcal solutions that fit local communitiesndTdpeal is the
key- flexibility in terms of the means to that end is important.

Consideration is being given to limiting interim seed funding for a rural project to a maximur
$500,000, with a proviso that neighbouring communities would be gpgrimittedatgreater

funding amount where a combined solution leads to a lower overall cost per new broadband ac
connection. Do you agree with this approach?

¥ No. There should not be a set limit. The nature of the challenge in rural and undersen
regions means that proposals that include development of backhaul services should validly
considered. These will be more capital intensive up front. Any woatttay asesbsah
the national objective of making effective affordable brogalblend alldNew Zealanders
should be considered in the context of the objectives of the Fund.

What do you consider to be an appropriate level of applicant assistance (e.g. list of relevant ex;
funding, case management)?
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¥ NRC welcomes a higher tHvehgagement between the Fund administration and applicants
and considers that this will enable a better outcome from the process for both government
applicants

¥ Our sense, having had dialogue with Broadband Challenge Fund applicants, and from our
current experience building the Northland business case, is that $50k support is not likely ti
adequate. $100k (as a cap) may be more suitable.

¥ A toolkit of assessment tools and business models provided by government would probz
assist in both thppdication process and subsequent assé3thestsshould not however
be restrictive.

¥ An open channel for consultative dialogue between applicants and the Fund administrator |
to discuss criteria definitions, suitability of intended respoosksbetealuable.

9 Will the proposed timeline provide applicants with sufficient time to fully complete the applic:
requirements?

¥ The timeframe should be adequate.
10 Does the proposed timing raise any issues for your planning processes?

¥ Yes. Northlasdfisiness case is nearing completion and our project outlook sees funding
arrangements completed by November 2008 (latest) with build phase ceXmancing pre
2008.
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