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Chairman
NBN Co Limited
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Dear D Swatkowsk

We thank the Board and the company for their work to date on the draft Business Plan.
While the Business Plan is not yet complete, it provides a strong foundation for what we
expect will be the most rigorous, detailed and realistically executable business plan so far
provided for the National Broadband Network (NBN ).

This letter addresses two matter that huve arsen whare the compans has sought wusdan., .
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A second ssue that has ansen dunng work on the Busimess Plan i whether to mclude an
updated cost estimute for a broad based fibre to the premises rollout {or FTTP). and of
so how such an estimate should be developed

shareholder Misters believe an updated cost estimate for a network where FUTP serves
the entire fixed line foolprint is a critical data point that needs to be tredibly costed. The
FETPNDBN 15 an imponant counterfactual to the Mult Technology Mix (MTM) rollowt
recommended by NBN Co management in the Straiegic Review to the Government in
December 2013 and currently being deploved

I'he Strategic Review oftered two FTTP cost estimates  Scenano |, 4 “revised ovutlook” for
FUTP assuming minimal policy change and Scenario 2, a “radically redesigned” FTTP
rollout where major architectural and business changes drove significant cosi savings.
There are questions over the achievability of costs modelied in Scenario 2. given experience
over the past [R months of
» actual rollovt productvity gains achioved and accruing to NBXN Co rather than
construction delivery partners:
e actual architectural and commercial rollout changes approved and implemented: and
o actual FITP costs per premise over the past 18 months (and the rollout to datey.

While 1t 1s up to the company to determine the basis for its estimate of an TTTP rollout, it
miay be that a *Scevario 1.5 approach aligns most closely with reality

I ihe the MTM long-term financial forecasts, the updated FITP scensnio estimate should
take account of additional data, experience und market knowledge accumulated by NBN Co
since the Strategic Review was prepated in Decetnber 2003 - particularly in areas such as
historical and current costs per premuse, the ability and distribution of productivity pains in
an outsourced delivery miodel, competitive threats from aliemnative networks and
technologies, achicvable peak construction rates. and cumulative operating costs hikely o be
imcurred over the huild,

Winle any updated cost estimate for an FTHP rollout seenario is not expected to replicate the
rigor of NBN Co's Rusiness Plan for the MTM mollout, it should be sutticiently robust and
detailed that the company 15 prepared to stand behind its credibility and comparison of FTTP
and MIM costs. Accordingly. we ask that the updated FTTP scenario provide each of the
high-tevel metrics in Table 0-2 on page 17 of the Strategic Review. This updated scenano
should be mcluded in the Board endorsed draft 20135-18 Corporate Plan that is due (o us by
11 May 2015

We agan thank eseryone at NBN Co tor the obvious effort put into the Bustness Plan <o fur,
and Took forward o continwng 1o work with the companggo copplete this imporant sk

Kind regarge

/\m{;{mmmﬂ Nathes Comans

Minitster for Communications Minister for Finance
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