WHITE PAPER - INVESTING IN FIBER INFRASTRUCTURE

The difference between hitting a home run
and striking out in your fiber investments

Investing in fiber infrastructure has gained popularity among investors, resulting in many closed
deals in recent years. Regardless, there is still plenty of room for investors seeking a reliable, long-
term cash flow. Whereas the latest North American Fiber Broadband report forecasts “the expecta-
tion for record North American FTTH growth of over $135 Billion over the next five years -

by far the largest five-year growth period ever!™, corporate broker Liberium estimates that [...]
$600 billion will be invested in data infrastructure, a substantial increase from the $276 billion
that has already been committed to assets such as data centers and fiber networks?.
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Despite these estimates, potential investors may be concerned about inflation, rising interest
rates, and the perception that the most attractive deals have already been closed. But as hun-
dreds of millions of households worldwide are still disconnected or served by legacy infra
structure, there is still plenty of opportunity.

1 https://www.rvallc.com/ftth-reports
2 https://www.infrastructureinvestor.com/investment-in-digital-infrastructure-shows-no-sign-of-slowing/
3 https://www.detecon.com/en/journal/need-speed-opportunities-and-risks-fiber-optic-investments
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“Global Broadband Subscriptions at end-2022: Fibre Claims Two Thirds: The share of FTTH/B in the total
fixed broadband subscriptions continued to increase and stood at 65.7%. Cable broadband connections
followed with a 16.3% share, while ADSL fell to 8.8 and FTTx to 6.8%.™

GLOBAL FIXED BROADBAND SUBSCRIBER GROWTH TRENDS

1400 2.00%
1380 1.80%
1360 1.60%
1340 140%
2z 1320 1200 £
2 : ‘E
E 2
—_ 1300 1.00% o
2 5
b 8
=) 1280 0.80% 5
@ A
-g El
@ 120 ogox
1240 .40
1220 0.20%
1200 0.00%
202104 202201 202202 202203 202204 202301
ribers ~-% Growth
POINTS"topic B Subscribers =@-% Growtl S

This white paper presents three critical considerations
for a successful fiber infrastructure investment,

regardless of your chosen investment approach.

To succeed with your investment, you need to choose your investment approach wisely.
> Do you want to find a greenfield project?

> Do you want to invest in existing infrastructure and operations by acquiring a challenged
fiber player?

> Or do you want to partner with an existing stakeholder with a “ready to go deployment
plan and an established based of paying customers”?¢

4 https://www.point-topic.com/post/global-broadband-subscriptions-end-2022-fibre-claims-two-thirds

5 https://www.telecomtv.com/content/access-evolution/ftth-b-uptake-drives-global-broadband-market-to-1-38-bil-
lion-48039/

6 https://www.mckinsey.com/industries/technology-media-and-telecommunications/our-insights/fiber-opportuni-

ty-four-deal-types-for-investors-to-consider
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1. Understanding Market Dynamics — Securing Demand

> Understanding the market is essential, as market conditions vary significantly across
countries, cities, areas, and neighborhoods. Demand aggregation reveals where the
demand for fiber in your planned area is the highest and where your most motivated
customers are. Based on this information, you can decide where to start your build-out
and tailor your pre-sign-up offers based on competition, willingness to pay, or the needs of
your future subscribers. Everything to maximize your take rates and ROI.

2. Controlling Costs

> This might sound very obvious, but there is a lot that you can do to reduce the Total
Cost of Ownership (TCO) for both network owners and investors. To keep the investment
per home passed as low as possible, you should revise deployment methods and the

strategy.

3. Adopting Advanced Software Solutions

> Investing in modern and specialized end-to-end automation software is essential for
running an efficient FTTH network and delivering excellent customer support, whether
investing in a traditional ISP Network or an Open Access Wholesale Network.

Understanding Market Dynamics — Demand Aggregation

Determining demand informs pricing strate-
gies, market initiatives, purchasing, and more.
Hence, assessing and securing demand is
vital. Demand for FTTH can vary significant-
ly even within the same community, city, or
region, so you need to start your project by
surveying the demand in your service area
with software like COS Business Engine. In
addition to showing you in which of your as-
signed zones the need for fiber is the highest
and where you should start your build-out,
the software automatically collects IP-based
information about which providers your com-
munity currently uses and carries out speed
tests to determine what speeds your future
customers have today. This data gives you ac-
tionable insight into competitor names, used
services, desired services, and how likely they
are to sign up for them.

Your collected survey data lets you know
your customers and what they want. You can
easily create different pre-sign-up offers

for planned service areas - even for single
households and addresses. Tailor your pre-
sign-up offers based on competition, will-
ingness to pay, or the needs of your future
subscribers. Everything to maximize your take
rates and ROI.

You also want to minimize the risk of over-
builds, so exploring an open access whole-
sale approach is well worth your time. In such
a network setup, the three layers needed to
run an FTTH network, “infrastructure layer,
operational layer, and service layer,” are sep-
arated and operated by various entities. Any
number of service providers can be active

in the same market, significantly improving
customer choice while still sharing the same
infrastructure. Instead of only competing

with an existing provider with legacy tech-
nology, you can offer them a transition to the
next-generation fiber network. Investing in an
open access wholesale approach means that
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> Network Owners, Network Operators, and )
Internet Service Providers can exclusively ~Invest in Top-Notch End-to-End

focus on what they're good at. Automation Software.

> With more choices for subscribers, take Lastly, investing in modern and specialized
rates are often up to three times as high  end-to-end automation software is essen-
as a Single Provider Network (70-90% vs. tial for running an efficient FTTH network
30-50%). and delivering excellent customer support,

> It is a better business model for creating whether investing in a traditional Single Pro-
wholesale revenue streams. vider Network or an Open Access Wholesale

Network.
> The open access approach can help

improve public and private partnerships
as communities invest in infrastructure
and provide their citizens with digital
possibilities without competing with
commercial consumer services.

“Silver Star Communications selected COS Sys-
tems as its open-access software partner and
platform after evaluating four different software
options. As an Internet Service Provider with over

Cost Control 70 years of experience and currently operating
Keeping your costs and investments Low is a on other open access networks, we believe that
priority. One important thing to consider is open access can be done better. COS helps Silver
the fiber installation labor shortage, which, Star operate an open-access network that reduc-
paired with inflation, makes it increasingly es customer costs through competition, while
necessary to find ways to reduce construc- maintaining high-quality internet and good cus-
tion and installation time, as costs for labor tomer experience. We chose COS because of their
typically account for 85% of your installation experience with other open access networks, the

budget’. Look over your project and see if you
can

accessibility of the API, and the highly engaged
team”

> Use existing infrastructure where

possible. /Brock Walters, Area Vice President -

> Use high-quality systems that make Open Access Markets Silver Star Communications
deployment more time efficient, even if
the components might be slightly more
expensive. A system based on blown fiber
can be such a solution, where you can
wait to put the fiber in place until you
have a paying customer waiting and then
quickly blow the required fiber in place.

> Invest in faster and more cost-effective
construction techniques such as micro
trenching and air-micro cables and
microducts

> Minimize the time to get paying
subscribers on the network

7 https://knowledge.hexatronic.com/blog/investing-in-fiber-optic-networks
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Conclusion

In conclusion, the difference between hitting a home run and striking out in your fiber invest-
ment depends on a few but important factors: Understanding market dynamics, securing de-
mand, controlling costs, and adopting advanced software solutions like COS Business Engine!
With the right approach, investors can de-risk and future-proof their investments and capital-
ize on the current fiber investment opportunities.

About COS Systems

COS Systems delivers cloud-hosted software to plan, build, and manage broadband networks
globally. COS Business Engine is a proven network management solution (BSS/0SS) support-
ing Service Providers and Open Access networks. The end-to-end platform provides subscriber
self-service and digital sales and marketing through an online marketplace. The platform can
activate service orders automatically within a minute, and billing follows with no operator
interaction. It offers a great user experience, increasing take rates and revenue.’ As the center-
piece of your fiber business, it integrates with other specialized software platforms to digitize
fiber construction management and mapping, creating a comprehensive end-to-end solution
for maximum efficiency.

If this white paper has sparked your interest, we invite you to book a free consultation with
one of our experts to learn more about our solutions and how they can benefit you.

COS Business Engine is the platform we launched in 2008
to automate the operations of True Open Access Networks.
It is today used to Operate around 200 True Open Access
Networks Worldwide, big and small.

For additional information contact:

Isak Finér
Chief Revenue Officer

SYSTEMS

COS Systems
isak.finer@cossystems.com




