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Market Developments Netherlands Broadband and Voice
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Dutch Market: Towards Single Access Competition

Broadband competition Single access competition

KPN (100% coverage HH) TV

Cable (95% coverage HH)

e F
KPN and Cable both End users need only One fixed access for
rovide triple play one fixed acces_s each house_hold for all
P network for all sevices services
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Single access market: TV is main differentiator

TV offer is leading consumers choice

The Netherlands: consumer preference* when choosing a “multi-play package” service provider:

- 4% 3%

TV provider Internet provider Telephone operator

*) Source: Ernst & Young market research: Bundle Jungle, October 2007

Strong position of analogue cable TV

Advantages analogue cable TV

A | No ‘In house hassle’ (equipment en wiring is already there)

B ‘incremental’ pricing of Digital TV
C No additional costs for additional TV sets.
5 Fiber regulation and competing access networks

High Definition TV is coming

*Cable companies
sponsor HDTV of public
broadcaster

«Start in spring 2009
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Mindshift KPN 2005: ALL IP

IP-based service =
platforms,

centralized in four O
locations

Via our own copper and

fiber lines we will deliver
high-speed access

(Homes up to 30-100 Mbps,
offices up to 1 Gbps)

We will dismantle
exchanges and switch off
the old network

In our street cabinets We have used fiber in various parts of our
we will install VDSL2 / network for many years. We will invest to even
FttX technology further increase speeds
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Mindshift KPN 2005: ALL IP (ctd)

* High churn to cable, although declining now
* Wholesale is business too
» Television is crucial

e Economically rational

Announcement of Network Rationalisation and Closure
MDF Unintentionally Led to Investment Decline
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2005-2009

« OPTA Consultations on migration policies
* Development VDSL portfolio, testing VDSL
 Discussion about migration issues
— Resulting in MoUs end of 2007
* Further development on FTTH in 2007
— Commercial pilots announced early 2008: 5 cities fttc and 5 cities ftth
« Joint Venture Reggefiber May 2008

— Regulatory approval December 2008
— February 2009: Joint venture Citynet Amsterdam — Reggefiber

* H2 2009: Evaluation commercial pilots

Interactive, Multi-part and (therefore?) Lengthy Process
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Single Access via FTTH: Long Term Competitive TV Offer For KPN

Development alternative TV 3) IPTV via FTTH
platforms in NL  Long term competitive offer

* High quality
4‘ * Multiple TV sets including analogue TV

2) IPTV via xDSL
*“In house hassle”

* Limited user experience with HDTV

Grow %

1) Digital terrestrial

» Short term TV proposition for mass
market

* Maximum penetration in 2009/2010

» Often complementary to analogue cable

2004 2007
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What Are We Talking About?

* NGN

—> 50 Mb/s? >100 Mb/s?

— FTTH, FTTN, Docsis 3.0, LTE?
» Access: to passive and active elements

— Passive: Ducts? Dark fibre?

— Active: wholesale broadband access/bitstream type access
* Netherlands:

— no ducts,
— cable competition

— wireless competition
« Ambition? NGN 4 ALL?

— NGN will be local for next 5-10 years

12
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Choices Made By KPN And Key Regulatory Decision

« KPN: pro-competitive access policy
— P2P technology
— Open access model

— Passive infrastructure provider functionally separated from active
operator and Service Provider

« Key Regulatory Decision

Where access is mandated, the pricing should take into account any
higher risk and the need for the investor to recoup its investment
through its revenues on the retail markets
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Reggefiber and KPN FttH Open Access: 3 Layer Model

14

End user

SPs offering 2 and 3
Play: e.g. KPN

Service providers
offering voice, data
services

White Labefvoor Resellers
Wholesale Broadhand Access

KPN

Value add service
providers

L]

Active operator 2

Unbungled access to physical laye

=
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Regulatory Aspects FTTH- Unbundled Access Regulation OPTA

 Tariff Principles
— Differentiation (CAPEX), discounts, structure (recurring and one-off charges)
— Price cap
¢ DCF-methodology
 All-risk WACC
* Following the Reggefiber business modelling
— Certainty
* Methodology
« 3-yearly review over total investment
— Starting point
* IRR based on business model
— CAPEX: investment and payback period, penetration levels
— OPEX
— WACC

16 27 February, 2009



