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Background
• Designed for quick feasibility modeling.
• Great for showing to bankers and other sources
of capital.
• Right now, MDU builds are easier to finance than MSO
builds; the system itself is equity-worthy
• All on one page

• Capital flows are based on Tool#1, originally
conceived by Fred Cornwall of Municipal Capital
Markets, www.municapital.com
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More Tools!
• See MSO or muni financial calculator
• For December 2011: Extra worksheet for rural
areas, where take rates are higher. Worksheet
will help deployers decide such issues as
whether all drops should be done during
initial construction
• Coming: Monthly cash flow models; quick
calculators for blending promo and full rates,
and more!
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Poll: How are you involved in MDU
builds? (Check all that apply)














PCO (private cable operator)
CLEC
ILEC/RBOC
MSO (either cable or telephone technology)
MDU or MTU building owner or manager
Hospitality industry
Dormitory owner or manager
Municipal official
Other level of government
Design or construction firm, or equipment vendor
Consultant
Operate MDU or MTU system now
Other
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At a glance
•
•
•
•

Basics
Analysis
Cash Flow
Investment
considerations

You fill in green boxes;
sheet calculates the rest
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Basics

In this part of the model, we lay out the size of the proposed network and anticipated number of
subscribers added each year. But for cash flow, we need to estimate the AVERAGE number of
subscribers in a given period. After year 1, for instance, the numbers entered here project a 60% take
rate, about the average for greenfield builds in competitive situations, or non-competitive brownfield
builds.
Key issues: Accounting for “cost of capital” (fees paid to brokers, lawyers, etc), and timing of capital
inflows (see next slide). Note that “cash on hand” at end of each year is not cumulative
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Capital costs
• In this illustration, the network deployer provides
$100,000 equity (50% of network cost) and goes to the
bank for an equity loan for the balance.
• Typical for MDU builds
• Bootstrapping is expected

• Cost of the equity, 2.5% in legal and brokerage fees, is
calculated further down in spreadsheet. This cost could
be counted separately (as in this example) or be
charged against money raised, or against initial equity.
Typically, it is subtracted from the loan proceeds.
• Equipment suppliers are also helping with financing,
but that blurs the equity amount, and requires bank
understanding. Example does not include depreciation.
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Analysis

Note that the model handles almost all of the analysis. The following slide explains the
formulas behind those calculations.
Users need only to enter loan or lease terms (interest rate or imputed interest, term of the
lease or loan, and the cost of getting the funds into the door in the first place.
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Analysis: The calculations
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Other revenue sources
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Cash flow

Use this section as a checklist of all the possible revenue sources for your network; the list
here is hardly exhaustive. The sheet assumes content costs in Year 1 will grow by 5%
annually. Calculations for monthly cash flow, etc, are on next slide.
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Cash-flow calculations

EBITDA – earnings before interest, taxes, depreciation and amortization – is a comforting
number for bankers, but not system operators. Here, it is calculated by “backing out” the
interest cost. Obviously, happiness is positive cash flow, and that is what system operators
crave. In the final section of the sheet (next slide), you see why EBITDA is included in the
first place.
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Investment considerations

13

Selling your services to owners
• Owners should use this equation for each marketed
service but they often ignore last two terms:
Estimated average income per unit

= average revenue per customer
x estimated penetration rate (taking occupancy into
account!)

x applicable revenue share
+ value of enhanced unit sales/rentals
- cost of poor service
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Quality broadband services help to
rent units
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Q&A
Upcoming Webinars – Mark Your Calendars!
Rural Financial Analyzer – Monday, Dec 7
And stay tuned for new tools (monthly cash flows and
specialized calculators to help with your financial analysis)

Register now for the 2012 Broadband Summit, Dallas,
April 24-26, at www.bbcmag.com/2012s/
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Thanks for Joining!
To view Broadband Communities’ new website, please visit: www.bbcmag.com.
To view this webinar or earlier ones, or to view and download this FTTH Tool, along with the slide
show you have just seen, please visit: www.bbcmag.com or www.FTTHAnalyzer.com
Rural Financial Analyzer Web Tutorial – Our next tool will be released in a webinar
Monday, December 7, 2 pm EDT.
Register NOW at www.bbcmag.com or www.FTTHAnalyzer.com
•

Tool #3: Rural Analyzer:
You may be able to afford FTTH, even in a rural community. The National Broadband Plan
calculates rural builds as vastly more expensive than deployments in suburban or urban settings.
But that’s because the NBP model assumes that all drops will be built during initial deployment,
and that the initial take rate will be 30% or less. But RVA data suggests that rural take rates are far
higher than the national average – and that the national average for FTTH is 50%! Tool #3 also
disaggregates the costs to help you decide how much effort you will put into readying each
premises passed, to become a paying customer.
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