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Good afternoon, and many thanks Harada-San for your
kind introduction.

Today, quite simply, in this part of the programme,
we’re going to be looking together at how we can turn
dreams into reality. You know, | have a son, and one of
the activities he worked on at school was making a
‘dream catcher,’” which is a small net at the end of a
stick that is used to catch imaginary dreams, so as to
sleep well at night.
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Aquatica - Catching
the Dream
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We’re going to see together how the dream of an
independent national carrier’s carrier can be
implemented through the collaboration of expert
organisations working to a common goal. We shall see
how the early deregulation of the Brazilian market is an
opportunity to connect international carriers, companies
and internet providers to their customers over well-
implemented capacity
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In short, we’ll discover together the Aquatica Principle
- a new paradigm for connection to the global
village.

But let’s take first things first - what is Aquatica?
Answer: a Special purpose company developing a
4600km national coastal infrastructure development, of
the same name, in Brazil, linking 16 points of presence
including two network operations centres - giving access
to over 80% of Brazil population and 88% of Brazil
Gross Domestic Product. Aquatica knows what it is - it’s
a pure infrastructure play - it’s not competing with its
customers. It's independent - very important in
securing the trust of competing carriers.
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Here’s a brief look at the network diagram - |
expect you all to memorise this - there will be a
quiz at the end! For those who find it hard to
read this, I've got copies of the paper here and
on the Cable & Wireless GOES stand in the
exhibition hall, which is where I'll be
immediately after this session.




What Makes Aquéatica So Special?

® Independence
® Low Cost Base
® Time to Market
® Access

® Support
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What makes Aquatica special? Answer: Its independence - an independent
network gives best access most efficiently in an emerging marketplace. It's
cost-base - Agquatica avoids high-cost wayleaves by taking the coastal
route - which meets most of the population anyway. Its time to market -
a secure submarine route is much quicker to implement than a complex
land-based network. Its access - Aquatica covers both high and low
capacity routes. Why is this good? - so Aquatica can offer a comprehensive
national service and not just be a national extension of an international
network. Its Support - Aquatica is backed up in Schahin by an
experienced constructor of projects, in Santander, a massive investor in
South America, and in Cable & Wireless GOES the prime consulting
infrastructure operators, engineers and managers. The Selected Supply
Consortium, led by Siemens, is ready to go with the project. Finally and
perhaps most importantly, the market is right for Aquatica. over 140
potential customers have been identified. The business case is good, the
customers are there and the targets are achievable.

Put this together, and you have a dream which can transfer to reality.

But surely it can’t be that easy otherwise someone else would have done it
before?

Well, as you’d expect, there are some challenges to solve along the way!



Challenges to Make Aquéatica a Reality

® Competitors

® Regulatory

® Finance

® Dry Infrastructure

® Plan of Work

® Operational Support
® Management

® Supplier

® Customers

® Upgrade

® Investment Recovery
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....And what are these challenges?
Competitors: All have higher cost base or aren’t independent

Regulatory: Aquatica already has its permits to operate and land the
cable

It may not seem like it with the market under the current pressure, but
where the conditions are right, the finance is still available for Telecomms
infrastructure projects

The Dry Infrastructure plans are in place.

Plan of work:An integrated plan is under way, bringing all the elements of
the project together.

Operational Support is already worked out, including transition team,
staff recruitment, training plan and skills transfer.

There’s an agreed methodology to manage and staff Aquatica Ltda

Siemens leading a Supply consortium to deliver the project from desk-
study to operation, and protect the plan of work, plus provide post-project
support.

Customer reaction is already gauged and presales activity is under way.
Products can be offered by Aguatica in a way which was never previously
available in Brazil.

Aquatica’s scaleable and upgradeable design puts it in good stead to lead
and respond to the National Market.

Investment Recovery:The model is robust, the strategy is proven.



Aquatica - Making the
Dream Come True
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OK, so we’re convinced - but what happens next? How
can we make the dream come true?



Structuring the Investment
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CABLE & WIRELESS

; ' V.
EQUITY HOLDERS FINANCIERS ; GUARANTEE
« Sponsor and (Schahin) + Suppliers Credit PACKAGE
« Strategic Investors + Others : + Stock Pledge
« Venture Capital : + Asset Pledge
™ { + ReceivablePledge  { A
<Dbt) + Police Assignment  § ¢
Capital Distributions Assets © + O&M Assignment ;
Contribution and Repayment
Services , FSsels
; Polices
AQUATICAS. A « Insurance Company
+  Property Assets Premium + Construction All Risks
¢ Authorization and Licenses (CAR)
+  Supply Contract > . Delayed Startup (DSU)
+ IRU (R$+US) + AllRisk
(R9) Supplies Bonds  Business Interruption
IRU Contragts Service o Performance & Daje Payments + Property
Paymen! Cetati -y + Marine Car
go
b Quality CONSTRUCTION || | Third Parties
COMPANY or
SERVICE CONSTRUCTION
CUSTOMER CONSORTIUM
(EPC Company)

While Aquatica has a conventional way of structuring the
project, the set of relationships must be handled by an
experienced financier, like Banco Santander, who is
used to operating in the Brazilian Market as one of the
largest international investors in this marketplace.
Although the investment is expected to rise to
US$380million, only the first $100million is now needed
to act as a seed equity investment, with the remaining
debt being paid off by revenues. An insurance backed
bond will improve the quality of the debt risk, and at the
first opportunity, commercial and political risk coverage
will be covered by the Export Credit Agency.

All together, Aquatica will have a very substantial and
robust finance solution, providing conventional
debt/Equity ratios, good investment returns, good
coverage and rapid implementation to cap risk.




Putting Together a Winning Team
1- CW C&W Project Structure, Aquatica
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The Project support team coming from CW will build a
sustainable local team, so that after 3 years, Aquatica’s
management is self sufficient. it will produce the right
management and operations solution for Aquatica’s
needs, tailored to the Brazilian market, using local
knowledge and expertise, and transferring the necessary
skills for Aquatica to function in the long term. This will
be achieved through comprehensive support in
recruitment, training, management, engineering and
operational support. This support is produced in a
structure which will parallel the Aquatica Company
structure.
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Putting Together a Winning Team

2 - Agquatica Ltda/S.A.
® Short term solution: Professional Transition
Team

® Top Management: Professional Executives
chosen by the Board

® Operation and Maintenance: Operational
Management Division

® Strategic Planning, Finance: Services and
Planning Division

=2 Human Resources, Supply and Outsourcing
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The Aquatica Company will have a number of key
divisions supported by the specialist areas. The Technical
and Operational Management division will be supported
by a central co-ordination group and a Network operation
Centre in Sao Paulo, along with another Network
operations Centre in Rio de Janeiro. These will be
supported by the regional and local points of Presence
throughout Brazil.

This kind of distributed structure keeps Aquatica close to
its customers, but enables centralised control and
direction where needed.

11
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frastructure Support

perational Support
System Supplier

So, what do we have with Agquatica? Answer: A system
which, in independent hands, reaches a broad section of
the population. By using submarine system capacity
(avoiding wayleave problems) it keeps the cost base
low, so it can offer broad access to a wide customer
base. The dream can be made a reality in the next year
because we have access to all the key ingredients we
need - Customers, Finance, Infrastructure, Supplier, and

operational support.

12
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The Aquatica Principle - A New Paradigm for

connection to the Global Village

Project Management Toolkit:

Market
*Funding
sDestgn
*Supplier
sInfrastructure
eSupport

However, as the title of the paper suggests, Aquatica is not just a model for
Brazil. In your region, there will be similar opportunities, and we’re pleased to
propose the following toolkit:

Get the Market right - check the market place, study the regulations, find the
product, size demand, assess how to meet the need...

Get the Funding right - Engage a funding entity, like Santander, with local
knowledge to secure the investors, involve the supplier, get an operator like CW
to perform due diligence...

Making sure that the system design meets the requirements of the customer
base at a cost which is competitive is a key factor in turning the dream into a
reality

Get the Supplier Right - Whether it’s directed tender or a competitive
procurement, you need to contract with a supplier who can be adaptable to the
circumstances of the project. Workaround plans and flexibility are more likely
to bring the project in on time and to specification

Get the Infrastructure Right - The Routes, building and co-location must
meet the needs of the market.

if you are either a new investor or an experienced one, get the support right.
Why waste time and money setting up implementation support when you can
buy it in and focus on your operational capability at an early stage. Bring good
team players into the project. Balance local knowledge and international
experience

13



Dream to Reality - 3
The Aquatica Principle - A New Paradigm for

connection to the Global Village

Project Management Toolkit:

Marketing
*Business
Implementation
*Operation
*Upgrade

....And there’s more!

Get the Marketing right - As soon as the Infrastructure is worked out
and the project is set up, start the marketing and presales effort - match
the customers to the infrastructure. Late entry to the market risks early
competition!

Get the Business Right - Pull in a strong Senior Management team who

can operate like a team, using contemporary and agile business processes.

Set up appropriate structures early enough to be of benefit to the
customers, use best practice to map accountabilities, targets and rewards

14



Master Project Schedule
- Getting the Implementation Right
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Get the Implementation right - Prepare a good
Master Project Schedule containing the complex and
interlinking activities. This gives an early warning of
potential difficulties on the project ahead of time. Use
time in implementation to train the operations staff.
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Dream to Reality - 3
The Aquatica Principle - A New Paradigm for

connection to the Global Village

Project Management Toolkit:

*Marketing
*Business
Implementation
*Operation
*Upgrade

Get the Operation Right - Operational Support starts at project
conception, not completion - Carry out refresher and remedial training and
review performance. Hire experienced operators where possible and
ensure first class training.

Get the Upgrade Right - On an infrastructure project, upgrade can
effectively be used to extend the life, profitability, revenue and
attractiveness to customers of the network. Plan to upgrade ahead of
need.
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Evolution of Traffic in Brazil
Data Compound Growth forecast at 22%

Data and Voice Market Evolution in Brazil (Gbps)
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And so, how do we conclude?

Well, the long distance carrier’s carrier market has
become one of the fastest growing segments of the
telecommunications industry worldwide, and Brazil is
just at the start of the trend, with recent liberalisation
making it ripe for opportunity. The two key drivers
for Brazilian growth are deregulation itself and the
internet, with internet traffic expected to match voice
by 2003. So, that leaves the way open for
wholesalers to get their traffic from specialist
providers like Aquatica.

17
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Brazil ) or Growth

In a country like Brazil - a situation which is repeated
around the coasts of the world, there are major
population centres which can successfully be linked to
the global village. In Brazil's case, 82% of the
population can be linked through access to the network,
a neutral network which can provide an independent

service.

By putting together Infrastructure Sponsor, Finance
Arranger, Operator and Supplier, we can see a model
which can successfully be repeated around the world, in
order to link the existing international trunk networks to

the Global Village.

18
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® Independence prs

® Coverage

At cajun

® Supplier Flexibility —

And so, to sum up, the success of the 4600km
Aquatica connection - the new paradigm for connection
to the global village, rests on

1 its ability to service clients independent of local
operator interest,

2 its extensive coverage, both geographically and
demographically

3 its flexibility in supply, both now at the implementation
stage and later in upgrades,

4 its rapid time to market, and

5 its operator capability, where an entirely new operator
will be built which is tailored to meet the needs of the
Brazil Carrier’s carrier market.

Aquatica believes this will be a winning project, as
it consolidates its position ahead of the new
liberalisation in the Brazil Carrier market.

19
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And finally, | would like to thank you for listening
so patiently, and also I'd like to thank my co-
authors: Antonio Eugenio Gaudio of Schahin, and
Géraldine Arnaud of Banco Santander do Brazil.
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If this is the stuff that Submarine System Dreams are
made of, long may they continue!




