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... Itisasifa
multitude of
parched citizens
have finally been
offered life saving
water ... and the
only question left is
who gets to
delivery the H,O
(and charge for it)

... Thisis a
problem begging
for a market
solution. Why not
let the consumers
decide what they
need?

Rural broadband stimulus: virtual water for the parched
deserts

We hear there are now well over 10,000 applications for a piece of
the $7.2 billion allocated for rural broadband under the Obama
stimulus package. Practically every telephone, wireless, cable, fiber
and satellite company capable of making any kind of case at all has
now lawyered up and hired their lobbyists to compete for this pile of
dough. It is as if a multitude of parched citizens have finally been
offered life saving water for their arid wastelands and the only
guestion left is who gets to delivery the H,O (and charge for it).

Do we dig a massive maze of canals and pipes to the virtual sinks
of each rural household? If so, how big a pipe to each household?
Isn’'t laying pipes and digging canals expensive? Does every
household get the same amount of water regardless of how deep
into the desert they live and how much it costs to get them the
water? Or do we limit the canals and pipes to the edges of the dry
regions and offer those living further out into the desert cisterns to
catch the already gently falling rain that now just runs off the hard
baked ground unabsorbed. And, if enough of these desert dwellers
had adequate cisterns would it be possible to do some judicious
cloud seeding to increase the rainfall by a factor of 10, or even a
1007

Satellite broadband proponents will easily recognize the merits of
this water / desert analogy, but unfortunately many in Washington,
D.C. do not. If broadband decisions are left up to Federal and local
government agencies, we will undoubtedly end up with a
bureaucratic hodge-podge of cost inefficient broadband solutions
chosen largely for political reasons. This is a problem begging for a
market solution. Why not let the consumers decide what they
need?

If we assume roughly 15% of households qualify as “rural”’, we are
talking about approximately 15 million homes with perhaps 45
million citizens. An equal allocation of the $7.2 billion would be
$460 per household or $160 per capita. After administrative
expenses, perhaps it is only $450 per household or $150 per
capita. Give every household a broadband coupon for $200 plus
an extra $100 per co-habitant or dependent to use as they choose.
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Let the service providers compete for these households and the
government subsidies.

You could even make receipt of the coupons contingent upon filling
out the 2010 census forms. Bet that would make counting rural
populations a lot easier. | also bet a great deal of rural households
offered a $200 - $500 subsidy on satellite broadband reception
equipment (the desert cisterns) would readily choose to get DSL
quality satellite broadband tomorrow (the gently falling rain) with the
promise of cable modem quality broadband rates in the near future
from Viasat-1 type platforms (the cloud seeding) versus waiting
years for billions of dollars of new cable, fiber or wireless
infrastructure to make it out to their homes (the canals and pipes).

By Hoyt Davidson
Near Earth LLC
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IMPORTANT DISCLOSURES AND INFORMATION ABOUT THE USE OF THIS
DOCUMENT:

Near Earth, LLC ("Near Earth") has published this report solely for informational
purposes. The report is aimed at institutional investors and investment professionals,
and satellite, media and telecom industry professionals. This report is not to be
construed as a recommendation or solicitation to buy or sell securities. The report was
written without regard for the investment objectives, financial situation, or particular
needs of any specific recipient, and it should not be regarded by recipients as a
substitute for the exercise of their own judgment. The content contained herein is based
on information obtained from sources believed to be reliable, but is not guaranteed as
being accurate, nor is it a complete statement or summary of any of the markets or
developments mentioned.

The authors of this report are employees of Near Earth, LLC, which is a member of
FINRA. The opinions expressed in this report accurately reflect the personal views of the
authors but do not necessarily reflect the opinions of Near Earth itself or its other
officers, directors, or employees.

The portions of this report produced by non-Near Earth employees are provided simply
as an accommodation to readers. Near Earth is under no obligation to confirm the
accuracy of statements written by others and reproduced within this report.

Near Earth and/or its directors, officers and employees may have, or have had, interests
in the securities or other investment opportunities related to the companies or industries
discussed herein. Employees and/or directors of Near Earth may serve or have served
as officers or directors of companies mentioned in the report. Near Earth does, and
seeks to do, business with companies mentioned in this report. As a result, Near Earth
may have conflicts of interest that could affect the objectivity of this report.

This report is subject to change without notice and Near Earth assumes no responsibility
to update or keep current the information contained herein.

Near Earth accepts no liability whatsoever for any loss or damage of any kind arising out
of the use of all or any part of this report.

No part of this report may be reproduced or distributed in any manner, via the Internet or
otherwise, without the specific written permission of Near Earth. Near Earth accepts no
liability whatsoever for the actions of third parties in this respect.



