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Mini-éude de cas 2003 sur le Botswana
Bilan des différends survenus récemment en matiere d’inter connexion

l. Introduction

Peuplé de quelque 1,7 million d'habitants, le Botswana a un produit intérieur brut (PIB)
denviron 32 milliards de pulas (BWP), un pula équivaant a 0,20USD. Le secteur des
télécommunications du Botswana compte un opérateur du service fixe assurant |a desserte de quelque
140 000 lignes d'abonné, ce qui correspond a une télédensité d'environ 8,2%, et deux opérateurs
mobiles totdisant quelque 460 000 abonnés, ce qui correspond a un taux de pénétration

d'environ 27,3%.

L'Autorité de réglementation des télécommunications du Botswana (BTA, Botswana
telecommunications authority) est tenue a juste titre pour ére un des tous premiers organismes
indépendants de réglementation des télécommunications a avoir éé crée dans les pays de la région
Afrigque. Aing, outre qu'elle établit et gére son budget de fonctionnement, la BTA est également
habilitée a délivrer des licences. En 1999, par sa Décision N° 1, elle aréglé pour la premiére fois un
différend qui opposait la Botswana Telecommunications Corporation (BTC) et les deux principaux
opérateurs cellulaires du Botswana, Mascom Wireless et Vista Cellular, sur des questions
d'interconnexion.

L'accord intervenu en la matiere entre la BTC, d'une part, et Mascom et Vista, d'autre part,
fixat les taxes dinterconnexion selon le principe du partage des recettes, pour une période de 24 mois
a compter du 17 février 1998. Avant que I'accord n'arrive a expiration, les parties ont décidé d'en
prolonger la vaidité et, mars 2001, ont engagé des négociations en vue de le modifier. Toutefais, les
consultations engagées entre la BTC et Mascom ont abouti a une impasse et e 5juillet 2002, les deux
parties ont saisi laBTA dfin qu'ele régle le différend les opposant sur ces questions d'interconnexion.
Le 26 février 2003, par l'intermédiaire de son Président, C.M. Lekaukau, la BTA a rendu ses
conclusions a propos de ce différend dans sa Décision N° 1 (voir le texte de cette décision dans
I'Annexe 1), par laquelle elle créait un précédent en exposant longuement les raisons qui 1'ont poussée
afixer les nouvelles taxes d'interconnexion conformément aux pratiques internationales en la matiére.

Cette Décision, dont le texte est reproduit dans I'Annexe 1, mé&ite dére examinée
attentivement par d'autres organismes de réglementation; nous I'examinerons de maniére détaillée
dans la section suivante. C'est |a une décision d'une importance sans précédent qui, pour la premiere
fois, a débouché sur I'adoption par un organisme de réglementation d'un pays d'Afrique des normes de
['Union européenne (UE) (qui avaient certes dga été adoptées antérieurement par I'Agence nationale
de réglementation des télécommunications (ANRT) du Maroc, mais de maniére fragmentaire). Bien
que ne sappliquant qua un différend opposant Mascom et la BTC, a I'excluson de tout autre
opérateur, cette Décision, par sa portée générale et la qualité des arguments exposés dans son libellé,
donne une idée de la maniére dont la BTA pourra sy prendre a I'avenir pour aborder de telles
questions. Elle crée donc effectivement un précédent qui sera utile de maniére genérale pour régler les
différends qui pourront survenir al'avenir entre les parties a des accords d'interconnexion.
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. Décision N° 1 dela BTA de 2003

@ Rappel des circonstances al'origine du différend a propos des taxes de terminaison

Le litige opposant la BTC et Mascom portait sur des propositions visant a modifier les taxes
de terminaison que sappliquent mutuellement ces deux parties sur la section de terminaison de leurs
réseaux respectifs. Mascom réclamait pour l'essentiel I'extension des taxes définies dans la
Décison N° 1 de la BTA de 1999, la BTC proposant quant a elle de modifier de maniére non
négligeable les tarifs de terminaison mensuels des services mobile et fixe comme suit:

Tableau 1. Tarifsdeterminaison d'appe (en pulas (BWP))

Tarifsen vigueur ala
date du différend Tarifs proposes
(Proposition par laBTC
de Mascom)
Terminaison sur réseau BTC:
- Heures de pointe 24.0 35.0
- Heures creuses 19.1 25.0
Terminaison sur réseau M ascom:
- Heures de pointe 96.0 75.0
- Heures creuse 76.9 58.0

Note: 1 pula (BWP) = 0,20 USD.

(b) Exposé des motifs de la Décision N° 1 delaBTA de 2003

Cette Décision énonce les divers facteurs juridiques et politiques a l'origine de la décision
prise en février 2003 et atteste que la BTA a attentivement examiné les divers ééments et facteurs
pris en considération.

Bases et cadre juridiques applicables au reglement des différends en matiere
d'interconnexion

La Décison commence par un examen des bases et du cadre juridiques applicables au
reglement des différends en matiére d'interconnexion au Botswana, dont I'Article 47 dela Loi sur les
télécommunications de 1996 (ciaprés dénommée la "Lai"), les licences des deux parties, I'accord
dinterconnexion intervenu par suite de la Décision de 1999, et la politique des tél écommunications
du Botswana adoptée en 1995. La Loi dispose que la BTA est habilitée a trancher les litiges en
matiére d'interconnexion et ce aux clauses et conditions qui lui semblent "justes et acceptables’. La
BTA a toute latitude de décider de ce qui lui pardt juste et acceptable et peut prendre en
considération divers facteurs, parmi lesquels la position dominante d'une des parties en présence sur
le marché, la possibilité de partager |es recettes, la recherche comparative des meilleures pratiques, la
promotion de |'accés universel, le nombre d'abonnés, la transparence, I'orientation vers les colts, un
taux dinvestissement satisfaisant, le principe de nortdiscrimination, la structure du marché, entre
autres. La Décision ndique par ailleurs que les licences de la BTC et de Mascom comportent des
dispositions compatibles avec I'Article 47 delaLoi.

Analyse des colits

L'accord dinterconnexion entre les parties prévoyait que les taxes dinterconnexion soient
fondées sur les @its. Il précisait toutefois que des données chiffrées ne seraient peut-étre pas
accessibles a breve échéance aux fins du calcul des codts, et qu'il conviendrait dans cette éventuaité
d'appliquer une autre méthode de calcul. Bien quiil prévoyait qu'elles soient fondées sur les colts,
I'accord stipulait que les taxes d'interconnexion devaient produire un rendement satisfaisant des actifs
et des ressources mobilisés et favoriser une utilisation du réseau qui n'entrave pas la croissance des
services cdlulaires (8§ 18 de la Décision). La Décision rappelle que les taxes doivent satisfaire aux
conditions que recouvre le vocable de "triade de l'interconnexion”, c'est-a-dire qu'eles doivent
permettre aux opérateurs de réaliser un bénéfice normal, sans étre pour autant prohibitives pour les
utilisateurs finals et tout en éant compatibles avec le mandat de laBTA.
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La Décison a pris en considération trois grands modéles de prise en charge de
I'interconnexion: partage des recettes, conservation de la totalité des taxes pour I'opérateur d'origine et
détermination des taxes d'interconnexion en fonction de I'utilisation. Bien que notant que la Décision
initiale de 1999 était fondée sur un modél e de partage de recettes, le texte actuel constate que de tels
arrangements résultent de négociations témoignant du rapport des forces en présence sur le marché et
gue ce modéle tendait a étre facteur de discrimination, a susciter des différends entre les opérateurs et
a ne pas étre de nature a favoriser pleinement le libre jeu de la concurrence en matiere de tarifs ala
consommation. Notant qu'il existait trois types de taxes d'interconnexion - a savoir, les taxes de
départ, les taxes de terminaison et les taxes de transit - la Décision a établi que la taxation a
I'utilisation devai congtituer le principe fondamental d'un nouvel accord en matiére d'interconnexion
selon lequel, pour I'essentiel, les taxes de terminaison seraient fixées librement, et non plus en
fonction des tarifs facturés aux abonnés.

Recours a la recherche comparative des meilleures pratiques

Par sa Décision la BTA rejetait I'appel qui lui était lancé par Mascom en vue de l'inciter &
avoir recours au rapport taxes de terminaison applicables au service fixe/ltaxes de terminaison
applicables au service mobile dans les pays d'Afrique voisins. Elle concluait que ces rapports et les
taxes de terminai son correspondantes reposaient sur e partage des recettes et non pas sur des accords
dinterconnexion efficaces. Elle mettait I'accent sur les deux grandes modalités de fixation des taxes
dinterconnexion, a savoir: recours a diverses méthodes d'établissement des colts, d'une part, et
recherche comparative des meilleures pratiques, d'autre part. Elle concluait que les codts historiques
ou rétrospectifs ne rendaient pas compte ce I'évolution technologique actuelle et ne permettaient pas
de fixer les prix de maniere efficace, contrairement aux colts différentiels a long terme (LRIC) ou
aux colts différentiels moyens along terme (LRAIC), qui congtituaient des données de remplacement
rendant bien compte des colts sur des marchés concurrentiels. Par voie de conséquence, la BTA
faisait vaoir que la recherche comparative des meilleures pratiques pouvait constituer un outil de
réglementation utile dans la mesure ou cette méthode tient compte des résultats obtenus dans des pays
dont les marchés sont soumis a une forte concurrence ou sur lesguels les méthodes d'établissement
des colts LRIC ou LRAIC ont éé appliquées. Cette Décison modifiait la méthode adoptée par
['Union européenne (UE) pour la mise au point de normes applicables aux taxes d'interconnexion a
différents niveaux du réseau.

La BTC avait présenté dans le compte rendu des travaux une éude des colts historiques.
Pour sa part, Mascom avait communiqué des données provenant de 'UE ans que de pays
développés, faisant état d'une tendance a la baisse des taxes de terminaison. La BTA en a conclu qu'il
n'était pas possible dans le cadre des travaux en cours d'éaborer un modéle de colt applicable aux
taxes de terminaison et que la mise au point d'un tel modéle pour la BTC obligerait a mettre au point
un modé e anal ogue pour Mascom.

Choix de données de comparaison

LaBTA a examiné attentivement les possibilités d'utilisation de données de comparaison €,
en particulier, les pays a retenir dans I'é&ude comparative. Elle a pris en considération un certain
nombre de facteurs différents afin de déterminer les pays d'ou pouvaient provenir les données de
comparaison. Premiérement, elle a écarté I'utilisation de données de comparaison provenant de pays
qui n'appliquent pas le principe de taxation de l'abonné appelant en vigueur au Botswana
Deuxiémement, elle a écarté également le recours ala recherche comparative des meilleures pratiques
précédemment appliquée dans les pays d'Afrique voisins, au motif que la concurrence n'était guéere
sensible dans le domaine des taxes de terminaison dans aucun de ces pays, € que Ceux-Ci
n'appliquaient pas les principes LRIC aux fins de I'établissement des taxes d'interconnexion. (8 35 de
la Décision). Troisieémement, elle a conclu que gréce au cadre général des directives de I'Union
européenne, les pays de I'UE offraient un "cadre réglementaire relativement homogeéne a I'échelon
national, facilitant les comparaisons au sein de I'UE et a I'extérieur de celle-ci”. La Décision indiquait
par ailleurs que la méthode de recherche comparative des meilleures pratiques appliquée au sein de
I'UE avait fait ses preuves et que de nombreux organismes de réglementation de I'UE avaient mis au
point et appliqué dans la pratique des méthodes d'établissement des colts de type LRAIC. Par voie de
conséquence, les pays de I'UE étaient percus comme constituant un "échantillon satisfaisant de pays
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ayant réuss - ou en passe de réussir - a mettre en place des taxes de terminaison efficaces axées sur
les colts pour les réseaux fixes ...". (8 37 delaDécision.)

Réglementation des taxes de terminai son applicables au service mobile

Paralléement, comme indiqué dans la Décision, "on constate chez les régulateurs un regain
dintérét pour la réglementation des taxes de terminaison applicables au service mobil€", notamment
au Royaume-Uni et en Autriche. Les organismes de réglementation d'autres pays de I'UE - parmi
lesquels la Suéde, la France et la Belgique - ont été considérés comme utilisant de maniére rationnelle
la recherche comparative des meilleures pratiques pour prescrire des réductions importantes des taxes
de terminaison applicables au service mobile.

Chose dignificative, la Décison a éabli en outre qu'en raison des disparités de
développement constatées sur le plan économique ou au sein du secteur des télécommunications des
pays de I'UE, le choix de taxes de terminaison de référence pour la BTC et Mascom risquait de
ramener les taxes a un niveau inférieur au seuil d'efficacité de leurs codts prospectifs. Cela étant, la
BTA apris directement en compte ce risque dans sa Décision en prévoyant des périodes de transition
adaptées pour |'entrée en vigueur des nouvelles taxes.

Taxes de terminaison applicables au service fixe: application des tarifs nationaux
moyens pratiqués au sein de I'UE

LaBTA asuivi dans sa Décision la structure appliquée au sein de I'UE pour |'analyse des
divers niveaux dinterconnexion, en fonction du niveau hiérarchique du réseau ou la communication
aboutit et de la distance a parcourir pour I'acheminer: le niveau "local" désigne I'interconnexion au
niveau du commutateur local; le niveau "simple transit® désigne l'interconnexion au niveau
"métropolitain”, avec utilisation d'un commutateur de transit; le niveau "double transit” ou "national”
permet a tous les utilisateurs d'avoir acces au réseau et comporte des liaisons en cascade d'au moins
200 km. La BTA recommandait dans ses conclusions que le Botswana se base sur les taxes
d'interconnexion du niveau "national" - par opposition a celles du niveau "loca" ou "simple transit” -
pour déterminer les taxes de terminaison. La BTA a en outre estimé qu'une moyenne établie d'aprés
une série de vaeurs intermédiaires pour I'ensemble des quinze pays de I'UE offrirait une "base
objective et satisfaisante” aux fins de la détermination des taxes de terminaison du réseau fixe de la
BTC.

Taxes de terminaison applicables au service mobile: recours aux meilleures pratiques
de I'UE en matiére de tarification

Fait intéressant, il ressort des conclusions rendues par la BTA dans sa Décision que la prise
en compte de la moyenne des valeurs intermédiaires pour |'ensemble des pays de I'UE ne constitue
pas une méthode efficace de recherche comparative des meilleures pratiques pour la détermination
des taxes de terminaison du réseau mobile, éant donné que de nombreux pays de I'UE n'en sont
encore gqu'au stade de la mise en oeuvre d'une réglementation axée sur les codts dans ce domaine. En
revanche, la BTA sest prononcée en faveur de la prise en compte de la moyenne ou point milieu de
I'ensemble des "meilleures pratiques actuelles’ de I'UE, bien qu'élle n'ait pas précisé la source sur
laquelle elle fondait cette conclusion. Compte tenu du renchérissement des colts de taxation, la BTA
a estimé guil ne serait pas dénué de fondement de prendre en considération ces codts, a titre
provisoire, pour déterminer de maniére efficace les taxes de terminaison de référence applicables a
Mascom.

Période detransition

Dans sa Décision, la BTA a ensuite examiné comment procéder pendant la période de
transition, éant donné que les niveaux proposés pour les taxes étaient sensiblement inférieurs aux
taxes effectives. Elle areconnu ouvertement la corrélation négative entre la mise en oeuvre rapide des
objectifs de sa politique réglementaire et les effets prgudiciables que cette politique risque d'entrainer
en ce qui concerne les impératifs financiers des opérateurs, par cette formule lapidaire: "les objectifs
réglementaires exigent un délai de mise en oeuvre court aors que les impératifs financiers semblent
nécessiter un délai de mise en oeuvre pluslong”. (8 41 de la Décision.)
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La BTA a ensuite rappelé brievement, dans I'exposé de ses conclusions, son approche
réglementaire des taxes de terminaison du réseau fixe de laBTC et des taxes de terminaison du réseau
mobile de Mascom.

Tableau 2: Tarifsimposés par la Décision dela BTA defévrier 2003 (en pulas (BWP))

Opérateur En vigueur jusqu'au 29/2/04 | A partir du 1/3/04
BTC
Heures de pointe 15.0 11.0
Heures creuses 12.0 8.8
Mascom
Heures de pointe 85.0 75.0
Heures creuses 68.0 60.0

Note: 1 pula(BWP) = 0,20 USD.

La Décision aura une durée de validité de 24 mois a compter de la date de son entrée en
vigueur. Les parties sont libres de conclure un accord qui ne porte pas atteinte aux principes
fondamentaux de la Décision pendant la durée de validité dudit accord, sous réserve de |'approbation
de la BTA. Les parties peuvent adresser un recours a la Haute Cour, en application de la Section 56
delaLoi pour demander larévision de la Décision.

(© Observations concernant la Décision N° 1 de 2003

Cette Décision traduit bien la volonté de I'Autorité de réglementation des tél écommunications
du Botswana (BTA) de sacquitter de sa mission avec pragmatisme et dans un esprit de conciliation.
La BTA n'est entrée en matiere en vue de régler le différend qu'apres que les parties a la procédure
judiciaire concernant un accord d'interconnexion antérieur se soient révélées incapables de saccorder
sur les modifications & apporter audit accord. Tout au long de la procédure judiciaire, la BTA sSest
activement employée a aider les parties a Sentendre sur une nouvelle approche en matiére
d'interconnexion, qui soit fondée sur le principe de la taxation al'utilisation et non plus, comme c'éait
le cas dans I'accord d'interconnexion initial, sur le principe du partage des recettes. En outre, €lle sest
efforcée de mettre a contribution au moins une des parties - Mascom - pour obtenir les données de
recherche comparative voulues a utiliser au cours de la procédure, bien qu'en définitive éle ait eu
recours, pour des raisons de principe, a diverses sources de données étayées par des comparai sons.

Cela éant, bien que I'utilisation de données étayées par des comparaisons congtitue a
plusieurs titres une forme patente de "justice expéditive’, il est clair que la BTA sest attachée a
utiliser de telles données pour atteindre ses objectifs d'une maniéere bien ciblée. Elle achois d'utiliser
les données de référence de I'UE en raison du cadre relativement strict et homogene qui a présidé a
leur éaboration et elle sest refusée a appliquer les données de recherche comparative aux pays
d'Afrique voisins, dans son souci de veiller a ce que les accords d'interconnexion de référence de ces
pays soient fondés sur des accords de partage des recettes négociés et non pas sur les
principes LRAIC.

Enfin, apres avoir utilisé les données de référence de I'UE pour favoriser la conclusion
darrangements plus efficaces en matiére de tarification, la BTA a fait montre de doigté et de
discernement dans la mise en oeuvre de nouvelles normes de référence. Par exemple, comme indiqué
dans le tableau ci-dessus, elle a prévu l'introduction en deux étapes des nouveaux niveaux
recommandés pour les taxes de terminaison, la premiere étape commencant a la date d'entrée en
vigueur effective de la Décision et la seconde étape en mars 2004. A cet égard, la BTA sest efforcée
de trouver un juste compromis entre ses priorités ingtitutionnelles, qui I'inclinent a adopter rapidement
de nouvdles initiatives dans le domaine de la réglementation, d'une part, et la prise en compte
|égitime des impératifs financiers de la BTC et de Mascom, d'autre part.
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Elle Sest en outre astreinte a recourir avec pondération aux données de recherche comparative
de I'UE, en prenant en considération les taxes de terminaison au niveau non pas local mais national,
qui rendent mieux compte de la situation du marché botswanais, sur le plan de la compétitivité et d'un
point de vue général, comparativement a des pays plus développés.

(d) Autres questions soulevées par la Décision

Il existe au moins deux domaines dans lesgquels les répercussions générales de la nouvelle
approche retenue par la BTA semblent devoir ére d'étre analysées et évaluées de maniere plus
gpprofondie.

Favoriser I'échange d'informations entre les organismes de réglementation, I'UE et les
organisations régionales

Il convient en premier lieu d'examiner la procédure permettant aux organismes de
réglementation d'avoir accés aux données les plus récentes et les plus fiables relatives aux accords
dinterconnexion en vigueur. Le cas de la BTA démontre bien en quoi, par exemple, des données de
I'UE peuvent étre utiles aux organismes de réglementation nationaux soccupant de secteurs des
télécommuni cations en phase de transition ou de la mise en oeuvre de nouvelles prescriptions d'ordre
réglementaire. || pourrait donc étre opportun de favoriser des échanges de vues mieux ciblées entre la
Commission européenne, qui recueille des quantités énormes de données par secteur dans le cadre de
ses rapports annuels sur la mise en oeuvre des grandes lignes de la politiqgue de I'UE, et les
organismes de réglementation des marchés émergents, que ces données ou certaines dentre elles
pourraient utilement aider a sacquitter de leurs responsabilités. La Commission européenne, par
exemple, publie les tarifs d'interconnexion nationaux applicables de réseaux fixes a réseaux fixes et
de réseaux fixes a réseaux mobiles, les prix détaillés de la boucle locae, les tarifs de détail & une
foule d'autres données qui lui sont communiquées par ses Etats Membres. Les tarifs d'interconnexion
de I'UE, publiés en décembre 2002, sont reproduits dans I'’Annexe 2 du présent rapport. D'autres
données sont accessibles sur le site web de la Société de I'information de I'UE (voir I'Annexe 2).

Par ailleurs, divers organismes de réglementation nationaux au sein de I'UE, telle que la
National IT and Telecom Agency (NITA) au Danemark, ont une longue pratique de I'utilisation de
données étayées par des comparaisons et apportent souvent une aide précieuse aux organismes de
réglementation des marchés en développement. De telles expériences pourraient étre multipliées et
étendues afin de développer les relations de partenariat avec les organismes de réglementation
homologues sintéressant a lafois aux données de recherche comparative recueillies et au savoir-faire
dans ce domaine. De plus, on pourrait sefforcer davantage dinciter les entités auxquelles sapplique
la réglementation a communiquer systématiqguement de telles données aux organismes de
réglementation nationaux. Les organisations régionales de réglementation pourraient auss envisager
de recueillir et de publier des données relatives a leurs régions respectives. Souvent, les opérateurs en
place sur les marchés émergents auront des intéréts ou d'autres liens communs avec les opérateurs
ayant I'expérience de nombreux marchés internationaux. Ces opérateurs devraient en principe pouvoir
fournir des données de référence utiles, ainsi que des données d'analyse et des informations de nature
afaciliter I'application de normes de référence externes dans un contexte local.

Etablir des modéles de colits LRIC/LRAIC

En deuxieme lieu, il peut auss étre utile, paralélement a la collecte de données de référence
appropriées, de favoriser, en concertation avec les parties intéressées, |'établissement de modéles de
colts LRAIC ou LRIC pour la BTC. L'expérience d'autres organismes de réglementation nationaux,
tels que la NITA au Danemark', montre bien comment de tels nodéles peuvent étre éablis grace a
I'action de |'opérateur historique et d'autres opérateurs concurrentiels. Quant a savoir s un tel exercice
permettrait d'améliorer sensiblement la structure générde de la BTA, cela peut dépendre,
naturellement, de la mesure dans laquelle des opérateurs autres que laBTC ont intérét aaider laBTA,

1 Voir lamini étude de cas de I'UIT sur le Danemark: Beyond Disputes and Towards Consensus Building (au-dela des
différents et vers|'obtention d'un consensus) sur le TREG al'adresse suivante; http://www.itu.int/ITU-
D/treg/Case Studies/Index.html, se référant & une série de modéles de colts L RIC/LRAIC internationaux.
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et du fait que ces opérateurs aient ou non acces aux informations pertinentes. De tels modéeles
d'établissement des codts a long terme peuvent offrir ala BTA un outil supplémentaire pour évaluer
et utiliser de maniére efficace des données externes appropriées comme un critere d'évaluation des
codts "de source interne".

1. Autres édéments nouveaux intéressants

@ Mise au point d'accords d'interconnexion de mobile a mobile

Une des taches délicates qui attendent la BTA est la mise au point de tarifs d'interconnexion
de mobile a mobile entre Mascom et Vista Cellular, respectivement deuxiéme et plus petit opérateurs
mobiles au Botswana. A I'heure actuelle, il n'existe aucun accord entre les deux opérateurs, le modus
operandi en matiere d'arrangement dinterconnexion étant de fait la conservation de la totalité des
taxes pour I'opérateur d'origine. La BTA incite les deux opérateurs a engager des pourparlers
commerciaux; toutefois, il existe de nombreux obstacles a de tels échanges de vues, notamment la
thése défendue par 1'un des opérateurs selon laquelle I'un et I'autre devraient se facturer mutuellement
les services quiils se rendent. Qui plus est, la confiance ne régne guére entre eux quart aux données
chiffrées relatives au trafic a retenir aux fins du réglement des comptes.

Si ele dispose d'une marge de manoeuvre réduite dans les efforts qu'elle déploie pour tenter
dinstaurer une plus grande confiance dans les relations commerciales entre les deux opérateurs, la
BTA peut en revanche les inciter a engager entre eux un dialogue, a la lumiere des arrangements
commerciaux en vigueur entre des opérateurs mobiles sur d'autres marchés. A cet égard, sur le plan
pratique, des accords pertinents puvant servir de cadre générd pour I'action de la BTA en ce qui
concerne les questions dinterconnexion de mobile a mobile, pourraient ére utiles. Aing, les
"réseaux” utilisés pour écouler les informations sur la section de terminaison fixe vers mobile et sur la
section de terminaison mobile vers fixe, y compris ceux qui pourraient étre activés directement par les
deux opérateurs, pourraient étre au coeur de la prochaine phase d'action delaBTA en ce qui concerne
les questions d'interconnexion.

(b) Procédures de consultation des entreprises

La BTA procéde actuellement & une consultation suivie des principaux partenaires
commerciaux botswanais en ce qui concerne les questions d'interconnexion et les autres questions
connexes de politique générale. Dans ce contexte, €lle semploie a éaborer des lignes directrices en
matiére dinterconnexion qui, a ce stade, ont é&é distribuées aux partenaires commerciaux pour
commentaires. LaBTA estime que cette procédure de consultation constitue une priorité étant donné
gu'ele vise a mobiliser les partenaires commerciaux avant que ne soient définitivement arrétées les
orientations de politique générae et les dispositions réglementaires, et que d'autres mesures pouvant
avoir des répercussions sur les activités des fournisseurs de services de télécommunication ne soient
prises.
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(Date: 26 February 2003)

BOTSWANA TELECOMMUNICATIONS AUTHORITY (BTA)

BTA RULING NO. 1 OF 2003

[Pursuant to Section 19 as read with Section 47

of the Telecommunications Act, 1996 (No. 15 of 1996)]

RULING ON INTERCONNECTION CHARGES DISPUTE

BETWEEN:

BOTSWANA TELECOMMUNICATIONS CORPORATION

AND

MASCOM WIRELESS (PTY) LIMITED
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C. M. LEKAUKAU, EXECUTIVE CHAIRMAN

The parties herein, namely, Mascom Wireless (Pty) Limited
and Botswana Telecommunications Corporation (hereinafter
referred to as Mascom and BTC respectively) entered into and
concluded an Interconnection Agreement (hereinafter referred to
as the Agreement) on the 13 day of August 1999. The essence of
such an Agreement was to facilitate interoperability and access
into each other’s network, and its concomitant compensation, one
being a fixed line network operator (BTC) and the other being a
mobile cellular operator (Mascom). The said Agreement provided
inter alia for the review and termination of the same. | must point
out from the onset that the interconnection charges that were
incorporated into the Agreement were set by the Botswana
Telecommunications Authority (herein after referred to as BTA
and/or the Authority) following a dispute settlement process (see in
this regard BTA Ruling No. 1 of 1999). The interconnection
charges that the Authority set in 1999 were to be valid for a period
of 24 months effective 17 February 1998. The parties however
decided to extend the interconnection charges’ validity period in

terms of the Agreement, which is the subject of these proceedings.

2. In March 2001, the parties commenced negotiations with a
view to review the Agreement. A series of meetings were held as
evinced by several correspondences between the parties on this
subject matter. In the final analysis, the negotiations reached a

deadlock. Pursuant to a jointly signed declaration of dispute dated
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5 July 2002, the parties filed with the Authority, an interconnection
dispute for determination, the gravamen thereof being national

interconnection charges.

3. It is now apposite for me to spell out the prevailing charges,
which Mascom is desirous of having them retained, and the
proposed charges, which BTC is advocating for as follows (all in

Thebe per minute):

(@) Call Termination on BTC network (not taking into account

corresponding volume discounts)

Current Proposed by BTC
Peak 24.0 35.0
Off-Peak 19.1 25.0
(b) Call Termination on Mascom network
Current Proposed by BTC
Peak 96.0 75.0
Off-Peak 76.9 58.0
4. It is worth mentioning that after the parties declared a

dispute, BTC on the 8 July 2002 served a notice of termination of
the Agreement on Mascom and thereby gave a 24 months notice
pursuant to Article 17.1 of the Agreement. The notice of

termination spurred Mascom to raise two points in limine namely,

that there was no longer a dispute between the parties as a result

of the notice of termination and furthermore that BTC had waived
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its rights under the Agreement to seek review of the Agreement by

serving the said notice of termination.

5. The two points in limine are crucial in that once | uphold
them jointly or severally, they shall render consideration of the
variation and/or review of the Agreement unnecessary and that
would be the end of the matter. Before | discuss the said points in
limine, it is appropriate for me to outline the procedure, which the
parties were advised by the Authority to follow and which the

parties complied therewith.

6. In brief, BTC and Mascom were advised to submit in a case—
stated format their written submissions and arguments (hereinafter
referred to as the Initial Submissions), which they did on 4 October
2002. The said written submissions were exchanged between the
parties to enable them to know each other’s cases. Following the
exchange of Initial Submissions, the parties were given an
opportunity to respond to each other’'s submissions in writing
(hereinafter referred to as the Reply Submissions). Mascom and
BTC submitted their Reply Submission to the BTA on 22
November 2002. The said Reply Submissions were also
exchanged between the parties. After the Reply Submissions, the
parties were further afforded an opportunity to make oral
submissions (hereinafter referred to as the Oral Hearings). The
first of these were in the absence of each other (Mascom
individual Oral Hearing in the morning of 21 January 2003 and
BTC individual Oral Hearing in the morning of 22 January 2003)

4
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and then a final one in each others’ presence for purposes of
making oral rebuttals (the joint Oral Hearing in the afternoon of 23
January 2003).

7. In the morning of the day of the joint Oral Hearing Mascom
wrote BTA a letter in which it raised two points touching on the
propriety or otherwise of the procedure and the possible violation
of the rules of natural justice by the Authority. When amplifying
those points during the joint Oral Hearing, Mascom also sought
postponement of the joint Oral Hearing so as to be afforded ample
time to respond. In reply during the joint Oral Hearing, BTC wanted
the matter to proceed as scheduled. In my corresponding ruling
read out during the beginning of the joint Oral Hearing, | held that
the procedure adopted by the Authority as detailed in the
preceding paragraph more than substantially complied with the
rules of natural justice. The parties were afforded ample time to
prepare their cases. They were also given reasonable time to
make Initial and Reply Submissions and also afforded individual
and joint Oral Hearings and thus the request for postponement

was properly refused.

8. Before addressing the preliminary and substantive issues, |
consider it important to underline the importance of this dispute

and to place it in context.

9.  The setting of fair and efficient interconnection charges is an

essential requirement for the creation of a competitive

5
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telecommunications market. Interconnection charges can account
for a substantial proportion of operators’ expenses and can also
constitute a very significant revenue flow, and hence the
importance thereof cannot be overstated. | therefore consider that
the establishment of a correct and appropriate interconnection
charge framework is of fundamental importance in ensuring a
consumer friendly and pro-competitive telecommunications market

in Botswana.

PRELIMINARY ISSUES

10. | shall now address the preliminary points raised by Mascom

seriatim.

Whether there is a dispute

11. In its Submissions and during Oral Hearings Mascom has
argued that there is no dispute. According to Mascom, BTC’s
serving of a notice of termination, altered the factual position with
regard to the joint declaration of dispute and therefore required a
formal withdrawal of the dispute by the parties. Mascom further
argued that by serving the notice of termination, BTC was
accepting to abide by the existing terms and conditions of the
Agreement until it lapses 24 months after the date of the notice. In
short, Mascom is arguing that the serving of notice of termination
vitiated the review process that has been initiated three days

earlier. During the hearing Mascom was asked by the Authority

6
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whether their case was that once a party serves a notice of
termination, it forgoes the right to invoke the other provisions of
the Agreement during the notice period. In response, Mascom
suggested that in so far as the review was concerned, BTC could
not during the notice period seek to continue to review the

Agreement.

12. In its Reply Submission and during Oral Hearings BTC
argued that the serving of notice did not preclude it from

continuing with the review process which it had initiated.

13. A dispute, by its very nature, presupposes the co-existence
of a non-frivolous claim and a rejection of the said claim. In other
words, there must be both a claim and a rejection in order to
constitute a dispute or difference. The issue for determination now
is whether there is a dispute between the parties, bearing in mind
the notice of termination served on Mascom by BTC. | hold that
the serving of notice of termination by BTC on Mascom did
not in any way affect the factual position of the parties herein.
The reason for so holding is that the Agreement still subsists and it
will only lapse after 24 months from the date of notice of
termination. Not only that, even the dispute still subsists since the
provision under which it was declared remains valid
notwithstanding the notice of termination. In any case the
Agreement expressly recognises this fact. Clause 16.5 thereof

provides as follows:
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“For the avoidance of doubt, it is hereby agreed that
notwithstanding these provisions for review the terms
and conditions of this Agreement shall remain in full
force and effect during such review until such time as
the Parties complete an agreement replacing or

amending this Agreement.”

14. Taking into consideration all of the analysis and
discussion above, | hold that there is indeed a dispute

between the parties.

Whether BTC has waived its rights to seek review or variation

of the Agreement.

15. It has been argued by Mascom that, BTC, by serving a
notice of termination thereby waived its right to seek a review or
variation of the Agreement. Mascom places heavy reliance on

Article 16.3 of the Agreement, which states as follows:

“If notwithstanding the parties negotiating in good faith
pursuant to clause 16.2 above, at the end of (two
months) from the date of the Review Notice the Parties
have failed to agree appropriate modifications to this
Agreement and the Review Notice has not been
withdrawn by the issuing party then the parties will

each agree either to:
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(@) each prepare a written proposal on the dispute
and send the other party a copy of such proposal
within 7 days of the end of such period; and refer the
dispute for resolution in accordance with the

procedures specified in clause 21; or (my underlining)

(b) terminate this Agreement.”

16 According to Mascom’s interpretation of the clause cited
supra, the parties can only choose one option and cannot elect
both. In other words, once a party proceeds by referring a dispute
to the BTA for determination, then and only then will such party be
precluded from seeking termination of the same Agreement.
Mascom is therefore arguing that the aforecited provisions are
mutually exclusive. At this juncture, it is worth mentioning that
BTC’s notice of termination was pursuant to Article 17.1 as stated
in its letter dated 8 July 2002 and not Article 16.3, which Mascom

is relying upon.

17. Article 17.1 of the Agreement, which BTC is relying upon,

states as follows:

“This Agreement will remain in force unless and until
terminated by either party giving to the other at least
24 months notice in writing to expire at the end of the

Initial Period or at the end of any calendar month
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thereafter or either Party ceases to hold a licence

granted by the Regulatory Authority.”

18. | hold that serving of notice of termination of the Agreement
herein did not ipso jure (through law) and ipso facto (through fact)
mean that the terms and conditions of the Agreement lapsed at
the time the notice was served. The Agreement will only lapse
after effluxion of 24 months from the 8 July 2002, the date on
which the notice was served. In the interim, all the constituent
terms and conditions of the Agreement remain in existence. Once
such terms and conditions are in existence; as | hereby hold, the
parties’ rights, duties and obligations arising therefrom still subsist.
The end result thereof is that any party may invoke any of the
provisions of the existing Agreement. The notice of termination did
not therefore freeze or stall the operation of the terms of the

Agreement.

19. If | were to extend Mascom'’s interpretation of the Agreement
to its logical conclusion, it would mean that once a party has
served a 24 months notice as provided for in the Agreement, then
there can never be any exercise of any of the terms of the
Agreement for instance, review of the terms of Agreement
whatsoever. A party will be precluded and estopped from invoking
any of the terms of the Agreement and this could not have been
the intention of the contracting parties. Serious and far reaching
economic ramifications within the telecommunications sector may

arise if such an important Agreement is rendered immune from,

10



BTA Ruling No. 1 of 2003

not only review, but also the exercise of any rights emanating from
the Agreement for a period of 24 months, which is the notice

period.

20. The telecommunications market is an ever-evolving industry
and having to wait for a period of 24 months (notice period)
without invoking any of the terms of such a very vital agreement
may have adverse consequences within the telecommunications
industry. | would therefore adopt a conjunctive interpretation of
Article 16.3 for purposes of giving effect to the intention of the
parties and to remove any absurdity that may arise therefrom and
to further ameliorate any adverse repercussions (as stated above)
that may arise once | find solace in a disjunctive interpretation.
The use of the word ‘or’ in the said Article is therefore construed
conjunctively as opposed to disjunctively, bearing in mind that in
ordinary usage “or” is disjunctive whereas under certain instances
like in the present case, it is construed conjunctively. In this
connection see Uddin v. Associated Portland Cement
Manufactures Ltd [1965] 2 QB 582. On the basis of this

progressive reasoning, | am inclined to conclude that BTC did not

waive its right to seek a review of the said Agreement by serving a

Notice of Termination of the Agreement on Mascom.

21. Even if | were to rule that BTC can only and distinctively
seek either a review or termination of the Agreement, that is to
say, to adopt a disjunctive interpretation, the end result shall be

the same. If it is review on its own, that does not present any

11
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difficulty at all as the Authority is now asked to review the said
Agreement by BTC. On the other hand, if it is termination as
preceded by the served notice, still a review of the Agreement
shall be in order for the simple reason that notice of termination
did not in any way extinguish any of the terms of the Agreement,

for instance, review of the said Agreement.

22. If | were to invoke, mero motu, a common sense approach
that if two or more acts by the same individual are repugnant or
inconsistent, the last one must prevail, still, such an approach
does not advance the Mascom case any further. In this case, BTC
asked initially for a review of the Agreement and three days later
served a notice of termination of the said Agreement. If | uphold
that notice of termination must prevail, the aforestated conclusion
is also reached, which is: notice of termination does not ipso facto
and ipso jure freeze the operation of the terms of the Agreement
and BTC will be justifiably entitled to invoke any of the provisions

of the Agreement.

23. Assuming | were to agree with Mascom that the provisions of
clause 16.3 are mutually exclusive and should be interpreted
disjunctively, | still cannot agree that BTC could be said to have
waived its right to continue with the review process it initiated prior
to the serving of notice of termination. In that case my position
would be that BTC did exercise its option, in terms of clause 16.3,
on 5 July 2002 by opting for a review process and that by so doing

it may have precluded itself from opting for a termination process.

12
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24. | accordingly hold that BTC has not waived its right to

seek a review of the Agreement.

25. Having adequately addressed the preliminary points in limine

raised by Mascom | shall now proceed to briefly consider
instances under which a review of the Agreement may be

possible.

26. In terms of the Agreement, certain procedural and
substantive requirements have to be satisfied in order to initiate
the review process. The relevant clause thereof is clause 16,
dealing with the giving of the review notice, and review when there
is a material change of circumstances. In the circumstance the
said conditions precedent have been satisfied by BTC. In any
event, Mascom is not arguing that there was non compliance with
either procedural and or substantive requirements of the said
article dealing with review. On the basis of the afore mentioned
justification | hold that BTC is entitled to seek a review of the

Agreement.

LEGAL BASIS FOR THE DETERMINATION OF
INTERCONNECTION CHARGES

27. In reviewing the appropriate legal basis for the determination

of interconnection charges, | shall place heavy reliance on the Act,

the licences of the two parties herein, the Agreement and the

13
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Telecommunications Policy of Botswana (1995), (hereinafter

referred to as the “Policy”).

The Telecommunications Act, 1996 (No. 15 of 1996)

28. The relevant provision thereof is section 47 of the Act, which
inter_alia, provides that in the event of an interconnection dispute
the Authority shall have the power to decide on the matter and set
down such terms and conditions for interconnection as seem fair
and reasonable to it. The fundamental indicia thereof is what
seems to be a “fair and reasonable” interconnection charge to the

Authority in each case.

29. What amounts to “fair and reasonable” charge as provided
for in section 47 depends upon a host of several considerations.
Such considerations may include significant market power or
otherwise of the operators, the possibility of revenue sharing by
concerned operators, level of competition, benchmarking,
promotion of universal access, interconnect access charge,
consumer interests; subscriber base, transparency, cost
orientation; reasonable rate of return on investment, non
discrimination, market structure and the Policy. It is not intended
that the above stated list is exhaustive, nor that all the factors
listed above would necessarily be relevant in any particular
dispute. As stated above, it will be upon the Authority to determine
what is fair and reasonable in the circumstances. In addition, the

Authority is mindful of its mandate under section 17 of the Act,

14



BTA Ruling No. 1 of 2003

which is the promotion and development of efficient

telecommunications services in Botswana.

Telecommunications Policy for Botswana

30. The Policy recognises interconnection as forming part of the
liberalisation process and development of competition in the
telecommunications sector. It is prudent for me to refer to the
relevant exposition in the Policy where a justification for a
mandatory and mutual interconnection obligation is stated at

paragraph 8.6 page 18 as follows:

“‘Justification. In order to rationalise the use of

present network and to avoid duplication of
infrastructure all new and present networks should be
interconnected for national economic benefit as well as

for the benefit of the consumer.”

31. The Policy further advocates for a fair and reasonable
pricing. In this connection, see paragraph 8.9 at page 20 where it

is stated as follows:
“Prices should be deemed fair and reasonable if they

reflect recovery of the investment in the medium to

long term perspective.”

15
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32. An interpretation of the afore-cited Policy guideline reflects or
advocates for a fair and reasonable pricing criteria, taking into
account all the goals enshrined in the Policy, such as recovery of the
investment, promotion of universal access, liberalisation, effective

competition and the interests of consumers.

BTC and Mascom Licences

33. In respect of BTC’s licence the relevant clause is 5.1, which
embraces the principle of cost orientation for regulated tariffs,
which includes interconnection charges. See also clause 7.2.3 of
the said licence, which obliges the BTC to ensure, that
interconnect elements charged for are sufficiently unbundled and
that they are based on underlying costs. With respect to Mascom’s
licence, the relevant clause is clause 3 dealing with leased lines
and fixed links. Sub clause 3.1.3 thereof provides that for
purposes of establishing interconnection of its public land mobile
network elements and the public switched telephone network of
BTC, Mascom shall use leased lines. Furthermore, sub-clause 3.4
states that in the event of a dispute relating to the reasonableness
of any leased line service or charge, the parties shall refer the

dispute to the Authority for determination.

34. When reconciling and juxtaposing the two licences of the
parties with the Act, | have no doubt in my mind that Mascom
licence is consistent with the Act in that it requires reasonable

interconnection charges as contained in clause 3 of the licence.

16
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Concerning BTC'’s licence, | have no hesitation in concluding that
it is equally consistent with the Act insofar as it requires cost based
charges, which are an integral component or subset of fair and
reasonable charges. In other words, cost based charges and other
considerations will shed light on what is fair and reasonable. A
licence by its very nature sets out the scope, terms and conditions
that the concerned operator should comply with. It may be
equated to a contract between the operator and the Authority
under which the operator enjoys rights, duties and obligations. A
violation of those rights, duties and obligations may attract or be
visited by a form of sanction imposed thereon by the Authority. It
therefore follows that the BTC and Mascom are duty bound to
comply with the terms and obligations imposed by their licences.
My finding is that both the BTC and Mascom licences are

consistent with the requirements of section 47 of the Act.

Interconnection Agreement

35. Appendix C of the Agreement between the parties herein
recognises cost-based charges. At paragraph 1 thereof it is stated
as follows:

“The parties recognise that:

e |t is the intention that interconnection charges will

be based on costs (my emphasis), although it is

stated in the cellular tender document that the
costing figures may not be available in the short

term and another method should be used;

17
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e The charges should:

(a) compensate the provider fairly for the
services it provides and produced (sic) a
reasonable return on the assets and
resources involved;

(b) encourage increased networks usage and
in the long run reduce costs of service to
the customers;

(c) not be prohibitively high to inhibit the

growth of cellular services”.

36. The Agreement also recognises cost based charges. Not
only that, it also states under (a) above that the charges should
compensate the operator fairly, and in my view this encompasses
fairness as required in section 47. Under (b) above increased
network usage as well as reduction of costs of services to
customers is encouraged when setting interconnection charges
and lastly (c) advocates for charges that are not prohibitively high
to the extent of inhibiting cellular growth. Interpreting all these
three guidelines jointly and cumulatively, | make a finding that they
require fair and reasonable interconnection charges. The said
charges should satisfy what | may term the “triad of
interconnection”, that is to say, the said charges should be fair to
the operators, fair to the end-users or customers and lastly satisfy
the general mandate of the Authority as provided for in the organic

statute and the Policy. In the final analysis, the said three
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guidelines in the Agreement are consistent with section 47 of the

Act, which requires fair and reasonable interconnection charges.

37. Taking into account all of the analysis and discussion
above, | hold that the legal principle for determining
interconnection charges in Botswana is the “fair and
reasonable” test. It is therefore entirely upon the Authority to
determine whether in the setting of interconnection charges,
cost orientation and or efficiency should be invoked in
addition to or forming part of any other criteria which the BTA
may deem appropriate and justifiable to satisfy the
fundamental or critical epithet of fair and reasonable pricing.
Interconnection charges may, in appropriate circumstances
be deemed to be fair and reasonable if they approximate

costs or are based on efficiency criteria.

PRICING OF INTERCONNECTION

38. | have identified the following three principal approaches to
the pricing of interconnection around the world: revenue sharing
arrangements; sender keeps all arrangements (i.e. bill and keep);
and interconnection usage charges (hereinafter referred to as
IUC). However, sender keeps all arrangements are not relevant to
this dispute and hence | shall only discuss revenue sharing

arrangements and |UCs.
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Revenue Sharing Arrangements

39. Revenue sharing arrangements are relatively simple to
implement.  Historically, they were the result of negotiations
between the corresponding non-competing operators. Hence,
revenue sharing arrangements are generally not cost-oriented and
therefore they are generally considered to be economically
inefficient. Therefore, the actual revenue share amounts tended to
reflect the bargaining power of the respective operators. As such,
operators often tended to focus on the relative ratio of revenues
being assigned to each operator, rather than the absolute level of
the revenue amounts. Once competition is introduced, as it is in
our jurisdiction, the revenue sharing arrangements becomes

impractical and as well exhibits a number of policy disadvantages.

40. From a practical perspective, revenue sharing arrangements
introduce a high degree of unpredictability in the revenue flows of
terminating operators, and recurrence of disputes. If an entrant
wants to lower one of its consumer prices that has traditionally
been the subject of a revenue sharing arrangement, the result will
be lower revenue share amounts not just for that operator but for
all the operators involved in carrying the call. However, these
interconnecting operators have no desire to accept lower
payments in order to support the competitive strategy of the other

operator.
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41 Revenue sharing arrangements have a number of additional
disadvantages. First, as may be apparent from the discussion
above, revenue sharing arrangements are not conducive to vibrant
consumer tariff competition. Second, revenue sharing
arrangements may also be discriminatory. For example, in
competitive markets, different originating operators may set
different consumer tariffs for a call to the same terminating
network. Hence, the terminating operator may be paid more or
less by different originating operators for exactly the same service
(termination of traffic), depending on the respective consumer

tariffs of the originating operators.

42. My Ruling (No. 1 of 1999), which established the current
interconnection framework in Botswana, was generally reflective of
a revenue sharing arrangement. At that time, with the recent
introduction of mobile services by Mascom and Vista, and the
continuing de facto BTC monopoly on fixed services and in order
to promote stability and certainty in the sector, it was necessary to
set termination and origination charges for BTC only. Based on
the fixed consumer tariffs, these BTC termination and origination
charges resulted in fixed corresponding revenue share amounts

for Mascom.
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Interconnection Usage Charges

43. I1UCs are the charges payable between interconnecting
operators for the actual use of each others’ network to originate,
transit or terminate a call. Hence, there may be up to three types
of IUCs: origination, transit and termination. | will now focus on
IUC termination charges, given that IUC transit charges are not
applicable to this dispute and that IUC origination charges are
generally used and are appropriate for situations where the

terminating operator sets the corresponding consumer tariff.

44. The originating operator would, from the consumer tariff that
it determines and collects, pay a set amount to the corresponding
terminating operator. The amounts paid would generally be
independent of the consumer tariff. The residual amount, that is
the amount remaining from the consumer tariff after termination
charges, is the amount retained by the originating operator

(hereinafter referred to as the retention amount).

45. | am of the view that IUCs are currently the best practice
approach for the pricing of interconnection in markets where
competition has been introduced, such as in Botswana. This is for

a number of practical and policy reasons.
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46. From a practical perspective, IUCs have been proven
around the world as the most sustainable approach to
interconnection pricing in competitive multi-operator environments.
From a policy perspective, | find that IUCs have number of
advantages. First, IUCs are more conducive to vibrant competition
in the consumer tariffs. With IUCs, the originating operator has a
more direct control on its retention amount, given that it has to pay
the terminating operators the corresponding (fixed) charges.
Second, IUCs tend to be most equitable under competitive
scenarios. In these instances, a terminating operator will charge
all operators who terminate their traffic on its network the same
non-discriminatory (termination) interconnection charge. Third,
IUCs are generally more compatible with the principle of cost-
orientation. Because IUC termination charges are independent of

consumer tariffs, they may be set at efficient cost-oriented levels.

47. Having addressed the advantages and disadvantages
associated with the interconnection pricing methods, | shall now
dwell on the submissions of the parties. In its Initial Submission,
BTC did not address the pricing of interconnection issue directly.
However, | note that BTC appears to include elements of IUCs and
of revenue sharing arrangements. The BTC Initial Submission
focused on the presentation of the estimates of BTC’s origination
and termination charges of calls to/from the mobile network. This
has elements of IUCs. BTC, however, appears to propose that the

changes in its origination and termination charges be undertaken
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within the context of a fixed consumer tariff. In effect, therefore,
such a proposed increase would appear to result in a reduction in
the corresponding shares received and retained by Mascom,
respectively. This is an element of a revenue sharing arrangement,

with a proposed increase in the share for BTC.

48. In its Reply Submission, BTC did not address the
interconnection pricing issue directly. It did, however, address the
issue of the relative ratio of fixed to mobile termination charges in
neighbouring African countries, in response to the specific
benchmarking approach proposed by Mascom in its Initial
Submission. As | pointed out earlier, most of the discussions
associated with the relative ratio of mobile to fixed interconnection
charges are more reflective of revenue sharing arrangements
rather than the IUCs.

49. In the Oral Hearings, however, BTC appeared to recognise
the relative advantages of the IUC termination charges over a
revenue sharing arrangement. In particular, BTC noted the
benefits of de-linking (wholesale) interconnection charges from the

(retail) consumer tariffs.

50. Inits Initial Submission, Mascom did not address the pricing
of interconnection issue directly. However, based on my analysis,
the Mascom Initial Submission, which places emphasis on the
relative ratio of fixed to mobile charges appears to reflect a

revenue sharing arrangement.
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51. In the Oral Hearings, Mascom, when presented with a
revenue sharing versus IUC arrangements options by the
Authority, appeared to recognise the relative advantages of the

latter over the former.

52. My review of the international practice and experience of
interconnection pricing suggests that as sector reforms have taken
place around the world, including the introduction of competition,
an increasing number of regulators have discarded revenue

sharing arrangements in favour of IUCs.

53. | note that while in their Initial and Reply Submissions BTC
and Mascom do not directly address the pricing of interconnection
issue, once the matter was presented as a clear choice by the
Authority during the Oral Hearings, both parties appeared to
recognise the relative advantages of the IUC termination charges
over revenue sharing arrangements. | further note that in practice,
the parties have already adopted a IUC termination charge

regime.

54. For practical and policy reasons discussed above, |
consider that an IUC termination charge regime is the most
desirable approach for the pricing of interconnection in
Botswana at this time. | therefore direct that an IUC
termination charge approach for interconnection pricing

between BTC and Mascom be implemented.
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SETTING OF INTERCONNECTION CHARGES

55. In considering the substantive issues under dispute | have
carefully reviewed the Initial and Reply Submissions and the
arguments made during the Oral Hearings. In order to better
understand the dynamics of the dispute, | have undertaken a
thorough analysis and assessment of data provided by both
parties. | have also reviewed and assessed what | consider
appropriate and efficient interconnection trends and practices in
other countries, especially with respect to the current best practice

of using efficient benchmarks.

56. Given that | have directed BTC and Mascom to implement
an |UC termination charge approach to the pricing of
interconnection, the next fundamental step is to examine the
appropriate  methodology for the determination of termination
charges for BTC and Mascom. | have identified costing
methodologies and benchmarking approaches as the two broad
principal approaches to the setting of interconnection and |
proceed to examine the advantages and disadvantages of these

two approaches.

Costing Methodologies

57. The cost approaches can be identified into two principal
criteria as follows: (1) historical or backward-looking approach; and

(2) the forward-looking approach.
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Backward-Looking Approach

58. This approach involves the compilation of accounting and
other historical data to model the actual network in place and to
price it based on what was paid for each network element. The
best-known variation of this approach is fully distributed cost
(“FDC”) or “fully allocated costs”. Due to general lack of detailed
analytical accounting data, however, FDC allocates the relevant

investment across broad service categories.

59. The main criticism of this approach is conceptual. In
comparison to the forward-looking approach, the backward-looking
approach does not adequately reflect the dynamics of competitive
markets. Hence, the costs that are calculated by this approach

may not be economically efficient.

60. There are also a number of practical criticisms to this
approach. One practical criticism of the backward-looking
approach that | find particularly pertinent is that historical costs
may reflect investment, operational or technological inefficiencies
of the operator. These inefficiencies have often been found to be
relatively large, especially in state-owned monopoly operators.
Further, historical costs do not reflect changes in technology or
management methods — such technology and methods, if utilised
today, could imply a much lower cost. Another possible form of
inefficiency is that often the operator may have over-invested in
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the past so that it currently has spare capacity. Hence, with
respect to the setting of interconnection charges, it is argued that
historically inefficient operators may be “passing on their
inefficiencies” as a result of the adoption of this approach.
Additionally, such inefficiencies could be passed to the consumer

in the form of higher consumer tariffs.

61. In combination, these criticisms have resulted in a significant
shift. While still being widely used for management purposes,
regulators are increasingly replacing backward-looking
approaches with forward-looking costing methodologies and/or

benchmark approaches.

Forward-Looking Approach

62. This approach is generally preferred by most regulators
because it reflects better the dynamics of competitive markets.
Competitive operators are compelled to look forward to set prices
to compete, rather than to look back at prices based on their
historical investments. Accordingly, the costs that are calculated
by this approach, including, in particular, [lUC termination costs,
are generally considered to be economically efficient because they
most closely approximate the prices that would otherwise be
present in effectively competitive markets. Therefore | am inclined,
to hold the view that cost orientation, in as much as it leads to
charges that approximate costs, is an appropriate principle to
apply in the current circumstances.
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63. The forward-looking approach uses current and projected
future prices and attempts to calculate an efficient network to
provide the services in question. The most common and generally
accepted forward-looking approach is long-run incremental costs
(“LRIC”). LRIC are the incremental costs that would arise in the

long run with a defined increment to demand.

64. LRIC may be implemented in a number of ways, including
the European Commission’s long run average incremental costs
(“LRAIC”) and the United States of America’s Federal
Communications Commission’s total element long run incremental
costs (“TELRIC”). These variations are based on the LRIC
standard but differ in terms of the size of the increment and the
treatment of joint and common costs. All of these variations

include “mark-ups” to cover a portion of joint and common costs.

Benchmarking

65. Benchmarking is often used by regulators as a transitional or
complementary approach. There are different benchmarking
methodologies. In particular, an efficient benchmarking approach
would use actual or projected efficient prices in other countries.
Efficient prices would result from effective competition or where
the regulator has established prices based on an acceptable
costing methodology. For instance, the European Union (“EU”)

used a variant of efficient benchmarking to ensure the progressive
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reduction of fixed interconnection charges in the transition period
between the general introduction of competition in 1998 and the
implementation of LRAIC and other costing methodologies by
national regulators in the EU. Specifically, the EU’s “best current
practice” approach avoided many of the common pitfalls of
benchmarking. For instance, it did not select an average or the
mid-range of existing charges. Given that at the beginning of this
period there was no effective competition in most EU countries or
that most countries had not implemented efficient costing
methodologies, taking an average or a mid-range of all existing
charges would likely have resulted in inefficient benchmark

termination charges not oriented to costs.

66. The EU’s “best current practice” approach may be
summarized as follows. For each level of interconnection, it
reviewed the standardized interconnection prices for its 15
member countries. The EU has defined three levels of
interconnection charges for fixed termination depending on where
in the network hierarchy the call is terminated and the distance the
call has to be carried: “Local” represents interconnection at the
local exchange; “Single Transit” represents interconnection at the
“‘Metropolitan” level, including the use of one tandem switch;
“Double Transit” or “National” allows access to all customers on
the network and includes tandem links of at least 200 km. The EU
then ranked the standardized prices for each level from the lowest
to highest. For each level, the EU based its “best current practice”

range on the three lowest interconnection charges in its member
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countries. Hence, the lowest interconnection price constituted the
lower end of the “current best practice” range while the third lowest

interconnection price constituted the upper end.

67. In its Initial Submission, BTC proposed using the backward-
looking costing methodology it had earlier developed for the
estimation of its own origination and termination charges. Based
on these cost calculations BTC argues that its origination and
termination charges under the current arrangements are too low
and do not allow it to fulfill its obligation of cost-orientation. In its
Reply Submission, BTC insisted that its cost-based approach was
superior to the benchmark approach proposed by Mascom in its

Initial Submission.

68. During the Oral Hearings, BTC continued to put forward its
cost-based approach to support its proposed interconnection
charges. It maintained its position that the benchmark
comparisons proposed by Mascom were inferior in principle to the

implementation of a costing methodology.

69. On the other hand, Mascom in its Initial Submission provides
an extensive international comparison of fixed and mobile
interconnection charges and the relative ratio of fixed to mobile
termination charges. After reviewing world-wide and continental
averages, Mascom also provides data for a number of developing
countries as well as for the 15 member countries of the EU.

Mascom argues that these absolute and relative comparisons
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support the status quo arrangement in Botswana. Commenting on
the EU experience Mascom notes that some regulators have been
significantly reducing mobile termination charges. However,
Mascom argues that LRAIC-type modelling, especially for mobile

services, is generally at its infancy even in the EU.

70. In the Oral Hearings, Mascom continued to express its
preference for a benchmark approach to the setting of
interconnection charges. Mascom further elaborated on its
position with respect to cost methodologies. It noted that it was
not opposed in principle to the development and implementation of
an approved costing methodology. What Mascom rejected was
the imposition of any particular type of methodology by BTC
without BTA approval. It argued that the BTA had not made a final
decision on an approved costing methodology and hence any
specific proposal by BTC was in principle not acceptable to
Mascom. At this point, | wish to acknowledge that the Authority
has not yet developed principles to be applied by operators in the
setting of tariffs as provided for under section 18(1) of the Act and
that shall be done in due course. The Authority is nonetheless duty
bound to make a determination herein on the basis of what it

considerers fair and reasonable.

71. Based on my review of the Submissions and the Oral
Hearings and my extensive analysis and assessment of
approaches used by regulators around the world to set fixed and

mobile interconnection charges, and taking into consideration the
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policy and practical advantages and disadvantages of each
approach as summarized above, | consider that the current best
practice approach for the setting of interconnection charges is a
forward-looking LRIC methodology, as it tends to result in the
calculation of economically efficient cost oriented charges. |
recognise, however that due to the time required to develop and
implement such a methodology, it would not be feasible or
desirable to implement a forward looking LRIC approach within the
context of the current dispute. In the long run, the Authority
supports the development and implementation of a forward-
looking costing methodology for the determination of

interconnection charges.

72. Taking into account the impracticality of implementing a
forward-looking LRIC methodology, | have in the interim,
considered a number of options with respect to the setting of
interconnection charges. Given my findings above, in assessing
these options | will place special emphasis on whether their
implementation is likely to result in efficient termination charges for
BTC and Mascom.

73. One option | considered was to set the BTC interconnection
charges based on the backward-looking costing methodology
proposed and implemented by BTC. | am of the view that the
backward-looking costing methodology is conceptually inferior to
the preferred forward-looking costing methodology, in that it does

not accurately reflect the workings of competitive markets.
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74 If | were to assume that the costing methodology proposed
by BTC was acceptable to the Authority, its adoption in this
dispute would raise the question of the appropriate methodology to
be applied by the BTA to calculate the termination charges for
Mascom. Under this scenario, the principle of symmetrical
regulatory treatment and fairness would suggest that the same
backward-looking cost methodology would also be applied to
Mascom. However, due to the time required to actually implement
such a methodology for Mascom, this option does not appear to
be feasible or desirable within the context of this dispute. Hence,
for conceptual and practical reasons, | do not consider this option
to be implementable. From a practical perspective, therefore, the
most appropriate remaining option appears to be an efficient

benchmarking approach.

75. Based on my analysis and discussion above, | hold that
an efficient benchmarking methodology is the most likely to
result in efficient benchmark termination charges for BTC and

Mascom.

76. There are two principle variables in implementing an efficient
benchmarking methodology. One is the countries to be included
in the benchmark sample. The other is the selection criteria of the
actual benchmark level or range within that sample. | shall now

discuss these in turn.
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Sample of Countries

77. In their Submissions, BTC and Mascom presented a number
of different samples. | found the world-wide or continental
samples presented by Mascom as generally unhelpful, given that
the methodologies used to calculate the interconnection charges
are not known. Further, many of these samples may include
countries with Receiving Party Pays (RPP) regimes, which would
make the sample inappropriate given the Calling Party Pays (CPP)

regime currently used in Botswana.

78. Mascom presented some samples of Southern African
countries. Indeed, | consider that, in principle, the review of
African, Southern African or SADC member countries samples
could be important. However, | was not given any information with
respect to whether any African country has implemented LRIC-
type costing methodologies for the calculation of fixed and mobile
termination charges. Further, there does not appear to be a
significant number of countries in Africa where sufficient
competition would result in efficient termination charges. In
summary, there is nothing to suggest that in Africa there exists a
useful number of countries from which to construct a sample that
would incorporate either efficient charges based on appropriate
costing methodologies or efficient charges that result from

effective competition. In effect, if | were to choose a sample of
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African countries, | would be concerned that much of the sample
would include interconnection charges that are the result of
negotiations, rather than cost-orientation. Hence, | consider that a
comparison with these countries would not promote the efficiency
objective; rather, such a comparison would reflect the relative
negotiating power of the respective operators in each of the
countries. In spite of the intuitive appeal of selecting a sample of
African countries, | consider that African comparisons are not an

appropriate sample.

79. Mascom also placed some emphasis on the 15 member
countries of the EU. | have researched the experience of the EU
countries with respect to fixed and mobile interconnection. Based
on this review, | consider that the EU countries represent a sample
that is particularly well-suited to meet the BTA objective for the
setting of efficient termination charges for BTC and Mascom, for a

number of reason, some of which | discuss below.

80. First, EU countries apply a CPP or CPP-like arrangement for
fixed-mobile interconnection. This is consistent with the situation
in Botswana. Second, as part of EU governance arrangements,
all EU countries are required to implement and comply with
European Commission Directives, including with respect to
interconnection and interconnection costing methodologies. This
results in a relatively homogenous regulatory framework in each
country that facilitates intra and extra-EU comparisons. Third, the

EU has developed and implemented for more than four years a

36



BTA Ruling No. 1 of 2003

well-defined and highly-regarded benchmarking methodology for
interconnection charges. This methodology includes the criteria
for ensuring adequate comparability to take into account the level
of physical interconnection (local, metropolitan and national), the
time-of-day that the call is undertaken and the structure of
interconnection charges. The fact that the EU benchmarking
methodology has been tried and tested ensures that, if | were to
consider it, it would be a reasonable alternative. Fourth, many of
the national regulatory authorities have developed and actually
implemented  costing methodologies, including LRAIC

methodologies for interconnection charges.

81. For fixed termination, most national regulators in the EU
have implemented costing methodologies to guide interconnection
charge setting. Of this group, six have implemented forward-
looking LRAIC methodologies and an additional number are in the
process of developing LRAIC to be implemented in the near
future, replacing historical costing methodologies. Hence, |
consider that the EU provides a good sample of countries that
have reached or are in the process of reaching efficient cost-
oriented termination charges for fixed networks, based on the
implementation of costing methodologies. In fact, in recognition of
this, in 2002 the EU decided to discontinue its “current best
practice” benchmarking because of the progressive reduction of
interconnection charges to the “current best practice’

recommendations.
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82. With respect to mobile, there is an increasing trend amongst
regulators in favour of the regulation of mobile termination
charges. In the EU, in particular, the UK and Austria, have
developed and implemented LRIC-based costing methodologies.
Other EU regulators have used other approaches, including
efficient benchmarking, to mandate significant decreases in mobile

termination charges, including in Sweden, France and Belgium.

83. | recognise that the economic and telecommunications
development conditions in the EU are different from those of
Botswana. One possible risk in this regard is that the selection of
the EU sample may result in benchmark termination charges for
BTC and Mascom that are below their efficient forward-looking
costs. | have fully considered this possibility and have taken the
necessary precautions, including the implementation of a transition

period, to mitigate this risk.

84. Based on the analysis and discussion above, | hold that
the 15 member countries of the EU provide the most
appropriate efficient benchmarking sample to be used in the

setting of efficient termination charges for BTC and Mascom.
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Benchmarking Selection Criteria

85. For fixed termination, | am confident that most of the EU
countries have reached or are in the process of reaching efficient
cost-oriented termination charges. Based on my review of the
data provided by BTC as part of this process, | consider that the
EU-defined “National’-level interconnection is the most
comparable to the situation in Botswana. Hence, for fixed
termination, | hold that an average or mid-range of all the 15
EU countries for “National” interconnection constitutes an
efficient benchmarking methodology and hence a fair and
reasonable basis on which to determine the efficient

benchmark termination charge for BTC.

86. For mobile termination, | am not confident that most of the
EU countries have reached or are in the process of reaching
efficient cost-oriented termination charges. Hence, for mobile
termination, | do not consider an average or a mid-range of all the
15 EU countries to constitute an efficient benchmarking
methodology. Instead, | hold that an average or mid-range of
the “current best practice” range, as defined by the EU,
constitutes an efficient benchmarking methodology and
hence a fair and reasonable basis on which to determine the

efficient benchmark termination charge for Mascom.

39



BTA Ruling No. 1 of 2003

DETERMINATION OF BTC AND MASCOM TERMINATION
CHARGES AND IMPLEMENTATION ISSUES

87. | have already decided on a new framework for the pricing of
interconnection (IUC termination charge approach), which is
independent of consumer tariffs and on the methodology for the
setting of these termination charges (based on efficient EU
benchmarking). | now proceed to determine the actual efficient
benchmark termination charges for BTC and Mascom. | do not,
however, intend to enforce immediately the resultant efficient
termination charges. | consider below a transition period and

volume discounts.

Volume Discounts

88. In order to facilitate the development of the mobile sector, in
my ruling of 1999, | ordered mandatory volume discounts on the
revenue amount for the termination of traffic on the then largest
operator, BTC. | did not at that time order volume discounts to the
termination of traffic on Mascom. In 2003, however, Mascom is

significantly larger than BTC, at least in terms of subscribers.

89. Based on the data submitted by the operators as part of this
process, | have confirmed a significant traffic imbalance between
BTC and Mascom. The most recent data available to the Authority
shows that BTC terminates 2.5 to 3.0 times as much traffic on the

Mascom network than does Mascom terminate traffic on the BTC
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network. Given market developments and the continuing traffic
imbalance between BTC and Mascom, | am of the view that the
application of mandatory volume discounts only for termination on

the BTC network is no longer appropriate.

90. Based on the analysis and discussion above, | direct
that, starting on the effective date of this ruling, the
mandatory volume discounts on the termination of Mascom-

originated calls on the BTC network be discontinued.

Transitional Arrangements

91. The efficient benchmark termination charges | have
determined for BTC and Mascom are significantly below the

respective current termination charges.

92. In these circumstances, | consider that a transition period is
necessary as a risk-mitigating measure. Further, | recognize that
a transition period is appropriate to allow both BTC and Mascom to
reasonably accommodate the efficient benchmark interconnection
charges. | also consider that there is a trade-off between
regulatory policy objectives and financial imperatives in
determining the optimal time period for the operators to reach the
efficient termination levels. The regulatory objectives require a
short implementation timeframe while the financial imperatives

suggest a longer implementation timeframe.
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93. Based on the analysis and discussion above, | have
decided on the applicable mandatory termination charges for
BTC fixed termination and Mascom mobile termination.
These termination charges are presented in the table below,
which includes their implementation schedule. The
termination charges in the table are in nominal (current) terms
and should be treated as ceilings (i.e. the respective
terminating operator may choose to set lower termination

charges).

BTC fixed termination charges and Mascom mobile termination

charges
o ¢ Time-of-Day Effective date of From 1 March
erator :
P Period Ruling to 29 2004
February 2004
Off-Peak 12.0 8.8
Mascom Peak 85.0 75.0
Off-Peak 68.0 60.0

Note: Peak and off-peak hours shall have the same meaning as

defined in the Agreement.
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CONCLUSIONS

94. Under the IUC termination approach, the originating operator
has the right to set and collect the corresponding consumer tariff
and the responsibility to pay a fixed termination charge to the
terminating operator. With this in mind and taking into account the
staged reductions in the underlying termination charges, | expect
that the parties will pass on to the end consumers the benefits of
the reduced termination charges in the form of lower consumer

tariffs.

95. Before | conclude | wish to address specifically the prayer
raised by BTC under which BTC is requesting that Mascom be
ordered to pay interest at the rate of prime plus two percent on the
losses amounting to thirty million Pula suffered as a result of the
delay in effecting the proposed charges as purportedly agreed by
Vista (Pty) Ltd. In my view, there is no merit in this prayer. The
alleged delay on the part of Mascom was justified in the
circumstances. Mascom was legitimately safeguarding its interests
through proper negotiations, which were also done in good faith.
Furthermore, Vista is not a party to the present proceedings let
alone to the current Agreement between the parties herein. There
is no basis upon which Mascom may be ordered to pay costs,
which may have been suffered by BTC in its dealings with a

non-party. The said prayer is accordingly refused.

43



BTA Ruling No. 1 of 2003

96. This ruling shall remain valid and binding on both parties
for a period of 24 months effective from the date of the ruling.
In the event that the parties herein reach an agreement during
the subsistence of this ruling, the Authority reserves the right
to uphold and confirm such agreement in so far as the
essence of such agreement does not substantially breach the

fundamental framework or tenet as espoused by this ruling.
97. This ruling takes effect from the date hereof. Any party
aggrieved by this decision may appeal to the High Court in terms

of section 56 of the Act.

Delivered at Gaborone on this Twenty Sixth day of February
2003.

C. M. Lekaukau

Executive Chairman
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1 PLAYERS IN THE FIXED MARKET

This section analyses the situation of the market players in the fixed telecommunications market
(voice telephony and network services): number of operators authorised to operate a network and to
provide public fixed voice telephony, number of players actually active in the market, licence fees
for fixed services, market shares and the public ownership in the incumbent operators.

Data are based on the replies to the European Commission questionnaire provided by the national
regulatory authorities and gives the situation as at August 2002.

The following definitions apply:

Public network operators are defined as operators that install, manage and operate a
telecommunications transmission network to provide public telephony services or public
network services’ (i.e. provision of leased lines).

Public fixed voice telephony is defined as a service available to the public for the direct
transport on a commercial basis of real-time speech via the public switched network, such that
any user can use equipment connected to a network termination point at a fixed location to
communicate with another user of equipment connected to another termination point. Voice
telephone could be provided on an own self-operated network or on a leased network.

Public fixed voice telephony (not including the installation of the network): provision of
national and international public voice telephony by service providers that operate, control and
manage the transmission capacity which is leased from other operators. Simple call-back and
calling card services and operators dealing only with marketing, billing, etc., are excluded. The
definition of service provider may differ from that used in the national law of individual
countries (in some countries non-self operated network operators engage exclusively in reselling
activities).

Public voice telephony on an own self-operated network (not including network services):
provision of public fixed voice telephony over a network fully controlled, operated and (wholly
or partially) owned by the operator, excluding the provision of network services.

Local operators are operators authorised to offer telecommunications services only to users
located in specific areas (to whom they provide local calls as well as long-distance and
international calls through interconnection agreements with other operators).

National operators are operators authorised to offer telecommunications services without any
geographical restriction. They may provide all types of telephony services (local, long-distance
and international calls) to users located throughout the national territory.

Public fixed network services are defined as the conveyance of calls, messages and signals over a
telecommunications network, including any necessary switching. They may be network interconnection services,
which are provided to other network operators to enable calls and associated functions to be passed through
interconnected networks, or basic retail network services, which are provided to customers such as end-users or
service providers.
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1.1.LICENSING REGIMES IN THE MEMBER STATES

A variety of different national licensing regimes can be identified across Member States:
telecommunications operators’ may have individual licences/authorisations or be subject to
registration/notification procedures, or may effectively operate in the market without being subject
to any individual licence or declaration procedure. Furthermore, depending on the national licensing
regime, in order to provide a particular service, the operators may have to hold (and pay for) a
number of different licences or may have to pay for a licence with a wider scope than they require
(i.e. nation-wide), even if they do not make full use of it.

Table 1 shows the licensing regimes in the 15 Member States for the four main categories of fixed
services. The first column indicates whether the national licence regime provides for geographical
restriction on the licence (local or national). The rest of the table shows the type of licence (or
licences) required for four types of telecommunications service (see above for the definitions):
public fixed voice telephony (not including the installation of the network); operation of a public
network and provision of network services (not including voice telephony); public voice telephony
on a owned self-operated network (not including the provision of network services); public voice
telephony and network services on a owned self-operated network.

In the Netherlands and Finland the licence regimes provide for a registration/notification system. In
Sweden both individual licence and registration systems are applied’. The Danish licensing regime
system does not even require a notification.

In Greece public voice telephony can be provided by way of both an individual licence and a
general authorisation, but in the latter case operators are not allowed to use numbers*.

The rest of the countries apply a system of individual licences. In the United Kingdom and Ireland a
single fixed telecommunications licence exists, whatever the types of public service provided (voice
telephony and/or public network)’. In Austria a single licence for voice telephony services exists,
whether or not the operators self-operate a owned or a leased network. Belgium, Germany, Portugal
and Sweden provide only two types of fixed licences (voice telephony services and public network),
while the other countries also provide a single licence which combines several categories of more
limited individual licences (i.e. public voice telephony on a owned self-operated network; public
voice telephony and network services on an own self-operated network)°.

% In the following, “operators” means both network operators and service providers; “authorised operators” means
operators that have been granted an individual licence/authorisation or are subject to a declaration/notification
procedure.

3 According to the Swedish licensing regime, a notification is required for the provision (within a publicly available
telecommunications network) of telecommunications services (fixed telephony, mobile services, leased lines, etc.)
which require allocation of capacity from the telephony numbering plan. An individual licence is required for the
provision of telecommunications services if the activity is considered to be of “considerable scope” with regard to
the areas covered, the number of users or other comparable factors.

* Simple resellers do not need any licence or authorisation.

> In Ireland a separate licence for Public Network (basic licence) is also provided.

% But in any case the allocation of the two separate licences for voice telephony and for public networks gives the same
right as the “combined” licence.
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Table 1. Licensing regime for public fixed services

Distinction Type of fixed telecommunications services
between Public fixed voice Operation of owned public . . . ,
national and telephony services network and provision of ¢ P TR Pl veles el f}ony
' ; ) ; elephony over a and network services
local licence/ (not including the network services e S over a owned self-
registration installation of the (not including voice
network) telephony) operated network operated network
B No VT NET VT + NET
DK No General Class Licence for Public Telecommunication Networks and Services
(operators apply only for numbers)
D Yes VT (class 4) NET (class 3) VT + NET (class 4 + class 3)
EL No VT NET VT and NS on NET’
E Yes VT (type A) NET (type Cl1) VT and NS on NET (type B1)
F Yes VT (L34-1) NET (L33-1) VT and NS on NET (L34-1and L33-1)
VT and NS onNET  (General Licence)
IRL No (NET’ (Basic Licence))
VT +NET
1 Yes VT NET VTonNET (or VTonNET+NET)
L No VT (type C) NET (type B) VT and NS on NET (type A)
NL No VT (registration) NET (registration) VT + NET (reg.)
A No* VTonNET’ NET VTonNET VTonNET + NET
P No VT NET VT + NET
FIN Yes VT (registr.) NET (registr.)
S No VT (lic./reg.) NET (lic./reg.) VT + NET (lic./reg.)
UK Yes VT and NS on NET (PTO licence)
Legend:

VT (Voice Telephony): individual licence/registration for providing public fixed voice telephony (not
including the installation of the network)

NET (Network): individual licence/registration/notification for operation of a public network and for the
provision of network services (not including voice telephony services)

VTonNET (Voice Telephony on Network): individual licence/registration/notification for providing public
voice telephony on a owned self-operated network (not including network services)

VTandNSonNET (Voice Telephony and Network Services on Network): individual licence/registration/
notification for provision of public voice telephony and network services on a owned self-operated
network

VT + NET; VTonNET + NET; VTandNSonNET + NET: both licences needed for provision of the services

7 The Greek licensing regime provides for a list of 6 types of individual licence, among which those for public fixed networks and
for public voice telephony. Moreover, at the request of the applicant, the NRA can issue a single licence which combines several
categories of individual licence.

¥ The legal framework for the licensing regime in Austria does not distinguish between local and national coverage of licences,
although operators can apply for a licence restricted in scope as to the network and/or the services provided.

° An individual licence is required for the provision of public voice telephony over a self-operated fixed telecommunication
network. The network could either belong to the operators, or could be totally leased from a third-party network operator.
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1.2.NUMBER OF FIXED TELECOMMUNICATIONS OPERATORS

This section shows the number of operators authorised to provide public fixed network services and
public fixed voice telephony, as well as the number of operators effectively active in the market.

The figures include a great variety of operators: fixed network operators, service providers, cable
modem access operators and operators with wireless local loop, mobile and satellite operators (for
the fixed part of their networks and services).

Depending on the national licensing scheme, for some countries data for both local and national
operators are given (see table 1). This does not mean that in the other countries all operators are
national, but only that the licensing scheme does not require a licence limited as to its scope (in
consequence all the operators have to pay for a national licence even if they are only local
operators).

In the following charts, “national operator” means an operator that has been granted either a
national licence/authorisation or a non-geographically limited licence under a licensing scheme
which does not specify the geographic coverage.

The figure reflect the number of operators, rather than the number of licences. This is particularly
true for the cable TV operators that operate their telecommunication licence through local licences
granted to their local franchisees; in this case they have been considered as one single operator.

The number of local operators is not strictly comparable between Member States, since it varies
considerably between countries depending on the division of the national territory into local areas.

Figures for Denmark may be incomplete due to the fact that there is neither a licensing requirement
nor a central register of operators and their activities (operators only apply for numbers).

In Spain, the big increase from last year in the number of operators (46 local and 61 national in
2001) reflects the fact that many cable TV operators have transformed their provisional cable
modem access concession into a Bl licence for provision of telecommunication services (voice
telephony and network services) over a own network.

In Finland, 38 of the 48 regional operators are local incumbents and belong to the Finnet Group.
Data for Sweden include both licensed and notified operators.

In the United Kingdom, the 62 local cable franchise operators, owned by 2 companies, must hold
(inter alia) a standard PTO licence for the provision of cable modem access services which, in turn,
also gives the right to provide public voice telephony/network service. How many of these cable
modem access operators are also providing public voice telephony/network services is unknown.
From January 2001 the geographical restriction on cable companies ceased to exist and any cable
licensee was free to operate outside the area laid down in its licence, but to maintain comparability
with previous Reports we will continue to consider these operators as local. The big decrease in the
number of local operators (cable modem access) for 2001 (134) and 2002 (62) is due to intensive
merger activities in the market.
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PUBLIC VOICE TELEPHONY SERVICES

Chart 1

Number of EU operators authorised to offer public voice telephony
Total EU: 1231
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140 -
120
100 ~
80 -
60 -
40 A
20 ~

0
B DK D EL E FIRL | L NL A P FIN S UK

* Figure not to scale

- Due to the registration system, the number of operators authorised to provide public voice telephony figures for
Denmark has been estimated using the number of operators that have been allocated geographical numbers and/or
access codes. The estimated overall number of operators has declined from 48 in 2001 to 36 in 2002 due to extensive
merging and cornering in the Danish telecommunications market. Moreover, the total number of operators has
diminished due to a couple of bankruptcies among smaller operators.

Chart 2
Number of operators authorised to offer public voice telephony per
million of inhabitants
EU weighted average: 4
20
15
10 +
5 |
0 |
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This indicator is not significant for Luxembourg, because of its peculiar characteristic in terms of low percentage of
population in relation to the non-physical inhabitants.
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The number of operators authorized to offer public fixed telecoms services indicates only the
potential for competition in the market rather than the current level of competition. For this reason,
where possible, an estimate is given of the number of operators actually active on the market. These
figures do not show to what extent the operators are offering services. Many new entrants initially
provide only services to business users in the main cities, even if they have a national license
allowing them to offer all types of service throughout the country.

Figures in the following three charts should be read on a service by service bases (local, long-
distance and international call markets) and not as country totals, since the same operator is usually
authorized to offer more than one type of service.

Chart 3
Operators actually offering local calls
60
50 ,,E;{ O Local operators @ National operators }
40 - E3
30 -
20 +
)
10
i B
. B =
D EL E F IRL L NL A FIN

- Because of its small size, no distinction is made in Luxembourg between local and long-distance voice telephony
services.
- B, DK, I, P, S and UK do not provide separate figure for the operators effectively providing local calls.
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Chart 4

Operators actually offering long-distance calls
Total EU: local op.:124; national op.: 476
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- Figure for Denmark should be considered as minimum.
- The figures for B, DK, I, P and S do not distinguish between the type of call provided (local, long-distance,
international); the figure for the United Kingdom does not distinguish between local and national operators.

Chart 5

Operators actually offering international calls
Total EU: local op.:125; national op.: 478
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- Figure for Denmark should be considered as minimum.
- The figures for B, DK, I, P, S and the UK do not distinguish between the type of call provided (local, long-distance,
international); the figure for the United Kingdom does not distinguish between local and national operators.
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PUBLIC NETWORK

The following charts show the number of network operators with a public network licence and/or
authorised to offer network services (conveyance of calls, messages and signals over a
telecommunications network, including any necessary switching).

The distinction between local and national public network operators concerns the geographical
scope of the network, while the provision of network services could be subject to a different
geographical limitation. In the following, “local operators” means operators whose network does
not cover the whole national territory (whatever the geographical scope of the service).

It should be noted that a licence to operate a local/regional public network does not necessarily
imply the existence of local network access to customers (“the last mile”. See local loop access

section for more details).

Figure for Spain does not include 75 local cable modem access operators, that have transformed
their provisional cable modem access concession into a definitive public network licence.

Data for Ireland include both basic and general licences.

In the United Kingdom, the local operators refer to 62 local cable franchise operators, owned by 2
companies.

Chart 6
Number of operators authorised to operate a public network and to
provide public network services
Total EU: 1561
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* Figure not to scale.
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Chart 7

Number of operators authorised to operate a public network per million
of inhabitants
EU weighted average: 4.2
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This indicator is not significant for Luxembourg, because of its peculiar characteristic in terms of percentage of
population in relation to non-physical inhabitants.

Chart 8

Operators actually offering local network services

70

60 1 OLocal operators @ National operators 1

50

43]

40 ~

30 -

20 -

10 ~

0
B D EL E F IRL L NL A P FIN S UK

- Value for Germany not to scale.
- Denmark does not provide separate figures for the operators effectively providing local network connections.
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Chart 9

Operators actually offering trunk connections
Total EU: 59 local op.; 226 national op.
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Chart 10
Operators actually offering international connections
Total EU: 44 local op.; 193 national op.
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1.3. INCUMBENTS MARKET SHARE ON FIXED TELEPHONY MARKET

This section shows the incumbent’s market share for telephony call market on the basis of retail
revenues and outgoing traffic per minute. Unfortunately not all Member States collect both types of
data, and differentiation between the various markets (local, long-distance, international) is not

always available.
Figures have been provided by the national regulatory authorities and give the situation as for
December 2001.

Chart 11
Estimates of incumbent operators' market share,
retail revenues
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- Local call market include both phone calls and calls to internet.

- In Belgium, market share for local calls includes local calls to internet only; market share for long-distance calls refers
to "national phone calls", including both local phone calls and long-distance calls.

- Data for Sweden for local calls market share is not available separately. Market share for long-distance calls refers to

the total national calls", including local phone calls, calls to internet and long-distance calls.
- Data for DK, L, P, FIN are not available.
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Chart 12

Estimates of incumbent operators' market share,
outgoing minutes
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- Local call market include both phone calls and calls to internet.
- In Belgium, market share for local calls includes local calls to internet only; market share for long-distance calls refers

to "national phone calls", including both local phone calls and long-distance calls.
- Market share for long-distance calls for Denmark and Portugal refer to the overall national calls", including local and

long-distance phone calls, calls to internet and call to mobile.
- Because of its small size, no distinction is made in Luxembourg between the local and the long-distance call markets.

- Local calls market share for Finland refers to the combined share of the incumbents (Sonera, Elisa and Finnet). Market
share for long-distance and international refers to Sonera only and do not include market share of Kakoverkko Ysi Oy

and Finnet International Ab, that have been designated as SMP
- Local calls market share for DK, A and P are not available separately.
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Chart 13

Estimates of incumbent operators' market share for
local calls to the internet
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Chart 14
Estimates of incumbent operators' market share for
calls to mobile networks
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1.4. SHARE OF PUBLIC OWNERSHIP IN INCUMBENT OPERATORS

In order to provide a complete overview of the players in the EU telecommunications market, the
following chart shows the degree of public ownership of the incumbent operators on the fixed
market. Spain, Italy, Portugal and the Netherlands have a golden share in the incumbent operators,
that gives the State special rights on strategic decisions.

Chart 15
Share of public ownership in incumbent operators
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1.5. ADMINISTRATIVE AND NUMBERING FEES FOR THE PROVISION OF PUBLIC VOICE TELEPHONY
AND PUBLIC NETWORK SERVICES

This section provides data on Member States’ administrative and numbering fees for public voice
telephony and public network services licences. The data have been provided by the national
regulatory authorities and give the position as at August 2002.

Administrative fees (table 2) are fees charged to cover the costs of examining an application for a
licence, granting the relevant authorisation and verifying compliance with the terms and conditions
set once the service or network is operational.

The categorisation of administrative fees is closely linked to the general licensing framework
applicable in the individual countries. The categories of administrative fees will depend on whether
market entry is subject to an individual licence or a notification under a general authorisation
scheme (see table 1 for more details).

Numbering fees (table 3) are fees applied by many Member States which reflect the relative
scarcity of numbering resources.

Table 3 sets out for each Member State the different kinds of fees charged for the following
categories of numbers needed by each operator to provide public voice telephony services:

* standard telephone numbers (ITU-T Recommendation E.164) (for subscribers directly
connected to the operator),

e carrier selection codes (to select the operator)

» signalling point codes" (for interconnection with other networks at national (NSPC) and
international (ISPC) level).

Ireland, Austria, Sweden, Portugal and the United Kingdom do not charge for such numbers,
although often the right to use numbers is implicitly included in the licensing fees.

' Signalling Point Codes (SPCs) are used in public telephone networks using CCITT Signalling System No 7 (SS7).
SPCs are the addresses of the signalling points. Two types of SPC are usually individually assigned to network
operators: International SPCs and National SPCs. ISPCs are used in international transit networks, e.g. to address
networks which connect the various networks in a specific country or to identify the national gateways of the
various networks.
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2 CONSUMER’S CHOICE OF FIXED OPERATORS

This section analyses the fixed voice telephony market from the point of view of the consumers.

The following indicators have been considered: the percentage of subscribers with choice of
operators and the percentage of subscribers actually using a provider other than the incumbent. The
facilities used by the operators to provide public voice telephony services have also been included.

The data presented below has been provided by the national regulatory authorities and, unless
otherwise indicated, reports the position at August 2002. Figures for countries not included in the

charts are not available.

Figures are not comparable with those published in the 7t Implementation Report, since they are

now based on the percentage of subscribers rather than population.

2.1.PERCENTAGE OF SUBSCRIBERS WITH CHOICE OF OPERATORS FOR FIXED CALLS

The following charts show the percentage of subscribers with choice of operators for local, long-
distance and international calls and for direct access. The choice could be between only 2 operators,

between 3 to 5 operators or more than five operators.

Chart 16
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- Data for Belgium and Greece are not available.

- Figure for Denmark should be considered as minimum.

- Figure for France refer to end of March 2002.
- Data for Italy for "more than 5 operators" are not available.
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Chart 17
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- Figure for Denmark should be considered as minimum.

- Figure for Greece is not available.

- Figure for France refer to end of March 2002

Chart 18
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- Figure for Denmark, should be read as minimum.
- Figure for France should be read as maximum and refer to end March 2002.

28 - Telecommunications Regulatory Package - VIII Implementation Report — Annex | — Corrigendum March 2003




2.2.PERCENTAGE OF SUBSCRIBERS ACTUALLY USING AN ALTERNATIVE PROVIDER OTHER THAN
THE INCUMBENT

Unlike the previous indicators, that show the theoretic possibility of choice for the consumers, the
following charts show the percentage of subscribers actually using an alternative provider for voice
services.

Chart 19
Percentage of subscribers actually using an alternative provider for local
calls
40%
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X
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- Figure for Spain and France refer to subscribers using pre-selection and/or direct access only, and they should be
considered as minimum
- Figure for Denmark should be considered as minimum.

Chart 20

Percentage of subscribers actually using an alternative provider for long-
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70%

60% -
50% -
40% -

30% -

20% -
] I | I
0% a T T T T

- Figure for Denmark should be considered as minimum.
- Figure for Spain and France refer to subscribers using pre-selection and/or direct access only, and then should be
considered as minimum

2,4%
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Chart 21

Percentage of subscribers actually using an alternative provider for
direct access
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- Figure for Sweden should be considered as maximum.

2.3.FACILITIES USED BY NEW ENTRANTS TO PROVIDE VOICE TELEPHONY

This section provides information on the facilities used by new operators to offer voice telephony,
particularly to residential users.

The following charts show the estimated number of alternative operators using carrier selection,
carrier pre-selection or direct access to provide voice telephony services to residential users.

These figures are estimates provided by the national regulatory authorities and refer to July 2002.
The charts should be read separately and not summed up as country totals, since most operators use
more than one means of providing call services.

As indicated in the section on numbering, at the reference date used for these charts, carrier
selection and pre-selection was not yet available for local calls in Germany, but legislation has been
introduced recently. Furthermore, carrier pre-selection is not yet available in Greece, due to the
deferment granted until 1 January 2003. In the United Kingdom, carrier pre-selection for local calls
is only available via “autodiallers’.

Because of its small size, no distinction is made in Luxembourg between local and long-distance
calls.

The information is not available for Portugal.
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Chart 22
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99

90 —{D Local calls @Long-dist./ Internat. Calls }

B DK D EL E F IRL | L NL A FIN S UK

- Figure for Denmark should be considered as minimum.

- Data for France refer to May 2002.

- Figure for Ireland refers to August 2001.

- The United Kingdom estimate refer to residential and business users.

Chart 23
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- Figure for Denmark should be considered as minimum.

- In Germany, carrier pre-selection for local calls is not available yet.

- In Greece, the carrier pre-selection for all types of calls is not available yet.
- Data for France refer to May 2002.

In the following chart, figures refer to all types of calls (local, long-distance and international).
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Chart 24

Alternative operators using direct access for providing fixed voice
telephony to residential users (total EU: 164)
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- Figure for Denmark should be considered as minimum.

- Data for France refer to May 2002.

- Figure for Italy refers to the number of operators that signed a ULL contract with the incumbent, but not all of them
are so far operational.

- Figure for the Netherlands refer to local call; data for long-distance/international call is 2.
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3 PUBLIC NETWORK INTERCONNECTION AND INTERCONNECTION CHARGES

3.1. FIXED-TO-FIXED INTERCONNECTION CHARGES

The following charts show the per-minute interconnection charges for call termination on the
incumbent’s fixed network, based on the first three-minute call at peak rate.

The charts show the absolute value of the interconnection charges (in €-cents) as of 1 August 2002,
in comparison to the value as at August 2001.

The figures may have been approved by the NRA or simply agreed between operators, where the
legal framework does not require NRA approval.

Interconnection charges for Spain refers to a standard single transit, but a different charge is applied
in Barcelona and Madrid (1,05 eurocents/minute)

In the case of France, in order to maintain consistency across Member States, the per minute charge
indicated does not include the per minute charge related to the cost of the 2 Mbit/s port, which,
however, according to ART, provides a better picture of the cost borne by the interconnecting party.
By taking this additional charge into account, per minute charges would be €-cent 0.62, €-cent 1.26
and €-cent 1.76 respectively at local, single transit and double transit interconnection levels.

Charges for Netherlands apply from 1 Sept. 2002.
Figures for Austria are valid until 30.06.2002.

In_Finland there are about 50 SMP operators who apply different interconnection charges. The
charts refer to charges applied by the two major operators Elisa (FIN) and Sonera (FIN2).

Charge for Germany for single transit level is not comparable to last year, since the Regio50 and
Regio200 zone rates have been unified in a unique single transit charge.

The EU average is a simple, rather than a weighted average.
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Chart 25

Interconnection charges for call termination on fixed network
Local level - EU average: 0,77 €-cents
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- In Luxembourg there is no distinction between local and long-distance domestic calls.

Chart 26
Interconnection charges for call termination on fixed network
Single transit - EU average: 1,09 €-cents
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- Figure for Germany for the year 2001 is the simple average between the Regio50 and Regio200 zone rates.
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Chart 27

Interconnection charges for call termination on fixed network
Double transit - EU average: 1,74 €-cents
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- Data for the United Kingdom refers to a 100-200km connection length. For length less than 100 the interconnection
charges at double level is 1,11184; and for more than 200km is 1,7832

3.2.LEASED LINE INTERCONNECTION CHARGES

This section shows the monthly rental and the one-off charges for short-distance leased lines (local
ends, excluding VAT) up to 2 and 5 km provided by the incumbent operator to other interconnected
operators. An estimate of the total average monthly rental cost (based on the total cost for the first
year) is also presented.

Deviations for the monthly rental from the “recommended price ceiling” set in Commission
Recommendation 1999/3863 of 24 November 1999 are also shown. The recommended price
ceilings are:

* € 80/month for a 64 Kbit/s leased line part circuit up to 5 km

* € 350/month for a 2 Mbit/s leased line part circuit up to 5 km;

* € 1 800/month for a 34 Mbit/s leased line part circuit up to 2 km;

* €2 600/month for a 34 Mbit/s leased line part circuit up to 5 km.

These figures have been provided by the national regulatory authorities through the questionnaire
for the 8" Implementation Report and the replies to the ONP COMO02-18 Document. Figures
indicate the position in August 2002.
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|64 Kbit/s part circuit

Chart 28

Monthly rental for leased line IC of a 64 Kbit/s part circuit
EU average 2 km: 85€
5km: 108€
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- Figure for Greece refer to August 2001.
- Figure for Denmark in force since October 2002.

Chart 29
One-off charge for leased line IC of a 64 Kbit/s part circuit
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- Figure for Denmark in force since October 2002.
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Chart 30

Average monthly total cost for leased line IC of a 64 Kbit/s part circuit
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- Monthly rental for Greece refers to August 2001.
- Figure for Denmark in force since October 2002.

2 Mbit/s part circuit

Chart 31
Monthly rental for leased line IC of a 2Mbit/s part circuit
EU average 2 km: 295€
5km: 389€
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- Figure for 2km for Greece refers to August 2001.
- Figure for Denmark in force since October 2002.
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Chart 32
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Chart 33
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- Monthly rental for 2km for Greece refers to August 2001.
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34 Mbit/s part circuit]

Chart 34
Monthly rental for leased line IC of a 34 Mbit/s part circuit
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- Figure for Denmark in force since October 2002.
- Figure for Greece refers to 2001

Chart 35

One-off charge for leased line IC of a 34 Mbit/s part circuit
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* Value not to scale
- Figure for Denmark in force since October 2002. One-off charge in the chart refers to 2km. One-off charge for 5 km is
55 458¢€.
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Chart 36
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- Figure for Denmark in force since October 2002.

Chart 37
Average EU deviation from price ceiling for leased lines interconnection
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3.3.FIXED-TO-MOBILE INTERCONNECTION CHARGES

This section shows the per-minute interconnection charges for fixed call termination on the
networks of mobile operators. Charges are for calls originating in the same countries, except for

Finland, where charges for mobile termination of international fixed calls are considered.

The charges are based on the first three-minute call at peak rate, except for Finland, where the
average peak/off-peak rate set by the NRA has been shown. Different charges may apply for call

termination on other mobile networks.
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Except for Germany, the figures have been collected by the NRA, and give the position in August
2002. Data for Germany are not publicly disclosed by the NRA and the figure shown in the chart
was provided by Cullen International.

In the following chart figures are shown for a total of 12 operators with SMP in the national market
for interconnection (Belgium, France, Ireland, Italy, Spain and Sweden). Figures for all the major
mobile operators in each country are also shown (24 operators with SMP in the national mobile
market). Denmark and Portugal applied to the non-SPM operators the same interconnection price as
for the SMP operators in the mobile market.

In France, mobile-to-mobile interconnection charges are based on the "bill and keep" principle, so
operators do not define termination charges.

Tariffs for Portugal are valid until 30.09.2002. Then, according to a NRA's decision they will be
progressively reduced to 18.7 cents/min.

Data for Finland indicate the interconnection charges for an international fixed call to a mobile
network (interconnection charges also apply to mobile-to-mobile calls). No mobile wholesale
termination charges exist for call originating on national fixed network; instead, so-called “end-
user” charges are levied.. The originating fixed operator charge a customer for a fixed network
retail charge and for a mobile network retail charge (to be forward to the mobile operator). Both
fixed and mobile operators determine the charges of their own segments. Example of fixed-to-
mobile retail call charge (including VAT at peak rate) is 0,27€ for Sonera and 0,26€ for Radiolinja.
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Chart 38
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(*) SMP operators in the national interconnection market
(+) SMP operators in the national mobile market
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Charge for the SMP operator Telia in Sweden refers to a weighted peak/off-peak average rate, set
out by the NRA. Charges for the other operators refer to a per minute peak rate. The SMP
designation for Tele2 Mobil and Vodafone has not taken effect due to pending court proceedings.
The following chart shows the mobile termination charges for the year 2001 and 2002 for the main
EU operators. EU weighted average trend is also shown.

Chart 39
Fixed-to-mobile termination charges 2001-2002
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4 MOBILE MARKET

4.1.MOBILE PENETRATION

The following charts estimate for each Member State the number of mobile subscribers and the
penetration rate in 2002 for second generation mobile services (DCS-GSM). Growth in the
penetration rate since August 2001 is also shown.

Subscriber figures are taken from FT Mobile Communications (August 2002) except for Germany,
Austria and the Netherlands, where updated figures were provided by the respective NRAs. Data
show the situation as at August 2002 and include both post-paid card and pre-paid subscribers.

EU average is a simple, rather than a weighted average.

The following chart shows the absolute number of mobile subscribers in each Member State
(columns) and their penetration rate (dots), expressed in terms of % of total subscribers over
population.

Figures for Italy, Spain, Sweden and Finland include analogue subscribers.

Chart 40
Mobile subscribers and penetration rate
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Chart 41

Mobile penetration and growth 2001-2002
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According to the Austrian NRA, the decline in the number of Austrian subscribers is due to a
revision in the definition of active subscriber. Non-regular users are excluded from these figures.

Chart 42
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Chart 43

EU average penetration rate

100%

90% +
80% -+
70% -+
60% +
50% -+
40% +

EU average penetration

30%

20% +
10% +

0% 1 1 1
1998 1999 2000 2001 2002

- EU average is a simple, rather than a weighted average.

4.2. PLAYERS IN THE MOBILE MARKET

This section shows the number of mobile licences granted in each Member State for the provision
of analogue, GSM 900, DCS 1800 and UMTS services.

The data on the number of licensed operators have been provided by the national regulatory
authorities and indicate the position in October 2002.

Chart 44 shows the number of operators licensed to provide digital mobile services (second-
generation) rather than the number of licences issued in each country. The number of operators
indicates the real magnitude of the choice of operators for customers of digital mobile services,
since very often operators have licences for both GSM 900 and DCS 1800. Mobile network
operators have been identified as having only GSM 900 or only DCS 1800 frequencies, or both (in
which case they have usually been granted a GSM 900 licence which has subsequently been
extended to the DCS 1800 band).

Information on mobile service providers'” has been included where available (without distinction
between local and national coverage).

In Finland, 21 local telephone companies have been awarded licences to operate local DCS 1800
services, but spectrum has been allocated to two mobile operators, Radiolinja and Suomen 2G, in
which those companies participate. Only 8 of these local companies are actually providing services.
The figure does not include 1 local GSM operator belonging to the Finnet Group (Alands) and 1
local GSM and 2 local DCS operators not belonging to the Finnet group. Only 3 mobile service
providers have started commercial operations.

Figure for France does not include 2 analogue, 6 GSM local and 6 DCS local licences granted to
the subsidiaries of the licensed mobile operators for the overseas departments".

'2 Mobile service providers are defined as entities authorised to offer mobile service under their own brand name
(dealing with marketing, billing, etc.), using a third party’s mobile network.
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Figures for Italy does not include the license of BLU since this has been withdrawn.

Chart 44
Operators authorised to provide digital mobile services
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* Values not to scale

The following chart shows the number of analogue licences still active in Europe and the date on
which the phasing-out of these networks is expected to be completed. All the analogue licences
have been granted to the subsidiary of the incumbent fixed network operator.

Chart 45
Analogue licences and phasing out
Total EU: 4 licences
2001 2002 2003 2004 2005 2006 2007

1 Département de la Réunion, Antilles Frangaises, Guyane; fle de Saint Martin et Saint Barthélémy)
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Chart 46 shows the number of UMTS licences granted in Europe. The great majority of licences
have been granted to players still active in the second generation market, and 14 licences have been
granted to new entrants.

Figure for Finland does not include a local service provider.

Chart 46
UMTS licences
Total EU: 62 licences
8
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4.3.0OPERATORS’ MARKET SHARES

The following charts show the market shares, in terms of subscribers, of the main competitors in the
second generation mobile market.

Since in four countries the incumbent’s subsidiary is still providing the analogue service on the
basis of a de jure or de facto monopoly, the operators’ market shares have been calculated on two
different relevant markets: the overall mobile market (including analogue, DCS 1800 and GSM 900
subscribers) and the digital market only (DCS 1800 and GSM 900).

Data concerning shares of the mobile market are based on estimates of the number of mobile
subscribers, taken from FT Mobile Communications, and refer to August 2002. They have been
compiled on the same basis in each country, and are therefore comparable. However, different
figures might be obtained if the underlying raw data were collected/estimated on a different basis
(number of subscribers, pre-paid card, minutes of conversation, etc.) or if a different method of
calculation was used.

Apart from the United Kingdom, the leading operator is a subsidiary of the incumbent fixed
network operator.

Chart 47 shows the shares of the leading operator, of the main competitor and of the other
competitors on the digital mobile market only (100%).
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Chart 47

Digital mobile market share
(GSM 900/DCS 1800)
100% , = s
° & X S BN 3 R Q 2 Y 3
) Sl 2l lg]||e ul = | IR |8 |9 s
(S R « < - A « x 0 g 9 A
S o | ] ]= 3 O =
< S5 o | e o
= R g ° ] = 5
3 S8 (7| s SEEARF RN
S RN 3 2 | |5 |2 5
N 3 o GO 0 - P>
0 N ® & | © —
50% - &
N X
O
&
0% -
B DK D EL E F IRL | L N A P FN S UK
[ Leading operator [0 Main competitor [J Other competitors

The following chart shows the share of the overall mobile market held by the mobile subsidiary of
the incumbent fixed operator. Where the incumbent still operates the analogue service, the shares of
the overall mobile market of their analogue and digital services are indicated separately.

Chart 48
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Chart 49

EU average mobile operators' market share
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4.4.MOBILE BASKET

The analysis of national (as opposed to roaming) mobile services is based on the OECD baskets for
GSM/DCS services, as provided by Total Research Teligen in the August 2002 T-Basket. Due to
significant changes in usage patterns the OECD baskets have been redefined with effect from
August 2002,

Since the results from the ‘new’ baskets are not finalised yet, the ‘old” OECD baskets will be used
in this section.”

The ‘old’ OECD baskets cover calls to local (70% of national calls) and distant (20% of national
calls) fixed line phones, mobile phones in the same network (10% of national calls), and
international calls.

All packages analysed are post-paid packages. The analysis is based on packages from the leading'®
operator in each country. Other providers may offer lower prices.

The low intensity basket will be typical for personal usage, with a weight towards afternoon and
evening, and a lower number of calls (total 202 calls per year, of these 2 are international).

The high intensity basket is more typical for professional usage, with a heavy weight towards
business hours, and far more calls than the low intensity basket (total 1272 calls per year, of these
72 are international).

The baskets cover all relevant charges, i.e. 1/5 of the activation charge, annual rental charges, and
call charges as defined above.

'* The ‘new’ baskets are not compatible with the “old” ones, in that they contain an SMS element, they include calls to
several mobile networks, and they do not cover international calls. The new baskets will cover more than one
operator per country, and a range of packages per operator. This means that the results from the new baskets will
come out very different from the results obtained in previous years.

" A full description of the methodology can be found in the document ‘OECD Telecommunications Basket
definitions’, June 2000, available at http://www.oecd.org/pdf/M00005000/M00005340.pdf

'® In terms of number of subscribers.
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The packages from each operator have been selected as appropriate for each of the two baskets,
based on an analysis of the range of packages offered.

Several packages offer an amount of free calls, included in the package price. These free calls are
subtracted from the usage charges.

Chart 50
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Chart 52

Variation in the average mobile expenditure, personal profile
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5 LOCAL ACCESS AND PRICING

5.1.BROADBAND ACCESS

This section provides data on the number and type of broadband lines supplied by both incumbent
operators and new entrants in the EU. It also contains information on access lines provided by
means of alternative technologies such as wireless access (WLL), satellite and cable modem:s.

Information have been collected from the national regulatory authorities though the ONP COMO02-
18 questionnaire on data for local broadband access. Given the rapid developments in this sector, it
has been agreed with NRAs to update the ONP questionnaire data on a regular basis in January,
July and October. Unless otherwise stated data below refer to the situation as at 1% October 2002.

For the collection of data the following concepts have been used:

*  “New entrants” refers not only to alternative telecommunications operators, but also include the
internet service providers (ISPs);

* In the case of full unbundling, the copper pair is rented to a third party for its exclusive use;

* As fully unbundled lines (ULL) supplied by incumbent to new entrants could in principle be
used for services other than broadband the total number of ULL for access to internet will be
lower than the total number of ULL;

* In the case of shared access, the incumbent continues to provide telephony service, while the
new entrant deliver high speed data services over the same local loop;

» Bitstream access refers to the situation where the incumbent installs a high speed access link to
the customer premises (e.g. by installing its preferred ADSL equipment and configuration in its
local access network) and then makes this link available to third parties, to enable them to
provide high speed services to customers. The incumbent may also provide transmission
services to its competitors, to carry traffic to a “higher” level in the network hierarchy where
new entrants may already have a broadband point of presence;

* In contrast to bitstream access, simple resale occurs where the new entrant receives and sells on
to end-users - with no possibility of value-added features to the DSL part of the service - a
product that is commercially similar to the DSL product provided by the incumbent to its own
retail customers, irrespective of the ISP service that may be packaged with it;

* Retail broadband access refers to the access provided to the end users;

e Incumbents’ DSL lines refers to the lines provided to end users by the incumbent, its
subsidiaries or partners;

* Other means of accessing the internet indicates connections by means of satellite, fibre optic,
powerline communications, etc;
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5.1.1. Wholesale access

This section shows the availability of wholesale access supplied by incumbents to new entrants.
Separate figures are provided for full unbundled lines, shared access and bitstream access
(wholesale DSL lines.

Table 4 Number of agreements for full ULL, shared access, bitstream access and resale.

N. of agreements N. of N. of agreements N. agreements
on fully unbundled | agreements on Wholesale DSL lines Wholesale DSL lines
lines shared lines supplied. Bitstream access supplied. Simple resale
B 7 4 4 12
DK 16 5 5 1
D 91 3 2 52
EL 2 0 0 0
E 6 6 38 n.a.
F 9 9 4 5
IRL 1 1 0 0
| 31 2 50 n.a.
L n.a. n.a. n.a. n.a.
NL 10 10 n.a. n.a.
A 12 0 24 0
P 4 n.a. 4 n.a.
FIN 180 80 60 35
S 33 33 4 5
UK 53 5 309 0
Tot. EU 455 158 504 110
Chart 54
Availability of wholesale access in the EU
Incumbent's PSTN activated main lines: 186,68 million
1.600.000
1.400.000 - 1348617
1.200.000 ’ml
1.000.000 -
800.000 -
600.000 -
400.000 -
200.000 - 27,700
0
& Fully unbundled lines
@ Shared access lines supplied by the incumbent to new entrants
O Wholesale DSL lines

56 - Telecommunications Regulatory Package - VIII Implementation Report — Annex | — Corrigendum March 2003




Chart 55
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Chart 57
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5.1.2. Retail broadband access to internet

This section show the availability of broadband access to internet for end-users provided by
incumbents (its subsidiary or partners) and by new entrants (alternative telecom operators or
Internet Service Providers).

Internet broadband access can be provided through different means: DSL lines, wireless local loop
(WLL), cable TV access (cable modem), dedicated leased lines and other access (like satellite, fibre
optic powerline communications, etc..)

New entrants’ DSL lines can be provided to end users by means of full unbundled, shared access,
bitstream access or resale.

Chart 58 shows the total number of broadband access to internet for each Member States provided
by both incumbents and new entrants and including all means of broadband connections.

Chart 58
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Chart 59

Availability of incumbent's and new entrants' retail broadband access to
internet, EU 15

7.000.000

6.000.000 -

5.000.000 -
(7]
2 4.000.000 -
L] | 2.791.919|
g, 3.000.000

2.000.000 - 1.656.700'

1.000.000 -

0 ,
@ Incumbent's DSL lines O Incumbents' access lines by other means
O New entrants' DSL lines on PSTN @ New entrants' access lines by other means
Chart 60
Availability of incumbent's and new entrants' DSL lines, EU 15

6.000.000

5.000.000
g 4.000.000
= 3.000.000
o
g, 2.000.000

1.000.000
0

Resale
Bitstream

Incumbents Full ULL access

New Shared
entrants access

60 - Telecommunications Regulatory Package - VIII Implementation Report — Annex | — Corrigendum March 2003



Chart 61

Availability of incumbent’s and new entrants’ retail broadband access to
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Chart 62
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5.2.PRICES FOR UNBUNDLED LOCAL LOOP

This section show the charges per unbundled loop (monthly rental and connection) in case of full
unbundled and shared access of the loop. Estimates of total average monthly rental cost (based on
the total costs for the first year) is also presented.
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In the following we assume that the loop is active and will be used to provide DSL services. In fact
some Member States (Belgium, Luxembourg and Portugal) charge a different price for the loop,
depending on if it is used for the voice telephony services or for DSL services. Furthermore,
Belgium applied a different price for non-active loop and in some Member States charges are

different in case of subsequent access.

5.2.1. PRICES FOR FULL UNBUNDLED LOCAL LOOP

In Belgium a supplementary fee of 28.29 for disconnection is also charged. It should be noted that a
disconnection fee is not charged to the incumbent's own retail market.

Data for the connection fee in Germany refers to a unique payment option.

The connection charge for Italy, also includes the charges for the "verification/preparation of the
copper line for the provision of ADSL service", that is always paid by the OLOs, except in the case
of an existing customer changing from the incumbent to the OLO.

Data for Finland refer to a weighted average of 44 SMP operators providing ULL. Prices vary
between 10 -31 € for the monthly rental and between 105 - 303 € for the connection fee.

Data for connection fee in Sweden refers to the first access. Charges for the following access is 85€.

Figure for the United Kingdom refer to an average based on determined price of 194€ per annum
for the monthly rental and on a price of 140€ per annum for connection fee.
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Chart 65

Monthly average total cost per full unbundled loop
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- Estimates are based on the total cost for the loop for the first year.

5.2.2. PRICES FOR SHARED ACCESS LOCAL LOOP

In Belgium a supplementary fee of 28.73€ for disconnection is also charged. It should be noted that
a disconnection fee is not charged to the incumbent's own retail market.

Connection fee in Denmark decrease to 57€, when taking over an existing shared access connection.
Data for the connection fee in Germany refers to a unique payment option.

Data for Finland refer to a weighted average of 44 SMP operators providing shared access to local
loop. According to the Telecom Market Act, monthly rental for shared access may add up to
maximum half the price for full unbundling. Prices for connection fees vary between 57€ and 260€.

Data for Sweden for connection fee refers to the first access. Charges for the following access is
85€.

Data for the United Kingdom refer to an average based on determined price of 84€ per annum for
the monthly rental and on a price of 186€ per annum for connection fee.
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Chart 66
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- Estimates are based on the total cost for the loop for the first year.
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6 INTERNET SERVICES

6.1.INTERNET MARKET DATA

This section provides information about the penetration of the internet in European households as
well as about the number of Internet Service Providers (ISPs).

The following chart shows the percentage of households having internet access, irrespective of the
technologies used: normal public switched telephone network (PSTN) or broadband access (DSL,
cable modem, ISDN, WLL).

The source of the data on internet penetration is the Flash Eurobarometer ‘Internet and the public at
large’ carried out for the Commission by EOS GALLUP Europe between May and June 2002.

A new survey will be carried out in November 2002 for which data will be available in December
2002.

The data on the number of ISPs and the availability of broadband access have been provided by the
national regulatory authorities.
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Chart 69
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- Data for B, D, IRL, L, NL and P are not available.
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Chart 71
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6.2.INTERNET ACCESS PRICING

This section deals with the cost of internet usage for residential (20 hours off-peak time usage) and
business (40 hours peak time usage of 40 ) through dial-up modems for access.

The figures and information are taken from a study carried out for the European Commission by
Total Research Teligen and give the position as at 1 May 2002.

For each profile of usage, the following charts show the lowest prices of dial-up services to ISPs via
a standard telephone line in each country. This has required the analysis of the telephony charges in
the 15 countries, in addition to the actual ISP charges, in order to find the best overall option for the
types of access described by the basket profiles..

The overall summary of the dial-up access information collected covers 92 different providers with
253 packages in the 15 countries.

The criteria for selecting the ISPs were that:
* The top 5 ISPs in each country should be covered,;
* Fewer ISPs could be covered as long as the combined market share was at least 80%;

» If the top 5 ISPs had less than 50% of the market, additional ISPs should be covered up to
around 80% combined market share.

The analysis of dial-up access includes:

* PSTN line rental charges for residential users. Any additional charges related to the selection of
the most appropriate tariff package for internet access is also included. This may for example be
a telephony charge related to a certain access option;

* PSTN call charges as applicable for internet access, either using the standard local call charges,
or charges defined in special internet access tariffs. Additional discounts are also analysed in
this context, where they may provide even lower access call charges, for example after a certain
period of access time. It should be noted that with many ISP services there are no call charges,
or different call charges from the carrier, as determined by the ISP;
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* ISP monthly rental and/or connection charges for each ISP package. Most ISPs identify their
packages for use by residential and/or business users;

* ISP charges related to usage. Such charges are normally given on a per hour basis, and are
accumulated to the number of hours or minutes of usage per month. Any amount of inclusive

time offered with the monthly rental charge is deducted from the actual usage. Many ISP
services do not have such charges;

Many operators or ISPs will have special dial up tariffs for internet access, and these have been
used where appropriate.
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7 PUBLIC VOICE TELEPHONY TARIFFS

INCUMBENTS’ RETAIL TARIFFS FOR PUBLIC FIXED VOICE TELEPHONY

This section examines the charging system, the line rental charges and the main tariffs for public
fixed voice telephony charged by the incumbent operators in each Member State'” in August 2002.
The price trend over the past four years is also analysed.

The incumbent operators still retain a large market share, but new entrants are increasingly gaining
market shares by offering cheaper prices for certain types of calls (usually long-distance or
international) or destination. The prices charged by incumbents do not necessarily, therefore,
represent the lowest prices available. A comparison between the rates charged by incumbents and
alternative operators for a sample of countries is shown at the end of this section.

The figures and information are taken from a study carried out for the Commission by Total
Research-Total Research Teligen. The data are collected from primary sources (i.e. directly from
the incumbent operators).

Different sets of charges for fixed national voice telephony services are shown in the following
sections:

- the minimum costs for different types of calls (local, long-distance, international calls and calls
towards mobile networks), depending on the charging system adopted;

- the monthly rentals charged by incumbent operators;

- the charges for a composite basket of calls (local, long-distance, international fixed calls and calls
to mobile), that gives an estimate of the average monthly spending by a typical “European
business/residential user” for the whole range (national and international) of calls;

- the charges for a_basket of national calls, that gives an estimate of the average monthly spending
by a typical “European business/residential user” for fixed national calls;

- the basket of international calls for each country that indicates the average price of a single call
from the originating country to all other OECD destinations. In addition, the price of individual
calls to specific destinations are also shown.

- the price of some individual calls (3- and 10-minute local, long-distance and international calls) at
peak time, inclusive of any initial charge. Furthermore, for incumbents which apply unit-based
charging, the price of a whole unit is calculated.

For the various types of calls, a benchmark based on a comparison with US and Japan is also
included. For the USA, the prices for national calls are those charged by Nynex/Bell
Atlantic/Verizon (in New York city)' and the prices for international calls are those charged by

""" The incumbent operators considered are the following: Belgacom for Belgium, Tele Denmark for Denmark,
Deutsche Telekom for Germany, OTE for Greece, Telefonica for Spain, France Telecom for France, Eircom for
Ireland, Telecom Italia for Italy, P&T Luxembourg for Luxembourg, KPN for the Netherlands, Telekom Austria
for Austria, Portugal Telecom for Portugal, Sonera for Finland, Telia for Sweden, British Telecom for the United
Kingdom.

The operator has changed name twice during the past five years. Prices for the same operator may vary depending
on the specific user location in the area covered by the local operator. We have taken the prices for New York city.
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AT&T. For Japan, the national call prices are those charged by NTT and the international call prices
are those charged by KDD.

The EU average tariffs shown in the charts are weighted average (by population of the Member
States in 1999) rather than simple averages.

7.1.CHARGING SYSTEM

The billing system for public voice telephony services usually comprises two components: an initial
charge applied at the beginning of a call and a charge for the remainder of the call (that may not
depend on the type of initial charge used).

7.1.1. Initial charges

There are different types of charges applied at the beginning of a call, either alone or in
combination. The charging method used for the remainder of the call may not depend on the type of
initial charge used. The types of charges are:

Call set-up charge raised at the start of the call (when the call is answered). This charge does not
offer any call time.

Initial charge that is used in the same way as call set-up, but in addition includes a certain number
of seconds call time before normal time-based charging starts.

Unit charge does in effect work the same way as the initial charge. A full unit is charged at the
beginning of the call, providing a certain number of seconds call time until the next unit is charged.
Depending on the principle used by the operator (synchronous / asynchronous) the number of
seconds call time in the first unit may be less than the specified unit duration.

Minimum charge is normally used with per second billing, to ensure the operator minimum revenue
per call. If the call duration is short, the actual call charge may be less than the minimum charge. In
such cases the minimum charge will be applied.

7.1.2. Charging system during the call

There are in principle 3 ways of charging calls. The fact that most operators tend to publish the
duration charges on a per minute basis does not itself indicate which system is used. The 3
principles are:

Real time charging (also known as per second billing) allows the cost of the call to be calculated to
the exact duration of the call (normally nearest second). Call set-up charge, initial charge or
minimum charge may be applied to this structure, in addition to the duration charge.

Unit based charging uses a fixed price unit. The duration of this unit will vary with the destination
of the call and time of day. Call duration will always be raised to a multiple of whole units, so the
user will nearly always pay for more time than is used. Call set-up charge may be applied to this
structure, but is relatively rare.

Fixed period charging uses a variable price, but fixed duration unit. The call is normally charged on
a per minute basis, or per 6 seconds. The price for the period will vary with destination and time of
day. The charged duration of the call will be raised to a multiple of whole periods. A call set-up
charge or initial charge is often implemented in the form of a higher charge for the first minute or
period. This initial charge may vary with destination and time of day.
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In August 2001 only the incumbents in Greece, Luxembourg, Austria and Germany (for local and
international calls) still use a unit-based charging system. No changes are reported since the
situation in August 2001.

Call set-up charges may vary according to the type of call (local, long-distance, international, calls
to mobile), and for international calls according to destination. In the case of international calls, the
minimum cost of a call may change according to the destination.

The following charts show the minimum cost, due to initial charges, for local, long-distance and
international calls and calls to mobile charged by the incumbent operators. The free call time (i.e.
the number of seconds of call time before normal time-based charging starts) is shown in brackets.
Values are expressed in €, including VAT. It should be noted that while some operators apply
identical set-up charges to local and long-distance calls, the free call times can vary, as is the case in

Austria and Portugal.
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' National calls and calls to mobile are charged per minute rather than the normal unit.
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7.2.MONTHLY RENTAL CHARGED BY THE INCUMBENT OPERATORS

The following charts show the incumbent’s monthly line rental charges for residential and business
users in August 2002 and the variation in nominal terms in each country since August 1998. In
order to reflect the real charges actually paid by users, values are expressed in €, including VAT for

residential users and excluding VAT for business users.

The incumbent operators in Italy, Sweden and the United Kingdom apply different monthly line
rental charges for residential and business users. In the Netherlands and Austria two different
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packages have been chosen for residential and business users, hence different charges. In the other
countries the differences between the types of users are due only to the exclusion of VAT for

business users.
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The following charts show the EU weighted average variation in nominal terms of the residential
and business monthly line rental charge.
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7.3.AVERAGE MONTHLY EXPENDITURE (composite call basket)

The figures presented in this section are intended to provide an estimate of the average monthly
expenditure of a “standard” European consumer (business and residential). The Basket
Methodology for Telecommunications Cost Comparison has been devised by the OECD and
accepted in most countries as the most stable and neutral method of comparison®.

The user is assumed to have a contract for the provision of voice telephony services with the
incumbent operator, and to use only this operator for all types of calls (local, long-distance,
international, calls to mobile). Since consumers are making increasing use of call-by-call carrier
selection, in particular for specific highly discounted types of calls (i.e. international and long-
distance), the figures given below are purely indicative, and do not necessarily reflect the cheapest
solution available.

The charts below show the average monthly expenditure for standard residential and business users
as of August 2002, expressed in €, based on the standard tariffs charged by the incumbent operators
(i.e. excluding any discount packages). This means that lower costs can be achieved if the user
subscribes to one or more discounted packages.

The basket of calls used to estimate average monthly expenditure is the new “composite OECD
basket™', which includes not only fixed national calls (as did the old basket), but also fixed
international calls and calls to mobile networks.

The OECD residential/business baskets are defined as follows (on an annual basis):

The fixed (i.e. non-recurring) charges include the annual line rental charge plus the charge for the
installation of a new line (depreciated over 5 years). Fixed charges for residential users include
VAT, while for business users VAT is excluded.

The usage charge for residential users refers to a basket of 1.200 national calls to fixed lines, plus
120 calls (with an average duration of 2 minutes) to mobile networks®, plus 72 international calls®.
The usage charges for national calls to fixed lines are calculated with a weighted distribution* over
14 distances from 3 to 490 km, at representative times of day (4 calls during the week and 2 during
the weekend). The call duration varies from 2.5 to 7 minutes, depending on time and distance. The

2 A full description of the methodology can be found in “Performance indicators for public telecommunications
operators”, ICCP Series No.2.2, OECD 1990.

2l The revised OECD baskets were adopted in May 2000.

22 Representing 10% of the number of calls to fixed lines.

3 Representing 6% of the number of calls to fixed lines.

* A full description of the revision to the baskets and the weighted distribution (distances, time and day points and call
duration) can be found in the document ‘OECD Telecommunications Basket definitions’, June 2000, available at
http://www.oecd.org/pdf/M00005000/M00005340.pdf
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usage for residential users is weighted towards off-peak hours, and with typically long calls. Only

36% of the calls are within normal business hours; 64% are for distances below 10 km; 9% are for
distances above 100 km.

The usage charge for business users refers to a basket of 3 600 national calls to fixed lines plus 360
calls (with an average call duration of 2 minutes) to mobile networks?, plus 216 international
calls®. The usage charges for national calls to fixed lines are calculated with a weighted
distribution® over 14 distances from 3 to 490 km, at representative times of day (4 calls during the
week and 2 during the weekend), and with a call duration of 3.5 minutes regardless of time of day
and distance. The usage for business users is weighted towards business hours, and with typically

short calls. Over 86% of the calls are within normal business hours; 64% are for distances below
10km; 12.5% are for distances above 100 km.
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7.4.FIXED NATIONAL CALLS

7.4.1. Prices charged by the incumbent operators for individual fixed national calls

This section shows the prices charged by the incumbent operators for individual fixed calls (the
same call prices apply to business and residential users). Where the incumbent operator uses a unit-
based charging system, the price of calls of different duration and/or distances may in some cases
be identical, where both calls are charged the same number of units. Any call set-up charges,
minimum charges and/or call specific duration allowances have been taken into account.

Prices refer to peak hours (weekdays 11.00) and are expressed in € including VAT. Except where
otherwise specified, the figures refer to August 2002.

Prices are indicated for three-minute and 10-minute calls over two distances: 3 km (equivalent to a
local call) and 200 km (equivalent to a national call). In several countries the tariff changes at
exactly one of these distances: in these cases, the rates for the lower distance band are used.

The price of a three-minute call is more affected by the magnitude of the call set-up charge than the
price of a 10-minute call.

Where different tariff packages exist (Austria and the Netherlands), the basic, residential package is
selected™.. Otherwise the standard tariff is used. No discount packages are taken into account.

The EU average value is the average of the EU countries weighted according to population in 1999.

»* The ‘Tik-Tak Privat’ Tariff Package offered by Telekom Austria has been used in this corrigendum for the 2002
values. In the initial version of this annex the ‘Standard Tariff” was used.

78 - Telecommunications Regulatory Package - VIII Implementation Report — Annex | — Corrigendum March 2003



Chart 83

Local call charge, 3 min

25

O Aug. 2001

20 m Aug. 2002

15 ~

10 ~

€-cents, VAT included

E EL L I D S N DK EUS5 P IRL FIN F A UK B

Chart 84

Local call charge, 10 min
70

OAug. 2001
@ Aug. 2002

60

54,4

50 -

50,7

40 -

€-cents, VAT included

22,7

FIN | E S EL P L N DK F EUS5 D IRL B A UK

Telecommunications Regulatory Package - VIII Implementation Report — Annex | — Corrigendum March 2003 - 79



Chart 85

National call charge, 3 min

60,0

40,0

50,0 - Aug. 2001

55,2

E Aug. 2002

30,0 ~

20,0 ~

€-cents, VAT included

10,0 ~

0,0 ~

L S DK NL

37,4
38,7
39,1

32,6

B A EL IRL FIN F EU5 E UK P

48,8

36,8

Chart 86

National call charge, 10 min

180

160 +—

O Aug. 2001

E Aug. 2002

140 -

120 -

100 -

80 -

60 -

€-cents, VAT included

40 -

20 ~

S L DK NL

159,7
115,5
112,6
144,2

93,7
96,5

B A EL FIN RL E F EUI5 P I

128,9

UK

122,7

80 - Telecommunications Regulatory Package - VIII Implementation Report — Annex | — Corrigendum March 2003




Chart87 Chart88

Local and national call charge, 3 min Local and national call charge, 10 min
EU 15 weighted average EU 15 weighted average
70 66,6 250
z %] 2 200 |
3 50 =) 3 168,9
= T -
2 127} 2
E 40 @ = 150 1344 115.5] 1050
<>t T ———e[354] §
30 & 100
E (=
3 20 @
J: 12,9 - 13’_8 ug 50 - _ = - -
101 1,1 207
0 0 .
1998 1999 2000 2001 2002 1998 1999 2000 2001 2002
-&-|ocal call charge, 3 min -o-National call charge, 3 min \ -B-|ocal call charge, 10 min _-@-National call charge, 10 min \

7.5.TREND OF THE BASKET FOR FIXED NATIONAL CALLS (NATIONAL BASKET)

The following charts show the variation of the monthly expenditure of residential and business
users on fixed national calls between August 2000 and 2002 (in order to maintain consistency over
time, the “old” OECD basket® is used, which, unlike the “composite”, does not include
international calls).

The variation in the international basket is shown in section 7.

Chart 89
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% A full description of the methodology can be found in “Performance indicators for public telecommunications
operators”, ICCP Series No.2.2, OECD 1990.
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7.6.ALTERNATIVE NATIONAL OPERATORS

This section compares the prices charged for public voice telephony services by the incumbent
operators in a sample of EU Member States and by the biggest competitor in each Member State.
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FIXED INTERNATIONAL CALLS

The following charts show the prices of the international call basket (an estimate of the average cost
of an international call in each country) and the actual price of a 10-minute call to specified
destinations (within Europe, to Japan and to the USA).

7.7.PRICE OF AN AVERAGE FIXED INTERNATIONAL CALL (international call basket)

The basket of international calls for each country provides an estimate of the average cost of an
international call.

For the basket comparison of international PSTN call charges, the OECD Traffic weight basket
methodology is used. The basket” calculates an_average charge for calls to all OECD destination
countries.

The residential basket includes VAT. Call charges are weighted between peak and off-peak hours:
25% for peak hours and 75% for off-peak hours. The business basket excludes VAT. Call charges
are weighted 75% for peak hours and 25% for off-peak hours. The average price of an international
call is lower for business users than for residential users because of the heavier weighting given to
three-minute peak-hour calls, which are on average cheaper than five-minute off-peak calls, and
because VAT is excluded for business users but included for residential users.

International call charges vary widely with the destination, and the basket results are based on a
weighted average call charge. Traffic weighting is used, as defined by the OECD for the destination
weighting, as per the revision in 2000. This method applies a weight to each destination based on
the traffic volumes reported on that route (ITU statistics).

The EU average value is the average of the EU countries weighted according to population in 1999.

27 A full description of the revision to the baskets and the weighted distribution (distances, time and day points and call
duration) can be found in the document ‘OECD Telecommunications Basket definitions’, June 2000, available at
http://www.oecd.org/pdf/M00005000/M00005340.pdf
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Chart 96
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7.8.PRICE OF CALLS TO EU, JAPAN, USA

The following two charts show the prices of a 10-minute international call (including VAT) during
peak hours (weekday 11.00) to four different destinations: neighbouring country”® (near EU), more
distant country® (far EU), Japan and the USA.

Figures are expressed in € at August 2002 values, including VAT, and they refer to the European
incumbent operators and the EU weighted average.

% The neighbouring countries are defined as: France for Belgium (and vice-versa);, Germany and the United
Kingdom; Sweden for Denmark and Finland; Italy for Greece (and vice-versa); Portugal for Spain (and vice-
versa), the United Kingdom for Ireland, the USA and Japan; Germany for Luxembourg, the Netherlands and
Austria.

The more distant countries are defined as: Greece for Belgium, Denmark, Germany, France, Ireland, Luxembourg,
the Netherlands, Austria, Finland, Sweden, the United Kingdom, the USA and Japan; Denmark for Greece, Spain,
Italy and Portugal.

29

86 - Telecommunications Regulatory Package - VIII Implementation Report — Annex | — Corrigendum March 2003



Chart 98

10 min. call to near EU country
5,0

4,5 O Aug 2001
4,0 E Aug 2002

4,63

3,63

2,79
2,65
2,97
3,07
2,60
2,91

€, including VAT

E | EUIS5 F A P EL UK

Chart 99

10 min. call to distant EU country

o

o
o u o v o w
1 1 | | 1

o

o

~—0Aug 2001
— @ Aug 2002

5,67

»

4,83

VAT
N

235
3,0

|
3,63

€, includ
NN
o O;
| |

1,5
1,0 7
0,5 A
0,0 +

E I L D F B N P EL EUI5 A S DK IRL FIN UK

Telecommunications Regulatory Package - VIII Implementation Report — Annex | — Corrigendum March 2003 - 87



Chart 100

10 min. call to USA
55

5,0

OAug 2001
4.5 @ Aug 2002
4,0

3,5 1
3,0
2,5
2,0 4
1,5 A
1,0 1

0
~
NL S D L B IRL

4,80

4,25
4,32]

3,85

2,97

,72
2,89
2,91

€, including VAT
2,70

0,5
0,0

E | EU1S F DK P EL A UK  FIN

Chart 101

10 min. call to Japan
14,0

0 Aug 2001

120 7 m Aug 2002

10,0

&
o

o
o

€, including VAT

>
<)

N
[}

o
o

L EL NL S A B

7.9.ALTERNATIVE INTERNATIONAL OPERATORS

F FIN D EU15 IRL | DK UK E P

The equivalent prices for competitor providers in the EU countries are shown in the charts below.

One competitor per country has been analysed. The prices are shown for a 10 minute call, at peak
time weekdays.

Prices include VAT and are applicable for August 2002.
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Chart 104
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10 min international call to Japan by alternative operators
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8 LEASED LINES RETAIL TARIFFS

This section contains an overview of prices charged by incumbent operators in each Member State
for national and international leased line services as at 1 August 2002 to end users. Figures do not
cover wholesale prices. Price developments are also analysed over the period August 1998-2002.

The figures and the information are taken from a study carried out by Total Research-Total
Research Teligen for the Commission. Data on standard retail prices charged by incumbent
operators have been collected in each country.

8.1.INCUMBENTS' NATIONAL LEASED LINES

National leased line data is provided from 1998 onwards. 2 distances are covered: 2 km (local
circuits), and 200 km. Tariffs are taken from the incumbent operator in each country. Other
operators may offer other prices.

In order to properly reflect the tariff structures used in some countries the circuits may be
considered in one of two different ways, depending on tariff structure. The one to apply will differ
from carrier to carrier. The principles used in this report for calculating the price of a full circuit are:

1: When tariff specifies local tail prices | 2: When tariff specifies a single price for the
separately, in addition to main circuit. circuit, end to end, including local tails.
Local tail length Main circuit length Local tail length Main circuit length

2 km circuit 1 km 0 0 2 km

200 km circuit 2 km 196 km 0 200 km

Note: The local tail length is per tail, i.e. there will be 2 such tails with each circuit.

Where several tariff options exist depending on type of location, the criteria for choice is as follows:
* 2 km circuits are always within a major city (usually the Capital)
* 200 km circuits are between a major city and a “minor” city

As the definitions vary between countries, the type of tariff option chosen will also vary. The
countries where the price may vary with location or other non-distance related definitions, are:
Belgium, France, Austria, Finland, Sweden and the UK.

Some operators apply termination charges per local end, without necessarily covering the local tail
circuit within that charge.

4 types of circuits are covered: 64 kb/s, 2 Mb/s, 34 Mb/s and 155 Mbit/s. As not all carriers publish
tariffs for all these bitrates and all years, there may be some gaps in the information, especially for
higher bitrates.

Some carriers offer 2 Mb/s circuits as both structured and unstructured. In this analysis only
unstructured circuits are included.

Also, some carriers offer different types of leased lines, often in the form of “basic circuits” and
circuits in a managed network. Only “basic circuits” are included in this analysis, as the managed
network services are not comparable between carriers.
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Lately a few carriers have decided not to publish their prices for some or all types of leased lines.
This makes it increasingly difficult to present a full overview of the prices in all 15 EU countries.

For the USA the prices of Verizon intra-LATA circuits for New York state have been used. The
bitrates of leased lines offered in some countries may be different from the ones found in most EU
member States. Some operators may offer 56 kb/s instead of 64 kb/s, 1.5 Mb/s instead of 2 Mb/s, 45
or 50 Mb/s instead of 34 Mb/s, and 140 or 150 Mb/s instead of 155 Mb/s. Prices shown in the
tables and graphs in this section of the report have been adjusted according to the difference in
capacity.

All prices are presented in EURO per month, excluding VAT.
National leased lines prices as at 1 August 2002.
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8.1.1. 64 Kbit/s

Chart 106
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Chart 107
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8.1.2. 2 Mbit/s

Chart 108
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Chart 109
Price for 2 Mb/s, 200 km circuits
160000
140000 +—| [32001
3 120000 +— @2002
©
S
£ 100000 -
[}
=
= 80000 A
s
[<F]
> 60000 -
[<%]
o
W 40000 ~
- N~ N~
(3] (-] ™
20000 - - = o
O |
B DK D EL E F IRL | L NL A P S UK USA- USA- JAP EU14
NY CA

- Data for Finland not available.

94 - Telecommunications Regulatory Package - VIII Implementation Report — Annex | — Corrigendum March 2003




8.1.3. 34 Mbit/s

Chart 110
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8.1.4. 155 Mbit/s

Chart 112
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Chart 113
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8.2.NATIONAL LEASED LINES PRICE TRENDS (1 AUGUST 1998 - 1 AUGUST 2002)

Chart 114
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Chart 116

EU average price variation since 1998, 34 Mb/s
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8.3.INTERNATIONAL LEASED LINES PRICES

This section examines the standard retail prices (annual rental) for international leased line services
(half-circuits in each country) charged by the incumbent operators in each Member State. An

analysis of the price development over the period from August 1998 to August 2002 is also
included.

Three destinations are covered: international half circuits to the nearest EU country (hereafter “near
EU”), to the most distant EU country (“far EU”) and to the USA.

Three types of circuits are considered: digital 64 Kbit/s, 2 Mbit/s and 34 Mbit/s. Given that price

information on 155 Mbit/s international lines is only available for a few Member States, the analysis
of these circuits is omitted.

The data is presented with the following parameters:

All charges in Euro per month

Excluding VAT

Germany is not included in the analysis because Deutsche Telekom does not publish prices
for international half circuits.

The years from 1998 are covered
Variable / 1 year contract (shortest term available).

AT&T prices are used for USA

Data refer to January for A, February for EL, F, I, NL and FI, April for B and DK, May for E, June
for S and UK, and July for IRL, L, and P.
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8.3.1. 64 Kbit/s

Chart 117
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Chart 118
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Chart 119

64 kb/s half-circuit prices to USA
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8.3.2. 2 Mbit/s

Chart 120
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Chart 121
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8.3.3. 34 Mbit/s

Chart 122
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8.4.INTERNATIONAL LEASED LINES PRICE TRENDS (1 AUGUST 1998 - 1 AUGUST 2002)

Chart 123
EU average price variation since 1998, 64 Kb/s
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9 EXCHANGE RATES

This section explains the exchange rates used in Annexes I and II.

9.1.EXCHANGE RATE USED IN SECTION 6 ON INTERNET, SECTION 7 ON PUBLIC VOICE TELEPHONY

TARIFFS AND SECTION 8 ON LEASED LINE TARIFFS.

Table 5 Exchange rates, national currency to Euro

Exchange rate to | Exchange rate to
euro <=2001 euro => 2002
EURO EURO

Austria 0.07267283 1
Belgium 0.02478935 1
Denmark 0.13430931 0.13430931
Finland 0.16818878 1
France 0.15244832 1
Germany 0.51129972 1
Greece 0.0029347 1
Ireland 1.26968004 1
Italy 0.00051646 1
Japan 0.00925189 0.00925189
Luxembourg 0.02478935 1
Netherlands 0.45378228 1
Portugal 0.00498798 1
Spain 0.00601012 1
Sweden 0.10794124 0.10794124
UK 1.62999185 1.62999185
USA 1.14495077 1.14495077

9.2.EXCHANGE RATE USED IN SECTION 1.5 ON ADMINISTRATIVE AND NUMBERING FEES

The exchange rate to Euro used in section 1.5 on administrative and numbering fees are the same as

in table 5, except for the following:

EURO
Denmark 0.1346058
Sweden 0.1146319
UK 1.4993537

9.3.EXCHANGE RATE USED IN SECTION 3 ON INTERCONNECTION AND SECTION 5.2 ON PRICES FOR
LOCAL LOOP

The exchange rate to Euro used in section 3 on interconnection and section 5.2 on price for local
loop are the same in table 5, except for the following:

EURO
Denmark 0.13460581
Sweden 0.10729038
UK 1.59387950
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ANNEXE 3

Tableau comparatif des tarifs d’ interconnexion proposés et des tarifs éablis par la BTA, en pulas
(BWP):

Tarifs proposes Tarifséablispar laBTA
Tarifsproposés | Tarifs proposés
par Mascom par laBTC

(en effet lorsdu Effectifs depuis Effectifsdesle
Opérateur différends) le 29/2/04 1/3/04
Terminaison sur
réseau BTC:
- Heures de pointe 24.0 35.0 15.0 11.0
- Heures creuses 19.1 25.0 12.0 8.8
Terminaison su
réseau Mascom :
- Heures de pointe 96.0 75.0 85.0 75.0
- Heures creuses 76.9 58.0 68.0 60.0

Note: 1 pula (BWP) = 0,20 USD.

23.09.2003
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