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Avant-propos et remerciements

Depuis plusieurs années déja, la Commission des Communautés européennes publie annuellement
une communication adressée au Conseil, au Parlement européen, au Comité économique et social
européen et au Comité des régions, dont I’objectif est de faire le point sur la mise en oeuvre de la
reglementation de I’Union européenne en matiere de communications electroniques. La derniere
mouture de ce rapport, également surnommé 10°™ rapport d’implémentation de I’Union
européenne, est parue en décembre 2004,

Mis a part un examen circonstancié de la situation réglementaire dans I’Union européenne et dans
les divers pays membres qui la composent, ce rapport fournit, dans son annexe I, une somme
colossale d’informations sur la situation du marché des communications électroniques en 2004 et
sur I’évolution observée entre 2003 et 2004. En plus de décrire de maniére extrémement compléte le
marché des télécommunications, les données statistiques livrées dans cette annexe ont le mérite de
reposer sur des methodologies unifiées et transparentes et permettent donc d’établir des
comparaisons pertinentes entre les divers pays considérés.

La Suisse se situant, géographiquement, économiquement et culturellement, au carrefour de
I’Europe, il elt eté regrettable de ne pas procéder a un méme effort de comparaison et d’analyse
pour notre pays. C’est la raison pour laquelle, nous nous sommes symboliquement et
matériellement invités, lorsque cela s’avérait possible, dans I’annexe 3 du 10°™ rapport
d’implémentation. Nul doute que nos voisins européens n’en tireront pas ombrage puisque nous
concedons avec modestie que sans leurs efforts rien n’edt été possible. A ce titre, nous tenons tout
particulierement & remercier Monsieur Carlos Perez Maestro, administrateur a la direction générale
de la société de I’information, pour son soutien aussi constructif que précieux.

Le présent rapport a donc pour vocation essentielle de comparer la Suisse avec les pays
membres de I’Union européenne et, le cas échéant, le Japon et les Etats-Unis, sur la base de
I’annexe 3 du 10°™ rapport d’implémentation de I’Union européenne, et de dresser un
panorama chiffré aussi complet que possible de la situation qui prévalait sur le marché suisse
des télécommunications en 2004. A cet effet, les diverses méthodologies €elaborées par la
Commission européenne ont éte rigoureusement appliquees. Signalons encore que les textes
en italiques sont directement tirés de I’annexe 3 du 10°™ rapport.

Le présent rapport n’est disponible qu’en langue anglaise. La synthese en revanche existe en
francais, italien, allemand et anglais.

! Commission des Communautés européennes, Communication de la Commission au Conseil, au Parlement européen,
au Comité économique et social européen et au Comité des régions, Réglementation et marchés des communications
électroniques en Europe 2004, COM(2004) 759 final, Bruxelles, 2.12.2004.
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Synthese
Valeur du marché (chapitre 1)

La valeur du marché suisse des télécommunications (incluant les services cable TV) se monte a
7.666 milliards d’euros en 2004 plagant la Suisse au 10° rang, par ordre décroissant, des pays de
I’Union européenne. Notre pays se situe derriere la Suede (8.28 milliards d’euros) et la
Belgique/Luxembourg (8.074 milliards d’euros), mais devant I’ Autriche (6.397 milliards d’euros).
En outre, I’OETI* prévoit une croissance de I’ordre de 2% en 2005 sur le marché suisse des
télécommunications, soit une croissance inférieure a la prévision faite pour les pays membres (+
4.3%). L’ impulsion devrait provenir essentiellement des marchés des services de télephonie mobile
et des services de données sur réseaux fixes. Les marchés de la téléphonie fixe et des services cable
TV devraient quant a eux rester relativement stables. En 2004, le marché suisse des
télécommunications est segmenté de la maniére suivante: 47% pour les services de téléphonie
mobile, 25% pour les services de téléphonie fixe, 17% pour les services de données sur réseaux
fixes et 11 % les services cable TV.

Fournisseurs de services de telécommunication sur réseau fixe (chapitre 2)

A I’instar de ce qui s’est passé dans les pays de I’Union européenne, on a assiste, en Suisse, a un
véritable afflux de fournisseurs de services de télécommunication lors de la premiere phase de la
libéralisation (+ 112.6% entre 1998 et 2001). Depuis 2001, la tendance s’est inversée, puisqu’une
trés légére baisse a été enregistrée (- 2.1% entre 2001 et 2003). En 2004, un fort regain d’intérét
s’est manifesté avec une hausse de 20% du nombre de fournisseurs.

En aolt 2004, la Suisse compte au total 127 opérateurs titulaires d’une concession, donc autorises a
exploiter un réseau public, et 145 opérateurs habilités a proposer des services de téléphonie vocale
publique. Ces chiffres - relativement élevés si I’on considere I’exiguité territoriale de notre pays —
situent la Suisse dans le premier quart des 25 pays européens. Signalons que depuis aolt 2003, le
nombre d’opérateurs de reseaux publics a augmenté de 10.4% tandis que le nombre d’acteurs sur le
marché de la téléphonie vocale a augmenté de 31.8%. Le nombre élevé d’opeérateurs susceptibles de
fournir des services de teléphonie vocale publique ne doit pas occulter le fait qu’il s’agit
uniquement d’une indication sur le potentiel de concurrence. La réalité est beaucoup plus nuancée
puisque seuls 36 opérateurs sur 127 sont véritablement actifs sur le marché. Cela représente un peu
plus de un sur quatre ce qui témoigne de la facilit¢ qu’il y a, en termes de procédures
administratives et de ressources financiéres, a obtenir I’autorisation d’exercer des activités sur le
marché suisse.

Lorsqu’on souhaite évaluer la situation concurrentielle qui prévaut sur le marché de la téléphonie
vocale, il peut étre utile de compléter les données présentées ci-dessus avec le calcul de la part de
marché combinée. A cet égard, on rappellera que cet indicateur exprime le nombre de concurrents
qui se partage 90% ou plus d’un marché donné. D’une fagon générale, la grande majorité des pays
de I’Union européenne ne compte pas plus de quatre concurrents importants sur le marché de la
téléphonie vocale. Avec une valeur de trois, la Suisse se situe donc dans la moyenne. Il existe
cependant un potentiel d’amélioration, puisque dans des pays comme la Suéde ou le Royaume Uni,
au moins neuf operateurs détiennent 90% et plus du marché.

2 Observatoire européen des technologies de I’information (2004) : European Information Technology Observatory
2004, Frankfurt a.M., Allemagne; voir www.eito.org.
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Les parts de marché gagnées par les opérateurs alternatifs fournissent également des indications
essentielles sur I’implantation de la concurrence et la vigueur de son développement. A cet égard,
on notera que les parts de marché de I’opérateur historique, exprimées en pourcentage du chiffre
d’affaires sur le réseau fixe, se situent en Suisse clairement en dessous des moyennes établies pour
les 15 pays de I’Union européenne, et ce pour tous les segments considérés du marché. Preuve en
sont les chiffres suivants, établis pour décembre 2003:

Parts de I’opérateur historique | Parts moyennes des opérateurs
Segments . . . ,
suisse historiques de I’'UE
A_ppels nationaux (locaux + longue- 65.7% 79 106
distance)
Appels internationaux 48.4% 59.9%
Appels vers les réseaux mobiles 61.9% 66.5%

* Moyenne simple (local + longue-distance / 2)

Dans notre pays, I’évolution des parts de marché constatée entre décembre 2000 et décembre 2003
présente une image contrastée selon les segments considéres. En effet, si la part de marché de
I’opérateur historique dans le segment des appels du réseau fixe en direction des réseaux mobiles a
diminué de maniere significative, le poids relatif de I’opérateur historique a en revanche légérement
augmenté en ce qui concerne les appels nationaux et internationaux.

Dans tous les cas cependant, qu’il s’agisse de la Suisse ou des pays de I’Union, on ne peut étre que
frappé par la divergence importante et persistante dans le temps qui existe entre les parts de marché
des différents segments examinés. La présence de ces différences semble indiquer que le potentiel
d’accroissement de la concurrence n’a pas encore été totalement épuisé sur certains segments du
marche.

Choix des consommateurs sur le marché des communications sur réseau fixe (chapitre 3)

Tant en Suisse que dans les pays de I’Union européenne, les usagers disposent, depuis la
libéralisation, d’une vaste palette d’opérateurs susceptibles de leur offrir des services de téléphonie
vocale.

En ce qui concerne le recours concret a ces nouvelles alternatives, on signalera qu’en Suisse 34.6%
des usagers font appel a un nouvel entrant pour I’acheminement de leurs appels nationaux et
internationaux, ce qui correspond, peu ou prou, a la moyenne européenne établie pour aolt 2004
(31.1%). Pour ce qui reléve des communications locales, 31.5% des usagers ont fait appel & un
opérateur alternatif, ce qui correspond a 11 points de plus que dans I’Union européenne (UE15).

Sur le front des raccordements d’abonnés, la Suisse présente quelques divergences avec ses voisins
européens. En effet, si en moyenne 6.5% des abonnés européens recourent a un operateur alternatif
pour leurs raccordements, ils ne sont en revanche que 0.6% dans notre pays. Force donc est de
constater que les usagers suisses ne disposaient pratiqguement d’aucune possibilité de choix a la date
considérée. La situation devrait néanmoins s’améliorer sensiblement si le dégroupage de la boucle
locale se concrétise et grace au lancement a vaste échelle de services téléphoniques sur réseaux
cablés.
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Interconnexion (chapitre 4)

On ne le répétera jamais assez, le niveau des redevances d’interconnexion joue un role capital sur
les possibilités qu’ont les nouveaux entrants de pouvoir accéder au marché dans des conditions
équitables et sur la vigueur de la concurrence qui s’exerce entre les divers fournisseurs de services
de télécommunication évoluant sur le marché. Dans cette perspective, I’interconnexion doit rester
une préoccupation essentielle des autorités de régulation.

Pour tous les services d’interconnexion considérés dans ce rapport, on mentionnera que les
redevances demandées en Suisse sont élevées par rapport a la moyenne européenne.

En Suisse, contrairement a d’autres pays d’Europe, il n’existe pas d’interconnexion locale entre les
réseaux fixes, mais uniquement une interconnexion régionale et nationale®.

Malgré une diminution de 13.2% de la redevance pour I’interconnexion régionale entre 2003 et
2004, la Suisse fait partie du groupe des pays les plus chers, mais cependant de loin derriere les
exceptions que sont la Lituanie, la Lettonie, la Slovaquie et Malte. La redevance pour la terminaison
des appels en interconnection régionale dépasse la moyenne européenne pondérée de 23%.

En dépit d’une baisse de 9.9% de la redevance pour la terminaison des appels en interconnection
nationale, la Suisse appartient, dans ce segment aussi, au groupe des pays les plus onéreux. Plus
précisément, huit pays affichent des montants plus élevés dont font partie les quatre pays cités plus
haut. Dans ce cas, la différence avec la moyenne établie pour les pays membres de I’Union
européenne est un peu moins substantielle sans pour autant étre négligeable puisqu’elle se monte
tout de méme a 17.5%.

En ce qui concerne le niveau des redevances d’interconnexion sur réseaux fixes, on signalera que
suite a deux procédures lancées par les sociétés TDC Switzerland SA (Sunrise) et MCI WorldCom
SA, la Commission fédérale de la communication a enjoint Swisscom SA, dans une décision du 7
novembre 2003, de procéder rétroactivement a une baisse des prix de I’ordre de 25% a 35% pour les
années 2000 a 2003. Swisscom SA a fait recours contre cette décision pour savoir si les redevances
d’interconnexion sont effectivement surévaluées ou non. En octobre 2004, le Tribunal fédéral a
décidé de renvoyer cette affaire devant la ComCom. Cette derniére a réaffirmé les ordres de
grandeur de la baisse de prix. Il est possible de recourir a cette décision.

Enfin, lorsqu’on examine les redevances d’interconnexion pour la terminaison des appels sur les
réseaux mobiles, force est de constater que les opérateurs de téléphonie mobile actifs sur le marché
suisse affichent en 2004 des prix qui comptent parmi les plus élevés d’Europe, et ce malgré une
baisse significative enregistrée entre 2001 et 2002 (- 21%). Avec une redevance d’interconnexion
ponderée de 22.72 centimes d’euros, la Suisse dépasse la moyenne pondérée européenne (UE15) de
54%. En 2004, dans aucun autre pays des prix plus élevés sont pratiqués. Fait intéressant, la
redevance d’interconnexion pour la terminaison des appels sur réseaux mobiles est en moyenne plus
de 12 fois supérieure a la redevance de terminaison en double transit de réseau fixe a réseau fixe.
Au niveau européen (UE15), ce rapport se monte a neuf si I’on considére uniquement les opeérateurs
ayant été désignés par les autorités nationales de régulation comme étant puissants sur le marché et
a 11 si I’on se limite aux autres operateurs.

¥ L’Union européenne utilise le terme « simple transit » lorsqu’elle parle d’interconnexion régionale et de « double
transit » lorsqu’elle parle d’interconnexion nationale. Dans I’annexe, nous utiliserons la terminologie de I’Union
européenne.
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Mentionnons encore que le niveau élevé des redevances de terminaison exigées par les opérateurs
de téléphonie mobile suisses n’a pas laissé indifférentes les autorités de régulation de notre pays. A
cet égard, on rappellera que la Commission de la concurrence a ouvert, le 15 octobre 2002, une
enguéte contre Orange, Swisscom Mobile et Sunrise, enquéte dont on attend les conclusions.

Marché de la téléphonie mobile (chapitre 5)

En ao(t 2004, le taux de pénétration de la téléphonie mobile se monte a 87%, ce qui correspond
exactement a la moyenne pondérée des pays de I’Union européenne (EU15). Le taux de croissance
de la téléphonie mobile en Suisse observeé entre 2003 et 2004 était Iégérement supérieur a la
moyenne européenne (6.1% contre 5.7%). Signalons encore que quatre pays en Europe (EU25) ont
dépassé le seuil des 95%, soit I’ltalie (98%), la République Tchéque (99%), la Suede (103%), et le
Luxembourg (122%).

En 2004, quatre opérateurs étaient actifs sur le marché de la téléphonie mobile, soit trois opérateurs
exploitant un réseau de la deuxiéme génération et un opérateur se bornant a revendre des services de
télécommunication (Tele2). Notons que Tele2 est maintenant aussi actif a Zlrich avec un réseau
régional lui appartenant. Le nombre d’opérateurs exploitant un réseau en Suisse se situe dans la
fourchette que I’on peut dégager pour les pays de I’Union (entre deux et cing). En ce qui concerne
le nombre d’opérateurs n’exploitant pas de réseau mais proposant des services de
télécommunication, la Suisse fait clairement partie du groupe de pays ou cette alternative est peu
développée. Dans d’autres pays au contraire, ce type de fournisseurs dépasse trés largement le
nombre d’opérateurs exploitant un réseau. En guise d’illustration, citons le Royaume Uni, la Suede
et la Lituanie qui affichent les nombres les plus élevés, soit respectivement 59, 21 et 21.

Malgré un nombre d’acteurs finalement assez semblable aux pays qui nous entourent, la
concurrence sur le marché suisse de la téeléphonie mobile présente certaines singularités par rapport
a celle qui régne sur d’autres marcheés de la téléphonie mobile en Europe.

Premiérement, la Suisse est, avec la Slovénie et Chypre, le pays dans lequel la filiale de I’opérateur
historique détient la part de marché la plus importante, mesurée en pourcentage du nombre
d’usagers. Plus concrétement, Swisscom Mobile peut se prévaloir de posséder 61% du marché, cette
valeur se situant tres nettement au-dessus de la moyenne européenne (42%). En fait, lorsqu’on
examine I’évolution de la répartition des parts de marché entre I’opérateur historique et ses
concurrents depuis 1998, on constate que la situation suisse en 2004 correspond, plus ou moins, a
celle qui prévalait en moyenne dans les pays de I’Union en 1998. Si le faible poids des nouveaux
entrants peut témoigner des difficultés qu’il y a a s’implanter sur un marché en ayant une longueur
de retard - difficultés qui sont d’autant plus grandes dans un secteur ou le taux de desserte et la
qualité des services jouent un rdle prépondérant -, il semble également exprimer I’attachement
indéfectible qu’éprouvent les usagers suisses a I’égard de leur entreprise nationale. Relevons que
cette derniere assertion semble d’ailleurs étre corroborée par le fait qu’il existe des différences de
prix entre Swisscom Mobile et ses principaux concurrents Sunrise et Orange, différences qui
deviennent d’autant plus substantielles a mesure que le niveau de consommation s’éleve.

Deuxiémement, I’utilisation de la téléphonie mobile en Suisse est tres colteuse par rapport a
I’Europe, et ce quel que soit le volume de consommation considéré. Dans tous les cas de figure
examinés, les valeurs se situent clairement au-dessus des valeurs moyennes européennes.
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La portabilité des numéros (chapitre 6)

La portabilité des numéros, instrument visant & accentuer la concurrence, est disponible en Suisse
depuis le ler mars 2000. Cet outil permet aux usagers de conserver leur numéro de téléphone
lorsqu’ils changent d’opérateur. Depuis son introduction, le nombre de numéros portés a été plus
important sur les réseaux mobiles que sur le réseau fixe. En 2003, 16'693 numéros ont été portés sur
le réseau fixe, soit une croissance de 29% par rapport a 2002. Concernant les réseaux mobiles, la
Suisse comptait 118113 numéros portés en 2003. L année 2004 fut marquée par une surprenante
diminution du nombre de numéros portés (-31% par rapport a 2003). Le prix chargé par I’opérateur
historique suisse aux opérateurs alternatifs pour porter un numéros est relativement haut en
comparaison avec les pays de I’Union européenne (20.23 euro pour la portabilité fixe et 18.93 euro
pour la portabilité mobile).

Acces a la large bande et prix (chapitre 7)

En Suisse, les acces a la large bande sont dans leur grande majorité proposés sous la forme de la
technique ADSL et du céble-modem. L’importance quantitative des autres moyens d’acces
(satellite, fibre optique, PLC, WLL, lignes louées, 3G) peut étre considérée comme une part
négligeable du marché global de la large bande.

Swisscom offre depuis octobre 2000 des accés ADSL a diverses largeurs de bande. Méme si
d’autres entreprises (28 revendeurs directs® en juillet 2004) fournissent également ces services, elles
dépendent néanmoins de I’offre en gros proposée par Swisscom. En effet, I’accés totalement
dégroupé, I’acces au raccordement d’abonné et le bitstream access n’ont pas encore été
concrétement mis en ceuvre en Suisse. La revente reste donc pour I’instant le seul moyen accessible
aux opérateurs alternatifs, mise a part la construction de leur propre réseau d’acces, pour pouvoir
commercialiser leurs propres produits. En Europe, la Suisse fait donc (encore) figure d’exception en
la matiére.

A I’image du Danemark et de I’ Autriche, la Suisse peut étre considérée comme un petit marché au
sein de I’Union européenne. Avec 1'066'000 acces large bande en juillet 2004 (656'000 acces ADSL
et 410'000 acces cable-modem), elle représente environ 3.6% du volume européen. En juillet 2004,
la Suisse possede un des taux de péneétration des acces a la large bande les éleves d’Europe, soit
14.5% de la population. Seuls le Danemark (14.7%) et les Pays-Bas (15.6%) affichent des taux plus
importants.

A P’instar de la majorité des pays de I’Union européenne, le marché des acces a la large bande
suisse affichait, entre juillet 2002 et juillet 2004, un fort de taux de croissance et ce quel que soit le
type d’acces (+ 550% pour les raccordements ADSL, + 116% pour les raccordements cable-modem
et + 266% pour I’ensemble des raccordements large bande) et atteste ainsi d’un dynamisme
comparable a celui de la téléphonie mobile a ses débuts.

Depuis juillet 2003, la tendance a la hausse se poursuit d’ailleurs puisque, fin 2004, la Suisse
compte 802'000 clients ADSL, dont 490'000, correspondant a 61% de parts de marché, a I’actif de
la filiale de I’opérateur historique Bluewin. En Suisse, il existe prés de 400 cablo-opérateurs, dont
une cinquantaine sont actifs sur le marché de I’Internet a large bande. L’ opérateur le plus important
est de loin Cablecom. A la fin de I’année 2004, le nombre de raccordements par céble-modem
s’éléeve a pres de 480'000, dont 285'000 a I’actif de Cablecom qui représente 59% du marché.

* Signalons que les 28 opérateurs concurrents ont & leur tour conclu des contrats de revente avec d’autres
fournisseurs. En Suisse, on dénombre environ 60 entreprises proposant des services ADSL.
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Signalons enfin que le lancement successif d’offres par les deux gros opérateurs que sont Swisscom
et Cablecom atteste de I’intensité de la concurrence sur le marché, du moins dans certaines régions.

En juillet 2004, la Suisse se différencie principalement des autres pays européens par les trois
aspects suivants:

e en comparaison avec I’année 2003, le partage devient de moins en moins équilibré, en terme
d’abonnés, entre les technologies d’acces ADSL et cable-modem (62/38%). En effet, au fur et a
mesure que le marché de la large bande se développe, cette proportion varie en faveur de
I’ADSL, qui peut s’appuyer sur une couverture nationale plus importante et qui bénéficie des
campagnes publicitaires offensives lancées par les revendeurs de I’offre de gros proposée par
Swisscom. A ce propos, la Suisse se situe a hauteur de la Belgique, du Royaume-Uni, de la
Suede et des Pays-Bas;

e la faible proportion d’accés a la large bande, en comparaison internationale, détenus par la
filiale de I’opérateur historique sur I’intégralité du marché (36%). Cette proportion place la
Suisse au 5°™ rang, entre le Royaume-Uni (25%), Malta (33%), la Lituanie (34%) et I’ Autriche
(35%), des pays européens dont I’opérateur historique (ou sa filiale) possede une part de
marché relativement faible;

e le partage relativement équilibré, en comparaison internationale, sur le marché ADSL entre la
filiale de I’opérateur historique et ses concurrents directs (respectivement 59 et 41%). Il est a
noter que la part de marché de la filiale de I’opérateur historique a augmenté de 3 points entre
juillet 2003 et juillet 2004 passant de 56% a 59%.

Prix de la télephonie fixe (chapitre 8)

En matiere de prix pour la téléphonie fixe notre pays affiche, en 2004, une situation trés contrastée
selon les segments de marché examinés.

En ce qui concerne le tarif de base pour un raccordement analogique, on mentionnera que la Suisse
se situe en dessus de la moyenne européenne pondérée (14.36 euros), avec un prix mensuel, TVA
incluse, de 16.48 euros. Si la Suisse a été tres clairement et durant longtemps 1’un des pays les plus
chers d’Europe, on notera qu’avec le temps le fossé se comble peu a peu. En effet, dans la plupart
des pays de I’Union I’on a procédé, depuis la libéralisation, a une augmentation des prix du
raccordement de maniere a ce qu’ils refletent plus adéquatement les colts effectifs. Or, depuis
janvier 1995, le prix du raccordement analogique n’a pas varié en Suisse, si I’on excepte la
répercussion des augmentations successives de la TVA.

La Suisse occupe également, en comparaison internationale, une position peu avantageuse du point
de vue du prix des communications locales. Cette situation s’explique essentiellement par
I’instauration, au printemps 2002, d’un tarif national unique, indépendant de la distance.

La situation se présente en revanche tout a fait differemment sur le segment du marché des
communications nationales, puisque la Suisse se situe dans le tiers des pays affichant les prix les
moins éleves. Plus précisément, le colt pour un usager suisse d’une communication nationale de
trois minutes, respectivement dix, est clairement en dessous de la moyenne européenne ponderée.

Enfin, en ce qui concerne le prix des communications internationales, notre pays occupe une
position exceptionnelle puisqu’il est presque impossible de trouver un pays dans lequel les prix sont
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plus attractifs. Plus est, les prix demandés se situent tres nettement en dessous de la moyenne
européenne.

Sept ans apres la libéralisation, la concurrence au niveau des prix semble continuer a jouer un réle
important puisqu’on ne peut pas (encore) observer un phénomeéne de nivellement des prix. Ainsi, si
I’on compare I’opérateur historique a son principal concurrent, I’on peut constater que le codt de
divers types de communications — variant en fonction de la durée et de la destination - est en général
inférieur de 10 a 20% chez Sunrise. Naturellement, il existe, au cas par cas, des alternatives encore
plus avantageuses sur le marché.

Tarifs des lignes louées de détail (chapitre 9)

Dans le domaine du marché de détail des lignes louées, Swisscom est toujours le seul opérateur a
offrir une couverture nationale. Swisscom propose des lignes louées a des prix différenciés selon la
destination, la distance et la largeur de bande. En raison de son importante couverture au niveau
national, Swisscom dispose d’une grande flexibilité pour fixer les prix facturés aux clients finaux.
En d’autres termes, cela signifie que les offres de Swisscom peuvent facilement s’adapter en
réaction aux prix plus avantageux fixés pas ses concurrents et ainsi étre revues a la baisse afin d’étre
plus compétitives.

En ce qui concerne les tarifs de I’année 2004, nous n’avons malheureusement aucune information
en notre possession. En effet, Swisscom ne transmet plus a la fondation Teligen d’informations
concernant ce segment de marché.

Cependant, si I’on se réfere aux années antérieures a 2004, et que I’on considere les tarifs pratiqués
par Swisscom, a partir des informations transmises par I'opérateur a la fondation Teligen pour les
comparaisons internationales, on constate dans la majorité des cas que les tarifs des lignes louées,
dans ou entre les villes, pour les débits 64kbit/s et 2Mbit/s sont en dessous de la moyenne de
I'Union européenne, variant entre 12% en dessous de la moyenne pour les lignes louées 64kbit/s de
200 km et 41% pour les lignes louées de 64kbit/s de 2 km.

En s’intéressant a I’évolution des tarifs depuis 1998, on remarque que pour les deux bandes
passantes et les deux distances considérées une baisse trés importante a eu lieu entre aolt 1999 et
aolt 2000. Entre 1998 et 2003, les prix ont baissé pour les distances de 2 km et 200 km
respectivement de 30 et 43% pour la bande passante de 64kbit/s et de 43 et 91% pour la bande
passante de 2Mbit/s. En comparaison avec les taux de décroissance européens moyens, les taux
suisses ont été plus conséquents, en particulier a I’intérieur des grandes villes (distance de 2 km).
Cependant, pour pouvoir apprécier la situation de maniére plus circonstanciée, il conviendrait
d’examiner le niveau des prix en vigueur en 1998.
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ANNEX 1

MARKET OVERVIEW
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SOURCES OF DATA PRESENTED IN THIS ANNEX

The data presented in the section on the value of the communications market come from the European Information
Technology Observatory (EITO) 2004. National regulatory Authorities (NRAS) and the European Commission have
agreed to use these data as a proxy for the overall market value and its breakdown by segments. These data were
prepared by IDC and the EITO Task Force on the basis of the information available as of December 2003.

Figures in sections 2 (players in the fixed market), 3 (consumers’ choice of fixed operators), 4 (public network
interconnection charges), 5 (mobile operators), 6 (number portability) and 7 (broadband access pricing) were provided
by the National Regulatory Authorities (NRAS) in response to a questionnaire on regulatory market data sent by the
Commission in June 2004.

Data on mobile subscribers (section 5) refer to the end of June 2004 and come from the NRAs and, where NRAs do not
have figures for the end of June, from the European Mobile Communications Report..

Data in section 7 on the number of broadband lines are provided by the NRAs and the national ministries through the
Electronic Communications Committee (COCOM). Data have been collected since July 2002 three times a year, in
January, June and October. The figures in this report refer to 1 July 2004.

Information in sections 8 & 9 (PSTN and retail leased lines pricing comparisons) is taken from a study carried out for
the Commission by Teligen-HI Europe. These data are collected from primary sources (i.e. directly from the incumbent
operators and new entrants) and checked by the NRAs. All NRAs, with the exception of Cyprus, Spain and
Luxembourg, provided comments and endorsed these data.

This annex includes information from the 10 New Member States that joined the European Union in May 2004
(Estonia, Latvia, Lithuania, Poland, Czech Republic, Slovakia, Hungary, Slovenia, Malta and Cyprus). In some cases
information on indicators is unavailable, with the result that some Member States are not included in some of the charts.
Footnotes below these charts indicate when this situation occurs.

A draft version of the charts in this annex was distributed to the NRAs before this report was finalised and a validation
meeting with representatives from NRAs and National Ministries took place on October 11.
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1 ESTIMATED SIZE AND GROWTH OF THE EU TELECOMMUNICATIONS MARKET

This section provides estimates of the value of the EU
telecommunications market and its breakdown into
main segments (voice telephony, mobile services,
switched data and leased line services).

All the data presented here are expressed in end-user
spending. Data for all years of the historical and the
forecasted period are expressed in nominal terms.

Figures for 2004 are forecasts by the European
Information Technology Observatory (EITO). Actual
values, calculated ex post, might differ from those
provided here.

EITO provides a combined estimate for Belgium and
Luxembourg. The figures given in the following charts
are estimates based on the relative numbers of fixed
lines and mobile subscribers in each of the two
countries. The data for Cyprus and Malta have been
estimated by the Commission.

The charts below show the value of the
telecommunications market, which encompasses the
following segments as defined by EITO:

e Fixed voice telephony services: This segment
includes carrier service revenues for
residential, business, national and
international voice services. It includes
services used primarily to transport or
enhance voice communication via the circuit
switched telephone network (fax machine
traffic is included in fixed voice services. It
includes local and long distance calling, fixed-
to-mobile; fixed charges (line rentals and
connection fees), and revenue from enhanced
services, such as call forwarding and caller

identification. Internet and online services are
not included in this segment. They are counted
in fixed data services.

Fixed data services: Services that can be used
to transport data via fixed lines. Increasingly,
data technologies allow for voice and data to
travel via the same network and/or
technologies. For example, IP technology is
increasingly used to transport voice. In such
cases, the voice portion is not separated from
the data communications revenue — both are
included in the data revenue. Fixed data
services include packet/cell services, Internet
access  (including dial-up), broadband
(including broadband revenues over cable
modem), VolP, and IP VPN.

Mobile telephone services: This segment
includes cellular/personal communications
services (PCS), Specialized Mobile Radio
(SMR), mobile data networks, and mobile
satellite services. It includes voice and data
and enhanced services, such as location-based
services. Mobile data services include SMS
and mobile Internet data services.

CaTV services: Includes revenues from basic
CaTV  subscriber  service  providing
transmission improvement and/or added
broadcast channels, plus revenues from
auxiliary CaTV services (such as pay-TV,
security services, or shopping) when provided
via a separate CaTV network. This includes
revenues from any operator, public or private.
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Figure 1 and Figure la display the estimated value of
the telecommunications market in the EU25 and in
Switzerland, as depicted above, and the trend since
2000. The inter-annual growth rate is shown in Figure
2.

The Swiss telecommunications market has been
expanding continuously. The yearly growth rates in
Switzerland are lower than the ones of the EU 25 since
2001. Moreover, the growth rates of the Swiss
telecommunications market have been decreasing each
year since 2001.

Figure 1
EU electronic communications market value (€ billion)
280
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Figure 1a
CH electronic communications market value (€ billion)
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Source for Switzerland: EITO 2003 (year 2000) and EITO 2004 (year 2001-2004).
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Figure 2

Yearly growth EU25 and CH
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Source for Switzerland: EITO 2002 (year 2000), EITO 2003 (year 2001) and EITO 2004 (year 2002-2004).

Figure 3 shows the relative value of the overall EU25 market value is estimated to be € 277
communications market in the New Member States billion, with the value of the EU15 estimated at € 256.8
compared to the overall EU25 market value. The billion and the New Member States € 20.2 billion.
Figure 3

The enlarged EU electronic communications market
(% of of the total market value)

10 new MS

7,3%

EU 15 pre-accession
92.7%
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Figure 4 displays the relative value of each of the four
market segments (mobile telephony services, fixed
voice telephony services and CaTV services) with
respect to the total national market. According to these
estimates, mobile revenues are the largest contributor
to the overall communications market in all Member
States and represent more than 50 % of the overall
national market in Lithuania, Luxembourg, Czech

Republic, Latvia, Slovenia, Italy and Slovakia. Mobile
revenues also represent 50% of the average market
value of the New Member States. Fixed and mobile
telephony services represent 72% of the Swiss
telecommunications market, compared to 77% of the
EU15 average and to 82% of the new Member States’
market.

Figure 4
Breakdown of national telecommunications markets (2004)
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Source for Switzerland: EITO 2004.

The following charts show how the mobile and the
fixed data services sectors have become the main
drivers of growth in the communications market, while
fixed-voice revenues steadily lose ground in Member
States.
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In Switzerland the mobile market makes the greatest
contribution to the growth of the total communications
market. The growth rates are, however, lower than the
European average. Other sectors of the Swiss market
remain relatively stable.




Figure 5

EU25 electronic communications market breakdown (€ billion)
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CH electronic communications market breakdown (€ billion)
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Source for Switzerland: EITO 2004.
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Figure 6

Breakdown of EU25 and CH telecommunications market
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2 PLAYERSIN THE FIXED MARKET

2.1.PLAYERS IN THE FIXED MARKET

This section looks at the number of fixed
telecommunications operators (fixed voice telephony
and network services) in the market. It includes data on
the estimated number of operators authorised to
operate a network and to provide public fixed voice
telephony, the number of players actually active in the
market and the incumbents’ market shares in the fixed
voice telephony market.

Data are provided by the national regulatory authorities
and refer to July 2004, also for Switzerland. The
figures include a variety of operators: fixed network
operators, service providers, cable operators as well as
wireless local loop, and mobile and satellite operators
for the fixed part of their networks and services.

Under the new regulatory framework for electronic
communications, operators are only subject to a
general authorisation regime. Undertakings may be
required to submit a notification but may not be
required to obtain an explicit decision or any other
administrative act. Granting of individual rights of use
is required only for scarce resources such as radio
spectrum or numbers.

Given the above, the quality of the information
provided by the NRAs on the number of operators is
variable, and while a number of NRAs are able to
provide very detailed information on the number and
characteristics of their national operators, other NRAs
no longer have precise information. Therefore, the
overall figures on the number of operators should be
considered as estimates.

There are two major developments in 2004 with
respect to previous years. The enlargement of the EU
gave rise to a significant increase in the number of
operators. This increase (23% in the number of
network operators and 28% in the number of voice
operators) is considerably higher than the increase in
the value of the market as described in the previous
section (Figure 3). The second development is the rise
in the number of operators at EU15 level (17% in
network operators and 3% in voice operators), which
means a halt in the downward trend observed since
2001. Although modest in the case of voice providers,
this change is in line with the renewed climate of
confidence  signalled in the Commission
Communication.

Among the voice telephony operators in the EU,
around half (some 830) actually provide services. In
the new Member States (NMS), where the
liberalisation process started later than in the EU15,
similar patterns can be observed in that new entrants
provide services to specific market segments. Again
competition in these countries is at an early stage and
largely concentrated in the international calls market.

The total number of major competing operators (i.e.
operators that along with the incumbent operator have
a combined market share of at least 90% of the global
telephony market;) in the EU is around 82. Only in 5
Member States there are more than 5 major competing
operators (Figure 12).
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Figure 7
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2.2.PUBLIC FIXED NETWORK OPERATORS

The chart below shows the estimated number of
network operators authorised to offer network services.
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 in the whole
national territory, whatever the geographical scope of
the service.

As at July 2004 there were a total of 2141 authorised
network operators in the EU.

In  Switzerland in 2004, there were 127
telecommunication services providers holding a
licence® and therefore authorised to operate a public
network. Compared with 2003° this figure has
increased fairly significantly, by 10.4%. In addition to
this, and taking into account its small size, Switzerland
has a relatively high value, which puts it in seventh
position in the European table.

® We have implicitly assumed that the category “operators
authorised to operate a public network and to provide public
telephone services” corresponded, in Switzerland’s case, to
licensed operators. Operators subject to the licensing regime
are those independently operating an extensive part of the
telecommunications installations (art. 4, para. 1 of the Law on
Telecommunications).

® Source: OFCOM Switzerland, The Swiss telecommunications
market — an international comparison, Extract from the 9"
European Union implementation report extended to include
Switzerland, Bienne, July 2004, p. 15.
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Figure 8
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Denmark: Due to the fact that in Denmark there is neither a licensing requirement nor a central register of operators, the number of operators
authorised to offer public voice telephony has been estimated using the number of allocated access codes. All providers offer nationwide services.

Simple resellers are excluded.

Germany: Figures refer only to the operators that received a licence before mid 2003.

Spain: Several operators have been grouped under the AUNA (7) and R brands (2)

Finland: 40 network operators are local incumbents and belong to the Finnet Group. 5 network operators belong to the Elisa Group.
France: Of the 148 operators declared, 109 are in a test phase (especially for WIFI)

Source for Switzerland: OFCOM Switzerland.

2.3.PUBLIC FIXED VOICE TELEPHONY OPERATORS

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 telephony could be provided by operators on an
own self-operated network or on a leased network. In
the first case, the operator provides voice telephony
over a network fully controlled, operated and (wholly
or partially) owned by it; in the second case the
operator operates, controls and manages the
transmission capacity leased from another operator.
Simple call-back and calling card services as well as
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).

Theoretically, a total of 145 operators’ are able to offer
voice telephony services in the Swiss market (Figure

" In the fixed telephony sector, Switzerland has 35 licence-
holding operators and 110 operators subject to the obligatory

9). In the European comparison, this puts Switzerland
among countries which have the highest number of
providers. Compared with the previous year, with 110
operators®, the recorded increase is fairly spectacular (+
31.8%).

notification procedure. Operators subject to the licensing
regime are those who independently operate an extensive part
of the telecommunications installations used for transmission.

® Source: OFCOM Switzerland, The Swiss telecommunications
market — an international comparison, Extract from the 9"
European Union implementation report extended to include
Switzerland, Bienne, July 2004, p. 16.
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Figure 9

Estimated number of authorised public fixed voice telephony operators
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Denmark: Due to the fact that in Denmark there is neither a licensing requirement nor a central register of operators, the number of operators
authorised to offer public voice telephony has been estimated using the number of allocated access codes. All providers offer nationwide services.
Simple resellers are excluded.

Germany: Figures refer only to the operators that received a licence before mid 2003.

Spain: Several operators have been grouped under the AUNA (7) and R brands (2)

Finland: 39 operators are local incumbents and belong to the Finnet Group. 5 national operators belong to the Elisa Group.

Source for Switzerland: OFCOM Switzerland.
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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 actual level of
competition. For this reason, where possible, an
estimate is given of the number of operators that are
active in the market. The following chart shows the
estimate of the number of operators active in the voice
telephony market at July 2004. Figures do not
distinguish between local and national operators.

Figure 10

In comparison with the preceeding Figure (Figure 10),
Switzerland, with 36 active providers, is one of the
leading countries. From this one can conclude that
approximately only every fourth licensed operator
actively offers voice telephony services.
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The chart includes cable TV operators that also provide voice telephone services

Denmark: Minimum figure based on the number of operators known to the NRA.
Spain: Several operators have been grouped under the AUNA (7) and R brands (2)
France: Only those operators that have responded to the ART statistical questionnaire. There are 23 operators providing local calls service (4 local
operators and 19 national operators) and 28 operators providing long-distance calls (4 local and 24 national operators)
Austria: Only operators that gave information on operating revenues for local/national/ international call services

Poland: data for voice operators refer to 2003
Sweden: 50 approx. for voice.

Source for Switzerland: OFCOM Switzerland.
Note: situation at the end of 2003

Many new entrants concentrate on specific segments of
the market or limit their activity to specific geographic
areas, thus having a limited impact on the national
market as a whole. To get an idea of the number of
fixed operators that are effectively competing with the
incumbent at national level, the following charts
(Figure 11 and 12) show, for each country, the number
of operators that have a combined market share, based
on revenues, of at least 90% on the total voice
telephony market including all types of calls (Local
calls to internet, local phone calls, long-distance and
international calls as well as calls to mobile). Only 5
countries have more than 5 competing operators
(including the incumbent) with such a combined

27 - Telecommunications

market share. These figures give an idea of the number
of major players operating in each national market,
although in many cases, competition is largely
asymmetric, with incumbents continuing to hold a
strong position. This situation can be observed in the
New Member States, where the fixed incumbent still
dominates the fixed voice market. In the Swiss fixed
network voice telephony market, three providers share
more than 90% of the market. This places Switzerland
at approximately the European average, but clearly
behind Sweden, Great Britain and Germany each with
at least nine operators.
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Figure 11

Number of the major competing players in the
fixed telephony market
10
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In Hungary there are 5 fixed incumbent operators, each of them former local monopolies in their primary areas. The level of competition in these 5
fixed traffic markets is not significant yet.

Source for Switzerland: OFCOM Switzerland.
Note: the overall market share of the fixed calls does not include Internet calls.

Figure 12
Incumbent's market share (by revenues) and number of operators with a combined 90%
market share of fixed calls
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Data for the Netherlands, Luxembourg and Portugal not available.

Data on market shares for Estonia and Czech Republic are confidential.

Belgium: No distinction between local and national calls

Denmark: Market share based on minutes, not on traffic

Slovakia: Only the incumbent operator is actually providing services.

Finland: The 3 incumbent groupings hold 93.4% of voice market

Sweden: Figure includes VolP players

Hungary: There are 5 fixed incumbent operators, each of them former local monopolies in their primary areas. The level of competition in these 5
fixed traffic markets is not significant yet.

Source for Switzerland: OFCOM Switzerland.
Note: the overall market share of the fixed calls does not include Internet calls.

Telecommunications Regulatory Package — 10" Implementation Report — Annex 1 - 28




2.4.INCUMBENTS’ MARKET SHARE IN THE FIXED VOICE TELEPHONY MARKET

This section shows the incumbents” market share in the
fixed voice telephony markets on the basis of both
retail revenues and outgoing minutes of traffic. Where
possible, figures for local, long-distance, international
call, calls to mobile and calls to internet are shown. It
has to be noted that, in Switzerland, local and long-
distance call data are no longer separated in 2003 due
to the introduction of the closed numbering plan in
March 2002. Since that date, the historic operator has
been applying a new charging system which offers
only one tariff, regardless of distance. We therefore
decided to display in 2003 an aggregated indicator
which combined local and long-distance calls.

Not all Member States collect both types of data, and
differentiation between the various markets is not
always available.

Figures in this section have been provided by NRAs,
also for Switzerland, and refer to December 2003,
except for United Kingdom (March 2004) and Austria
(September 2003).

In Cyprus the situation has changed very rapidly since
December 2003 and in September 2004 the incumbent

operator had lost 4% in the local/national market and
3% in the market for international calls.

The following chart shows the EU15 weighted average
trend for the incumbent’s market share in the major
segments of the voice telephony market since 2001
based on retail revenues. Data are not comparable with
data of previous reports, due to the fact that figures for
the years 2000, 2001 and 2002 have been updated to
reflect revised data received from several Member
States and the EU average is weighted on the national
population, while in previous reports a simple average
was shown.

Given that data was not available for all countries and
for all types of calls, the average EU data should be
considered as indicative. The figure for the local calls
market is an average of countries that represent more
than 90% of the EU population in 2001, 2002 and
2003; data for calls to mobile represent around 94% of
the EU population for the period 2003-2001 and 90%
for the year 2000; data for international calls represent
more than 96% of the EU population for all the periods
considered.

Figure 13
EU15 average incumbents' market share on the voice telephony market
(based on revenues)
95%
i
85% - Tl . 80.9%
o8, T o=
- — T = =
75% - [7a.6%) -~ —
*8 —_— 70.0%
S— w
T —— g™
65% —F [66.5%)
—O—
—0
55%
Dec. 2000 Dec. 2001 Dec. 2002 Dec. 2003
—<- +Local calls O~ Long-distance calls =2 rCalls to mobile ==International calls ‘

29 - Telecommunications Regulatory Package — 10" Implementation Report — Annex 1



Figure 13a

CH incumbents' average market share on the voice telephony market (based on revenues)
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Source for Switzerland: OFCOM Switzerland.
Note: the overall market share of the fixed calls does not include Internet calls.

The market shares in the fixed network market (Figure
13a) of the Swiss incumbent (Swisscom) differ quite
markedly from the European market shares. Whereas
the European incumbents are losing market shares
relatively uniformly in all the markets examined, two
contrary developments can be observed in Switzerland:
unlike in the EU, in Switzerland the incumbent’s
market shares have increased slightly for national
(local + long-distance) and international calls in 2003,
but remain well below the European values. On the
other hand, the market share for calls from the fixed
network to mobile networks fell between December
2000 and December 2001 by almost 20 points. This
evolution is essentially explained by the fact that new
mobile telephony operators started to attract a certain
number of customers which led to a reduction of the
incumbent’s market share. Market share was also
falling in the local call segment: from the end of 2001
it fell within a year from 85% to approximately 76%.
This shift may also be due to the introduction of the
closed numbering plan in March 2002, among other
things. Following the entry into force of this new
numbering plan, the historic operator changed its
charging system to offer only one tariff, regardless of
distance. Its competitors, for the most part, followed
the trend. A general reshuffle resulted from this.
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The following two charts show the incumbents’ market Swisscom international calls market share is lower than

share in the local, long-distance and international call in most european countries. The sole exceptions are the
market by retail revenues and by minutes of outgoing market shares for international calls in Finland,
traffic. The local calls market includes both local Sweden and the Netherlands. A similar situation also
phone calls and local calls to internet. As already prevailed in the case of market shares based on minutes
explained before, local and long-distance are no longer (Figure 15): in this case, only the incumbents of
displayed for Switzerland. Austria, UK and Germany have a lower market share

In comparison with the other European incumbents, at In the international calls segments.

the end of 2003, in terms of revenues (Figure 14),

Figure 14
Incumbents' market share in the national fixed telephony market
(Retail revenues-Dec. 2003)
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Data for local calls include calls to the internet.

Belgium: No distinction between local and national calls

Czech Republic: Confidential data.

Denmark: Figures not available. No distinction between local and long-distance calls

Estonia: Confidential data.

Ireland: Operators classify internet calls differently. They may be included in other call categories such as local only, national as well as internet,
therefore market shares are varied.

Italy: Due to a change in the operator basket and in the analytical methodologies, the data are not comparable with data released in 2002, which have
been recalculated on the new basis

Lithuania: Only the incumbent’s market share on the basis of total revenues from fixed telephony is available

Luxembourg: Data on revenues are not available. Data on traffic is a NRA estimate.

Hungary: VolIP is excluded as an access service, but included when used as a means of transport.

The Netherlands: Figures are indicative.

Austria: Figures refer to September 2003.

Slovenia: No distinction between local and long-distance.

Finland: Figures for local call share is the combined market share of TeliaSonera, Elisa and Finnet. 2002 figure was an estimate. Figures for long-
distance and international calls include TeliaSonera only.

Sweden: Detailed data are unavailable. Only a figure for the whole national fixed calls market, including internet, is available (56%).

United Kingdom: Market shares for the quarter to March 2004. Figures have been updated to reflect revised data received from operators

Source for Switzerland: OFCOM Switzerland.
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Figure 15

Incumbents' market share in the national telephony market
(Minutes of traffic-Dec. 2003)
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Data for local calls include calls to the internet.

Belgium: No distinction between local and national calls

Czech Republic: Confidential data.

Denmark: Detailed data are unavailable. Only a figure for the whole national fixed calls market, including internet, is available (63.64%).There is no
distinction between local and long-distance calls

Estonia: Confidential data.

Ireland: Operators classify internet calls differently. They may be included in other call categories such as local only, national as well as internet,
therefore market shares are varied.

Italy: Due to a change in the operator basket and in the analytical methodologies, the data are not comparable with data released in 2002, which have
been recalculated on the new basis

Lithuania: Only the incumbent’s market share on the basis of total revenues from fixed telephony is available

Luxembourg: Data on revenues are not available. Data on traffic is a NRA estimate. Local phone calls do not exist as a separate category from long-
distance calls

Hungary: VolP is excluded as an access service, but included when used as a means of transport.

The Netherlands: Figures are indicative.

Austria: Figures refer to September 2003.

Portugal: Data on traffic are estimates.

Slovenia: No distinction between local and long-distance.

Finland: Figures for local call share is the combined market share of TeliaSonera, Elisa and Finnet. 2002 figure was an estimate. Figures for long-
distance and international calls include TeliaSonera only.

United Kingdom: Market shares for the quarter to March 2004. Figures have been updated to reflect revised data received from operators

Source for Switzerland: OFCOM Switzerland.
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The following charts (Figures 16 and 17) show the Where possible, separate figures for local phone calls
incumbents” market share in the local calls market by and local calls to internet are provided.
retail revenues and by minutes of outgoing traffic.

Figure 16
Incumbents' market share in the local market
(Retail revenues- Dec. 2003)
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Belgium: No distinction between local and national calls

Czech Republic: Confidential data.

Denmark: Figures not available. No distinction between local and long-distance calls

Estonia: Confidential data.

Ireland: Operators classify internet calls differently. They may be included in other call categories such as local only, national as well as internet,
therefore market shares are varied.

Italy: Due to a change in the operator basket and in the analytical methodologies, the data are not comparable with data released in 2002, which have
been recalculated on the new basis

Lithuania: Only the incumbent’s market share on the basis of total revenues from fixed telephony is available

Luxembourg: Data on revenues are not available. Data on traffic is a NRA estimate.

Hungary: VolIP is excluded as an access service, but included when used as a means of transport.

The Netherlands: Figures are indicative.

Austria: Figures refer to September 2003.

Slovenia: No distinction between local and long-distance.

Finland: Figures for local call share is the combined market share of TeliaSonera, Elisa and Finnet. 2002 figure was an estimate. Figures for long-
distance and international calls include TeliaSonera only.

Sweden: Detailed data are unavailable. Only a figure for the whole national fixed calls market, including internet, is available (56%).

United Kingdom: Market shares for the quarter to March 2004. Figures have been updated to reflect revised data received from operators

Source for Switzerland: OFCOM Switzerland.
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Figure 17

Incumbents' market share in the local market
(Minutes of traffic- Dec. 2003)
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Belgium: No distinction between local and national calls

Czech Republic: Confidential data.

Denmark: Figures not available. No distinction between calls to internet and local phone calls

Estonia: Confidential data.

Ireland: Operators classify internet calls differently. They may be included in other call categories such as local only, national as well as internet,
therefore market shares are varied.

Italy: Due to a change in the operator basket and in the analytical methodologies, the data are not comparable with data released in 2002, which have
been recalculated on the new basis

Lithuania: Only the incumbent’s market share on the basis of total revenues from fixed telephony is available

Luxembourg: Data on revenues are not available. Data on traffic is a NRA estimate. Local calls do not exist as a separate category from long-distance
calls

Hungary: VolIP is excluded as an access service, but included when used as a means of transport.

The Netherlands: Figures are indicative.

Austria: Figures refer to September 2003.

Portugal: Data on traffic are estimates.

Slovenia: No distinction between local and long-distance.

Finland: Figures for local call share is the combined market share of TeliaSonera, Elisa and Finnet. 2002 figure was an estimate. Figures for long-
distance and international calls include TeliaSonera only.

United Kingdom: Market shares for the quarter to March 2004. Figures have been updated to reflect revised data received from operators

Source for Switzerland: OFCOM Switzerland.

Figure 18 shows the market shares in terms of minutes lowest position after Austria. The situation is quite
and revenue for calls from the incumbent’s fixed similar in terms of revenue, since Swisscom has the
network calls in general. It has to be noted that Internet third lowest market share in comparison to the
local calls are not included in the Swiss data. With European countries.

63.1% of market shares expressed in minutes,
Swisscom is the historic operator which has the second
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Figure 18

Incumbents' market share in the fixed telephony market
(Dec. 2003)
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Market share for all fixed calls including internet, except in Germany and Lithuania, where the figures for market shares based on traffic do not
include internet.

Belgium: No distinction between local and national calls

Czech Republic: Confidential data.

Estonia: Confidential data.

Ireland: Operators classify internet calls differently. They may be included in other call categories such as local only, national as well as internet,
therefore market shares are varied.

Italy: Due to a change in the operator basket and in the analytical methodologies, the data are not comparable with data released in 2002, which have
been recalculated on the new basis

Lithuania: Only the incumbent’s market share on the basis of total revenues from fixed telephony is available

Luxembourg: Data on revenues are not available. Data on traffic is a NRA estimate.

Hungary: VolIP is excluded as an access service, but included when used as a means of transport.

The Netherlands: Figures are indicative.

Austria: Figures refer to September 2003.

Portugal: Data on traffic are estimates.

Slovenia: No distinction between local and long-distance.

Finland: Figures for local call share is the combined market share of TeliaSonera, Elisa and Finnet. 2002 figure was an estimate. Figures for long-
distance and international calls include TeliaSonera only.

United Kingdom: Market shares for the quarter to March 2004. Figures have been updated to reflect revised data received from operators

Source for Switzerland: OFCOM Switzerland.

Figure 19 shows the market shares in terms of minutes Swisscom in fourth place behind Austria, Sweden and
and revenue for calls from the incumbent’s fixed Great Britain. From the small difference which exists
network to a mobile network. With 60% of market between these two values, it can be concluded that at
shares expressed in minutes, Swisscom positioned the end of 2003 Swiss customers of the incumbent
itself in the leading quarter of the historic operators might have to pay slightly more for calls from the fixed
which possess the lowest market shares. Swisscom’s to the mobile network than customers of its
market share in terms of minutes is slightly lower than competitors.

the one for revenue (62%). These values place
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Figure 19

Incumbents' market share in the calls to mobile market
(Dec. 2003)
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Czech Republic: Confidential data.

Denmark: Figures not available

Estonia: Confidential data.

Ireland: Operators classify internet calls differently. They may be included in other call categories such as local only, national as well as internet,
therefore market shares are varied.

Italy: Due to a change in the operator basket and in the methodologies of analysis, the data are not comparable with data released in 2002, which have
been recalculated on the new basis

Lithuania: Only the incumbent’s market share on the basis of total revenues from fixed telephony is available

Luxembourg: Data on revenues are not available. Data on traffic is a NRA estimate.

Hungary: VolIP is excluded as an access service, but included when used as a means of transport.

The Netherlands: Figures are indicative.

Austria: Figures refer to September 2003.

Slovenia: No distinction between local and long-distance.

Finland: Figures for local call share is the combined market share of TeliaSonera, Elisa and Finnet. 2002 figure was an estimate. Figures for long-
distance and international calls include TeliaSonera only.

United Kingdom: Market shares for the quarter to March 2004. Figures have been updated to reflect revised data received from operators

Source for Switzerland: OFCOM Switzerland; Swisscom F-20.
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2.5.PUBLIC OWNERSHIP OF THE INCUMBENT OPERATOR

The chart below shows the share of public ownership
in the incumbent operators. Only in Cyprus and
Luxembourg is the incumbent fixed operator fully
State owned. In six countries the incumbent is fully
privatised (Denmark, Spain, Ireland, Italy, Hungary
and the United Kingdom), although in some cases a
golden share mechanism exists. In most other countries
the State ownership is still significant at around 40%,
with 5 countries (Belgium, Czech Republic, Latvia,
Malta, Slovenia and Switzerland) where the State owns

Figure 20

more than 50% of shares. The most recent sales of
State shares took place in Germany and France.

The public ownership in Swisscom (62.7%) seems to
be rather high in regard with the other European
countries. Only Slovenia, Cyprus and Luxembourg
have a higher proportion. In many countries that
proportion is under 50%, meaning that the state is no
longer dominant. Few countries (Ireland, Italy,
Denmark, UK, Hungary and Spain) have already
totally privatized their incumbent.

Share of public ownership in incumbent operators, August 2004
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Source for Switzerland: Swisscom F-20.
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3 CONSUMERS’ CHOICE OF FIXED OPERATORS

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

The data presented below have been provided by the
national regulatory authorities and, unless otherwise
indicated, report the position as at July 2004. Figures
for countries not included in the charts are not
available. Figures are not always comparable with
those published in previous reports due to changes in

the methodologies and/or in the classifications used by
the Member States. Most Member States have revised
their methodologies in 2004 resulting in lower figures
than those reported in previous reports for both local
calls and long-distance/international calls.

Information on consumers’ use of alternative providers
is unavailable in the majority of the New Member
States.

3.1.PERCENTAGE OF SUBSCRIBERS ACTUALLY USING AN ALTERNATIVE PROVIDER OTHER THAN

THE INCUMBENT

Incumbents’ customers are more and more aware of the
possibility of using an alternative provider, either by
dialling a call-by-call prefix (carrier selection) or by
choosing to route all calls by default to the network of
an alternative operator (carrier pre-selection). The use
of an alternative operator through carrier
selection/carrier pre-selection does not exclude the
possibility of also using the incumbent’s services.
Direct access is also available to users through
alternative operators’ proprietary wireline/wireless
access or through unbundled local loops leased from
the incumbent.

As at July 2004, 31% of EU15 subscribers used an
alternative provider to route long-distance and
international calls, while only 20% were using
alternative providers for local calls. At the same time,
direct access from alternative providers was used by
6.5% of EUL5 subscribers. Since last year, the
percentage of subscribers using an alternative provider
has grown by 0.5 percentage points for direct access,
3.5 points for long-distance/international calls and
almost 2 points for local calls.

Figure 21
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Member States not included in the EU weighted average:

Local: 2004: The Netherlands, Portugal. 2003: Ireland, Italy, the Netherlands, Austria, Portugal. 2002: Ireland, Italy, the Netherlands, Austria,

Portugal, France

Long distance/int.: 2004: The Netherlands (data for United Kingdom refer to 2003). 2003: Ireland, the Netherlands, Italy, Austria. 2002: Ireland, the

Netherlands, Italy, Austria, Germany, France.

Direct access: 2004: Ireland, the Netherlands. 2003: Ireland, the Netherlands, Austria. 2002: Ireland, the Netherlands, Austria, France, Portugal.
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For the last three years, about one of three consumers
was making use of the services of alternative providers
to make local or long-distance/international calls in
Switzerland. In 2004, this corresponds approximately
to the European average for the local calls. In regard to
the long-distance/international calls, Switzerland is

Figure 21a

about 10 points higher than the weighted European
average. The picture is different for direct connections:
due to a lack of unbundling possibilities and only
rudimentary alternative access structures able to
transmit voice traffic, almost 100% of connections are
offered by the incumbent.
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Source for Switzerland: OFCOM Switzerland.
Note: status end 2001 for the figure representing 2002, status end 2002 for the figure representing 2003 and status end

2003 for the figure representing 2004.

The methodology for the calculation of the percentage
of subscribers (residential + business) actually using a
provider other than the incumbent operator is the
following:

1- LOCAL CALLS: x:y

X = sum of all alternative operators' subscribers
(residential + business) with CPS contract + sum of all
alternative  operators' subscribers (residential +
business) with direct access for voice telephony (ULL
and proprietary infrastructure)

Y = total number of residential + business subscribers
of the incumbent and new entrants, with a
standard/party/group telephone lines access. Direct
telephone line access provided by an alternative
operator can either be through proprietary
infrastructure or full ULL.

2-LONG DISTANCE & INTERNATIONAL CALLS:
X:y
X = sum of all alternative operators' subscribers

(residential + business) with CPS contract + 50% of the
sum of all alternative operators' subscribers (residential

+ business) with CS contract + sum of all alternative
operators' subscribers (residential + business) with
direct access for voice telephony (ULL and proprietary
infrastructure).

Y = total number of residential and business
subscribers of the incumbent and new entrants, with a
standard/party/group telephone lines access. Direct
telephone line access provided by an alternative
operator can either be through proprietary
infrastructure or full ULL (in the latter case, please
consider the number of unbundled active lines, and not
the total number of unbundled lines).

3-DIRECT ACCESS

Total number of subscribers with direct access, fully
ULL connection or with a cable access owned by an
alternative operator

The following charts show the % of subscribers using
an alternative provider for voice telephony services
through carrier selection, carrier pre-selection and
direct access. Where available, separate figures for
local and long-distance/international calls are given.
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Figure 22

% of subscribers using an alternative provider
for voice telephony services
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Belgium: Data refer to 31/12/2003.No distinction between local, national and international calls.

Denmark: No distinction between local, national and international calls. Only active subscriptions to CPS in the last 3 months are included with a
weighting of 25%. The figure therefore is likely to be underestimated

Greece: Data refer to 31/12/2003.

France: Correction of data for previous reports so as to be comparable with 10th report. Data of 8th report are not comparable to those of 9th and 10th
reports,

Italy: Data refer to 31/12/2003. Data are not comparable with that of previous years.

Luxembourg: No distinction local/long-distance/international.

Austria: Estimate for CPS only, no distinction between local/long-distance/international calls.

Portugal: Not available for local calls. Data for 2003 and 2002 have been adjusted following a redefinition of the indicators and a new data collection.
Data for 2002 and 2003 are estimated based on the new methodology.

Estonia: No distinction between local and national calls.

Lithuania: Data available for direct access only.

Malta: No alternative operators

Slovenia: Alternative operators started in July 2004 with CPS and CS functionality.

Sweden: Data refer to CPS only by end 2003. No distinction between local and national calls.

United Kingdom: No data for long distance/international calls.

Cyprus, the Netherlands, Czech Republic, Hungary, Latvia, Poland, Slovakia: No data available

Source for Switzerland: OFCOM Switzerland. Data refer to the year 2003.
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Figure 23

% of subscribers using an alternative provider for direct access
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Belgium, Greece, Austria, Sweden: Data refer to 31/12/2003.
Denmark: Direct access inc. PSTN, ISDN and ULL.

France: Data of previous reports have been revised so as to be comparable with 10th report. Data of 8th report are not comparable to those of 9th and

10th report,

Italy: Data refer to 31/12/2003. Data are not comparable with that of previous years.

Malta: No alternative operators

Slovenia: Alternative operators started in July 2004.

Ireland, the Netherlands, Cyprus, Czech Republic, Hungary, Latvia, Poland, Slovakia: No data available

Source for Switzerland: OFCOM Switzerland. Data refer to the year 2003.
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3.2.FACILITIES USED BY NEW ENTRANTS FOR THE PROVISION OF VOICE TELEPHONY

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

Data have been provided by the national regulatory
authorities and refer to July 2004, except for
Switzerland (year 2003).

Alternative operators can route users to their network
either through a carrier selection system (CS), i.e. user
dials a prefix on a call-by-call basis, or by carrier pre-
selection (CPS), where the user’s calls are routed to the
new entrants’ network on an automatic basis. New
entrants can also provide direct access to users through
proprietary wire/wireless access or through unbundled
local loops leased from the incumbent.

These facilities are not mutually exclusive and very
often the same operator uses the three at the same time
depending on the type of customers (business or
residential), the type of services (local or long-
distance/international calls), the geographical area, the
availability of ULL, etc. The following figures should
therefore be read separately and not aggregated as
country totals.

As at 1 July 2004, 835 operators were effectively
providing voice telephone service at EU25 level, of
which 518 did so by using carrier selection and 289 by
carrier pre-selection. As indicated above, many
operators use carrier selection and carrier pre-selection
at the same time. This is in line with the figures for
previous years. Around 2/3 of the new entrants that are
operational in the European market offer voice
telephony services through carrier selection and/or
carrier pre-selection, and only 1/3 of them use direct
access to customers.

The following two charts show the number of operators
using carrier selection and/or carrier pre-selection by
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Member State at July 2004. Where possible, separate
figures for types of calls are given; in the other cases
separate data were not available or operators do not
differentiate the facilities used by type of calls. In a
number of countries operators do not differentiate
between local and national calls.

The number of operators using carrier selection and/or
carrier pre-selection depends on the number of
authorised operators, which can vary widely between
countries.

For these reasons, an estimate of the number of
operators using carrier selection and/or carrier pre-
selection as a percentage of authorised operators is also
shown. Moreover, the figures do not show to what
extent the operators are offering services to residential
and/or business users; nation-wide or only in local
areas; all types of calls or only local or long-distance or
international calls, etc.

In several countries the precise number of operators is
unknown. The charts below are based on the estimated
number of operators present in each Member State,
even when some of these operators are not effectively
providing services.

In Switzerland, according to Figure 24, there are 21
alternative operators offering CS commercially; this
corresponds to only about 14% of the providers
actually authorised for this service. Note, however, that
given the high proportion of inactive operators in the
Swiss market (cf. Figures 9 and 10), this percentage
does not offer a sufficient guarantee in terms of
representativeness and should not, therefore, be the
subject of any speculation. Note again that when one
examines the number of alternative operators having
access to CS, Switzerland is in the first quarter of the
league table.




Figure 24

Number of alternative operators using CS as a % of
existing operators, July 2004
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Belgium: Figures refer to national calls only and not to international calls. There is no distinction between local and national calls.

Denmark: Value is a minimum.
Estonia: No distinction between local and national calls.

France: The 11 operators displayed in the chart provide services to residential customers.

Ireland: No distinction between local, long-distance and international calls.
Cyprus: Commercial provision of CS and CPS service started in January 2004.

Latvia: CS is only available for international calls. CS for local and national calls (no distinction) will be available from 1.1.06.

Malta: No alternative operators
The Netherlands: No distinction between local and long distance.
Austria: Data refer to 31/12/2003.

Poland: Figures refer to the number of operators that have access to a network number (NDS) and that are actually offering public voice telephony.
Portugal: There are 9 indirect access operators of which 7 are offering services to residential customers on a call-by-call basis.

Slovakia: CS, CPS and LLU not established yet
United Kingdom: As at 1/4/04.

Czech Republic, Italy, Hungary, Slovenia, Sweden: No data available. CS and CPS are available since 1.1.2004 in Hungary. In Slovenia CS is

available since mid 2003 and CPS since January 2004.

Source for Switzerland: OFCOM Switzerland. Data refer to the year 2003.

The situation with CPS appears similar (Figure 25): 28
operators are active in the market; this corresponds to
about 19 % of all authorised operators. Once again, this
percentage must be treated with caution. If one
considers the number as an absolute value,
Switzerland’s situation is relatively favourable, since

only four countries have a higher number of alternative
operators using CPS, namely Germany (long-distance
and international calls only), Sweden and Austria (Italy
which also had a high number of operators in 2003 is
no longer included in the comparison).
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Figure 25

Number of alternative operators using CPS as a % of existing operators, July 2004
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Belgium: Figures refer to national calls only and not to international calls. There is no distinction between local and national calls.

Denmark: Value is a minimum.

Estonia: No distinction between local and national calls.

France: The 11 operators displayed in the chart provide services to residential customers.

Ireland: No distinction between local, long-distance and international calls.

Cyprus: Commercial provision of CS and CPS service started in January 2004.

Latvia: CPS is only available for international calls. CPS for local and national calls (no distinction) will be available from 1.7.06.

Malta: No alternative operators

The Netherlands: No distinction between local and long distance.

Austria: Data refer to 31/12/2003.

Poland: Figures refer to the number of operators that have access to a network number (NDS) and that are actually offering public voice telephony.
Portugal: There are 9 indirect access operators of which 7 are offering services to residential customers on a call-by-call basis.

Slovakia: CS, CPS and LLU not established yet.

Sweden: Estimated.

United Kingdom: As at 1/4/04.

Czech Republic, Italy, Hungary, Slovenia: No data available. CS and CPS are available since 1.1.2004 in Hungary. In Slovenia CS is available since
mid 2003 and CPS since January 2004.

Source for Switzerland: OFCOM Switzerland. Data refer to the year 2003.
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PUBLIC NETWORK INTERCONNECTION

4.1.FIXED-TO-FIXED INTERCONNECTION CHARGES

This section analyses the interconnection charges for
call termination on the incumbent’s fixed network. The
figures show charges per minute based on the first
three minutes of a call at peak-time, VAT excluded.

The figures may have been approved by the NRA or
simply agreed between operators, where the legal
framework does not require NRA approval. The
following chart shows the EU weighted average for the
interconnection charges since 2000 for local level,
single and double transit. The exchange rates for 2004
have been applied to the years 2000-2003 for the non
euro-zone countries. Since August 2000, the EU
weighted average charge for call termination on fixed
networks has decreased by 55% for single transit, by
36% at local level, and by 22% for double transit.
Major reductions took place between 2000 and 2002
and again during the past 12 months, especially as
regards single and double transit, with annual
reductions of 6% and 8% respectively. The annual
reduction for local level was 5%. Among this
generalised downward trend, the major changes since
last year have occurred in the United Kingdom (-15%)
and Belgium (-12%) for local level termination,
Sweden (-25%), Germany (-10%) and Belgium (-10%)

for single transit and Greece (-39%), Germany (-18%)
and Portugal (-10%) for double transit call termination.

Figure 26a shows the same evolution (2000-2004), but
for Switzerland. During the period in question,
interconnection charges for double transit fell by
26.4%, i.e. slightly more than in the Union countries on
average (22.2%). As far as single transit charges are
concerned, these have fallen slightly more, with a
reduction of 34.8% as against 35.4% for the Union. In
2004, the differences between the prices charged on
average in the Union countries and the prices charged
in Switzerland remained substantial. Thus the price of
double transit is 17.6% higher in Switzerland and
single transit is 23% higher. It should be mentioned
once again that in Switzerland there are no local
termination charges since the service is not offered.
This means that an operator wishing to terminate a call
in a third-party network must pay a regional
interconnection charge at least (cf. single transit).

There is a strong correlation between the levels of the
charges and the timing of liberalisation of the market.
Interconnection charges, for most of the new Member
States, are significantly higher than those for EU15
(74% higher for local level, 60% for single transit and
32% for double transit).

Figure 26
Fixed-to-fixed interconnection charges
EU15 weighted average (euro-cents)
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Figure 26a

Fixed-to-fixed interconnection charges CH
(euro-cents)
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Source for Switzerland: Swisscom Price Manual up to and including Version 6.3.
Note: In Switzerland, single transit relates to regional call termination and double transit refers to national call
termination. Local transit is not offered in Switzerland and is therefore not considered.

The following three charts show the interconnection
charges for local level, single and double transit as of 1
July 2004. For the EU15 countries the values of July
2003 are also shown.

When one examines Figure 27, it is apparent that the
situation contrasts greatly between countries. In fact,
only six countries — Denmark, the United Kingdom,
France, lItaly, Ireland and Germany — have local
interconnection charges lower than the weighted
European averages (EU15 or EU25). Given that there
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are no local interconnection charges in Switzerland,
they have had to be replaced by the minimum which an
operator has to pay to terminate a call, i.e. the regional
interconnection charges (cf. single transit). The
absence of interconnection charges at local level
explains, if only partially, the low ranking of
Switzerland in the classification.




Figure 27
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Cyprus, Latvia: no distinction between local and long-distance domestic calls.

Denmark, Sweden, United Kingdom: Figures for 2003 have been recalculated using the 2004 exchange rate.
Greece: Charges include the signalling and the 2Mbs Ports' cost. The audit for cost orientation for the year 2004 is in progress.
Finland: The charges of the 46 SMP operators differ. The interconnection price indicated here is based on the price of the two major SMP operators

(TeliaSonera and Elisa).

Italy: Price does not include call set-up

Luxembourg: Including call set-up (not included in 2003)
Hungary: Prices refer to the main incumbent operator Matav
Malta: Only one interconnection level.

Austria: Charges according to a draft measure

Note: Local transit is not offered in Switzerland and is therefore not considered.

Figure 28 shows the 2004 interconnection charges for
single transit and illustrates the variation which
occurred between 2003 and 2004. As a result of the
recorded decrease, Switzerland has improved its
relative position to some extent. If we take into account
the EU15 weighted average, Switzerland was the third
most expensive country in 2003. In 2004, and in

regards to the EU25, Switzerland is placed as the 10"
most expensive country, before Hungary and behind
Austria. At the other end of that scale, Denmark and
the United Kingdom have the cheapest charges, which
are well below the weighted European average.
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Figure 28

Interconnection charges for call termination on incumbents' fixed network
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Denmark, Sweden, United Kingdom: Figures for 2003 have been recalculated using the 2004 exchange rate.

Greece: Charges include the signalling and the 2Mbs Ports' cost. The audit for cost orientation for the year 2004 is in progress.

Spain: All tariffs are per minute, time counted on a per-second basis. 0,0095 metropolitan traffic; 0,0105 single transit

Finland: The charges of the 46 SMP operators differ. The interconnection price indicated here is based on the price of the two major SMP operators
(TeliaSonera and Elisa).

Italy: Price does not include call set-up

Luxembourg: Including call set-up (not included in 2003)

Hungary: Prices refer to the main incumbent operator Matav

Malta: Only one interconnection level.

Austria: Charges according to a draft measure

Source for Switzerland: Swisscom Price Manual up to and including Version 6.3.
Note: In Switzerland, single transit relates to regional call termination.

Figure 29 shows that the double transit charge in expensive, these are Spain, Austria, Finland, Lithuania,
Switzerland (1.81 €-cents) was above the weighted Malta, Slovakia and finally Latvia. Denmark and
European average in 2004 (+17.6%). Despite this, there Sweden are at the other end of the scale and are the
are countries where the prices charged are higher than only countries in which the price drops below the 1 €-
in Switzerland. Specifically, starting with the most cent mark.
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Figure 29
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Interconnection charges for call termination on incumbents' fixed network
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Denmark, Sweden, United Kingdom: Figures for 2003 have been recalculated using the 2004 exchange rate.
Greece: Charges include the signalling and the 2Mbs Ports' cost. The audit for cost orientation for the year 2004 is in progress.
Finland: The charges of the 46 SMP operators differ. The interconnection price indicated here is based on the price of the two major SMP operators

(TeliaSonera and Elisa).

Italy: Price does not include call set-up

Luxembourg: Including call set-up (not included in 2003)
Hungary: Prices refer to the main incumbent operator Matav
Malta: Only one interconnection level.

Austria: Charges according to a draft measure

United Kingdom: Data refer to a connection of more than 200km. For lengths of up to 100km the interconnection charge at double transit is 0.94 euro

cents; and for distance between 100 and 200km it is 1.19 euro cents.

Source for Switzerland: Swisscom Price Manual up to and including Version 6.3.
Note: In Switzerland, double transit refers to national call termination

4.2 .FIXED-TO-MOBILE INTERCONNECTION CHARGES

This section shows the per-minute interconnection
charges for fixed call termination on the networks of
mobile operators. Charges for call termination on the
networks of 3G operators are not included.

In the following charts information is shown for 75
mobile operators in the EU (representing almost 100%
of the EU mobile market). A total of 34 operators in
the following EU countries have been designated as
having significant market power in the national market
for interconnection (SMP): Belgium, Czech Republic,
Greece, Spain, France, Ireland, Italy, Cyprus, Latvia,,
Hungary, Malta, Poland, Slovenia, Finland, Sweden
and the United Kingdom. Given the different status of
implementation of the new regulatory framework in
each Member State, in some countries SMP is
designated under the old framework, while in other
countries it is based on the market analysis carried out
by the national regulatory authorities. SMP operators
cover 62% of the EU mobile market in terms of
subscribers.

26 operators have been designated as SMP on the
national mobile market (SMP-mobile) in 18 Member
States: Belgium, Denmark, Greece, Spain, France,
Ireland, Italy, Luxembourg, Portugal, Sweden, Cyprus,
Czech Republic, Estonia, Hungary, Malta, Poland,
Slovakia and Slovenia. In Germany, the Netherlands,
Lithuania and Austria there are no operators designated
as SMP or as SMP-mobile. We should note that in
Switzerland there is no foundation on which to base
any distinction between SMP and non-SMP mobile
operators, because neither the Communications
Commission nor the Competition Commission has to
date pronounced on any dominance as part of a
procedure whatsoever. However, Switzerland has
nevertheless been added.

Charges are for calls originated in the same countries.
In Finland there are no fixed-to-mobile termination
charges. In the case of a call from a fixed network to a
mobile network, local operators determine the local
network charges and mobile operators determine the
mobile call charges.
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The per-minute interconnection fees are based on the
first three minutes of a call at peak rate, except for the
Netherlands, Ireland and Lithuania where an average
peak/off-peak rate is given.

Data have been collected by the NRA, and refer to
August 2004. Data for Germany was provided by
Cullen International.

Figure 30 shows the national weighted average for
SMP and non-SMP operators. The EU25 weighted
average of fixed-to-mobile interconnection charges for
the 34 European SMP operators in the interconnection
market is 13.73 €-cents. For the non-SMP operators the
average fee is 16.30. If all mobile operators were
considered, the average charge would be 14.70 (Figure
33). Values for each country are weighted average
prices based on the number of subscribers and the
termination rate of each operator.

Even if the SMP concept does not hold in Switzerland
for the moment (although a decision of the competition
Commission is expected), Figure 30 shows that the
Swiss incumbent is positioned as a leader in the
expensiveness of the charges applied.

When one examines Figure 31, which gives a much
comparable image, it must be stated that the mobile
telephony operators active in the Swiss market demand
prices which are among the highest. No evolution took
place between 2003 and 2004. With a weighted
interconnection charge in 2004 of 22.72 €-cents,
Switzerland is above the weighted European average
by 53.9%. In the European comparison, there is no
country in which charges are higher in 2004. Ten out
of twenty-six countries are below the European
average; the cheapest price is charged in Cyprus (3.1 €-
cents).

Figure 30
Interconnection mobile termination charges of SMP and non-SMP operators on the national
interconnection market, July 2004
EU25 weighted average: SMP op. 13.73 - non-SMP op. 16.30
EU15 weighted average: SMP op. 13.68 - non-SMP op. 16.45
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Figure 31
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Fixed-to-mobile national average interconnection charges
EU25 weighted average (all operators, €-cents), July 2004: 14.70
EU15 weighted average (all operators, €-cents), July 2004: 14.76
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The following chart (Figure 32) shows the trend in the
weighted average fixed-to-mobile interconnection fees
for SMP and non SMP mobile operators in the EU15
between July 2001 and July 2004.

The 2004 exchange rates have been applied to the non
euro-zone countries for previous years. Figures for
2001 for non-SMP operators are not available.

Last year there was a major reduction in the average
termination rate for SMP operators only, while the
average rate for non-designated operators remained
stable. The major development in the last 12 months is
that fees cuts have affected both types of operators.

The average termination rate for SMP operators has
decreased by 14%, while the reduction for the non
SMP operators was 13%.

The increase in the number of SMP designated
operators signalled in the last report has continued and.
EU15 SMP operators now cover 62% of subscribers,
against 45% in 2003 and 41% in 2002.

Despite the continuing decline in the interconnection
charges, their level remains on average more than
8 times higher than the average fixed-to-fixed intercon-
nection charges (double transit). Last year termination
rates of SMP operators were 9 times higher than the
fixed termination rates.

In the case of Switzerland, one can easily see that the
prices applied are much higher than the EU weighted
averages in comparison with either SMP or non-SMP.
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Figure 32

CH and EU15 average fixed-to-mobile interconnection charges (EU: for SMP
and non-SMP operators) in the national interconnection market
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Figure 33 shows the average national mobile
termination charge in the EU15 for the last three years.
At EU15 level there has been a 22% reduction. The
most significant cuts have occurred in the United
Kingdom, Sweden, Finland (at the retail level) and the
Netherlands. Termination charges have decreased in all
Member States except for France, Italy and
Luxembourg, where prices have increased, and
Germany and Austria, where prices remained stable. In
Switzerland, the insignificant increase between 2003
and 2004 is due to changes in the operator’s market
shares. In fact, the charges stayed unchanged.
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Figure 33

Fixed-to-mobile national average interconnection charges
EU15 weighted average (all operators, €-cents):
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Figures for Denmark, Sweden and United Kingdom for 2003 have been recalculated using the 2004 exchange rates.

Source for Switzerland: Swisscom Price Manual up to and including Version 6.3.
Note: The price has been weighted using the respective market shares of the three mobile telephony operators
(Swisscom, Sunrise, Orange) at the end of the first half of the years 2002, 2003 and 2004.

The following charts show the individual fixed-to-
mobile interconnection charges for 75 (78 with
Switzerland) mobile operators in the EU. As can be
seen, the inclusion of operators from the new Member
States has resulted in a wider array of termination fees
than at EU15 level. This has not meant, however, a
huge increase in the differential of termination fees. In
Cyprus charges are as cheap as 3.1 € cents, whereas the
most expensive fee is found in Portugal (31.7 € cents).
If these two cases are excluded, the differential of the
most expensive termination fee from the cheapest
expressed as a percentage of the cheapest fee is 178%.
Last year, at EU15 level, this figure was 170%. Apart
from Cyprus, the Czech Republic has the cheapest
mobile termination rates of the new Member States,
while Slovenia has the most expensive.
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Figure 34

Interconnection charges for call termination on mobile networks (peak) in €-cents, July 2004
EU25 weighted average: SMP op. (*): 13.73 Non-SMP op: 16.30 All op.: 14.70
EU15 weighted average: SMP op. (*): 13.68 Non-SMP op: 16.45 All op.: 14.76
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12.0

SK-EuroTel Bratislava (+), Orange (+) I
SE-Tele2 Mobil (+) ‘ 13.0 ‘ I
AT-T-Mobile ‘ 13.2 ‘ I
AT-One ‘ 13.8 ‘ I
IE-Meteor ‘ 14.0 ‘ I
SE-Vodafone (+) ‘ 14.1 ‘ I
DE-T-Mobile;Vodafone 14.3 I
ES-Vodafone (*) (+) 14.4
I
HU-Westel (*) (+) 14.9
DK-TDC Mobile(+);Telia Sonera 14.9 I
LU-EPT(+); Tango(+) 15.0
i i T
€-cents per minute 0 5 10 15 20 25

30

Legend:
(*) SMP operators in the national interconnection market
(+) SMP operators in the national mobile market
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Figure 35

Interconnection charges for call termination on mobile networks (peak) in €-cents, July 2004
EU25 weighted average: SMP op. (*): 13.73 Non-SMP op: 16.30 All op.: 14.70
EU15 weighted average: SMP op. (*): 13.68 Non-SMP op: 16.45 All op.: 14.76
ES-Telefonica Mov.(*) (+) 15.1 i
NL-KPN Mobile;Vodafone 15.5 ‘ I
FROrange () ()SFR () (+ 155 ‘ |
PL-Centertel (*) (+), Polkomtel (*) (+), Polska “
Telefonia Cyfrowa (*) (+)
MT-Vodafone (¥) (+) 16.1 I
HU-Pannon (¥) (+) 16.5
St e *
EL-Cosmote(*) (+);Vodafone (*)(+) *
S *
NL - Telfort, Orange, Tele2, T-Mobile 17.5 I
IT-Vodafone Omnitel(¥) (+) 17.9 I
DE-Eplus;02 17.9 ‘ I
EL- Tim (+) 18.0 ‘ I
AT-Tele.ring 18.2 I
PT-TMN(+); Vodafone (+) 18.5 ‘ I
ES-Amena () 19.0 I
EE-Radiolinja, Tele2 19.6 ‘ I
MT-Mobisle Communications (¥) (+) 20.0 ‘ I
SI-Si.mobil, Western Wireless 21.0 I
EL-Q-Telecom 23.0 I
IT-Wind 23.6 ‘ I
PT-Optimus ‘ 31.7
CH - Orange 241 ‘ I
CH- Sunise 24.1 ‘ |
CH - Swisscom 21.9 ‘ I
: : i : ‘
€-cents per minute 0 5 10 15 20 25 30

Legend:
(*) SMP operators in the national interconnection market
(+) SMP operators in the national mobile market

Figures for the Netherlands, Ireland and Lithuania are not strictly comparable with the others since they represent an average peak/off-peak rate.
Czech Republic: Prices since 1 April 2004
Germany: Data from Cullen International Cross Country Analysis (June 2004, Table 34, Page 180)
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Estonia: 2.75 EEK/min (17.58 €cents) if call volume is 3 or over 3 million minutes per month and 2.85 EEK/min (18.21 €cents) if call volume is less
than 3 million minutes per month.

Greece: Minimum duration 30 seconds.

Spain: On 7 October 2004 the NRA approved a new set of interconnection tariffs to be applied since 31 October 2004. (16.06 €cents/min. for Amena,
12.88 €cents/min. for Vodafone and 13.26 €cents/min. for Telefonica).

France: Mainland. Call termination tariffs have decreased by 12.5% (Orange France and SFR) and by 15.6% (Bouygues) on 1 January 2004 in
accordance with the ART basket. The price for a 3 minute communication at peak rate shows an artificial 3% increase due to the withdrawal of the
free call time (40 seconds) that took place on 1 January 2004.

Ireland: All rates based on average MT tariffs. O2 and VVodafone to implement further reduction in September 04

Italy: TIM has adopted, for termination price, a flat rate (14,95 €cent/m) - no call set up at interconnection. Vodafone has adopted a peak/off peak
rate: 17,89 €cent/m peak and 12,13 €cent/m off peak - no call set up at interconnection. WIND has adopted a peak/off peak rate: 23.55 is the peak
tariff per minute - no call set-up at interconnection

Hungary: Prices for T-Mobile and Pannon applicable since 15/7/04

Austria: SMP-status according to the old framework

Poland: URTIP decision on SMP designation in the mobile termination market has been appealed by operators.

Finland: There are no fixed to mobile termination charges in Finland. In the case of a call from a fixed network to a mobile network, local operators
determine the local network charges and mobile operators determine the mobile call charges. The fixed to mobile call charges in Finland are retail
charges, not interconnection charges: retail rate for local access by the local operator and retail rate for the mobile segment of the call by the mobile
operator. Both fixed and mobile operators determine the charges for their own segments. Proposed legislation in the Parliament could change the
system by introducing regulation on fixed to mobile termination.

Sweden: SMP decision and remedies have not yet entered into force, as they have been challenged before the Administrative Court.

Source for Switzerland: Swisscom Price Manual up to and including Version 6.3.

4.3.LEASED LINES INTERCONNECTION CHARGES

This section shows the monthly rental and the one-off Figures indicate the position in August 2004.
charges for short-distance leased lines (local ends,
excluding VAT), up to 2and 5km, provided by the
incumbent operator to other interconnected operators.

In Hungary the price of the leased line interconnection
in the termination segment is not regulated.

In Finland SMP operator charges differ. Leased line
prices are averages based on charges of TeliaSonera,
Elisa, Oulun Puhelin, Kkkolan Puhelin and Kymen
Puhelin, the latter three operators being part of the

The distance refers to the radial distance between the
customer local end leased line and the point of
interconnection.

It should be noted that in some cases data include the Finnet group.
handover costs, while in other cases these costs are . . . . .
Note that in Switzerland, Swisscom negotiates prices
excluded. T .
on a case-by-case basis with its clients. In the absence
National Regulatory Authorities have provided these of official data, it is therefore not possible to include
figures through the questionnaire for the 10" Switzerland in Figures 36 to 41.

Implementation Report

Data on one-off connection price are taken from the
draft Commission Recommendation of on the
provision of leased lines in the European Union.
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4.3.1. 64 Kbit/s part circuit

Figure 36

Monthly rental for leased line 64 Kbit/s part circuit, August 2004
EU17 weighted average 2 Km: 75.33 €, 5 Km: 97.86 €
EU14 weighted average 2 Km: 74.50 €, 5 Km: 96.82 €

€-month
(=Y
N
[6)]
|

BE CzZz DK DE EE EL ES FR IE IT LT LU AT PT SI F SE UK

0 2km m5km |

Czech Republic: Individual price

Latvia: IC circuits not offered

Lithuania: The price does not depend on the length of the line

The Netherlands: Data for local access is not available. The price for a regional service (~25 Km) is € 140.
Slovakia: 64 Kb/s IC circuits not available

Cyprus, Hungary, Malta, Poland: Data not available

Figure 37

One-off charge for leased line 64 Kbit/s part circuit, August 2004

BE Cz DK DE EE EL ES FR IE IT LV LU NL AT PT SI FI. SE UK

Denmark: Weighted average of the one-off connection costs
Slovakia: 64 Kb/s IC circuits not available
Cyprus, Lithuania, Hungary, Malta, Poland: No data available
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4.3.2. 2 Mbit/s part circuit

Figure 38
Monthly rental for leased line 2 Mbit/s part circuit, August 2004
EU21 weighted average 2 Km: 273.25 €, 5 Km: 322.55 €
EU14 weighted average 2 Km: 262.59 €, 5 Km: 306.64 €
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BE CZ DK DE EE EL ES FR I[E IT CY LT LU AT PL PT SI SK FI SE UK
| O2km W 5km |

Hungary, Malta: Data not available
Latvia: IC circuits not offered

Lithuania: The price does not depend on the length of the line
The Netherlands: Price per local access (not per Km)

Figure 39

One-off charge for leased line 2 Mbit/s part circuit, August 2004

Denmark: Weighted average of the one-off connection costs
Latvia: IC circuits not offered

Cyprus, Lithuania, Hungary, Malta, Poland, Slovakia: Data not available
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4.3.3. 34 Mbit/s part circuit

Figure 40

Monthly rental for leased line 34 Mbit/s part circuit, August 2004
EU19 weighted average 2 Km: 1224.3 €, 5 Km: 1632.98 €
EU15 weighted average 2 Km: 1224 €, 5 Km: 1627.5 €

€-month

BE DK DE EE EL ES FR IE IT CY LT LU NL AT PT SI FI SE UK

O2km W 5km
|

Czech Republic: Individual price
Latvia: IC circuits not offered
The Netherlands: Price excluding (local) fibre access. Fibre access charge is not regulated. Price in the Netherlands is an average of 2 times 34 Mbit/s
in a 155 Mbit/s fibre access service and a 155 Mbit/s broadband access group.

Hungary, Malta, Poland: Data not available

Slovakia: 34 Mb/s IC circuits not available

There is no 34 Mbit/s standard price offer in France

Figure 41

One-off charge for leased line 34 Mbit/s part circuit, August 2004

14,000

12,000

10,000 +

8,000

6,000

4,000 -

2,000 +

BE DK DE EE EL ES FR IE IT LU NL AT PT SI FI  SE UK

Denmark: Weighted average of the one-off connection costs
There is no 34 Mbit/s standard price offer in France

Price in the Netherlands is an average of 2 times 34 Mbit/s in a 155 Mbit/s fibre access service and a 155 Mbit/s broadband access group.
Czech Republic, Cyprus, Lithuania, Hungary, Malta, Poland: Data not available
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5 MOBILE MARKET

5.1. 2G MOBILE PENETRATION

This section provides information on the number of
mobile subscribers and the penetration rate for second
generation mobile services (DCS-GSM) in each
Member State. The growth in the penetration rate since
August 2003 for the EU15 countries and December
2003 for the New Member States is also shown.

Figures have been provided by the NRAs and by
European Mobile Communications Report. The
reference data, unless otherwise stated, is end of June
2004. Where available, data have been provided by the
National Regulatory Authorities (NRASs). For those
countries where NRAs did not have up to date
information, figures are estimated from the “European

Mobile Communications” database.

The EU average is a weighted average.

It should be noted that operators and regulators use
different methods to count the number of subscribers.
Some operators consider the total number of users that
have made or received a call or sent an SMS in the last
9 or 6 months, whereas others only consider the active
users of the last 3 months. This has an impact in the
penetration rate, especially in small countries.

The table below indicates the source of the data and,
where available, the definition of ‘active subscriber’
used in every Member State and in Switzerland.

Country Source of data & reference date Comments

Belgium EMC estimates June 2004 | IBPT data refer to active users in the last 6 months
gzgz?)“c NRA 30/6/04 Data for active users in the past 6 months.
Denmark NRA 30/6/04 Data for active users in the past 3 months.
Germany NRA 30/6/04

Estonia NRA 30/6/04

Greece NRA 30/6/04 Breakdown by operator confidential

Spain Ministry 30/6/04 Definition of active user varies between 13 and 6 months.
France NRA 30/6/04 Data for active users in the past 3 months.

Ireland NRA 30/6/04

Italy EMC estimates June 2004 | Data for active users in the past 3 months.

Cyprus NRA 30/6/04 Data for active users in the past 3 months.

Latvia NRA 30/6/04 Data for active users in the past 3 months.
Lithuania NRA 30/6/04 Data for all cards.

Luxembourg | EC services1/5/04

Hungary NRA 30/6/04 Data for active cards.

Malta NRA 30/6/04 Data for active users in the past 3 months.
-II\—IZ(taherlan ds EMC estimates June 2004

Austria EMC estimates June 2004

Poland EMC estimates June 2004
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Portugal NRA 30/6/04 Active users in the last 3 months
Slovenia NRA 30/6/04
Slovakia EMC estimates June 2004
Finland NRA 30/6/04
Sweden NRA 30/6/04 Data for active users in the past 12 months and 6 months.
U.“'ted EMC estimates June 2004
Kingdom
Switzerland Operators_, NRA
computation

The following chart shows the absolute number of
mobile subscribers in each Member State (columns)
and the penetration rate (dots), measured as the number
of subscribers per 100 population.

Figures for Czech Republic, Spain, Italy, Poland,
Slovakia, Slovenia and Sweden include analogue
subscribers.

In 2004, the mobile telephony penetration rate in
Switzerland, at 87%, was equivalent to the weighted
average for the European Union countries (EU15).
Switzerland was in 14th position among EU25

countries. Four countries reported penetration rates
above 95%: Italy (98%), Czech Republic (99%),
Sweden (103%) and Luxembourg (122%). Latvia
(59%) and Poland (51%) are the only countries which
had not exceeded 70%. Measured in terms of
consumers, the largest markets are in Germany, Italy
and the United Kingdom. Together, the users in these
three countries make up 47% of the subscribers
counted in the member countries of the Union.
Switzerland, with its 6.4 million users, naturally
belongs to the group of countries characterised by a
low volume of users in absolute terms.

Figure 42
Mobile subscribers and penetration rate, June 2004
Total EU25 subscribers: 379 million
70 @ 140%
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Denmark: Figures include pre-paid cards that have been active within the last 3 months. Inactive pre-paid cards are excluded.
Luxembourg: The penetration rate has been calculated on the basis of the national population only. If trans-national commuters were considered the

penetration rate would be around 98%.

Cyprus: A second operator has recently started offering services. The number of subscribers in September has increased to 325 737 and the

penetration rate is 89%.

Latvia: The number of subscribers in September has increased to 1 470 885 and the penetration rate is 62.7%.
Lithuania: Figures include all SIM cards. The number of active subscribers in the last 3 months is 2.58 million at the end of June and the

corresponding penetration rate would be 74.5%.

Hungary: Data refer to all active cards. The number of active cards in the last 3 months was 7554000 million, i.e. a penetration rate of 74%.

Source for Switzerland: OFCOM Switzerland.
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The following chart shows the number of subscribers for example. Customer preferences in the mentioned

and the split between post-paid and pre-paid countries lean towards the postpaid system with a
subscribers. In Switzerland the proportion of post-paid proportion of about 60% (precisely 58% in
and prepaid is similar to those of France and Austria Switzerland).

Figure 43

Mobile subscribers in EU25 and CH (prepaid and pay monthly), June 2004
Total subscribers EU25 : 379 million

3
[33:3]

Millions of subscribers

BE CZ DK DE EE EL ES FR IE IT CY LV LT LU HU MT NL AT PL PT SI SK FI SE UK CH

‘ M Prepaid 2004 O Pay monthly 2004 ‘

The breakdown of pre-paid/post-paid in Spain is an estimate based on EMC data.
Denmark: Figures include pre-paid cards that have been active within the last 3 months. Inactive pre-paid cards are excluded

Source for Switzerland: OFCOM Switzerland.

The mobile penetration rate in Switzerland was 87% in old Member States. A comparable level was observed
2004 and corresponded to the weighted average of the in the Netherlands and in Cyprus.
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Figure 44

Mobile penetration rate, 2004
EU25 average penetration: 83%
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Denmark: Figures include pre-paid cards that have been active within the last 3 months. Inactive pre-paid cards are excluded.

Luxembourg: The penetration rate has been calculated on the basis of the national population only. If trans-national commuters were considered the

penetration rate would be around 98%.

Cyprus: A second operator has recently started offering services. The number of subscribers in September has increased to 325 737 and the

penetration rate is 89%.

Latvia: The number of subscribers in September has increased to 1 470 885 and the penetration rate is 62.7%.
Hungary: Data refer to all active cards. The number of active cards in the last 3 months was 7554000 million, i.e. a penetration rate of 74%.
Lithuania: Figures include all SIM cards. The number of active subscribers in the last 3 months is 2.58 million at the end of June and the

corresponding penetration rate is 74.5%.

Source for Switzerland: OFCOM Switzerland.

Figure 45 displays the growth in mobile penetration
expressed in percentage points. Data refer to June 2004
for all Member States, August 2003 for the EU15
countries (Source: 9th Implementation report and
NRAs ) and June 2003 for the new Member States
(Source: 4th IBM Report on Monitoring of EU
Candidate Countries (Telecommunications Services

Sector). It is apparent that although the penetration rate
for Switzerland is almost equivalent to the weighted
European average (EU15), the rate of growth is higher,
at 6.1% compared with 5.7% in Europe. Luxembourg
has the highest penetration rate. The new Member
States enjoy the highest growth rates.
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Figure 45

Mobile penetration and growth 2003-2004
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Denmark penetration figures are not directly comparable due to a change in the definition of active pre-paid cards. The figure for 30/6/03 includes
pre-paid cards that have been active within the past 6 months, while the figure for 30/6/04 includes pre-paid cards that have been active within the
past 3 months.

Luxembourg: The penetration rate has been calculated on the basis of the national population only. If trans-national commuters were considered the
penetration rate would be around 98% in 2004 and 92% in 2003.

Cyprus: A second operator has recently started offering services. The number of subscribers in September has increased to 325 737 and the
penetration rate is 89%.

Latvia: The number of subscribers in September has increased to 1 470 885 and the penetration rate is 62.7%.

Lithuania: Figures include all SIM cards. The number of active subscribers in the last 3 months is 2.58 million at the end of June and the
corresponding penetration rate is 74.5%.

Hungary: Data refer to all active cards. The number of active cards in the last 3 months was 7554000 million, i.e. a penetration rate of 74%.

Source for Switzerland: OFCOM Switzerland.

The next two figures show the evolution of the mobile The most marked difference, +2.8% in Switzerland’s
telephony penetration rate in the Union countries and favour — still minimal — was related to the year 2000. In
Switzerland. As can be seen, the progression of the comparison with EU25 in 2004 Switzerland shows a
curve for Switzerland matches almost perfectly the leadership with a difference of +3.3%.

average progression of neighbouring countries (EU15).
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Figure 46

Mobile subscribers and average penetration in EU25 & EU15, 1998 - 2004
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Figure 46a
CH mobile subscribers and average penetration, June 1998 - June 2004
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Source for Switzerland: OFCOM Switzerland.
Figures 47 and 47a display the growth rate observed penetration rate, there is still some potential for growth

annually from 1998 to date. Following developments in in Switzerland.
Europe, the increase in the mobile penetration rate in
Switzerland was strong primarily in the first three years
(rate varying between 13 and 24%). Since 2001,
development has slowed down markedly, indicating
that a degree of saturation of the market is approaching.
Nonetheless, if one recalls Luxembourg’s exceptional
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Figure 47

EU15 average penetration rate
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Figure 47a
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Source for Switzerland: OFCOM Switzerland.

Telecommunications Regulatory Package — 10" Implementation Report — Annex 1 - 66




5.2. 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 July 2004.

The following chart shows the number of operators
licensed to provide digital mobile services (second-
generation). 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). 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. There are 3 analogue licences for mobile
services still active in EU: in Spain, Italy and Sweden.
These are scheduled to be phased-out on the 1st
January 2007 for Sweden and Spain and at the end of
2005 for Italy.

In Switzerland, four providers are operationally active
in this market. On one side are Swisscom Mobile,
Sunrise and Orange which all operate a network, and
on the other, Tele2 which is active as a
telecommunication services provider. It is also worth
mentioning that in February 2004 the Communications
Commission (ComCom) granted two additional
licences in the 1800 MHz frequency range to the
companies In&Phone and Tele2. Now, Tele2 operates
its own regional network (in Zurich).

In all the countries considered, the number of operators
with frequencies available and operating a network
varies between two (Luxembourg, Cyprus, Lithuania,
Malta and Slovakia) and five (the Netherlands).

Figure 48
Operators authorised to provide digital mobile services, July 2004
Total EU25: 80 network operators
166 mobile service providers
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- Figures for Finland do not include 1 local GSM operator belonging to the Finnet Group (Alands).
- In France there are 3 mobile operators and 1 MVNO offering services in the metropolis territory. The figure does not include 11 operators in the
overseas departments ( Département de la Réunion, Antilles Frangaises, Guyane; lle de Saint Martin et Saint Barthélémy).

Source for Switzerland: OFCOM Switzerland.
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5.3. 3G PLAYERS

This section shows the number of mobile licences
granted in each Member State for the provision of
UMTS services

The great majority of licences have been granted to
players active in the second generation market, and 14
licences have been granted to new entrants. In the New
Member States some countries have not yet awarded
the 3G licenses.

In 2003, 3G services were available in Italy, United
Kingdom, Austria and Sweden. 2004 has witnessed the
launch of 3G services in more countries, mostly in the
second half of the year. Many of these launches are
tests or pre-commercial, and are being used by 3G
operators as a way to prepare for the actual commercial
launch.

Figure 49

In most cases 3G networks have limited coverage,
mostly concentrated in the largest cities, and
population coverage ranges from around 80% in the
United Kingdom and Sweden to less than 10% in those
countries were services started to be offered at the end
of year.

In many cases data-cards for laptops and handsets are
available, although the offer of data cards exceeds that
of handsets.

In December 2000, the Communications Commission
awarded four UMTS licences to Swisscom Mobile,
Orange, TDC Suisse (cf. Sunrise) and, finally, 3G
Mobile, which is a new entrant. In all the countries
under consideration, the number of licences awarded
varies between one (Slovenia) and five (Germany,
Italy, the Netherlands, Austria and United Kingdom).

UMTS licences, July 2004
Total EU: 75 licences
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\lOperators with UMTS and GSM/DCS licences O Operators with UMTS licence only

| Source for Switzerland: OFCOM Switzerland.

Figure 50 shows the status of the launch of 3G services
(trial and commercial). The following categories are
presented:

e Trial: Tests with a closed group of selected
users

e Commercial-trial: Trials open to any users
with special price packages.

e  Commercial: Fully commercial services open
to any users at standard tariffs.
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Services can be provided by means of data-cards or
handsets or both together.

On the chosen date (September 2004), none of the
licensees was offering UMTS fully commercial
services to Swiss consumers. Swisscom Mobile and
TDC Suisse (cf. Sunrise) accomplished commercial
trials. Before the end of 2004 Swiss UMTS operators
were obliged to achieve 50% of 3G network population
coverage in the country. Three companies satisfied the
conditions at the end of 2004 (Swisscom, Sunrise and
Orange).




Figure 50

3G operators offering commercial services, September 2004
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Source for Switzerland: OFCOM Switzerland.

Figure 51

3G network coverage in the EU
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Values indicate the maximum expected coverage announced by any national operator at the end of
each year unless otherwise stated. Network coverage by other operators may differ.

Belgium, the Netherlands and Portugal: Source EC.

Switzerland was not included in the chart but had at least 50% population coverage at the end of 2004.
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5.4. 2G OPERATORS’ MARKET SHARES

The following charts show the market shares based on
subscribers of the leading operator and the main
competitors in the second generation mobile market.

Operators’ market shares have been calculated for the
overall mobile market (including analogue, DCS 1800
and GSM 900 subscribers). There are analogue
subscribers in Italy, Poland, Slovenia, Slovakia and
Sweden.

Data concerning market shares are based on the data
supplied by the NRAs. When these data are
confidential or not available, estimates on the number
of mobile subscribers from the European Mobile
Communications database are presented. Data refer to
end of June 2004.

In a few countries there exist discount mobile operators
which are partially or fully owned by other mobile
operators. Mobile customers that have signed-up with

Figure 52

these discount have been considered

separately.

operators

With the exception of Ireland, Luxembourg, the United
Kingdom, Hungary, Latvia, Lithuania, Malta, Poland
and Slovakia, the leading operator is a subsidiary of the
incumbent fixed network operator. Figure 2 shows the
shares of the leading operator, the main competitor and
the other competitors in the digital mobile market only.

After Cyprus and Slovenia, Switzerland is the third
country in which the subsidiary of the historic operator
has the largest market shares. This rate, which is 61%,
is very well above the European average (EU15 - 43%,
EU 25 — 49%). The United Kingdom has the most
balanced market of all, as the historic operator’s
subsidiary and its main competitor each have about a
quarter of the market, with the other players sharing the
other half.
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Denmark: Users of the discount operator controlled by the mobile subsidiary of the incumbent fixed operator represent 10% of the market.
Luxembourg: Users of the discount operator controlled by the mobile subsidiary of the incumbent fixed operator represent 22% of the market.

Source for Switzerland: OFCOM Switzerland.

The following chart shows the market share, in terms
of subscribers, held by the mobile subsidiary of the
incumbent fixed operator. Where the incumbent still
operates an analogue service, the shares of the overall
mobile market of their analogue and digital services are
indicated separately. In the United Kingdom, Ireland,
Latvia and Lithuania the fixed incumbent operator does
not have a mobile subsidiary. As stated above, users of
discount mobile operators controlled by the mobile

Telecommunications Regulatory Package — 10" Implementation Report — Annex 1 - 70

subsidiaries of the incumbent fixed operators have not
been included in the chart below.

Note that in nine countries out of twenty six, the
historic operator’s subsidiary has more than half of the
market share (>50%). In Switzerland, Slovakia and
Cyprus, this proportion is above 60%, whilst in the
United Kingdom, Luxembourg, Denmark, Poland and
the Netherlands, it is below 40%.




Figure 53
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Denmark: Users of the discount operator controlled by the mobile subsidiary of the incumbent fixed operator represent 10% of the market.
Luxembourg: Users of the discount operator controlled by the mobile subsidiary of the incumbent fixed operator represent 22% of the market.

Source for Switzerland: OFCOM Switzerland.

Figures 54 and b54a trace the evolution in the
distribution of market shares between the historic
operator and its competitors in the EU15 Member
States and in Switzerland respectively. The situation
among the two groups of countries observed contrasts
greatly. Thus in the Union countries, on average, a
balanced distribution of market shares between the
historic operators and their competitors occurred as
early as the year 2000. Since then, even though the
situation has been evolving only very slowly, the
alternative operators have slightly strengthened their
position.

The average market share of leading operators, based
on subscribers in the EU15 Member States, has
dropped from 46.58% last year to 43.21% this year.
This year’s reduction is greater than the reduction seen
in the previous three years combined.

In Switzerland, on the contrary, the alternative
operators are finding it more difficult to make headway
and it may take some time before they break the 50%
barrier, if they ever do. Examining the forces at work,
it is apparent that the Swiss situation in 2004 virtually
corresponds to that prevailing on average in the Union
countries in 1998.
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Figure 54
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5.5. MOBILE BASKET

The analysis of national (as opposed to roaming)
mobile services is based on the OECD baskets for
digital mobile services. Due to significant changes in
usage patterns, the OECD baskets have been redefined
with effect from August 2002. The new baskets are not
comparable 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 revised baskets are used in this analysis.
There are 3 different baskets, based on low, medium
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and high usage levels. All packages analysed in this
study are Post-Paid packages. Some of the main
properties of the new OECD baskets are:

e Low usage basket with:
25 outgoing calls per month + 30 SMS
messages
42% of calls are to fixed line phones, 58% to
mobile phones




e  Medium usage basket with:
75 outgoing calls per month + 35 SMS
messages
36% of calls are to fixed line phones, 64% to
mobile phones

e High usage basket with:
150 outgoing calls per month + 42 SMS
messages
40% of calls are to fixed line phones, 60% to
mobile phones

Each basket also has a unique definition of time of day
distribution and call duration, and includes the monthly
rental, and any registration charges distributed over 3
years.

The two most prominent operators in each country are
covered, based on available subscriber numbers. All
relevant packages from each operator are considered,
but the final results presented here only show the
cheapest package for each basket.

The asterisk (*) behind the package name means that
the package name and its structure have changed
between 2003 and 2004. The package chosen at any
time is the cheapest package from that provider for the
usage profile in question. This may give rise to
significant price changes over time.

The balance of fixed and usage in the mobile baskets
varies considerably between countries, as the preferred
packages in some countries contain a lot of calling time
included in the fixed charge.

A full description of the methodology can be found at
the end of this report.

In 2004, the cheapest offerings in the basket of tariffs
for low users (Figure 55) are in Lithuania (5.5 € and
7.1 €), Cyprus (5.8 €) and Slovakia (8.3 €). Among the
old Member States the best offers are in Denmark (10 €
and 10.9 €), Finland (12 € and 12.9 €), Luxembourg
(13.4 €) and Sweden (13.4 €). Switzerland, for its part,
is well above the European simple average (17.6 €),
with a basket at 22.8 € for Sunrise and 25.7 € for
Swisscom.

For a medium user (Figure 56), the most attractive
offerings are available in Lithuania (14.5 €) and
Cyprus (15 €), and among the old Member States in
Denmark (23 €) and Luxembourg (24.9 €), at prices
distinctly lower than the European average (36.6 €).
For Switzerland, we note that the cost of the cheapest
basket — Orange, at 49.2 € - greatly exceeds the
European average (36.6 €). As for the Swisscom
Mobile basket, it is more expensive (68.5 €) than any
of its rivals.

High users (Figure 57) will find the most advantageous
offerings in the new Member States such as Cyprus
(29.2 €) and Czech Republic (32.6 €), but also in
Denmark (42 €) and Luxembourg (42.5 €). By way of
comparison, we note that the European simple average
is 63.4 €. Swiss users are among the worst served of all
the citizens in the countries under consideration. Even
though the Orange basket (66.9 €) costs 44.2 % less
than that of Swisscom, the latter has the distinction of
being, very clearly, the most expensive of all (119.9 €).
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Figure 55
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Source for Switzerland: Teligen T-Basket; OFCOM Switzerland computation.
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Figure 56

Medium usage mobile basket
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Figure 57

High usage mobile basket
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6 NUMBERPORTABILITY

6.1.FIXED NUMBER PORTABILITY

Fixed number portability (FNP) enables subscribers moderate between 2003 and 2004 in comparison
to retain their number when they move from one with the average growth rate in the Union.

operator to another. Although it was slow to take
off, there has been major increase in numbers
ported during this year suggesting a more
competitive environment where customers are
changing operator in greater numbers. Almost 5

Prices for fixed number portability refer to the
amount charged by the incumbent to the recipient
operators for porting a telephone number. This
price may vary depending on a number of factors.

million numbers have now been ported in the EU. The price in Switzerland is rather high (20.23 €).
This is a 61% increase on the previous year. Spain, Only in three countries — Austria, Ireland and
the Netherlands and Italy show the highest values Finland - do incumbents charge even more for
in absolute terms. number portability.

The increase of ported numbers in Switzerland was
very high between 2002 and 2003, and rather

Figure 58
Fixed ported numbers and price of fixed number portability, August 2004
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Belgium: Figures refer to July 2004 and include non-geographical numbers. Price refers to a simple installation. For a complex installation
there is a € 89.7 one-off fee.

Denmark: Figures include non-geographic numbers.

Czech Republic, Germany, Greece, Cyprus, Lithuania, Slovenia: Data not available.
Estonia, Hungary, Lithuania: Number portability was introduced on 1 January 2004.
Greece: No data available

Spain, Portugal: Data refer to end June 2004

Latvia, Malta, Poland and Slovakia: Fixed number portability not available

Finland: Prices vary according to each operator

Sweden: Number of transactions. The exact amount of ported numbers is not available.
United Kingdom: NRA estimates.

Source for Switzerland: OFCOM Switzerland, operators. The data for August 2002, 2003 and 2004 refer
respectively to the whole year 2001, 2002 and 2003.
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6.2.MOBILE NUMBER PORTABILITY

Mobile number portability (MNP) only became
compulsory in the EU with the entry into force of
the new regulatory framework on 25 July 2003.
However, many Member States had already
introduced MNP in advance to develop competition
on the mobile market. Mobile number portability
(MNP) allows subscribers to retain their number
when they move from one operator to another. The
number of ported numbers has increased
significantly during the vyear, with dramatic
increases occurring in some countries, namely

Belgium, Denmark, Germany, Spain, Ireland, Italy,
the Netherlands, Finland, Sweden and the United
Kingdom. Overall, 12.1 million numbers have now
been ported in the EU, representing 3.2% of mobile
numbers. This is a 119% increase on the previous
year. Switzerland contrasts with this evolution
because during the observed periods a decrease of
31% occurred. This case is unique in Europe. It is
also the first time since the introduction of the
mobile number portability that Switzerland faces
this situation.

Figure 59
Mobile ported numbers and price of mobile number portability, August 2004
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Belgium: Figures refer to July 2004. Price refers to a simple installation. For a complex installation there is a € 23.41 one-off fee.
Denmark: Numbers that have been ported repetitively are counted several times.

Germany: Data refer to 1 June 2004
Spain: Data refer to end of June 2004
Ireland: Price for number portability is being reviewed

Luxembourg, Austria, Slovenia: Data not available. MNP is applied since November 2004 in Luxembourg and since 16 October in Austria.
Czech Republic, Estonia, Latvia, Malta, Poland, Slovakia: Mobile number portability unavailable

Hungary, United Kingdom: Price is subject to commercial negotiation

Finland: Price shown is an average

Source for Switzerland: OFCOM Switzerland, operators. The data for August 2002, 2003 and 2004 refer

respectively to the whole year 2001, 2002 and 2003.

The following table provides information on fixed
and mobile number portability in the Member
States and in Switzerland. Fixed number portability
is not yet available in Latvia, Malta, Poland and
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Slovakia. Mobile number portability is unavailable
in Czech Republic, Estonia, Latvia, Malta, Poland
and Slovakia.




Date of
introduction

Date of introduction of

of fixed mobile number Comments fixed Comments mobile
number portability
portability
Belgium 1 January 1 October 2003 Situation on 1st July 2004. Includes non-geographical
2000 numbers.
Czech 1 Januar Mobile number portability shall be introduced 6 months
. Y| Not available after the Law on Electronic Communications will come
Republic | 2003 .
into effect
15 October Includes non-geographic numbers. Numbers that have been | Numbers that have been ported repeatedly are counted
Denmark 1 January 2001 e : PR - S
1999 ported repetitively are counted several times in this figure. several times in this figure.
Germany 199§anuary 1 November 2002 No data available Situation as at 1 June 2004
The service was implemented on 01.01.2004 and, according
1 Januar to the regulation nr. 64 8151 (5), donor operators who owns a
Estonia 2004 Y11 January 2005 technical licence for the use of numbering series have a right | The service provision will start at 1 January 2005
to require a fee for ported number from a recipient operator,
which shall not exceed 1,5 times a state fee rate per year
From 1/6/2004 a Centralised National Reference Database is | A Centralised National Reference Database is used for
Greece 1 January 1 March 2004 used for FNP. One-off charge per application for numbers | MNP. One off charge per application for numbers
2003 ported successfully -There is also a fee for each rejected | ported successfully -There is also a fee for each rejected
application ( 2.75) application ( 4.8)
. 1 January
Spain 2000 1 December 2000 As at 25 June 2004 As at 25 June 2004
1998 (Sep.
2001  for
France non- 1 June 2003
geographic
numbers)
1 .
Ireland November | 1 July 2003 Per smgl_e CL1. One-off fee. Rate falls to €3.96 per CLI for Interim charge - to be reviewed.
2000 orders with 100+CLlIs
Italy L January 30 April 2002 In the case of incumbent acting as donor/donating Price appllf_:able to all mobile operators acting as
2000 donor/donating
12 July
Cyprus 2004 12 July 2004
Latvia [a\lvc;tilable Not available Planned to be available in December 2005 Planned to be available in December 2005
. . 1 January
Lithuania 2004 1 January 2004
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Luxembourg

| Planned to be available in November 2004

1 January

Hungary 2004 1 May 2004
Not The legal obligation to have fixed number portability has been
Malta . Not available in force since 1 July 2002. However, currently there is only
available - .
one fixed operator in the market.
Current total from 1/1/2001 until July 2004 (latest figures).
The 1 January Service numbers are portable, however in general service | Current total from 1/1/1999 onwards is unknown.
Netherlan 1999 1 January 1999 numbers are allocated to end-users. The low number | Current total from 1/1/2001 until July 2004 (latest
ds (unknown) of actual ported service numbers has been | figures).
aggregated in the amount of fixed numbers
Austria %OOMamh 30 July 2004
1 MNP should have started in September 2004 (New
Poland September telecommuniactions law regulating this issue will enter
2004 into force in Sept. 2004)
30 June
Portugal 2001 1 January 2002 As at end July 2004
Slovenia 1 May 2004 There are no actual offering of voice telephony from alternative operators
1 January
Slovakia | 2004 %Planﬁrg)]ary 2004 Not yet implemented Not yet implemented
(Planned)
(Business) customers can connect to several operators'
networks and direct their outgoing and incoming traffic
Finland 25 July 2003 through different operators. Prices vary greatly. Sonera | One-off fee, average
charges 15 and Elisa 29 euro/order + 9 euro/number (on-off
fees).
Sweden 1 July 1999 | 1 September 2001 Number of transactions. Amount of ported numbers not available
Until April 2004. The United Kingdom has no
United 1 January Estimated. One-off charge for simple (not multi-line) ports. | "incumbent” mobile operator. A small number of
. 1 January 1999 Providers set their own charges and these must be reasonable | service providers charge customers about €30 to port.
Kingdom | 1996 . . .
and cost oriented. Providers set their own charges and these must be
reasonable and cost oriented.
Switzerland ;o'\gg reh 1 March 2000
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7 BROADBAND ACCESS AND PRICING

7.1.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 and in Switzerland. It also
contains information on access lines provided by
means of alternative technologies such as wireless
access (WLL), satellite and cable modems.

Information has been provided by the national
regulatory authorities through 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 on
a regular basis in January, July and October. Unless
otherwise stated, the data below refer to the position at
1 July 2004 (also for Switzerland).

The definitions used in the charts and data below are as
follows:

- Fully unbundled lines: Fully unbundled lines supplied
to other operators, excluding experimental lines. In the
case of full unbundling, a copper pair is rented to a
third party for its exclusive use. As fully unbundled
lines (ULL) supplied by the incumbent operator to the
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.

- Shared access lines supplied by the incumbent to new
entrants; Shared access lines supplied to other
operators, excluding experimental lines. In the case of
shared access, the incumbent continues to provide
telephony service, while the new entrant delivers high-
speed data services over that same local loop.

- Bitstream access: Supplied to new entrants. Bitstream
access refers to the situation where the incumbent
installs a high-speed access link to the customer
premises and then makes this access link available to
third parties, to enable them to provide high-speed
services to customers. Bitstream depends in part on the
PSTN and may include other networks such as the
ATM network. Bitstream access is a wholesale product
that consists of the provision of transmission capacity
in such a way as to allow new entrants to offer their
own, value-added services to their clients. The
incumbent may also provide transmission services to
its competitor, to carry traffic to a 'higher' level in the
network hierarchy where new entrants may already
have a broadband point of presence.

- Simple resale: 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. Resale offers are not a substitute for bitstream
access because they do not allow new entrants to
differentiate their services from those of the incumbent
(i.e. where the new entrant simply resells the end-to-
end service provided to him by the incumbent on a
wholesale basis).

- Incumbent's DSL lines: Provided to end users by the
incumbent, its subsidiaries or partners (for example an
associated company such as a joint venture providing
ISP services).

- WLL: Internet broadband connections by means of
wireless local loop (sometimes referred to as fixed
wireless access)

- Cable modem: Internet broadband connections by
means of cable TV access

- L.L.: Internet broadband connections by means of
dedicated capacity (Leased Lines) provided over
metallic copper pairs, including tail ends or partial
circuits. “Incumbent's leased lines” includes only retail
lines and excludes lines provided to other operators.
“New entrants' leased lines” includes all retail lines
provided to end users, even if based on wholesale lines
supplied by the incumbent.

- Other: Internet broadband connections by means of
3G, satellite, fibre optic, powerline communications,
etc.

The figures relating to Switzerland include ADSL and
cable modem connections only. The other means of
accessing the internet have not been considered, due to
the lack of information in our possession. However, the
quantitative importance of these other types of access
represents a negligible proportion of the overall
broadband market.

- Retail access: Access provided to end users.

- Incumbents are defined as the organisations enjoying
special and exclusive rights or de facto monopoly for
provision of voice telephony services before
liberalisation, regardless of the role played in the
provision of access by means of technologies
alternative to the PSTN.

- “New entrants” refers to  alternative
telecommunications operators, as well as internet
service providers (ISPs).
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- Broadband capacity: Capacity equal to, or higher
than, 144 Kbit/s.

7.2, WHOLESALE ACCESS

This section shows the availability of wholesale access
lines supplied by incumbent operators to new entrants.
Separate figures are provided for fully unbundled lines,
shared access and bitstream access.

Data from the New Member States are included when
available. As can be seen from the table at the end of
this section, data are not always available, especially as
regards wholesale lines. Fully unbundled and shared
lines are not available in Cyprus, Malta, Poland and
Slovakia. Shared access lines are not available in

Estonia. In the figures below for wholesale lines ,some
operators have also included the lines that the
wholesale division supplies to its retail division or to
its ISP subsidiary.

In Belgium and Austria, the wholesale lines supplied to
the incumbent’s retail division are not included.

The table below shows the number of agreements
between operators for ULL, shared access, bitstream
and resale as at 1 July 2002, 2003 & 2004.

Table 1 Number of agreements for full ULL, shared access, bitstream access and resale,

2002-2004.
N. of agreements on fully N. of agreements on shared N. of agreements on Bitstream N. agreements on resale lines
unbundled lines lines access
July 2002 | July 2003 | July 2004 | July 2002 | July 2003 | July 2004 | July 2002 | July 2003 | July 2004 | July 2002 | July 2003 | July 2004
BE 7 8 8 4 8 4 9 10 12 21 25
Cz 2
DK 16 13 17 5 4 5 7 1
DE 91 74 86 3 5 2 52
EE 7 4
EL 2 7 7 6
ES 6 9 9 6 9 38 40 30 n.a. n.a.
FR 9 9 13 9 9 4 5 5 5 20 n.a
1E 1 1 3 1 1 3 7
IT 31 31 27 2 2 50 45 196 n.a.
CY n.a. n.a. n.a.
LV 11
LT 17
LU n.a. 2 3 n.a. 2 n.a. n.a 1 3
HU 18
MT 15
NL 10 12 12 10 12 n.a. 1 1 n.a.
AT 12 17 20 24 24 38
PL
PT 4 4 2 n.a. n.a. 4 8 9
Sl 4
SK
FI 180 n.a. n.a. 80 n.a. n.a. 60 n.a. n.a. 35 n.a. n.a.
SE 33 63 110 33 63 110 4 23 26 5 11 n.a.
UK 53 57 59 5 7 12 309 n.a. 28 0 535 763
EU 455 307 385 158 122 209 504 165 389 110 588 821
CH* 0 0 0 0 0 0 0 0 0 20** 29%** 28

* Note that the 28 competing operators have in turn concluded reselling agreements with other providers. In

Switzerland, there are some 60 companies offering ADSL services.

** as of September 2002
*** g5 of February 2004
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Figure 600 shows the distribution of wholesale access
lines supplied by the incumbent operators to new
entrants. There has been a huge surge of 110% in
wholesale unbundled local loops (fully unbundled lines
and shared access lines), from 1.8 million in July 2003
to more than 3.8 million, in July 2004, representing
almost 2% of the PSTN lines in the EU15. This
increase comprises approximately one million fully
unbundled lines and one million shared access lines.
The number of shared access lines increased from 191
500 to 1 168 828 lines, an increase of 505%. The
biggest increases were experienced in France and
Sweden (shared access) and Italy, Germany, Austria

and Finland (fully unbundled). It should be noted that,
in the two countries where the number of fully
unbundled lines is highest, Germany and lItaly, only
36% (Germany) and 42% (ltaly) of the fully unbundled
lines are used for the provision of retail broadband
services. The growth of 237% in wholesale bitstream
access during the year is also notable, from 795 071
lines in July 2003 to 2 681 398 lines in July 2004.
Fully unbundled lines and shared lines, as well as
bitstream access, have not yet been implemented
concretely in Switzerland. This is why the figures for
Switzerland in the three charts below are equal to “0”.

Figure 60

Availability of wholesale access in the EU, July 2004
Incumbent's PSTN activated main lines (million): 204
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Figure 61
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Source for Switzerland: OFCOM Switzerland.

83 - Telecommunications Regulatory Package — 10" Implementation Report — Annex 1



Figure 62

EU and CH wholesale shared access broadband lines by Member State, July
2004
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Source for Switzerland: OFCOM Switzerland.

Figure 63
EU and CH wholesale bitstream access broadband lines by Member State, July
2004
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Including lines sold to the incumbents' retail divisions and ISPs
France: In March 2004 a wholesale offer for broadband at regional level was introduced (IP ADSL regional Option 5). 44% of IP ADSL lines have
been migrated to this offer, which explains the huge increase.

Source for Switzerland: OFCOM Switzerland.

7.3.RETAIL BROADBAND ACCESS

This section provides information on the deployment (alternative telecom operators or Internet Service
of broadband access lines by incumbents (and their Providers) to end-users.
subsidiaries or partners) and by new entrants
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Internet broadband access can be provided by 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 fully unbundled or shared access lines,
bitstream access or resale.

In all the charts below on fixed broadband retail lines
the data refer to 1 July 2004 except for Hungary, where
data refer to end of March 2004. The figures for Poland
do not include cable modem lines.

The charts below only include fixed broadband lines.
Data on 3G mobile subscribers are also available in the
table at the end of this section.

Figure 64 shows the total number of broadband access
lines for each Member State and Switzerland, provided
by both incumbents and new entrants, and including all
types of fixed broadband connections.

In July 2004, Switzerland had 1’066,000 broadband
lines (active customers). Note that 656,000 customers
are connected using ADSL technology and 410,000 are
connected by cable modem. In the international
comparison, Switzerland is on a par with countries
such as Sweden and Denmark, i.e. in the company of
countries with a low proportion of the European market
(3.6% of the European market for Switzerland).

Figure 64
EU and CH fixed broadband lines by Member State, July 2004 -
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Source for Switzerland: Swisscom; Swisscable.

Note: Leased line, optical fibre, PLC, satellite, WLL, etc. services are not included. Only ADSL and cable modem

services are taken into account.

The following chart presents the number of broadband
lines per Member State and Switzerland in July 2002,
July 2003 and July 2004. France has experienced the
largest growth in absolute figures, adding 2.5 million
broadband lines during the year, followed by the
United Kingdom (2.2 million) and Italy (2 million).

An examination of Figures 65, 66 and 67 reveals that
the growth in broadband connections was substantial
between July 2002 and July 2004, regardless of the
type of access used:

e + 266% for total broadband connections
(Figure 65);

e + 550% for ADSL broadband connections
(Figure 66);

e + 115% for cable modem broadband
connections (Figure 67).

This situation can also be observed in most of the
European Union countries. All the countries saw a
significant increase in the number of broadband
connections, although DSL access enjoyed higher
growth rates than the other means of accessing the
internet (CATYV, etc.).

It is however advisable to be cautious with the growth
rates since the countries are not all in the same phase of
market development, some being more advanced in
their progress along the S-curve and hence showing
lower growth rates (consolidation of the market).
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Figure 65
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Total fixed broadband retail lines, July 2004
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The chart above only includes fixed lines. 3G subscribers in Italy, United Kingdom, Sweden, Austria, as well as in other Member States are not

included (see mobile telephony section)

Source for Switzerland: Swisscom; Swisscable.

Note: Leased line, optical fibre, PLC, satellite, WLL, etc. services are not included. Only ADSL and cable modem

services are taken into account.

The following two charts show the breakdown of
broadband lines according to the two main types of
technologies. Figure 66 shows the number of DSL
lines. Germany has the highest number of lines,
followed by France, Italy and the United Kingdom.
Again the highest growth in absolute figures has
occurred in France, with 2.4 million lines. In Italy 1.9
million lines were added. With regard to the number of
million of broadband lines using transmission means
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other than DSL (Figure ), the United Kingdom, the
Netherlands and Spain account for 50% of the existing
6.6 million lines. There are 1.6 million in the United
Kingdom, almost 1 million in the Netherlands and
around 0.7 million in Spain. The biggest increases were
experienced in the United Kingdom (0.5 million) and
Spain (0.2 million). Cable modem is the most common
technology, followed by fibre to the home. Other
technologies are still marginal.




Figure 66

Total DSL retail lines, July 2004
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Source for Switzerland: Swisscom; Swisscable.
Note: Leased line, optical fibre, PLC, satellite, WLL, etc. services are not included. Only ADSL and cable modem
services are taken into account.
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Figure 67
Total fixed broadband retail lines with technologies other than DSL,
July 2004
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The chart above only includes fixed lines. 3G subscribers in Italy, United Kingdom, Sweden, Austria, as well as in other Member States are not
included (see mobile telephony section)
Data on cable modem in Poland unavailable

Source for Switzerland: Swisscom; Swisscable.
Note: Leased line, optical fibre, PLC, satellite, WLL, etc. services are not included. Only cable modem services are
taken into account.

The following charts provide information on the EU. On average, 78% of the EU25 broadband lines use
national broadband markets according to the DSL technologies and, only in three countries, do DSL
technology used and the type of operator. Figure 68 lines represent less than 50% of the overall market.

shows that DSL is the predominant technology in the
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Following the example of Belgium, the United
Kingdom, Sweden or the Netherlands, the broadband
access market in Switzerland is split in favour of the
DSL technologies (only ADSL technology is
considered in the case of Switzerland). As the
broadband market develops in Switzerland, this

Figure 68

proportion, relatively equal in July 2003, is constantly
changing and cable modem technology is losing in
growth rates and proportion of customer base. A
broader coverage and publicity campaigns launched by
resellers of the Swisscom wholesale product largely
explain this trend.

Total fixed broadband retail lines by technology, July 2004
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The chart above only includes fixed lines. 3G subscribers in Italy, United Kingdom, Sweden, Austria, as well as in other Member States are not

included (see mobile telephony section)

Source for Switzerland: Swisscom; Swisscable.

Note: Leased line, optical fibre, PLC, satellite, WLL, etc. services are not included. Only ADSL and cable modem

services are taken into account.

With regard to the market share of fixed incumbent
operators and new entrants, Figure 69 indicates that, on
average, incumbent operators control 56% of
broadband lines. There are significant differences
between Member States: In Germany the incumbent
owns 87% of the lines, whereas in the United Kingdom
this figure is as low as 25%.
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Switzerland is on a par with Austria and Czech
Republic. The proportion of broadband connections
held by the ratail subsidiary of the historic operator is
relatively low in comparison with the other European
Union countries. In Switzerland, the competing
operators had 64% of all broadband connections in July
2004 (however, 72% in July 2003).




Figure 69

Fixed broadband retail lines market share by operator, July 2004

0 ] ] o o ) o) o e o o o) o )

ovH H HH-HHHHHHHH H

gowH H HHHHHHHHHH H

0% H - HHHHHHHHHH -

60%H 4 - H - HHHHHHH H

50%H - H H H H H H

awonH H H H H

30% -

UK MT LT AT CZ EL SE NL SK FR HU EE BE ES EU25 DK IE IT Sl Fl LU PT LV DE PL CY CH

‘ B INCUMBENTS

ONEW ENTRANTS ‘

Source for Switzerland: Swisscom; Swisscable.

Note: Leased line, optical fibre, PLC, satellite, WLL, etc. services are not included. Only ADSL and cable modem

services are taken into account.

Figure 70 presents the market share by operator in the
DSL retail market. At EU25 level the fixed incumbent
operator provides 70% of DSL lines. In 11 Member
States the incumbent operator sells more than 80% of
all DSL retail lines.

In Switzerland, the ADSL market is split in favour of
the historic operator, the other 41% of the connections
are held by competing operators. In the international
comparison, Switzerland occupies a relatively balanced
position as regards the division of the market.

This situation should not, however, obscure the fact
that resale is the only means accessible to the
alternative operators, apart from the construction of
their own access network, for them to market their own
products. However, unlike the possibilities offered by
unbundling and bitstream, resale limits the added value
which the alternative operator can bring to the value-
creation process.

Moreover, the market share held by the subsidiary of
the incumbent operator, increased from 56% to 59%
during the observed period.
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Figure 70

DSL retail lines market share, July 2004
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Source for Switzerland: Swisscom; Swisscable.

Note: Leased line, optical fibre, PLC, satellite, WLL, etc. services are not included. Only ADSL and cable modem

services are taken into account.

The next series of charts provide further information on
the trends observed in the three segments analysed
previously. As can be see from

Figure 71, new entrants are steadily increasing their
presence in the overall broadband market, with an
average 43.6% market share against 41.3% a year ago.
This trend is however not uniform, and in countries

Figure 71

such as Greece, Ireland, Italy, the Netherlands,
Portugal and Switzerland the fixed incumbent operator
has increased its market share. In Switzerland, this
situation is explained by the substantial expansion in
absolute terms of the number of broadband ADSL
connections (greater than the expansion of cable
modems). More than half of the connections are held
by the subsidiary of the historic operator.
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Trends in the fixed broadband retail lines market share: New entrants
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Source for Switzerland: Swisscom; Swisscable.

Note: Leased line, optical fibre, PLC, satellite, WLL, etc. services are not included. Only ADSL and cable modem

services are taken into account.

With regard to the trend in the number of DSL lines
sold by incumbent operators in the same period, there
has been a reduction of 8 percentage points on average,
from 78% in July 2003 to 70% in July 2004. With the
exception of Greece, Italy, Portugal and Switzerland,
incumbent operators have lost market share in all other
Member States. The most significant reductions
occurred in France, the United Kingdom, Luxembourg
and Sweden.

Figure 72

Between the two periods observed, the subsidiary of
the Swiss historic operator gained 3 points of market
share in the ADSL access segment. This upward trend
puts it in the minority of the European Union countries,
in which the historic operator or its subsidiary has
managed to reverse the trend and consolidate its
situation.
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Source for Switzerland: Swisscom; Swisscable.

Note: Leased line, optical fibre, PLC, satellite, WLL, etc. services are not included. Only ADSL and cable modem

services are taken into account.

As can be seen from Figure the number of DSL lines
has increased in the overall broadband retail market,
representing 78% of all broadband lines as against 73%
in July 2003. The only exceptions to this general trend
are Denmark and Finland.

Like the majority of the European Union countries,
Switzerland increased the proportion of the number of
DSL connections (ADSL only for Switzerland)
compared with the total number of activated broadband

connections. This is not at all surprising since in
Switzerland the growth enjoyed by ADSL in absolute
terms is higher than that of cable modems. In the
international comparison, in July 2003 Switzerland was
level with the United Kingdom, for which the split
between broadband access technologies is very well
balanced (approximately 50/50). In July 2004 there
was observed approximately the same growth of the
ADSL market share in both countries (more than 10
points).
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Figure 73

Trends in DSL retail lines as % of total broadband access lines
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Source for Switzerland: Swisscom; Swisscable.
Note: Leased line, optical fibre, PLC, satellite, WLL, etc. services are not included. Only ADSL and cable modem
services are taken into account.

The following chart shows the penetration rate for
broadband lines measured as the total number of
broadband lines divided by the total population. The
broadband penetration rate varies significantly across
Member States ranging from 0.2% in Greece to 15.6%
in Denmark. The rate of broadband growth over the
year for the EU15 Member States is also diverse,
ranging from 0.22 percentage points in Greece to 5.21
percentage points in Denmark. In general, the best
performing countries continue to have high rates of
growth, widening the gap between them and the
countries with lowest penetration levels.

In July 2004, the penetration rate of broadband access
in Switzerland was one of the highest in Europe. Only
Denmark and the Netherlands had higher rates. Nor is
it surprising to note that it is primarily the small
countries with a low population and a relatively high
gross domestic product which are in the lead in terms
of broadband penetration.
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Figure 74

EU25 and CH Fixed broadband penetration rate, 1 July 2004
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Source for Switzerland: Swisscom; Swisscable.

Figure 5 displays the number of DSL lines per 100
PSTN lines of the fixed incumbent operator. There
has been an increase of almost 9 percentage points
in the Netherlands and of more than 8 points in
Denmark, followed by Italy and France with a 7
point increase each.

Figure 75

The proportion of ADSL connections compared
with the number of PSTN main lines puts
Switzerland more or less on the top of the league
table. Only three countries have a higher
penetration rate, i.e. in ascending order, the
Netherlands, Belgium and Denmark.

DSL lines as % of fixed incumbents' PSTN main lines. EU total DSL lines: 23 083 834 July 04

30

% of PSTN lines
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Availability of wholesale access July 04

Fully unbundled lines supplied by the
incumbent to new entrants

Shared access lines supplied by the incumbent

to new entrants

Wholesale DSL lines supplied

Bitstream access Simple resale
Incumbent's
PSTN activated Unbundled Requested N. of Requested N. of No. of lines No. of Resale No. No. of
Country main lines lines lines agreements Shared lines lines agreements agreements of lines agreements
Belgium 4,504,142 4,750 99 8 2,635 13 86,539 10 72,331 25
Denmark 2,112,258 53,602 n.a. 17 26,630 n.a. 56,163
Germany 37,500,000 1,627,846 86 1,141
Greece 5,600,000 932 101 7 160 35 21,845 6
Spain 16,884,000 40,302 600 9 2,142 9 495,966 30
France 33,826,000 13,066 13 717,654 14 854,205 5 635,155 n.a.
Ireland 1,590,000 305 4 3 1,195 10 3 10,990 7
Italy 26,596,000 697,530 906,082 27 158 468 2 750,000 196
Luxembourg 244,000 2,376 270 3 3 1,651 3
Netherlands 7,800,000 39,625 n.a. 12 281,504 n.a. 12 1
Austria 2,993,000 45,862 3,300 20 18 n.a. 20 71,300 38
Portugal 3,994,253 4,845 2 32,525 9
Finland 2,725,607 96,600 n.a. n.a. 31,600 n.a. n.a. 29,500 n.a. n.a. n.a.
Sweden 5,500,000 10,972 n.a. 110 87,795 n.a. 110 3,200 26 150,000 n.a.
United 29,600,000 7,466 85 59 5,949 272 12 224,941 28 2,514,705 763
Kingdom
Cyprus 424,104 n.a. n.a. n.a. n n.a. n.a. n.a. n.a. n.a. n.a.
Czech 3,516,860 10,035 n.a. 10,247 n.a. 2 n.a.
Republic
Estonia 432,000 2,652 2,652 7 n.a. 4
Hungary 3,600,000 41,064 18
Latvia 600,000 1,500 11
Lithuania 817,825 2,249 17
Malta 206,286 6,915 15
Poland 11,117,504
Slovakia 1,200,000
Slovenia 700,000 2,638 911 4
EU15 181,469,260 2 646 079 910541 376 1158581 798 207 2637174 356 3373842 791
EU10 22,614,579 12,687 2,652 9 10,247 2,638 2 44,224 39 8,415 30
EU25 204,083,839 2,658,766 913,193 385 1,168,828 3,436 209 2,681,398 395 3,382,257 821
Switzerland 3,983,000 0 0 0 0 0 0 0 0 267000 28
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BROADBAND RETAIL LINES, JULY 2004
July 04 New entrants’ DSL lines on PSTN July 04 Incumbents' access lines by other means New entrants' access lines by other means
Incumbent's Full ULL Shared Bitstream Resale Total WLL |Cable Leased 3G |Fiber Satellite| PLC Other Total WLL Cable Leased 3G Fiber Satellite [ PLC Other Total
DSL lines access access modem lines to the modem lines to the
home home

BE 731809 2849 2309 80511 71816 157485 0 0 16 0 0 0 0 0 16 7 553584 1734 0 0 0 0 38 555363

Cz 30000 0 0 0 6000 6000 0 0 n.a. 0 na. 0 0 0 0 n.a. 40000 na. 0 na. n.a. n.a. na. 40000

DK 427 322 49 884 28118 56 788 134790 0 106532 3804 0 0 0 0 1685 112021 3019 143367 5152 50359 0 0 0 13479 165017

DE 4700 000 585 000 1141 586141 0 0 n.a. na. na. 4906 0 0 4906 n.a. 70000 na. na. n.a. 45000 9200 na. 124200

EE 50780 51 0 0 75 126 583 0 191 0 322 0 0 0 1096 1735 36888 0 0 2207 0 0 9939 50769

EL 10 245 932 160 11 600 12692 0 0 0 0 0 0 0 0 0 532 0 2457 0 5 0 0 0 2994

ES 1535179 40 302 2142 508 549 550993 214 0 n.a. 0 0 755 0 0 969 6979 660881 7979 0 1367 224 1888 1168 680486

FR 2270 407 13 066 717 654 854 205 635 155 2220080 n.a. 87793 n.a. 0 0 0 0 n.a. 87793 na. 337207 n.a. 0 0 0 0 na. 337207

IE 43 060 305 1195 10 990 12490 na. 0 2300 n.a. na. na. na. n.a. 2300 1400 5200 900 n.a. na. 220 na. na. 7720

IT 2455802 291762 474911 713 767386 0 0 1046 0 44 18700 0 289 20079 305 20 3881 922814 171024 101300 0 0 276530

CcY 14490 0 0 0 0 0 0 0 30 0 0 0 na. na. 30 0 0 0 0 0 0 na. na. 0

LV 26815 0 0 0 0 0 255 357 0 0 0 0 0 0 612 351 1746 59 0 32 0 0 4289 6477

LT 31825 0 0 2249 0 2249 0 0 125 0 36 0 0 0 161 5997 23404 1384 0 3750 1 59 19449 54044

LU 18101 2376 1651 4027 373 156 0 0 0 0 0 0 529 25 2623 10 0 0 0 0 19 2677

HU 101197 0 0 41064 0 41064 893 9138 n.a. 0 na. na. 0 n.a. 10031 5435 64252 na. 0 1000 na. 0 na. 70687

MT 4511 0 0 0 6915 6915 0 0 0 0 0 0 0 0 0 0 2312 0 0 0 0 0 0 2312

NL 1053000 39625 281504 321129 0 0 n.a. 0 na. n.a. 0 0 0 ny.a. 998400 na. 0 na. na. na. na. 998400

AT 249 400 35007 18 71300 106325 0 0 na. na. 0 0 0 0 0 0 350000 na. 0 0 0 0 na. 350000

PL 181501 0 0 0 10806 10806 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

PT 260 341 4290 33093 37383 n.a. 268799 1282 0 na. 0 0 0 270081 797 97340 1294 na. 0 286 0 28 99745

Sl 52929 0 0 911 0 911 0 1064 0 0 243 0 0 0 1307 150 20242 0 0 745 0 0 55 21192

SK 9900 0 0 0 7200 7200 0 0 0 0 0 0 0 0 0 785 3800 na. 0 0 na. 0 0 4585

FI 306 600 47 050 16 850 29 500 93400 0 50200 0 0 0 0 0 55000 105200 5100 47000 0 0 100 0 1000 13700 66900

SE 434000 10972 87795 3200 150 000 251967 na. 0 5000 na. n.a. n.a. n.a. na. 5000 5200 205000 na. 20000 | 184000 600 400 na. 395200

UK 1114974 7 466 5949 224941 1399731 1638087 0 0 n.a. 0 0 2500 0 0 2500 2500 1634000 n.a. 0 0 3500 0 0 1640000
EU15 15 610 240 1130886 1144835 2359588 2259066 6894 375 587 [513480 13448 0 44 26861 0 56974 611394 25864 5104622 | 23407 0 356496 | 151130 | 12488  [28432 5702 439
EU10 503 948 51 44 224 30996 75271 1731 |10559 346 601 13237 14 453 192 644 1443 7734 1 59 33732 250 066
EU25 16114 188 1130937 [ 144835 2403 812 2290 062 6 969 646 2318 524 039 13794 645 26 861 56 974 24 631 40317 |5 297 266 24 850 364 230 151131 |12 547 62 164 5952 505

CH 389 000 0 0 267 000 267 000 n.a. 0 na. 0 n.a. na. na. n.a. p na. 410 000 na. 0 na. na. n.a. n.a. 410 000

Malta: On 15/10/04 ISPs decided to double the speed of the connections below 144KB/s, which are not included in this table. As a result of this upgrading there are now about 30,000 broadband lines, out of which, 13,500 are
by means of cable modem.

Data for Hungary refer to the first quarter of 2004.

The number of lines in the Czech Republic is understated since it refers to lines above 264 Kbit/s only and the number of users of WLL and LANs/WANSs is not included

Data for Poland do not include cable modem lines.
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7.4.PRICES FOR UNBUNDLED LOCAL LOOP

This section shows the charges for connection and the
monthly rental per unbundled loop for both full
unbundled access and shared access to the loop.

Estimates of the total average monthly cost are
calculated on the basis of the price of the monthly
rental + 1/12 of the connection fee.

Price excludes co-location costs.

It is assumed that the loop is active and will be used to
provide DSL services.

Charges in some Member States are different in the
case of subsequent access.

In Switzerland, fully unbundled access and shared
access, as well as bitstream access, have not yet been
concretely implemented. For this reason, Switzerland
will not be included in the comparisons made in this
part of the document.

7.4.1. Prices for full unbundled local loop
LLU is not available in Malta, Poland and Slovakia.

Belgium: Monthly rental for a Type 2 connection, i.e.
Type 1 usage + HF data: ADSL, SDSL, xDSL.
Connection fee: Type 1 “active loop”. For a non-active
loop the connection fee is 60.41. A supplementary fee
of 16.30 for disconnection is also charged.

Czech Republic: Price in the RUO. Operators have
challenged these prices. A decision by the NRA on the
price dispute is expected.

Figure 76

Denmark: An additional DKK 514 is paid if there is no
existing cable termination point.

Germany: Price valid until 31.03.2005.

Spain: Additional wiring within premises is invoiced
separately.

Ireland: This connection charge applies where there is
an existing metallic path. The monthly rental charge is
currently being reviewed.

Italy: The ULL connection fee was 42.00 € from
01/01/04 to 16/06/04. 1t includes POTS and ADSL.

Cyprus: The incumbent operator has published its
RUO. OCTPR will review this and issue its ruling. No
OLO has yet negotiated an agreement

Latvia: A single fee of Latvia L 27.08 is charged for
the technical expertise in connection (included in the
figure).

Hungary: Matav charges 37644 HUF (included in the
figure) to check whether the line is suitable for
unbundling.

Finland: Weighted average of 41 SMP operators
providing ULL. Prices vary between 7.9 and 22.1 € for
the monthly rental and between 84 and 220 € for the
connection.

Sweden: Orders placed and delivered at the same time
at the same termination address: 1540 SEK for the first
access, 790 SEK for additional accesses.

Prices per full unbundled loop
EU22 avg.: Monthly Rental: 11.23 € - Connection: 75.67 €
EU15 avg.: Monthly Rental: 11.09 € - Connection: 67.22 €
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Figure 77

Monthly average total cost per full unbundled loop, 2003 & 2004
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Estimates are based on the total cost for the loop for the first year.

7.4.2. Prices for shared access local loop

SA is not available in Estonia, Cyprus, Malta, Poland
and Slovakia.

Belgium: The price is quoted exclusive of the splitter
(€ 131/year for 48 splitters). A supplementary fee of
€28.33for disconnection is also charged.

Czech Republic: Price in the RUO. Operators have
challenged these prices. A decision by the NRA on the
price dispute is expected.

Denmark: An additional DKK 514 is paid if there is no
existing cable termination point. The price does not
include a splitter.

Germany: Price valid until 31.03.2005.

Spain: Additional wiring within premises is invoiced
separately. Price is exclusive of splitter. An additional
€ 32.10 for POTS splitter and € 83.33 for RDSI splitter
is charged if required.

France: Monthly rental price includes the price of the
splitter.

Ireland: This connection charge applies where there is
an existing metallic path. Price exclusive of splitter.
The monthly rental charge is currently being reviewed.

Italy: The connection fee was 58,40 € from 01/01/04 to
16/06/04

Cyprus: The incumbent operator has published its
RUO. No OLOs have negotiated an agreement yet.

Latvia: A single fee of Latvia L 27.08 is charged for
the technical expertise in connection (included in the
figure).

Luxembourg: Price of the splitter not included.

Hungary: Matav charges 37644 HUF (included in the
figure) to check whether the line is suitable for
unbundling.

Slovenia: Price includes cost of splitter

Finland: Weighted average of 41 SMP operators
providing ULL. Generally the monthly rental is 50% of
the monthly rental of full ULL. Prices for the
connection fee vary between 47 and 252 €.

Sweden: Orders placed and delivered at the same time
at the same termination address: 1100 SEK for the first
access, 790 SEK for accesses 2 to 20, 650 SEK for
additional accesses.
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Figure 78

Prices per shared access
EU21 avg: .Monthly Rental: 3.3 € - Connection: 79.6 €
EU15 avg: .Monthly Rental: 3.1 € - Connection: 70.9 €
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Figure 79
Monthly average total cost per shared access, 2003 & 2004
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Estimates are based on the total cost for the loop for the first year.
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8 PUBLICVOICE TELEPHONY TARIFFS

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 2004. The price trend
over the past five years is also analysed.

The incumbent operators are: Belgacom for Belgium,
Cesky Telecom for Czech Republic, TDC for
Denmark, Deutsche Telekom for Germany, Elion for
Estonia, OTE for Greece, Telefonica for Spain, France
Telecom for France, Eircom for Ireland, Telecom ltalia
for Italy, CYTA for Cyprus, Lattelekom for Latvia,
Lietuvos Telekomas for Lithuania, P&T Luxembourg
for Luxembourg, Matav for Hungary, Maltacom for
Malta, KPN for the Netherlands, Telekom Austria for
Austria, Polish Telecom for Poland, Portugal Telecom
for Portugal, Telekom Slovnije for Slovenia, Slovak
Telecom for Slovakia, TeliaSonera for Finland
(formerly Sonera), TeliaSonera for Sweden (formerly
Telia), and British Telecom for the United Kingdom. In
Switzerland, the historic operator considered is, of
course, Swisscom. It has to be noted that Swisscom
applies a unit-based charging system (CHF 0.10 for x
seconds).

The incumbent operators still retain a large market
share, but new entrants are increasingly gaining market
share 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 also shown.

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

NRAs were given the possibility to check these data
before finalising this report. All NRAs, with the
exception of Cyprus, Spain and Luxembourg, provided
comments and endorsed these data.

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 rental 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 is 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. 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
Verizon (in New York city) and the prices for
international calls are those charged by 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).

8.1.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).

8.1.1. 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:

e  Call set-up charge raised at the start of the call
(when the call is answered). This charge does
not offer any call time. Per second or per unit
charges apply from the beginning of the call.

e 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.
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e The unit charge in effect works 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.

e Minimum charging is normally used with per
second billing, to ensure the operator obtains
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.

In the calculation of the minimum charge for calls
using per second billing the first second of the calls
(after it is answered) is not included, even though this
can also be perceived as part of the minimum cost.

8.1.2. 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:

1. 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). A call set-up
charge, initial charge or minimum charge may
be applied to this structure, in addition to the
duration charge.

2. Unit based charging uses a fixed price unit.
The duration of this unit will vary with the
destination of

Figure 80

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. A call set-up charge may be
applied to this structure, but is relatively rare.

3. 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.

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.
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There is no difference for the minimum cost of a local and a long-distance call in Belgium, Cyprus, Denmark, Estonia, Hungary, Ireland, Latvia,

Lithuania, Slovenia, Sweden, United Kingdom and US.

Source for Switzerland: OFCOM Switzerland.

Figure 81

Minimum cost of a call to a mobile phone
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Source for Switzerland: OFCOM Switzerland.

Initial charges for international calls will normally
follow similar rules as for national calls. In the case of
Greece no minimum or call setup charges are reported
by the operator and the prices shown refer to the 1%
second. Where unit based charging is used the initial

period duration covered by the first unit may change
with the destination. In most countries prices are the
same for business and residential customers.
Differences may occur in Austria, France, the UK and

USA.
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Figure 82

Minimum cost of an international call
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Source for Switzerland: OFCOM Switzerland.
Note: the maximum amount (as well as the seconds referring to it) corresponds to the highest amount for a call to a
European country.
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8.2.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 2004 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.

In Italy, Sweden, the UK, USA and Japan the rental
charges are different for business and residential
customers. In Austria two different packages have been
chosen as appropriate for business (Business 1) and
residential users (TikTak Privat), hence different
packages. In the UK the residential package changed in
2004, after BT abandoned the Residential Standard
Tariff. The “BT Together Option 1” tariff is used. In
Finland and Japan the monthly rental will depend on
where in the country the line is connected. The charges
shown are for the capital/most densely populated area.

Figure 83

In Switzerland, the monthly charge for an analogue
connection (EconomyLine) is CHF 25.25, including
7.6% VAT, which corresponds to 16.48 €. In 2004, the
price charged in Switzerland exceeded the weighted
European average by 2.12 €. In only five countries is
the monthly charge higher — in ascending order:
Belgium, UK, the Netherlands, and Luxembourg and,
finally, Ireland at the top with 24.18 €.

With regard to the price of an analogue business line,
exclusive of VAT, Switzerland is hardly any better
placed in the international comparison, since the price
charged, 15.32 €, exceeds by 1.10 € the weighted
average of the 25 Union countries. Only lItaly,
Luxembourg, Austria, Ireland and the United Kingdom
are worse placed.
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Source for Switzerland: OFCOM Switzerland.
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Figure 84

Business monthly rental
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Source for Switzerland: OFCOM Switzerland.

The following charts show the EU weighted average
variation in nominal terms of the residential and
business monthly line rental charge. Averages for the
EU25, EU15 and EU10 are presented.

The same charts have been produced for Switzerland.
Since the liberalisation of the telecommunications
market, which generally took place in 1998, line prices
have gradually increased in the Union countries. This
phenomenon is known as tariff re-adjustment. Its origin
lies in the fact that lines were subsidised most of the
time by revenue from calls. However, what was
possible, or even desirable, in a monopoly is no longer

so in a market which is supposed to function according
to the rules of competition, and it became imperative to
adapt prices to reflect actual costs. In Switzerland, this
kind of re-adjustment cannot be observed; the only
recorded changes were due to increases in VAT
(increasing from 6.5% to 7.5% on 1 January 1999 and
from 7.5% to 7.6% on 1 January 2001). We note that
the absence of increases in Switzerland had the positive
effect of closing the gap which separated us from our
neighbours.
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Figure 85a

Residential rental per month
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€, VAT excluded
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| Source for Switzerland: OFCOM Switzerland.

8.3.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.

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

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 2004, 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 revised OECD baskets were
adopted in May 2000.

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 (Representing 10% of the number of calls to
fixed lines), plus 72 international calls (Representing
6% of the number of calls to fixed lines). 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 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 3600 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.

A full description of the methodology can be found at
the end of this report.
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Figure 87

Average monthly expenditure (composite basket)
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Source for Switzerland: Teligen T-Basket; OFCOM Switzerland computation.

On the basis of the basket established by Teligen, we find that a Swiss residential user pays about 41 € per month for a
standard range of services. In eight European countries, the cost of the basket is higher — in ascending order: Latvia,
France, Belgium, Poland, Ireland, Portugal, Finland and Hungary. We also note that Japan and the USA, the only non-
European countries considered, are among the less attractive countries.

The same exercise has been carried out for businesses and the results are displayed in Figure 75. The cost of a standard
basket of services in Switzerland is 93.8 €. The United Kingdom and, once again, Japan are at the bottom of the table.
One extremely interesting fact is that the results for businesses have a greater spread than those for residential users, the
cheapest basket being 36.6 € (Cyprus) and the most expensive 114 € (the United Kingdom); Japan is not included. This
seems to indicate extremely diverse practices among different countries in terms of product segmentation. In
Switzerland, Swisscom does not really differentiate its fixed network offerings depending on whether it is dealing with
a residential customer or a business. If there are any special reductions, these are generally the result of negotiations
between the operator and the business and are not analysed here.

Telecommunications Regulatory Package — 10" Implementation Report — Annex 1 - 106



Figure 88

Average monthly expenditure (composite basket)
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8.4.PRICE OF FIXED NATIONAL CALLS BY THE INCUMBENT OPERATOR

8.4.1. 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 2004.

Prices are indicated for three-minute and ten-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
ten-minute call.

Where different tariff packages exist, the basic,
residential package is selected. Otherwise the standard
tariff is used. The “TikTak Privat” Package is used in
Austria, “BelBasic” in the Netherlands and “BT
Together Option 1” in the UK. No discount packages
are taken into account.

The EU average value is the average of the EU
countries weighted according to the national
population.
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Figure 89

Local call charge, 3 min
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Source for Switzerland: OFCOM Switzerland.

Figure 90
Local call charge, 10 min
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Source for Switzerland: OFCOM Switzerland.

Whatever the duration of the call (3 or 10 minutes), the prices charged for local calls in Switzerland are clearly above
the EU25 weighted average. For a three-minute local call (Figure 89), only Belgium charges a higher price. The
situation is slightly different for a ten-minute call (Figure 90), since two countries apply higher tariffs: Slovakia and
Belgium. We note that Switzerland’s poor showing is largely attributable to the introduction, in spring 2002, of a single
national rate, independent of distance. Following this new method of charging, the price of local calls increased whilst
that of national calls decreased. It should also be noted that, in all the countries considered, prices remained stable
between 2003 and 2004, with some exceptions (for example, UK, Portugal, Czech Republic, Austria and Slovakia).
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With regard to prices charged for national calls (Figures 91 and 92), Switzerland is well placed in the international
comparison. Indeed, whatever the call duration, it is ranked at about place ten, with prices coming in clearly below the
EU25 weighted average. Prices are lowest in Slovenia and Cyprus, at 7.9 €-cents in Slovenia for a three-minute call
(19.6 in Switzerland) and 19.9 €-cents in Cyprus for a ten-minute call (52.2 in Switzerland). Italy has the highest
charges for three minutes, whereas Hungary is worst placed for ten minutes. Unlike the prices of local calls, one can
observe a number of changes between 2003 and 2004, but the volatility of the changes was contained within narrow
limits.

Figure 91
National call charge, 3 min
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Source for Switzerland: OFCOM Switzerland.

Figure 92

National call charge, 10 min
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Figure 93 Figure 94
Local and national call charge, 3 min Local and national call charge, 10 min
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Figures 93 and 93a show the evolution, from 2000 to 2004, of local and national prices for a three-minute call in the
European Union countries and in Switzerland, respectively. With regard to local call prices, it has to be noticed that
they remained somehow stable, in both cases, throughout the period in question. The prices of national calls for a three-
minute call, on the other hand, fell in the geographical areas considered, quickly at first and then more slowly. Between
2003 and 2004, the changes were significant (between 11 and 15%) in Europe and non-existent in Switzerland, the
market seeming to have stabilised itself. There are, in addition, two other differences between the Union countries and
Switzerland. First, the evolution charted for the Union is smoother because it takes several countries into account.
Secondly, since 2002 Switzerland has had a single price, independent of distance, and this explains why the two curves
meet. One can draw more or less the same conclusions from the analysis of the trend in prices for ten-minute calls

shown in Figures 94 and 94a.
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8.5.TREND OF THE BASKET FOR FIXED NATIONAL CALLS (NATIONAL BASKET)

Figure 95
EU25 National basket development
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Source for Switzerland: Teligen T-Basket; OFCOM Switzerland computation.
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Figure 96

EU25 composite basket development
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Figure 96a
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8.6.PRICE OF FIXED NATIONAL CALLS BY ALTERNATIVE 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 largest
competitor in each Member State. The tariff packages
selected will impact on this comparison, although care
has been taken to ensure reasonable comparability.

In Switzerland, the comparison was made with
Swisscom’s main competitor, Sunrise, which does not
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automatically mean that it represents the cheapest
alternatives available to consumers. The prices are
those of August 2004 and correspond to the peak
period. If one compares the price of a three-minute
local and national call (Figure 97 and Figure 99),
Sunrise charges 20% less. The same comparison made
for a ten-minute call (Figures 98 and 100) show a 10%
difference between the two operators, again in favour




of Sunrise. It should be noted that this narrowing of the
difference is largely explained by the fact that the two
operators do not apply the same charging systems.
Swisscom applies a unit-based charging system (CHF
0.10 per x seconds) and Sunrise charges by the second;
the results are therefore dependent on the choice of the
exact number of minutes on which the comparison is
based. In fact, if the number of minutes considered
corresponds to the precise moment at which the switch
to the next additional unit occurs, Swisscom’s prices
are comparatively less attractive. We further note that
since Switzerland now has only distance-independent
prices, it is not necessary, unlike in other countries, to

Figure 97

carry out an analysis which is differentiated according
to the distance of the call (local or national). Looking
at Figures 97 to 100, there are two more interesting
general discoveries to be made. The first is that there
are still substantial differences in price between the
historic operator and its main competitor, which means
that competition has not yet completely homogenised
prices. The second lies in the fact that in certain
countries the alternative operator charges a higher price
than the historic operator (the case of Portugal, for
example). The reality is therefore always more
complicated than one might first imagine.
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Figure 98

10 min local calls, incumbent and competitor's price
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TG in Latvia has charges several times above the incumbent. The representation in the graph has been reduced 5 times to maintain a sensible
representation of other countries.

Source for Switzerland: OFCOM Switzerland.

Figure 99

3 min. national calls, incumbent and competitor's price
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representation of other countries.

Source for Switzerland: OFCOM Switzerland.
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Figure 100

10 min. national calls, incumbent and competitor's price
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8.7. INCUMBENT OPERATOR PRICE FOR 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).

All tariffs are standard prices from ex-incumbents
operators, and both these operators and new entrants
may offer lower prices.

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

A full description of the methodology can be found at
the end of this report.

With regard to the price of international calls,
Switzerland is in an exceptional position since there is
only one country (Cyprus) in which prices are more
attractive, either for residential users (Figure 101) or
for business (Figure 102). Moreover, the prices
charged are well below the weighted European
average. For a country such as Switzerland, which is
traditionally orientated towards exporting, this situation
is encouraging. Japan, with prices which literally go
through the roof, is at the other end of the league table.
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Figure 101

Average price for an international call, residential users
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Source for Switzerland: Teligen T-Basket; OFCOM Switzerland computation.
Figure 102
Average price for an international call, business users
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Source for Switzerland: Teligen T-Basket; OFCOM Switzerland computation.

Figures 103 and 103a display the evolution, between 2000 and 2004, of the price of an international call in the
European Union countries and Switzerland, respectively. In the Union countries, prices fell constantly and
progressively. In Switzerland, on the other hand, the competitive pressure exerted by the new entrants had some very
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rapid and marked effects, since prices fell by almost 80% between 1998 and 2000°, regardless of the type of user
(business or residential). Since then, the recorded fall has been negligible.

Figure 103
EU25 International basket development
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Source for Switzerland: Teligen T-Basket; OFCOM Switzerland computation.

Figure 103a
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Source for Switzerland: Teligen T-Basket; OFCOM Switzerland computation.

° Source: OFCOM Switzerland, The Swiss telecommunications market — an international comparison, Extract from the 9" European Union
implementation report extended to include Switzerland, Bienne, July 2004, p. 93-94.

117 - Telecommunications Regulatory Package — 10" Implementation Report — Annex 1



8.8.INCUMBENT OPERATOR 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 11.00AM) to four different
destinations: Near EU country, Distant EU country,
USA and Japan. Figures are expressed in € at August

2004 values, including VAT, and they refer to the
European incumbent operators and the EU weighted
average. The table below summarises the definition of
near and distant EU destination countries.

From: | Near EU | Far EU
BE FR EL
cz DE Fl
DK SE EL
DE FR EL
EE Fl EL
EL IT DK
ES PT DK
FR BE EL
IE UK EL
IT EL DK
CcYy EL DK
Lv SE EL
LT SE EL
LU DE EL
HU AT Fl
MT IT Fl
NL DE EL
AT DE EL
PL DE EL
PT ES DK
SK cz Fl
Sl AT Fl
Fl SE EL
SE DK EL
UK FR EL
CH DE SE

As far as calls to its direct neighbours (Figure 104) are concerned, it was assumed that Germany was the closest country
to Switzerland. It is apparent that in the international comparison a Swiss user pays relatively very little to make a ten-
minute call to his German counterpart. Only Swedish and Danish users enjoy more attractive conditions. Furthermore,
the cost in Switzerland is very well below the weighted European average.
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Figure 104

10 min. call to near EU country
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Source for Switzerland: OFCOM Switzerland.

Figure 105 shows the price of a ten-minute call made between each country examined and its most distant neighbour.
For Switzerland, this was deemed to be Sweden. Once again, the situation turns out to be extremely favourable in
Switzerland, since it is in third place, just behind Cyprus and Spain, in the list of least expensive countries.
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Source for Switzerland: OFCOM Switzerland.
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Figure 106

10 min. call to USA
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Figures 106 and 107 show the cost of a ten-minute call to the USA and Japan, respectively. In both cases, it is quite
impossible to find conditions more favourable than those which prevail in Switzerland, except Cyprus and Luxembourg

in the case of a call to Japan.

Figure 107
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Source for Switzerland: OFCOM Switzerland.
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8.9.ALTERNATIVE OPERATORS’ PRICE FOR FIXED INTERNATIONAL CALLS

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
2004.

For Switzerland, the comparison was made with the
prices charged by Sunrise, Swisscom’s main
competitor, which does not necessarily mean that they
are the cheapest solutions available on the market.

As was shown in the preceding section (8.8), the prices
charged in Switzerland are well below the European
average and it is extremely rare to find more
advantageous conditions. In spite of the very low level

Figure 108

of the prices billed by the dominant operator, it is
possible for a Swiss user to benefit from the substantial
advantages available from the competition. Thus the
difference for a ten-minute telephone call with the
main alternative operator is:

e -115% for a call to the nearest neighbour
country (Figure 108);

o -282% for a call to the most distant EU
member country (Figure 109);

e -11.5% for a call to the USA (Figure 110);

e and finally, -20.2% for a telephone call to
Japan (Figure 111).
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Source for Switzerland: OFCOM Switzerland.
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Figure 109

10 min international call to distant EU country, incumbent and competitor's
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Source for Switzerland: OFCOM Switzerland.

Figure 110

10 min international call to USA, incumbent and competitor's price
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Source for Switzerland: OFCOM Switzerland.
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Figure 111
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Source for Switzerland: OFCOM Switzerland.
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9 LEASED LINESRETAIL TARIFFS

This section contains an overview of prices charged by
incumbent operators to end users in each Member State
(and in some cases for Switzerland) for national and
international leased line services as at 1 August 2004.
Figures do not cover wholesale prices. Price
developments are also analysed over the period August
2000-2004.

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

In Switzerland, the retail leased lines market is
characterized by opacity with its origin in the small
number of players and the competition in which they
engage. Charges do not fall with usage. The sole

9.1.INCUMBENTS" NATIONAL LEASED LINES

National leased line data is provided for 2003 and
2004. Two 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

source of information at our disposal is the Teligen T-
Basket product. This product, unfortunately, does not
include an analysis as detailed as the one presented in
this report, which is why certain markets could not be
examined (34Mb/s and 155Mb/s, as well as
international leased lines). Teligen obtains information
from Swisscom and calls the reader’s attention to the
fact that the prices charged by the historic operator are
negotiated on a case by case basis. Thus Teligen
assumes that the notified prices are an objective
reflection of the negotiated prices. One final point:
Since February 2004, data that were provided by
Swisscom to Teligen are no more delivered. This
explains why no data are displayed in 2004 for
Switzerland.

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 1km 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:

e 2 km circuits are always within a major city
(usually the Capital)

e 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 (see details below).
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
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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.

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 25 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.

The validity dates of the tariffs used in this section are:

All prices are presented in EURO per year, excluding
VAT.

National leased lines prices as at 1 August 2004.

Valid date Valid date

Belgium 01/06/04 | Hungary 01/01/02
Czech Rep. 01/05/03 | Malta 01/07/03
Denmark 01/07/04 | Netherlands 01/11/03
Germany 17/04/02 | Austria 01/09/01
Estonia 01/06/04 | Poland 01/01/00
Greece 01/04/03 | Portugal 01/03/03
Spain 01/01/04 | Slovenia 00/01/00
France 01/07/03 | Slovakia 01/06/01
Ireland 18/06/03 | Finland 00/01/00
Italy 01/11/03 | Sweden

Cyprus 01/04/04 | UK 01/12/03
Latvia 01/06/99 | Japan 01/10/00
Lithuania 27/06/03 | USA, Verizon 01/01/03
Luxembourg 01/01/02 | USA, Pacbell 08/08/02

Belgium: Belgacom has divided its network into 4
levels based on “economic concentration”. The tariffs
shown are for circuits within or between level 1 areas,
“Very high economic concentration”. Prices for 155
Mb/s shown here are adjusted from prices for 140 Mb/s
circuits. Local circuits within an exchange area are
priced as a regular circuit of the given distance.

Czech Republic: Cesky Telecom defines prices for all
bit rates based on the price of a 64 kb/s circuit.
Coefficients are given for each bit rate available (up to
2 Mb/s), and the price is the product of the 64 kb/s
price and the coefficient. Local circuits are defined as a
0 km circuit. 10 distance zones are defined for circuits
with more than 0 km between serving exchanges.
There are no incremental charges (i.e. per km).

Denmark: TDC divides the leased lines into two
categories: Local circuits based on distance bands and
whether the two ends are connected to the same
exchange or neighbouring exchanges. Long distance
circuits connected to different exchanges, divided into
4 distance bands. There are no incremental charges
(e.g. per km). Prices for 155 Mb/s shown here are
adjusted from prices for 140 Mb/s circuits.

Germany: Deutsche Telekom offers different types of
circuits.  In  this analysis the  “Standard
Festverbindungen” is used. Tariffs are divided into:
a)Local 1 (same exchange); b) Local 2, up to or above
15 km; c)Long Distance, < 15km, 15 — 50 km, 50 —
150 km, > 150 km. Local 2 and Long distance use
incremental (per km) charges. At 34Mb/s and 155

Mb/s access circuit charges apply, with a distance (per
km) element.

Estonia: Elion divides the leased lines into distance
bands of 0 — 6 km, 6 — 10 km, 10 — 20 km, >20 km.
Trunk circuits above 20 km use incremental (per km)
charges. Local circuits are priced as a regular circuit of
the given length.

Greece: OTE divides the leased lines into: a) Local
circuits, b) Trunk circuits (< 35 km, 35 — 70 km, 70 —
150 km, > 150 km). Trunk circuits use incremental (per
km) charges. 64 kb/s charges are for Hellascom service
from 2003.

Spain: Telefonica strictly divides leased lines
according to distance: a) Distance bands: 0 — 4 km, 4 —
20 km, 20 — 70 km, 70 — 300 km, 300 — 500 km, > 500
km. All bands use incremental (per km) charges.
Telefonica does not publish prices for 155 Mb/s
circuits. Local circuits within an exchange area are
priced as a regular circuit of the given distance.

France: France Telecom offers leased lines in the
products Transfix and Transfix 2.0. Transfix is the
basic service, and the one used in this analysis. The
tariff is divided into distance bands: 0 — 10 km, 10 — 50
km, 50 — 300 km, > 300 km. 34 and 155 Mb/s divide at
30 km and 100 km instead of 50 km. Prices for 2 Mb/s
relate to 2,048 kb/s bit rate. 1,920 and 1,984 have
different prices. Prices for 34 and 155 Mb/s circuits
relate to circuits with one end in a major city (zone A),
as defined by France Telecom. Local circuits within an
exchange area are priced as a circuit of the given
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distance. Additional definitions apply for higher speed
circuits.

Ireland: EirCom define the tariff for leased lines with a
local end charge, and main link charges for circuits 0 —
30 km and > 30 km. Local circuits may be made up by
2 local ends, and no main link. Circuits equal to or
above 1 Mb/s have a distance incremental charge for
local ends over 1.5 km.

Italy: All circuits have an access charge per end, and a
main link distance related charge per km. Distance
bands are 0 — 60 km, 60 — 300 km, and > 300 km.
Circuits from 2 Mb/s and above are available with
various levels of reduced charges depending on
contract period and overall spend. The most basic level
is used in this analysis. Local circuits within an
exchange area are priced as two access circuits only.

Cyprus: CYTA divides the leased lines into: a)
Subscriber segment, for access. b) Network segment,
between exchanges, at distance bands of 0 — 20 km, 20
— 80 km, > 80 km. Local circuits within an exchange
area are priced as two subscriber segments.

Latvia: Lattelekom circuits have the same price
regardless of distance. Prices are only provided for
circuits up to 2 Mb/s.

Lithuania: Lietuvos Telekomas distinguish between
circuits inside the local exchange area, and those
beyond the local exchange area.

Luxembourg: P&T Luxembourg divide the leased lines
tariff into 4 types of circuits: Same local network,
contiguous local network of same nodal sector, same
nodal sector or contiguous local networks of different
nodal sectors, and non-contiguous local networks of
different nodal sectors. This definition relates to the
network hierarchy, and not to distance. Distances at
200 km are not possible.

Hungary: Matav applies an access circuit charge for
each end of the circuit, and a fixed basic charge and a
per km charge for the trunk part.

Malta: Maltacom has a flat charge regardless of
distance, only dependent of bitrate.

Netherlands: KPN Telecom offer leased lines as
Digital Standard and DigiStream services. Digital
Standard is the basic service, and the one used in this
analysis. Tariffs are divided into a charge per
connecting point and a main link charge. The main link
charge is divided into two zones: Up to 50 km with a
fixed basic charge and an incremental per km charge,
and over 50 km with a fixed basic charge. Prices are in
effect capped above 50 km. Prices for 34 and 155 Mb/s
circuits are not published. Local circuits within an
exchange area are priced as two access connections
plus a short main link of the given distance.

Austria: Telecom Austria divides the “Digitaler
Stromweg” circuits into 2 categories: City-tarif when
both ends of the circuit are in category A cities (a
defined list of 68 towns and cities), and Normal-tarif
when the above does not apply. This analysis used the
City-Tarif. The Normal-tarif would in most cases come
out more expensive. For the years up to 2000 a
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different tariff scheme applied, with a different list of
towns, and 3 instead of 2 categories. The tariff is based
on a charge per local end, and a distance related charge
per km. The distance bands vary with bit rate. Local
circuits within an exchange area are priced as two
access circuits only.

Poland: Polish Telecom have no recurring charges
related to the access. A basic charge plus a per km
charge is applied for the full length of the circuit.
Distance bands are divided into 0 — 3 km, 3 — 20 km,
20 — 30 km, 30 — 50 km, 50 — 100 km, 100 — 200 km,
over 200 km.

Portugal: Portugal Telecom divides the leased line
tariff into local access circuit charge, and a main link
with a fixed and an incremental charge per km.
Distance bands are 0 — 10 km, 10 — 30 km, 30 — 50 km,
50 — 100 km, over 100 km. Local circuits connected to
the same exchange will not incur main link charges.
Local circuits within an exchange area are priced as
two access circuits only.

Slovenia: Telekom Sloveije divides the leased line
tariffs into 3 distance bands: 0 — 5 km, 5 — 50 km and
over 50 km. Each of these bands have a basic price and
a per km price. Distance is calculated between serving
exchanges.

Slovakia: Slovak Telecom defines the leased line tariff
in two parts: Local Access and Intercity. The Intercity
part is divided into 3 distance bands: 0 — 50 km, 50 —
100 km and over 100 km. Prices are given for the 64
kb/s bitrate. Other bitrates between 9.6 kb/s and 2048
kb/s are calculated based on the 64 kb/s price using a
multiplication factor. This factor is different for Local
Access and Intercity circuit parts. For example 2048
kb/s has a factor of 4.4 for the Local Access and 5.6 for
the Intercity part

Finland: Sonera stopped publishing full 64 kb/s circuit
prices in 1998, and have also stopped publishing 2
Mb/s circuit prices. Local circuit charges were divided
into 3 categories: Urban area, Rural areas | and II.
Definitions of these areas relate to individual locations
in the Sonera coverage area. Long distance (main link)
charges were also divided into 3 categories: Green,
Red and Blue. Green covers the main 5 cities, red a
further 28 towns, and Blue the rest of the countries.
Distance bands are 0 — 50 km, 50 — 100 km, and > 100
km. Incremental charges per km applied.

Sweden: Telia divides their network into 5 categories:
Metropolitan green and green for the major cities and
towns, red and blue for short distance network in
smaller places, and white for rural areas. Circuits are
priced according to the portion of the circuit falling
into any of these categories on its route. Here the green
tariff is assumed, for a circuit between reasonably large
towns. The tariff is divided into local circuits and long
distance. Long distance circuits will have a separate
access link charge per end, and a main link charge.
Local circuits are priced in 2 distance bands: 0 — 0.5
km and 0.5 - 3 km. Long distance circuits are priced in
the bands 0 — 20 km, 20 — 40 km, and > 40 km. The
latter has an incremental per km charge. Circuits at 34
Mb/s and 140/155 Mb/s are no longer offered by Telia.




Instead other services are offered, as complete network
solutions.

United Kingdom: BT divides their Kilostream (64
kb/s) and Megastream (2, 34 and 155 Mb/s) tariffs into
circuits wholly within City London Zone (0207-area),
and circuits with one or both ends outside London. For

local circuits within CLZ the main link does not apply
since both ends are connected to the same exchange
(according to the definition used). The price is
calculated as the sum of two local access circuits.
Distance bands outside London are < 15 km and > 15
km. Incremental charges per km applies.
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9.1.1. 64 Kbit/s

Figure 112

Price for 64kb/s, 2 km circuits

€ per year, VAT excluded
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Source for Switzerland: Teligen T-Basket; OFCOM Switzerland computation.
Figure 113
Price for 64kb/s, 200 km circuits
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2004 data for Finland not available.

Source for Switzerland: Teligen T-Basket; OFCOM Switzerland computation.
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9.1.2. 2 Mbit/s

Figure 114

Price for 2Mb/s, 2 km circuits
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2004 data for Finland not available.

Source for Switzerland: Teligen T-Basket; OFCOM Switzerland computation.

Figure 115

Price for 2Mb/s, 200 km circuits
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2004 data for Finland not available.

Source for Switzerland: Teligen T-Basket; OFCOM Switzerland computation.
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9.1.3. 34 Mbit/s

Figure 116
Price for 34Mb/s, 2 km circuits
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- 2004 data for Czech Republic, Latvia, Malta, the Netherlands, Poland, Slovakia, Finland and Sweden not available.

Figure 117

Price for 34Mb/s, 200 km circuits
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- 2004 data for Czech Republic, Latvia, the Netherlands, Poland, Slovakia, Finland and Sweden not available.

Telecommunications Regulatory Package — 10" Implementation Report — Annex 1 - 130



9.14.

Figure 118

155 Mbit/s
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- 2004 data for Czech Republic, Estonia, Spain, Latvia, Malta, the Netherlands, Poland, Slovakia, Finland and Sweden not available.

Figure 119

Price for 155Mb/s, 200 km circuits
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- 2004 data for Czech Republic, Estonia, Spain, Latvia, the Netherlands, Poland, Slovakia, Finland and Sweden not available.

131 - Telecommunications Regulatory Package — 10" Implementation Report — Annex 1




9.2.NATIONAL LEASED LINES PRICE TRENDS (1 AUGUST 1998 - 1 AUGUST 2003)

Figure 120
EU average price variation since 2000, 64Kb
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Figure 120a
CH average price variation since 2000, 64 Kbit/s
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Source for Switzerland: Teligen T-Basket; OFCOM Switzerland computation.
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Figure 121

EU average price variation since 2000, 2 Mb/s
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Figure 121a
CH average price variation since 2000, 2 Mb/s
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Source for Switzerland: Teligen T-Basket; OFCOM Switzerland computation.
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Figure 122

EU average price variation since 2000, 34 Mb/s
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9.3.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 2000
to August 2004 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.
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The data is presented with the following parameters:
e All charges in Euro per month
e Excluding VAT
e  The years from 2000 are covered

e Variable / 1 year contract (shortest term
available).

e AT&T prices are used for USA

The analysis shows that the prices of international half-
circuit from all of the New Member States are much
lower than from the EU15 countries, with a factor of
around 1:6.




9.3.1. 64 Kbit/s

Figure 123

64 kb/s half-circuit prices to near EU country Japan o to scale
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- 2004 data for Germany, Austria and Sweden not available.
- UK prices refer to the so-called “Baseline prices”, which are used as a basis for any discounts applied. UK is not included in the EU average.

Figure 124

64 kb/s half-circuit prices to distant EU country Japan no 10 scale

Value: 68 740
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- 2004 data for Germany, Austria and Sweden not available.
- UK prices refer to the so-called “Baseline prices”, which are used as a basis for any discounts applied. UK is not included in the EU average.
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Figure 125

64 kb/s half-circuit prices to USA
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- 2004 data for Germany, Austria and Sweden not available.
- UK prices refer to the so-called “Baseline prices”, which are used as a basis for any discounts applied. UK is not included in the EU average.

9.3.2. 2 Mbit/s

Figure 126

2 Mb/s half-circuit prices to near EU country
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- 2004 data for Germany, Austria and Sweden not available.
- UK prices refer to the so-called “Baseline prices”, which are used as a basis for any discounts applied. UK is not included in the EU average.
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Figure 127

2 Mb/s half-circuit prices to distant EU country
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- 2004 data for Germany, Austria and Sweden not available.
- UK prices refer to the so-called “Baseline prices”, which are used as a basis for any discounts applied. UK is not included in the EU average.

Figure 128
2 Mb/s half-circuit prices to USA
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- 2004 data for Germany, Austria and Sweden not available.
- UK prices refer to the so-called “Baseline prices”, which are used as a basis for any discounts applied. UK is not included in the EU average.
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9.3.3. 34 Mbit/s

Figure 129

34 Mb/s half-circuit prices to near EU country
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- 2004 data for Germany, France, Cyprus, Hungary, Malta, Austria, Poland, Slovakia, Sweden, United Kingdom and USA not available.

Figure 130

34 Mb/s half-circuit prices to distant EU country
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- 2004 data for Belgium, Denmark, Germany, Estonia, France, Ireland, Cyprus, Latvia. Lithuania, Luxembourg, Hungary, Malta, Austria, Poland,
Slovenia, Slovakia, Sweden, United Kingdom and USA not available.
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Figure 131

2 Mb/s half-circuit prices to USA
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- 2004 data for Denmark, Germany, Estonia, France, Ireland, Cyprus, Latvia. Lithuania, Luxembourg, Hungary, Malta, Austria, Poland, Slovenia,
Slovakia, Sweden and United Kingdom not available.
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9.4.INTERNATIONAL LEASED LINES PRICE TRENDS (1 AUGUST 1998 - 1 AUGUST 2003)

Figure 132
Average price variation, 64 Kbit/s
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10 EXCHANGE RATES

10.1. EXCHANGE RATE USED IN SECTION 5 ON THE MOBILE BASKET, SECTION 8 ON PUBLIC VOICE
TELEPHONY TARIFFS AND SECTION 9 ON LEASED LINE TARIFFS.

EURO
Belgium 1
Czech Republic 0.03159
Denmark 0.13447
Germany 1
Estonia 0.06391
Greece 1
Spain 1
France 1
Ireland 1
Italy 1
Cyprus 1.73340
Latvia 1.50932
Lithuania 0.28962
Luxembourg 1
Hungary 0.00401
Malta 2.33508
Netherlands 1
Austria 1
Poland 0.22736
Portugal 1
Slovenia 0.00417
Slovakia 0.02492
Finland 1
Sweden 0.10997
UK 1.46424
Japan 0.00744
USA 0.81324
CH 0.65274

| Source for Switzerland: Teligen T-Basket, 25.08.2004.

10.2. EXCHANGE RATE USED IN ALL THE OTHER SECTIONS

Belgium 1
Czech Republic 0.031628
Denmark 0.134479
Germany 1
Estonia 0.063912
Greece 1
Spain 1
France 1
Ireland 1
Italy 1
Cyprus 1.725328
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Latvia 1.528117
Lithuania 0.28962
Luxembourg 1
Hungary 0.004021
Malta 2.354603
Netherlands 1
Austria 1
Poland 0.228269
Portugal 1
Slovenia 0.004167
Slovakia 0.024953
Finland 1
Sweden 0.10853
UK 1.515037
CH 0.65274

SOURCE: 0J C196/1 OF

3.8.2004

Source for Switzerland: Teligen T-Basket, 25.08.2004.
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11 OECD TELECOMMUNICATIONS BASKET DEFINITIONS

11.1. NATIONAL PSTN BASKET
Business basket results exclude VAT. Residential basket results include VAT.

The non-recurring charge is calculated as an average between the charge for a new line installation, and the charge for
“same day takeover”, i.e. when there is a direct transfer from the previous to the new customer. Valid for both Business
and Residential baskets.

Non-recurring charge calculation Weight
New line connection charge 50%
Same day takeover connection charge 50%

The non-recurring charge is depreciated over 5 years. An exception is made for countries where the connection charge
has a lifetime value (e.g. Japan, where the connection is a tradable asset). Valid for both Business and Residential
baskets.

Non-recurring charge depreciation Weight

With normal one-off charge B

Where connection is a tradable asset 20

Annual rental for the service is included in the basket. Any additional recurring charges (per year) shall also be included
(e.g. charges related to the use of specific calling plans).

Where the service (or tariff plan) includes a number of “free” calls or minutes, or any other call-related allowance, the
value of this allowance is deducted from the usage. The value of the deducted allowance cannot be higher than the
usage. Where the tariff clearly specifies that the allowance is related to specific types of calls (e.g. local, international),
the usage in question shall only cover the defined type(s) of calls.

The number of calls to fixed line phones (i.e. excluding calls to mobile phones) is defined as:

Number of national fixed line calls Calls per year

Business basket 3600

Residential basket 1200

The national usage will have a weighted distribution over 14 distances. Call charges relevant at each of these distances
shall be used.

Km 3 7 12 | 17 | 22 | 27 | 40 | 75 | 110 | 135 | 175 | 250 | 350 | 490
Bus | 53 | 11 7 4 2.5 3 35 35 | 25 2 15 | 15 1 4
Res | 60 | 14 5 3 15125 |25 25|15 ]125] 1 1 1075] 385

Bus = Business basket, Res = Residential basket. All weights in percent of total number of fixed line calls.

The national usage will have a weighted distribution over six time and day points. Call charges relevant at each of these
time and day points shall be used.

Day/Time We 11:00 We 15:00 We 20:00 We 03:00 Sa 11:00 Su 15:00
Bus 45.4 40.6 7 0.8 5.7 0.5
Res 14.3 22.1 31.6 3 13 16

Bus = Business basket, Res = Residential basket. All weights in percent of total number of fixed line calls.

We = Weekdays, Sa = Saturdays, Su = Sundays.
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National call duration will vary with distance and time of day. The charge for each call shall reflect the actual charge for
the duration in question, as defined by the tariff. Call setup and minimum charges shall be included.

Day/Time | Weekday daytime Weekday evenings, nights and
weekends

Distance 3-12 Km 17-40 Km 75-490 km | 3-12 km 17-40 Km 75-490 Km

Bus 3.5 3.5 3.5 3.5 3.5 3.5

Res 2.5 3.5 3.5 3.5 6 7

Bus = Business basket, Res = Residential basket. Duration in minutes per call.

Calls to mobile phones may be added to the basket. This is optional, and the presentation of the results must clearly
state whether such calls are included or not. The number of calls shall be 10% of the number of national fixed line calls,
in addition to the fixed line calls.

Calls to mobile phones Calls per year Call duration
Business basket 360 2
Residential basket 120 2

Call duration in minutes per call.

11.2.

The international PSTN basket, when used separately, shall reflect the cost of a single call, calculated according to the
weighting method described below. No fixed charges are included.

INTERNATIONAL PSTN BASKET

Business basket results exclude VAT. Residential basket results include VAT.

Call charges for calls to all other OECD Member States shall be used. Peak and off-peak time call charges are used,
defined as the highest (most expensive) charge and the lowest (least expensive) charge.

Call cost is based on average per minute charge. Call setup charges and/or different charges for first and additional
minutes are included.

The charges to different destinations are weighted according to the ITU call volume statistics. An average over the latest
5 years of available traffic statistics is used. As there may be gaps in the ITU statistics for certain destinations from
some countries, calls on such routes are excluded from the calculation.

Call charges are weighted between peak and off-peak:

Peak time weight Off-peak time weight
Business basket 75.0 % 25.0 %
Residential Basket 25.0 % 75.0 %
Call duration differ between peak and off-peak time:
Peak time Off-peak time
Business basket 3 minutes 5 minutes
Residential Basket 3 minutes 5 minutes

11.3. COMPOSITE NATIONAL — INTERNATIONAL BASKET

This basket is based on a combination of the national and international baskets, as described above. The national basket
remains unchanged, and the international basket is scaled using a fixed number of international calls.

Business basket results exclude VAT. Residential basket results include VAT.

The international portion of the basket shall have a number of calls equal to 6% of the national fixed line calls, in
addition to the calls defined in the national portion of the basket.

International calls per year

Business basket 216

Residential basket 72
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11.4. NEW OECD MOBILE BASKETS

All baskets will include:

Registration or installation charges with 1/3 of the charges, i.e. distributed over 3 years.

Monthly rental charges, and any option charges that may apply to the package, or package combination.
The three new baskets are:

Low user basket. The usage level of this basket is low, with a call volume less than half of that in the Medium user
basket.

Medium user basket. This basket will have 75 outgoing calls per month.
High user basket. The usage level is about twice the Medium user basket.
The usage profiles will also include a number of SMS messages per month.

Call and message volumes for each basket are:

Outgoing calls /month SMS per month
Low user 25 30
Medium user 75 35
High user 150 42

The information received showed that there is little difference between the average pre-paid usage and the low user
post-paid usage. The low user basket can therefore be used for both pre- and post-paid tariffs, allowing a simple
comparison also between the two types.

Only national calls are included in the profiles, with 4 different destinations:

Local area fixed line calls. This is used to accommodate the tariffs that have separate charges for the local area. When
such charges are not available, this proportion of calls is included in the National.

National fixed line calls. This covers all fixed line calls outside the local area, except in cases as noted above.
Same network mobile calls (On-net). This includes all calls made to mobiles in the same mobile network as the caller.

Other network mobile calls (Off-net). This includes calls to all other mobile networks in the caller’s country. When the
charges are different depending on destination network, the market shares based on subscriber numbers are used for
weighting the charges. Up to 3 other networks will be considered in each country.

Distributions per destination for each basket are:

% of total number of ~ Fixed Local area  Fixed National area On-net mobile Off-net mobile
calls

Low user 28.0% 14.0% 40.0% 18.0%

Medium user 24.0% 12.0% 43.0% 21.0%

High user 26.0% 14.0% 42.0% 18.0%

As the information received produced little evidence on the split between local and national fixed line calls, the
assumption has been used that the ratio would be 2:1 for local:national, i.e. 67% local and 33% national. This
assumption is taken from the averages in fixed baskets, and the scarce information received.

Instead of splitting time and day into distinct times and days the following approach will be used:
Peak time calls at weekdays, most expensive time during daytime.
Off-peak time calls at weekdays, cheapest time before midnight.

Weekend time calls, at daytime Sundays.
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Distributions over time and day for each basket are:

% of total number of calls ToD ToD ToD Weekend
Peak Off-peak
Low user 38.0% 35.0% 27.0%
Medium user 47.0% 30.0% 23.0%
High user 63.0% 22.0% 15.0%

There will be 3 separate call durations:
Local and national fixed line calls
Same network mobile calls (On-net)
Other network mobile calls (Off-net)

Call durations for each basket are:

Minutes per call Dur Dur Mobile Dur Mobile
Fixed National On-net Off-net
Low user 1.6 1.4 1.4
Medium user 2.1 1.9 1.9
High user 2.2 2.0 2.1

Any call allowance value included in the monthly rental will be deducted from the usage value once the basket is
calculated. The deduction cannot be larger than the actual usage value, i.e. negative usage is not allowed. No transfer of
unused value to next month is taken into account.

Any inclusive minutes will be deducted from the basket usage before starting the calculation of usage cost. The
inclusive minutes are assumed to be used up with the same calling pattern that is described in the basket, i.e. the same
peak/off-peak ratio and the same distribution across destinations. Where the inclusive minutes are clearly limited to
specific destinations or times of day this will be taken into account. No transfer of unused minutes is taken into account.

Any inclusive SMS-messages will be deducted from the basket before starting the calculation of the SMS message cost,
up to the number of messages in the basket.

For each of the operators covered a set of packages shall be included so that the cheapest package offered by that
operator can be calculated for each of the 3 baskets.

Multiple operators in each country shall be included, with at least the two operators with highest number of subscribers
in each country. The operators included shall have a total market share of at least 50% based on subscriber numbers.

Basket results are calculated for a period of one year.
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Austria 27, 29, 31, 32, 33, 34, 35, 36, 38, 40,
41, 43, 44, 47, 48, 49, 52, 56, 60, 68, 78,
80, 82, 83, 86, 87, 88, 94, 99, 101, 103,
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139, 142, 143

Belgium 17, 28, 31, 32, 33, 34, 35, 37, 40,
41, 43, 44, 45, 49, 60, 69, 77, 78, 79, 82,
94, 96, 97, 99, 101, 124, 125, 138, 142

Cyprus 13,17, 29, 37, 40, 41, 43, 44, 47, 49,
53, 57, 58, 59, 60, 61, 63, 64, 77, 79, 82,
94, 96, 97, 99, 101, 125, 138, 139, 142

Czech Republic 13, 20, 28, 31, 32, 33, 34,
35, 36, 37, 40, 41, 43, 44, 49, 53, 55, 57,
59, 60, 61, 77, 78, 79, 94, 95, 96, 97, 99,
130, 131, 142

Denmark 25, 26, 27, 28, 31, 32, 33, 34, 36,
37,40, 41, 43, 44, 47, 48, 49, 53, 57, 58,
59, 60, 61, 62, 63, 64, 70, 71, 77, 78, 79,
91, 92, 93, 94, 96, 97, 99, 101, 125, 138,
139, 142

Estonia 13, 28, 31, 32, 33, 34, 35, 36, 40, 43,
44, 49, 56, 60, 77, 78, 79, 82, 94, 97, 99,
101, 125, 131, 138, 139, 142

Finland 25, 26, 28, 31, 32, 33, 34, 35, 36, 47,
48, 49, 52, 56, 61, 67, 77, 78, 80, 83, 91,
94, 96, 97, 99, 103, 124, 125, 128, 129,
130, 131, 142, 143

France 25, 27, 37, 38, 40, 41, 43, 44, 49, 52,
56, 59, 60, 67, 79, 83, 84, 85, 86, 91, 93,
94,97, 99, 101, 124, 125, 138, 139, 142

Germany 25, 26, 35, 37, 38, 45, 49, 50, 52,
55, 60, 77, 78, 79, 83, 86, 88, 94, 96, 97,
99, 125, 135, 136, 137, 138, 139, 142

Greece 40, 41, 45, 47, 48, 49, 56, 60, 77, 79,
90, 91, 92, 94, 99, 101, 125, 142

Hungary 13, 28, 31, 32, 33, 34, 35, 36, 37,
40, 41, 43, 44, 47, 48, 49, 56, 57, 58, 59,
60, 61, 63, 64, 70, 77, 78, 80, 85, 94, 95,
96, 97, 99, 101, 125, 138, 139, 142, 143

Ireland 31, 32, 33, 34, 35, 36, 37, 38, 41, 43,
44, 49, 50, 55, 56, 60, 70, 78, 79, 90, 94,
96, 97, 99, 101, 125, 138, 139, 142

Italy 20, 31, 32, 33, 34, 35, 36, 37, 38, 40
41, 43, 44, 47, 48, 49, 52, 56, 60, 61, 67,
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