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Vodafone Response – ComReg 09/39 LLU and SLU Monthly Rental Charges

 

Introduction 
 
Vodafone welcomes the opportunity to respond to this further ComReg consultation on Local Loop 
Unbundling and Sub Loop Unbundling Monthly Rental Charges. The recognition by ComReg in the 
consultation document of the need to encourage sustainable competition and efficient investment 
in the fixed line sector through enabling access to LLU and SLU at competitive prices is especially 
welcome, and a position that Vodafone strongly supports.  
 
While we share ComReg’s view that a new BU-LRAIC modelling approach is required at this stage 
to ensure that eircom is fully compliant with its obligation of cost orientation in the prices charged to 
competing operators for LLU and SLU access, Vodafone differs with ComReg on many aspects of 
the details of the proposed modelling approach and believes in particular that the proposed price of 
€12.18 per line for LLU monthly rental remains considerably above the level consistent with the 
underlying efficient costs to eircom of LLU access provision. Vodafone contends that the changes 
to ComReg’s proposed modelling approach set out and justified in this consultation submission 
must be adopted by ComReg in deriving the final regulated access charge for LLU monthly rental 
for the time period of the review. These changes, if implemented, will ensure that optimal LLU and 
SLU prices are set that will facilitate innovation, efficient investment, and enhanced competition in 
the provision of fixed line broadband and other communications services. The revision of 
ComReg’s current modelling approach based on the recommendations set out by Vodafone will 
therefore be to the ultimate long term benefit of end users in the form of lower prices and greater 
quality and choice in the communications services that they consume. ComReg must not allow the 
current exceptional opportunity to promote competition and investment in the fixed line sector to be 
missed through the setting of inefficiently high LLU and SLU access charges. 
 
Our detailed position on the particular issues addressed by ComReg in the consultation document 
is set out in full in subsequent sections and in response to the consultation questions below.   
 
 
Level of Disclosure of Information 
 
Vodafone is concerned by the very limited level of disclosure in the consultation of costing and 
other information that was central to the calculation of the current proposed LLU per line monthly 
access charge of €12.18. We acknowledge that given the confidential nature of much of this 
information, full transparency cannot be provided by ComReg on these costs. Nonetheless the lack 
of information seriously limits the capacity for Vodafone and other interested parties to provide 
informed comment on the proposed costing approach. Vodafone notes that the level of disclosure 
of relevant information by ComReg in this consultation process falls significantly short of that 
provided by NRAs in other countries in the process of determining LLU and SLU access charges in 
their jurisdictions. In particular, Vodafone would refer ComReg to the extensive information made 
publicly available by Ofcom in its recent review of the charge controls for unbundled local loops 
and other services provided by BT Openreach. We would therefore urge ComReg to consider 
whether additional information can be provided to provide greater transparency to respondents on 
the inputs forming the basis for the current proposed LLU and SLU charges while still addressing 
legitimate confidentiality concerns that eircom and other stakeholders may have. 
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Application of the Tilted Annuity Depreciation Methodology 
 
Vodafone agrees with ComReg’s proposal to use the tilted annuity depreciation methodology in 
deriving the annual depreciation charges of the network assets required for the provision of LLU 
because of the way that this method properly accounts for future prices and provides efficient 
investment incentives. However Vodafone is concerned by an apparent inconsistency between 
ComReg’s description, in paragraph 4.37 of the consultation, of the impact of the trend of asset 
prices on the annual depreciation charges over time when using the tilted annuity formula, and 
Vodafone’s understanding of the effect of this formula. Indeed the description of the effect of the 
tilted annuity formula in paragraph 4.37 is to Vodafone’s knowledge entirely incorrect and the exact 
opposite of its actual effect.  
 
Specifically it is Vodafone’s understanding that if asset prices are falling then the tilted annuity 
formula allows for higher depreciation charges in the early years, and if asset prices are rising then 
the tilted annuity formula allows lower depreciation in the earlier years. Vodafone also notes that 
the application of specific figures to the tilted annuity formula as set out in Appendix C of the 
consultation document indicates that the effect of the formula is consistent with Vodafone’s view 
and contrary to that as set out by ComReg. It may be the case that there may simply be an error in 
the description of the impact of use of the formula by ComReg in paragraph 4.37 and that the 
formula itself has been used correctly in deriving the final proposed LLU monthly rental charge. 
However clarification from ComReg on this issue is necessary as the possibility that the tilted 
annuity depreciation formula, as a significant factor in the determination of the LLU monthly 
charge, has been applied incorrectly, must be excluded. If the tilted annuity formula has in fact 
been applied incorrectly then this would clearly require that the proposed final LLU monthly rental 
charge be changed.   
 
 
Response to Consultation Questions 
 
Q.1. Do you agree that the period from 2000 to 2012 is a reasonable length of time to 
evaluate the price trend data for the copper access network assets? Please state the 
reasons for your response. 
 
 
Vodafone agrees that the period from 2000 to 2012 is a reasonable length of time to evaluate the 
price trend data for the copper access network assets. However Vodafone does not agree with the 
detail of the proposed adjustment to the historical price trend by the ratio of forecast price inflation 
to historical price inflation as set out in paragraph 4.47 of the consultation document. Vodafone 
contends that the adjustment should reflect the difference between the historical price trend and 
the forecast price trend, not the ratio as currently proposed by ComReg.  
 
Using the numbers provided in ComReg’s example, the adjustment would therefore be: 2% - 4% = 
-2%. If historically the cost of digging trenches had risen at 10% per annum then it should be 
forecast to rise at a rate of 8% per annum (10%-2%) in the future. The alternative ComReg 
approach of using the ratio artificially ‘gears-up’ the impact of inflation. For example under the 
ComReg approach a 2% increase in the inflation rate results in a 5% increase in the cost of digging 
trenches. There is no methodological or economic rationale for use of such an assumption. 
Vodafone recommends that our suggested approach is therefore a superior method to adopt. 
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Vodafone agrees that the particular copper price and proposed 5% annual price trend proposed to 
be used by ComReg for the ‘copper’ part of ComReg’s network are reasonable to use for the 
period of the proposed price control.   
 
 
Q2. Do you agree that the basis used for forecasting price trends for copper and the other 
local loop assets (ie. poles, trenches, chambers, MDFs, street cabinets, etc) appears 
reasonable? Please state the reasons for your response. 
 
 
Please see the response to question 1. 
 
 
Q3. Do you agree that it is reasonable to consider that contractor costs will reduce over the 
proposed three year price control period? Please state the percentage (%) which you expect 
labour costs to reduce over this period. 
 
No. While labour costs have recently declined, this is a very rare occurrence in a historic context. 
Like the current general price deflation as measured by the most recent monthly reports for the 
consumer price index (CPI), the decline in labour costs is very likely to be a transitory phenomenon 
that will end with even a mild cyclical upturn in the economy and the return to the usual trend of a 
rising CPI on a year on year basis. Vodafone considers that a reasonable assumption would be for 
labour costs to begin to rise again in nominal terms, albeit at a modest annual rate of 2-3%, after 
2010.  
 
 
 
Q. 4. Do you believe that the volumes of working lines will increase, decrease or remain 
static over the proposed price control period? Please state in percentage (%) terms your 
views on the likely movements with detailed calculations, if necessary. 
  
 
Vodafone agrees that the recent decline in the number of working lines is a short term 
phenomenon. Growing broadband penetration, the increasing performance of broadband services 
in terms of speed and other attributes, and intensifying competition in the fixed line 
communications sector over the price control period will stimulate demand and cause the volume 
of working lines to increase significantly over the next 3 years. 
 
 
Q. 5. Do you agree with ComReg’s preliminary view that working capital should not be 
included in the BU-LRAIC cost model used to determine the LLU monthly rental charge? 
Please state the reasons for your response. 
 
 
Vodafone disagrees with ComReg’s preliminary view that working capital should not be included in 
the BU-LRAIC cost mode used to determine the LLU monthly rental charge. It must be recognised 
that eircom obtains line rental revenues from OAOs two months in advance and that this is a 
significant benefit to eircom in terms of negative working capital (ie. customers are part-funding the 
access line business). This factor must therefore be reflected through including working capital as 
an element in the BU-LRAIC cost model used to determine the LLU monthly rental charge. 
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Q. 6. Do you agree that it is reasonable to consider that labour costs will reduce over the 
proposed three year price control period? Please state the percentage (%) which you expect 
labour costs to reduce over this period. 
  
 
No. Vodafone’s reasoning in respect of the future trend in labour costs is the same as that 
previously set out with regard to the future trend in contractor costs as set out in the response to 
question 3. While labour costs have recently declined, this is a very rare occurrence in a historic 
context. Like the current general price deflation as measured by the most recent monthly reports 
for the consumer price index (CPI), the decline in labour costs is very likely to be a transitory 
phenomenon that will end with even a mild cyclical upturn in the economy and the return to the 
usual trend of a rising CPI on a year on year basis. Vodafone considers that a reasonable 
assumption would be for labour costs to begin to rise again in nominal terms, albeit at a modest 
annual rate of 2-3%, after 2010.  
 
 
Q.7. Do you agree  that the LFI of the current Eircom network is not an appropriate basis on 
which to set the operating costs of a BU-LRAIC model in determining the LLU and SLU 
monthly rental charge? Please state the reasons for your response. 
 
 
Vodafone agrees that the LFI of the current Eircom network is not an appropriate basis on which to 
set the operating costs of a BU-LRAIC model in determining the LLU and SLU monthly rental 
charge as that LFI is based on a legacy network which is not efficient. Legacy issues around the 
current eircom network, such as the age of many elements of that network, would lead to much 
higher LFI than the model of an efficient network on which the regulated prices of LLU and SLU 
monthly rental must properly be based.  
 
 
Q. 8. Do you agree that the LFI of an efficient BU-LRAIC model, used to determine the LLU 
and SLU monthly rental charge, should be based on an LFI not exceeding 8%? Please state 
the reasons for your response. 
 
 
Vodafone agrees that a LFI not exceeding 8% is appropriate to use in an efficient BU-LRAIC model 
as it is in our view consistent with the likely outcome of an efficient new network. 
 
 
Q. 9. Do you agree with the overall preliminary approach taken by ComReg above in relation 
to the basis used in determining the capital costs and operating costs used in the BU-
LRAIC model for determining the monthly rental charges of LLU and SLU services in 
Ireland? Please state the reasons for your response. 
 
 
There is insufficient information available to Vodafone to provide any firm views on the preliminary 
approach taken by ComReg in relation to the basis used in determining the capital costs and 
operating costs to be used in the BU-LRAIC model. We acknowledge that given the confidential 
nature of much of this information, full transparency cannot be provided by ComReg on these 
costs. Nonetheless the lack of information seriously limits the capacity for Vodafone and other 
interested parties to provide informed comment on the proposed costing approach and we would 
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urge ComReg to consider whether additional information can be provided while still addressing 
legitimate confidentiality concerns. Vodafone notes for example that in paragraph 4.118 of the 
consultation, where the approach to the distance between telegraph poles in the modelling 
exercise is discussed, it is not disclosed what engineering rule on pole distance has been used to 
model this parameter despite the fact that we consider that this could not possibly be regarded as 
commercially sensitive information warranting protection on confidentiality grounds. 
 
Without prejudice to Vodafone’s views on the lack of sufficient information for respondents to make 
conclusive statements on the appropriateness or otherwise of ComReg’s approach to capital and 
operating costs, provisionally the high level description of the method adopted by ComReg  
appears in many respects to be broadly consistent with the approach that Vodafone believes 
should be adopted.   Vodafone agrees for example that implementing efficiency adjustments of the 
type that ComReg indicates it has made are correct in principle, although the lack of information on 
the extent of the adjustments precludes comment on whether these adjustments are adequate. 
 
Vodafone must question why ComReg has not benchmarked ComReg’s operating costs and 
indirect capital costs against those of U.S. LECs in the current modelling exercise as ComReg 
indicated was carried out by it in 2004. It is Vodafone’s understanding that this benchmarking 
approach has been used by regulators in the U.K. and France in informing the setting of regulated 
prices in those jurisdictions and, although it is not sufficient to employ this approach on its own, it 
could usefully highlight whether eircom’s costs are significantly above efficient operator levels. 
 
 
Q. 10. Do you agree that the fault clearance charge should remain a separate charge from 
the LLU monthly rental charge? Please state the reasons for your response. 
 
 
Vodafone agrees that the fault clearance charge should remain a separate charge from the LLU 
monthly rental charge. It would be inefficient to recover the cost of clearing faults from the LLU 
monthly charge when the driver of these charges, the instance of faults, is separate from the 
factors determining the underlying efficient costs of the SMP operator providing access on the 
basis of LLU. Vodafone also accepts that having a separate line fault charge creates proper 
incentives for OAOs to take actions to minimise the number of faults that are reported. 
 
 
 
Q. 11. Do you agree that exchanges with working lines in excess of 1,600 is a reasonable 
cut-off for those exchanges that are unlikely to be economically viable for OAOs to 
unbundle in the timeframe of the proposed price control period? Please state the reasons 
for your response. 
 
 
No. While Vodafone agrees with ComReg’s proposed overall approach of making a distinction 
between exchanges that are more or less likely to be unbundled and using a probability weighting 
approach to determine the revised LLU price, the proposed threshold that exchanges with under 
1,600 working lines should be regarded as unlikely to be feasible to unbundle in the control period 
is inappropriately low and ComReg has entirely failed to provide effective justification for this. 
 
 
None of the points set out by ComReg in section 5.10 of the consultation explaining ComReg’s 
reasoning provide a robust economic rationale for the selection of the proposed 1,600 working 
lines threshold for exchanges that are likely to be feasible to unbundle. In paragraph 5.10.1 of the 
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consultation ComReg offers as support for its decision in drawing the distinction between large and 
small exchanges at the 1,600 lines level that it: 
 

“Is in fact significantly lower than the number of lines coming from the smallest exchange 
currently unbundled in Ireland.” 

 
 
Further, in paragraph 5.10.3 ComReg states: 
 

“Would mean that in the context of current levels of unbundling, only 35% of those 
exchanges considered likely to be feasible for unbundling in the period (i.e. those exchanges 
with more than 1,600 lines) currently contain any unbundled DSLAM;” 

 
These statements are truisms rather than evidence in support of the particular threshold proposed, 
and Vodafone does not see how these points have any relevance to establishing that the threshold 
chosen by ComReg is a reasonable reflection of the economic cut-off point for alternative 
operators between those exchanges that are likely to be feasible for them to unbundle, and those 
that are unlikely to be unbundled. 
 
In paragraph 5.10.4 of the consultation document, ComReg offers that the proposed threshold: 
 

“Appears to be conservative based on the interviews that ComReg has held with OAOs that 
are currently active in the market; as well as those that are considering entering the market.”  

 
While it is appropriate that ComReg has considered the inputs provided by OAOs on this issue in 
the course of previous interviews, it is unclear how the threshold selected by ComReg actually 
relates to the information provided. ComReg states that the 1,600 working lines cut-off point 
appears to be ‘conservative’ based on information on this issue provided by OAOs. It has not been 
specified by ComReg how this principle has been applied, but Vodafone considers that it is 
reasonable to assume that either the lowest estimates of exchange sizes (in terms of working 
lines) mentioned by OAOs, or a figure below even the lowest estimates provided by OAOs were 
used in coming to the 1,600 working lines threshold.    
 
Vodafone contends that it is entirely inappropriate for ComReg to employ a ‘conservative’ 
approach in the manner that it appears to have done, both in relation to the specific issue of 
determining the cut-off point between large and small exchanges and more generally in other 
aspects of the BU-LRAIC cost modelling exercise that has been undertaken. With regard to the 
proposed working lines threshold, the particular manner of implementation of this principle appears 
to have had the effect of introducing a systematic downward bias in the assessment of the 
appropriate cut-off point for exchanges that can be feasibly unbundled, and consequently 
introducing a systematic upward bias into the determination of the LLU monthly rental charge. The 
introduction of this upward bias into the determination of the revised LLU monthly rental charge 
has no defensible methodological, economic efficiency, or consumer welfare justification, and 
ComReg has not attempted to provide one. Indeed the use of this approach is entirely 
counterproductive to the achievement of ComReg’s statutory regulatory objectives, in particular the 
promotion of competition and the promotion of the interests of end users, as it unjustifiably reduces 
the scope for OAOs to compete robustly with eircom in the retail market on the basis of use of LLU 
inputs and therefore precludes consumers from realising the full potential benefits of optimally 
priced LLU wholesale inputs for OAOs in terms of lower prices and differentiated communications 
service offerings. Vodafone therefore urges ComReg to adopt an alternative approach to 
determining the optimal cut-off point for exchanges that can likely be feasibly unbundled that is 
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based on evidence of costs that OAOs actually face, and which does not unjustifiably bias upward 
the LLU monthly rental charge as the current proposed exchange size threshold appears to do.     
 
In addition, and from a practical perspective, Vodafone considers that the information on exchange 
sizes likely to be feasible to unbundle that OAOs have provided ComReg with, and in particular the 
lowest estimates provided, can not be regarded as determinative of the issue of the appropriate 
cut-off point (in terms of working lines) to be used in the probability weighting approach. This is 
because these estimates were likely based on expectations of a reduction in the LLU monthly 
rental charge as a result of the current review, the rental charge being a key cost input in OAOs 
assessment of the extent to which unbundling would be viable, considerably greater than that now 
being proposed by ComReg. 
 
Vodafone notes that the remaining reason offered by ComReg, in paragraph 5.10.2, in support of 
the preliminary view that exchanges with less than 1,600 lines are unlikely to be feasible for 
unbundling is that this threshold is consistent with the smallest exchanges that are unbundled in 
France and lower than that in the UK. Vodafone does not understand why ComReg considers 
France to be the most appropriate benchmark in terms of the determining the cut-off point at which 
exchanges are unlikely to be viable to unbundle, and no detailed reasoning has been set out to 
justify this view in the current consultation. In particular, ComReg’s view that France is a more 
appropriate benchmark than the U.K. in this respect requires a detailed explanation as it is 
inconsistent with ComReg’s view as set out in ComReg’s consultation document on the Review 
Regulatory Asset Lives of Eircom (ComReg document 09/11) that the regulatory asset lives used 
by BT Group were of particular relevance in determining the appropriate asset lives for Eircom 
given the similarity of many parts of the U.K. to Ireland in terms of topography and other factors.1 It 
is Vodafone’s view that, where a benchmarking approach is applied, the U.K. is the most suitable 
peer country in informing the decision on the optimal cut-off point between large and small 
exchanges.  
 
As ComReg has indicated in the consultation, the evidence from the U.K. is that exchanges with 
less than 2,500 lines are not normally unbundled by OAOs and this is also consistent with the fact 
that the smallest exchange currently unbundled in Ireland has in excess of 2,700 lines. Vodafone 
would emphasise in the first instance that the threshold for determining exchanges that are likely to 
be unbundled during the review period should be based on evidence of costs that OAOs actually 
face in Ireland, but information from the U.K., the most relevant comparator country, indicates that 
the optimal threshold should approximate 2,500 working lines rather than the 1,600 lines cut-off 
point currently proposed by ComReg. Vodafone recommends that ComReg should therefore 
change the parameters of its LLU costing methodology accordingly.  
  
 
Q.12. Do you agree that it is unlikely that an OAO would unbundle a line unless it was able 
to provide broadband services over that line; and do you agree that 5 km represents the 
maximum line length that may be used for these services? Please state the reasons for your 
response. 
 
 
Vodafone considers that OAOs would not unbundle lines if they were not able to provide 
broadband services over that line. On the basis of the available information, and the fact that 5 km 
is the maximum line length for broadband services used by eircom itself, Vodafone agrees that a 
5km maximum is reasonable to use in determining the regulated LLU monthly rental charge. 
 
                                                 
1 ComReg doc 09/11 – ‘Consultation & Draft Decision: Review of the Regulatory Asset Lives of Eircom Ltd.’, paragraph 2.8 
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Q. 13. Do you agree that ComReg’s proposal is conservative in that it includes an element 
of the costs associated with lines in excess of 5 km? 
 
 
Yes, we agree that ComReg has taken a conservative approach but Vodafone entirely disagrees 
with ComReg’s application of its conception of a ‘conservative’ approach to the costs of long lines 
in the determination of the LLU monthly rental charge. As set out in the response to question 11, 
Vodafone considers that ComReg’s current general ‘conservative’ approach involves employing a 
form of costing methodology that introduces a systematic and substantial upward bias into the 
determination of the LLU monthly rental charge. This approach cannot be justified on 
methodological, economic efficiency, or consumer welfare grounds.  
 
As it is neither economically nor technically viable for OAOs to unbundle long lines (> 5 km) over 
which they are not able to provide broadband services, there is no basis whatever for any element 
of the incremental costs of long lines to be included in the calculation of the LLU monthly charge. 
Indeed the preliminary view of ComReg in its initial consultation on proposals for local loop 
unbundling pricing methodologies (ComReg document 08/56) was consistent with Vodafone’s 
position. In paragraph 5.32 of that consultation document, ComReg stated: 
 

“ComReg also considers that copper lines that are too long are unlikely to be unbundled by 
OAOs. This is because DSL capabilities reduce the longer the length of the copper line. After 
a certain distance from the exchange the provision of broadband, via DSL, is not possible. 
Accordingly, ComReg is also considering combining Option C with Option B by 
excluding long lines from areas that are otherwise potentially viable.”  [Vodafone 
emphasis in bold] 

 
It is clear that at the time of ComReg’s initial consultation on LLU pricing methodologies, it was 
envisaged that long lines would be totally excluded from the calculation of the costs underlying the 
LLU monthly rental charge. Vodafone agreed with this proposal in our submission to that 
consultation for the reasons set out by ComReg and we consider that nothing has changed in the 
interim to alter the validity of this position. ComReg’s proposal in the present consultation that 
some element of the incremental costs of long lines must now be included in the calculation of the 
LLU monthly rental charge therefore represents a fundamental reversal of its original stance. 
ComReg’s change of position on this issue therefore at a minimum requires extensive justification, 
but there is not even an acknowledgment in the consultation document that ComReg’s proposed 
approach to the treatment of the cost of long lines has changed since consultation document 08/56 
was published. Vodafone considers that the absence of any justification for ComReg’s proposed 
change of approach other than the invalid one that it would in ComReg’s view ‘enhance the 
conservative nature of the calculation’ means that the costs of long lines must therefore be 
excluded totally from the determination of the LLU monthly rental charge.      
 
 
Q. 14. Do you agree with ComReg’s proposed weightings, as set out above, used in relation 
to the cost associated with long lines and small exchanges? Please state the reasons for 
your response. 
 
 
Vodafone agrees only in part with the proposed weightings to be used by ComReg in relation to 
the cost associated with long lines and small exchanges.  
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Vodafone considers that it is appropriate and reasonable that 95% of the cost of lines in large 
exchanges and 5% of the cost of lines in small exchanges are included in the calculation of the 
regulated LLU monthly rental charge. The 95:5 ratio is a good approximation of the likely 
distribution of unbundled lines between large and small exchanges respectively and has the benefit 
that the costs of all exchanges will be incorporated to some extent in the determination of the final 
regulated LLU monthly rental charge.  
 
For the reasons set out in response to question 11 however, Vodafone considers that the proposed 
cut-off point of 1,600 working lines proposed by ComReg to distinguish between large and small 
exchanges is inappropriately low and has not been effectively justified. It is our view that the 
determination of the optimal cut off point between large and small exchanges for the purpose of 
determining the final weighted average LLU monthly rental charge should be based primarily on 
evidence of costs that OAOs actually face in Ireland in unbundling exchanges. Vodafone contends 
that the appropriate threshold approximates 2,500 working lines, consistent with that observed in 
the U.K. and also in line with the fact that the smallest exchange unbundled in Ireland to date has 
in excess of 2,700 working lines. Use of the alternative threshold recommended by Vodafone will 
significantly reduce the number of exchanges included in the ‘large exchange’ category for the 
purposes of calculating the LLU monthly rental charge compared with ComReg’s current 
methodology.  
 
For the reasons set out in response to question 13, Vodafone also strongly disagrees with 
ComReg’s current proposal to attach a positive (5%) weight to the costs of long lines in excess of 5 
km in the calculation of the regulated LLU monthly rental charge. As it is neither economically nor 
technically viable for OAOs to unbundle long lines over which they are not able to provide 
broadband services, there is no basis whatever for any element of the incremental costs of long 
lines to be included in the determination of the LLU monthly charge. ComReg must therefore revisit 
its current methodology and assign a zero weighting to the costs of long lines in assessing the LLU 
monthly rental charge (entirely excluding any costs associated with long lines from the calculation). 
 
 
Q. 15. Do you agree that the charge at option 4 is the most appropriate charge for setting 
the LLU monthly rental charge going forward? Please state reasons for your response. 
 
 
Vodafone does not agree that the charge of €12.18 at option 4 is the most appropriate charge for 
setting the LLU monthly rental charge going forward. This is because the charge is based on 
incorrect assumptions made by ComReg, described by Vodafone in the response to previous 
consultation questions, relating for example to the forecast evolution of key costs relevant to the 
provision of LLU. In addition the proposed €12.18 charge is inappropriate for the reasons set out in 
the response to question 14, particularly the use of an excessively low cut-off point for the 
purposes of defining large versus small exchanges and the inclusion of an element of the 
incremental cost of long lines in the calculation of the LLU monthly rental charge. 
 
All the other options for charges proposed by ComReg (options 1-3) as set out in the table 
following paragraph 5.29 in the consultation document are however even more seriously flawed 
than Option 4 as the methodology underlying them is even less reflective of the underlying efficient 
costs of the provision of LLU than the approach currently proposed by ComReg. Vodafone 
considers that the first-best option for the setting of the LLU has not been explicitly set out by 
ComReg in the consultation. This optimal approach would require the use of revised assumptions 
and a different weighting approach to that used by ComReg in a number of key respects, on the 
lines set out by Vodafone in response to previous consultation questions. Vodafone urges 
ComReg to revisit its approach and adopt our proposals in order to determine a regulated LLU 

 10  
 



Vodafone Response – ComReg 09/39 LLU and SLU Monthly Rental Charges

 
monthly rental charge that most accurately reflects the underlying efficient costs of the provision of 
LLU to OAOs. This will facilitate enhanced and sustainable competition in the market between 
eircom and OAOs on the basis of use of LLU inputs on reasonable terms. This can only be to the 
benefit of end users of communications services going forward. 
 
 
Q. 16. Do you agree that the charge at option 2 results in the most appropriate charge for 
setting the SLU monthly rental charge going forward? Please state reasons for your 
response. 
 
 
No. Vodafone notes that the SLU charges reflect the costing parameters set out in Section 4 of the 
consultation document and we consider that different parameters to those proposed by ComReg 
should be implemented in some respects. These changes will lead to a different proposed charge 
than that set out by ComReg as option 2 in the table following paragraph 5.33 in the consultation 
document. Vodafone does however agree with ComReg’s high level conclusion that sub loop 
unbundling is highly unlikely to happen outside the major urban areas identified by ComReg within 
the time period of this review. The finding of Analysys Consulting that only street cabinets with a 
minimum of 300 lines would be economically viable for the purposes of sub loop unbundling is also 
reasonable.  
 
 
Q. 17. Do you believe that given the current economic circumstances that a proposed price 
control period of three years with a review in year 2 is the most prudent option? Please 
state the reasons for your response. 
 
 
Vodafone agrees that the proposed price control period of three years is the most prudent option. 
However we must question the rationale for a review in year 2, as this significantly reduces the 
intended benefit of regulatory certainty from the selection of a 3 year control period. It is vital for the 
business planning of OAOs that they have the greatest possible visibility of the level of the LLU 
and SLU access charges over the medium term and Vodafone therefore recommends that 
ComReg should revise its current proposal to exclude the proposed element of a review in year 2.  
 
Vodafone agrees that ComReg must have discretion to intervene in the setting of the LLU and SLU 
access charges within the 3 year price control period if exceptional circumstances warrant. The 
examples of exceptional circumstances set out by ComReg in paragraph 5.37 of the consultation 
document indicate however that the current definition of ‘exceptional circumstances’ is too broad 
and would greatly limit regulatory certainty for market participants. Vodafone recommends that two 
criteria should be clearly established at the outset to determine changes that could be regarded as 
exceptional ones warranting intervention by ComReg within the price control period. The 
suggested criteria are: 
 

1. The changes make a material difference to eircom’s actual cash outflow 
 
2.  The changes are outside the control of eircom 

 
Labour costs increasing above forecasts would, for example, on the basis of these criteria not meet 
the requirements for exceptional intervention by ComReg if eircom had made a discretionary 
decision to introduce the above forecast pay increases. 
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Q. 18. Do you believe that the draft decision is clear, precise, and intelligible from a legal, 
technical, and drafting perspective? Please state the reasons for your response. 
 
 
Vodafone agrees that the text of the draft decision is appropriate and correct from a legal, 
technical, and drafting perspective. 
 
 
Q. 19. Respondents are invited to comment on the draft direction from a legal, technical and 
drafting perspective as set out above. 
 
 
Vodafone does not have specific comments on the legal, technical, and drafting aspects of the 
draft decision. 
 
 
Q. 20. Respondents are requested to provide views (if any) which ComReg should consider 
in completing its Regulatory Impact Assessment. 
 
 
Vodafone agrees with the high level preliminary conclusion of ComReg’s Regulatory Impact 
Assessment (RIA) that Option 3 is the optimal approach to undertake as Options 1 and 2 would not 
be in compliance with maintaining the obligation of cost orientation on eircom. The 3 options 
considered by ComReg are in Vodafone’s view the relevant ones to be assessed in the analysis 
and do not appear to omit any viable additional alternatives that should also be assessed.  The RIA 
conducted by ComReg to date is in Vodafone’s view sufficiently demonstrates that the general 
approach adopted by ComReg (Option 3) is appropriate, justified and proportionate to undertake. 
The conclusions of the RIA would however be further strengthened if ComReg, in completing the 
RIA, were to quantify where feasible the benefits and costs of its proposed option relative to the 
alternatives set out. 
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3 Smart Telecom 
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4 BT Communications Ireland Ltd. 
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BT Communications Ireland Ltd response to the ComReg 

Consultation: 

 
Further Consultation on Local Loop Unbundling 

(‘LLU’) and Sub Loop Unbundling (‘SLU’) Monthly 

Rental Charges 

 

 

Issue 1 12/06/2009 

 

Introduction 

BT welcomes the opportunity to comment on this consultation 
dealing with the key broadband service and competition stimulant 

known as Local Loop Unbundling (LLU). Achieving the correct cost 
orientated price for LLU has proven in other countries (most 

recently Greece) to stimulate competitor investment, stimulating 
differentiation in broadband services, stimulating the incumbent 

to upgrade its services and stimulating greater retail competition. 
LLU could even stimulate greater use of eircom’s access network 

as more players would be become interested in DSL based 
solutions and offer a wider and more competitive range of 

products. 
 

Regrettably LLU in Ireland is a story of lost opportunity; prices for 
LLU in Ireland are the highest in Europe, see Annex A. 

 
It is public domain knowledge that the progress of LLU in Ireland 

has been painfully slow and this is set out on the ComReg web 
site through numerous directions other action against eircom. 

 
Whilst we would still like to believe that LLU has a real part to 

play in Next Generation Broadband in Ireland, it will only play that 
part when prices for all LLU components are slashed.  It would be 

a brave operator to predict when that might be and thus delay in 
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regulatory progress always results in delayed investment by 
alternative operators. 

 
 

Price Reductions 

BT considers that the proposed price reductions (16.43 Euros per 
month to 12.12 Euros per month rental) is of little value as its 

only a part charge and does not reflect the ‘net' real line rental 
which is closer to 13.26 Euro per month once maintenance is 

included. BT is of the view that the LLU line rental price including 
maintenance should be closer to 9.95 Euros per month. 

 
 The 12.12 Euro line rental needs to be qualified that it does not 

include maintenance hence is in reality only a part charge. Given 
the poor state of the eircom access network BT observes that it 

would have to pay an additional repair charge per year and this 
will provide the ‘net’ rental per customer. If as detailed in clause 

4.130 of the ComReg consultation the Line Fault Index is 12.5% 
this would mean that each line has a 12.5% probability of going 

faulty each year. This would have a cost implication of 12.5% 
multiplied by 117 Euro or 109.7 Euro (the eircom price per 

repair) per year per line. I.e. an additional charge per month on 
each line of either 1.22Euro or 1.14Euro depending on the fault 

order type used.   Hence the headline price is more realistically 
12.12+1.14 = 13.26 Euro per month.   

 
 BT is also finding it difficult to reconcile some of the ComReg 

modelling logic. BT understands from the consultation that the 
model is designed to apply for areas where LLU is likely to be 

deployed, hence ComReg suggest the Line Fault index should be 
reduced and thus repair costs reduced, however, maintenance 

has been kept outside of the rental price so it’s not clear how the 
benefit applies. The application by eircom of a repair per incident 

price negates any linkage to savings for the service being in 
more urban areas with underground cabling. 

 
 BT considers that LLU rental should be normalised and the 

maintenance charge should be included in the rental charges 
particularly as the line fault index is so high and LLU operators 

are required to pay for repair on a per incident basis, unlike 
other eircom services. Per incident charges provide no incentive 

for eircom to improve their service quality unlike for other 
eircom services where eircom takes the risk by factoring repair 
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costs into the fixed rental charge. The eircom ARO price list 
acknowledges that operators can provide the line test 

information, and given this acknowledgement the line rental 
should include maintenance where the line information is 

supplied. This will align LLU with other eircom products such as 
Wholesale Line Rental. Hence where test results are supplied 

there should be no separate charge but a different monthly 
rental. 

 
 Other countries appear able to hit significantly lower prices of 

around 8.29 Euro per month for LLU line rental with repair 
charges included. At 13.26 Euro per month Ireland is still out of 

kilter with Europe. 
 

 BT is of the view that the proposed price minus the maintenance 
charge is of little value and will not address the competition 

issue in this market. BT considers that the cost saving 
announced by eircom should be factored into the cost model and 

assuming these will be in the order of 25% given headcount 
reductions, closing costly buildings etc, the reasonable and fair 

LLU monthly rental price would be in the order of 25% multiplied 
by 13.26 Euro which would equate to an LLU line rental price of 

9.95 Euros per month including repair.  
 

 The only real driver to reduce prices will come when eircom are 
mandated to purchase the same services at the same prices and 

performance that they supply to the other operators. Only then 
will the eircom have the appropriate cost and performance 

signals to improve their wholesale products. 
 

 
Discrimination 

BT considers that the direction needs to be re-drafted to include 
all the operators in the market, and specifically it should be 

modified to include the largest player in the market, i.e. eircom 
Retail as a downstream provider. Without such a modification 

their will be no transparency of what eircom are offering 
themselves; there will no incentives for eircom to improve 

wholesale pricing and services to the OAOs; and there remains a 
significant potential for eircom to discriminate against OAOs.  
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Inefficient Services 
Whilst eircom continue to support dual systems for its own 

downstream provider and separately for the OAOs they are 
making the conscience decision to be inefficient. Regulation is 

aimed at encouraging efficient operators and for this reason 
ComReg should only allow eircom to recover such costs it would 

reasonably require to run single provision and assurance 
platforms that would offer equivalence of input to all downstream 

providers including its own downstream provider. 
 

 
Cost Model 

BT is disappointed that it was not afforded the same opportunity 
to have studied the costing model as was provided to eircom. BT 

has a considerable amount of expertise in LLU within its 
organisation and could have offered constructive comments based 

on experience of providing over 5 million LLU lines in other 
jurisdictions including the UK and Italy. BT is of the view going 

forward that any such future models should either be provided to 
no operator or to all interested parties. 

 
 

Review Period 
BT agrees with ComReg for a three year period for the new price 

control and strongly recommends that price reviews are not 
allowed to extend to some five years as has happened previously. 
 

 

Detailed Response 

Q. 1. Do you agree that the period from 2000 to 2012 is a 
reasonable length of time to evaluate the price trend data 

for the copper access network assets? Please state the 
reasons for your response. . 
 

BT Response 1 

BT agrees that the period from 2000 to 2012 is a reasonable 
length of time to evaluate the price trend data for copper access 

network assets in Ireland. BT agrees that by correlating the price 
trends over some 21 analysts will smooth the trend and provide 

greater confidence of correctness. BT agrees with ComRegs 
approach. 
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Q. 2. Do you agree that the basis used for forecasting price 
trends for copper and the other local loop assets (i.e. poles, 

trenches, chambers, MDFs, street cabinets, etc) appears 
reasonable? Please state the reasons for your response.  
 

BT Response 2 

BT agrees that the process proposed by ComReg is reasonable as 
taking the forecast over a longer period smoothes short term 

variations and brings both stability and certainty. 
 

 

Q. 3. Do you agree that it is reasonable to consider that 

contractor costs will reduce over the proposed three year 
price control period? Please state the percentage (%) 

which you expect labour costs to reduce over this period.  
 

BT Response 3 

 Average payment terms 
BT would like to address clause 4.50 in its response to this 

question. BT notes the discussion in clauses 4.51 through to 4.62 
has an extra complexity. Whilst BT would agree with ComReg for a 

situation where a significant new network infrastructure is being 
deployed, it does not agree that the rule is correct for the cases 

where a small network is being deployed or for the situation where 
an existing network is being used. BT considers that it is likely the 

lead time to revenue can be much shorter, and indeed 
instantaneous where existing network is being used, such as for 

LLU.  
 

It should also be noted that for the case of LLU any infrastructure 
development is on the side of the entrant and not the incumbent.  

 
BT agrees with ComReg that the incumbent would not need to wait 

for a whole national deployment before earning revenue as 
deployment would be made live on a roll-out basis. The eircom 

bitstream platform is a good example of this which is still being 
rolled out many years after the initial service was launched and 

revenue received. 
 

Therefore BT agrees that ComReg is correct to use six months for a 
larger infrastructure build but considers the lead to revenue is 

instantaneous for the use of existing networks for LLU. 
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 Contractor Cost reductions 
BT agrees with ComReg that it is reasonable to consider that 

contractor rates will reduce over the proposed three year price 
control period as this is the market trend based on a number of 

factors such as the oversupply of labour. The downturn of 
construction in Ireland, followed by that of the banking system is 

now having a direct impact on virtually all aspects of the 
employment market in Ireland. The following extract from the 

Economic Research and Social Research Institute (ERSI) highlights 
the scale of the employment problems in Ireland. This level of 

unemployment will have a major lowering impact on contractor 
costs over the period of this price review due to oversupply in the 

labour force. 
 

Extract from the Economic Research and Social Research Institute (ERSI) latest 
press releases. (Italics added) 

30 April 2009 

ESRI Policy Conference, 2009: The Labour Market in Recession 

Following a decade of high employment growth and very low rates of 
unemployment, the Irish labour market is now in crisis. Employment is 
contracting at a very fast rate: current ESRI estimates are there will be on 
average 190,000 fewer people in employment in 2009 compared with 2008, 
and that employment will fall by a further 100,000 over the following year. 
Correspondingly, unemployment rates are rising at an alarming pace, with 
the result that the unemployment rate this year is expected to average 13 
percent, and in 2010 to rise to over 16 percent. These are challenging 
figures for policy makers and for society at large. 

End of extract 

 
 

In addition to the above, the contractor is more exposed than many 
in the current environment as by their nature they tend to be on 

short term contracts for specific tasks, hence their rates can be 
rapidly reduced through reducing re-hire prices and there are no 

union agreements or other complexities to address. 
 

Additionally, as companies reduce employee headcount, it is 
normally easier and less contentious to let contractors go first 

before making permanent employees redundant. Hence contractors 
of all types will face lower employment rates for a considerable 

length of time. 
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Some commentators have suggested Ireland is over priced by 25% 

and its noted in question 6 that eircom’s itself is aiming to shed 
somewhere between 19 and 26.5% of staff, therefore it is proposed 

that the reduction in contractor rates could be reduced in the order 
of 25% if not more. 

 
 

Q. 4. Do you believe that the volumes of working lines will 
increase, decrease or remain static over the proposed price 

control period? Please state in percentage (%) terms your 
views on the likely movements with detailed calculations, if 

necessary. 
 

BT Response 4 
BT considers that the number of eircom working lines will largely 

be static over the control period as customers will demand higher 
speeds and greater high speed reliability than offered by the 

current generation of mobile solutions. BT notes that three of the 
four mobile companies operating in Ireland have now entered the 

fixed broadband market or are owned by a fixed broadband 
company operating in Ireland. It is also unlikely that the digital 

dividend frequencies will not be available to the mobile sector 
before 2013 given that the deployment of the Digital Terrestrial 

Television (DTT) has not yet started in Ireland and so the 
expected dividend frequencies are still in use for traditional 

analogue television. It is difficult to predict the growth of the 
cable industry as this will be largely dependent on future cable 

investment and this could be disrupted by the current recession. 
Additionally the introduction of the NGN and the potential for 

technologies such as Ethernet First Mile (EFM) may use significant 
groupings of lines to offer higher symmetrical speeds to business 

users.  
 

BT is of the view that if the ComReg pricing decisions for LLU were 
to more closely reflect the cost of the LLU assets (something that 

has now been achieved in a number of EU countries) then LLU 
could actually stimulate growth in the overall number of active 

eircom lines due to greater innovation and the potential to bring 
new entertainment and TV players into the fixed market. BTs view 

is that eircom’s very high access pricing (the highest in Europe) is 
foreclosing the access market and stifling investment that would 

make better use the eircom network.  
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Q. 5. Do you agree with ComReg’s preliminary view that 
working capital should not be included in the BU-LRAIC 

cost model used to determine the LLU monthly rental 
charge? Please state the reasons for your response.  

 
BT Response 5 

 
BT agrees with ComReg that working capital should not be 

included in the BU-LRAIC cost model as such is transient and 
would not truly reflect the assets deployed to offer the service. 

 
 

Q. 6. Do you agree that it is reasonable to consider that 
labour costs will reduce over the proposed three year price 

control period? Please state the percentage (%) which you 
expect labour costs to reduce over this period.  

 
BT Response 6 

 
eircom headcount reduction. 

eircom state in their end of quarter financial presentation at 
March 2009 that they have reduced their headcount by 661 staff 

for their existing 2009/2010 target. In addition eircom have also 
announced a significant further cost cutting programme with 

some 1200 employees leaving the company in two years. This 
level of employee reductions will impact eircoms costs. According 

to eircom their headcount count at the end of March 09 was 6,367 
and leaving aside the 661 employees that have already left 

eircom in the current programme, a further reduction of 1200 will 
be a decrease in headcount of 19% from today’s figures. It’s not 

known whether eircom employed new people during the past 
scheme but it is likely that more people left eircom than joined, 

hence the overall staff reduction of the two scheme probably lies 
somewhere between 19% and 26.5% (i.e. the reduction if the 

previous scheme is included). 
 

The climate in Ireland is also driving for costs to be reduced over 
the coming years (See question 3). BT does expect labour costs to 

reduce over the next three years and would expect the labour 
charges to reduce by 25% or greater given the staff reduction 

discussed above and other cost savings from the reduction in 
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allowances and other benefits. eircom should also being 
experiencing considerable savings from the migration of 

employees from numerous prime sites in Dublin to one main site 
at Heuston in Dublin etc. These saving should be factored in 

wholesale costs going forward. 
 
 

Q. 7. Do you agree that the LFI of the current Eircom 
network is not an appropriate basis on which to set the 

operating costs of a BU-LRAIC model in determining the 
LLU and SLU monthly rental charge? Please state the 

reasons for your response.  
 

BT Response 7 
 

BT is of the view that it should not pay for eircom’s 
underinvestment in their access network and the exceptionally 

high level of faults (Line Fault Index(LFI)) that its network 
experiences. BT believes that the problems are due to general 

underinvestment and a lack of preventative maintenance by 
eircom in their access network.  

 
BT therefore agrees that the Line Fault Index of the current 

eircom network is not an appropriate basis on which to set the 
operating costs of a BU-LRAIC model to set the LLU and SLU 

monthly charges. A principle of regulation is to encourage efficient 
activity and to use the current LFI is rewarding inefficient 

operation which could have been avoided through investment and 
preventative maintenance. 

 
However BT is finding it difficult to reconcile some of the ComReg 

modelling logic. BT understands from the consultation that the 
model is designed to apply for areas where LLU is likely to be 

deployed, hence ComReg suggest the Line Fault index should be 
reduced and thus repair costs reduced, however, maintenance has 

been kept outside of the rental price so it’s not clear how the 
benefit applies. The application by eircom of a repair per incident 

price negates any linkage to savings for the service being in more 
urban areas with underground cabling. Per incident charging also 

negates any incentive for eircom to improve its efficiency. BT is of 
the view that the maintenance charge should be included in the 

rental. 
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Q. 8. Do you agree that the LFI of an efficient BU-LRAIC 
model, used to determine the LLU and SLU monthly rental 

charge, should be based on an LFI not exceeding 8%? 
Please state the reasons for your response.  

 
BT Response 8 

 
BT notes that ComReg distinguish between old and new networks 

and whilst BT understands the difference, BT is of the view that 
with good management of the network, including the use of 

preventative maintenance it should be possible to offer a 
significantly better LFI than currently available from eircom. BT 

supports the proposed LFI that is not to exceed 8% for the next 
year period but believes that eircom should be under an incentive 

to improve this further. Whilst maintenance is kept outside of the 
rental, the LFI has no impact on the Line Rental Price. 

 
 

Q. 9. Do you agree with the overall preliminary approach 

taken by ComReg above in relation to the basis used in 
determining the capital costs and operating costs used in 

the BU-LRAIC model for determining the monthly rental 
charges of LLU and SLU services in Ireland? Please state 

the reasons for your response. 
 

BT Response 9 
 

Other than repair being outside of the model, BT agrees with the 
overall preliminary approach taken by Comreg in relation to the 

basis used in determining the capital costs and operating costs 
used in the BU-LRAIC model for determining the monthly LLU 

rental charges and this is based on best in practice regulatory 
treatments and is a logical approach to this type of service 

modelling. ComReg’s use of consultants has also been beneficial 
by both providing ComReg with a wider European view and time 

to develop a significant detailed model. 
 
 

Q. 10. Do you agree that the fault clearance charge should 

remain a separate charge from the LLU monthly rental 
charge? Please state the reasons for your response. 
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BT Response 10 
 

BT considers that LLU rental should be normalised and the 
maintenance charge should be included in the rental charges 

particularly as the line fault index is so high and LLU operators are 
required to pay for repair on a per incident basis, unlike other 

eircom services. I.e there is no incentive on eircom to improve its 
repair service as it does not experience the cost within the 

product.  
 

BT can and does provide test data to eircom and can provide the 
same test results as eircom use themselves. BT is aware that the 

other LLU providers also have facilities to provide test information 
diagnostics.  

 
The eircom ARO price list acknowledges that operators can 

provide the test information, and given this acknowledgement the 
line rental should include maintenance where the test information 

is provided. Hence where test results are supplied there 
should be no separate charge but a different monthly 

rental. 
 

BT notes that in the UK, BT offers the full Unbundling for £7.20 
(equals 8.29Euro) per month and this includes the automated 

remote test facility and line maintenance. The UK circuits are also 
copper based with an infrastructure similar to that of eircom’s 

access network. See Table 1 below for the rental prices. 
 

Table 1 Monthly Rental Comparison between UK and RoI Full LLU. 
 

 Monthly Rental in Euro exVat 

ULMP - Full LLU Monthly 
Rental. 117 Euro to 

dispatch an engineer to 
test the line manually. 

16.43 

UK Full LLU Monthly 
Rental – remote 

automated test facility 
used. 

8.29 Euro as at 10/06/09 

See Annex A for a full list of charges in Europe taken over a three 
year period where Ireland provides the highest price rental in 

Europe. 
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Q. 11. Do you agree that exchanges with working lines in 

excess of 1,600 is a reasonable cut-off for those exchanges 
that are unlikely to be economically viable for OAOs to 

unbundle in the timeframe of the proposed price control 
period? Please state the reasons for your response.  

 
BT Response 11 

 
BT believes that exchanges with working lines in excess of 1600 

lines is a reasonable cut-off to distinguish between those 
exchanges where is viable for OAOs to unbundle in the timeframe 

of the proposed price control. BT is of the view that it is highly 
unlikely it would unbundle at an exchange in Ireland with less 

than 1600 given the economics of trying to recover the costs. For 
example, if an operator were to assume it would achieve a 10% 

market share in an exchange area with 1000 lines, which would 
be very optimistic given eircoms dominance (circa 80%) of the 

retail market, the best it could expect is 100 customers. In the 
consumer market is would not be possible to recover the 

backhaul; equipment costs and running costs etc to make such an 
investment viable.  

 

 

Q. 12. Do you agree that it is unlikely that an OAO would 

unbundled a line unless it was able to provide broadband 
services over that line; and do you agree that 5km 

represents the maximum line-length that may be used for 
those services? Please state 

the reasons for your response.  
 

BT Response 12 
 

BT agrees that it is unlikely that an OAO would unbundle a line 
unless it was able to provide broadband services over that line. To 

recover the investment and running costs OAOs need to offer a 
package of services to customers to achieve a sufficient return on 

investment. To limit the offering to voice would not provide a 
sufficient return and other markets characteristics such as churn 

show that bundles are subject to less churn than single services. 
 

On the issue of whether 5Km represents the maximum line length 
that is used for broadband services BT would agree that this is the 
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point where the line quality is likely to degrade rapidly for the 
lines in Ireland and commercial offerings become difficult. BT 

agrees with ComReg’s reasoning at this time, however, given that 
technology keeps advancing an improved solution could appear at 

some time in the future to increase the workable distance. At this 
time 5Km is a reasonable distance for the foreseeable future and 

period of this review given the technology deployed and available 
in the market,   

 
 

Q. 13. Do you agree that ComReg’s proposal is 
conservative in that it includes an element of the costs 

associated with lines in excess of 5km?  
 

BT Response 13 
 

BT agrees that ComReg’s proposal is conservative by including an 
element of the costs associated with lines in excess of 5km is 

reasonable as these will have a small impact on the exchange 
area costs. 

 
 

Q. 14. Do you agree with ComReg’s proposed weightings, 
as set out above, used in relation to the cost associated 

with long lines and small exchanges? Please state the 
reasons for your response.  

 
BT Response 14 

 
BT agrees with ComRegs’s proposed weightings for the cost 

associated with long lines and small exchanges as this offers a fair 
balance between the incumbent recovering its costs and the LLU 

operators not being hit by costs not required. 
 

 
Q. 15. Do you agree that the charge at option 4 is the most 

appropriate charge for setting the LLU monthly rental 
charge going forward? Please state reasons for your 

response.  
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BT Response 15 
 

BT agrees that Option 4 is the appropriate methodology for 
setting the LLU monthly rental charges for Ireland; however BT 

considers that the proposed value of 12.12 Euro is far too high for 
the following reasons. 

 
 The 12.12 Euro line rental needs to be qualified that it does 

not include maintenance hence is in reality only a part 
charge. Given the poor state of the eircom access network BT 

observes that it would have to pay an additional repair charge 
per year and this will provide the ‘net’ rental per customer. If 

as detailed in clause 4.130 of the ComReg consultation the 
Line Fault Index is 12.5% this would mean that each line has 

a 12.5% probability of going faulty each year. This would 
have a cost implication of 12.5% multiplied by 117 Euro or 

109.7 Euro (the eircom price per repair) per year per line. I.e. 
an additional charge per month on each line of either 

1.22Euro or 1.14Euro depending on the fault order type used.   
Hence the headline price is more realistically 12.12+1.14 = 

13.26 Euro per month.   
 

 Other countries appear able to hit significantly lower prices of 
around 8.29 Euro per month for LLU line rental with repair 

charges included. At 13.26 Euro per month Ireland is still out 
of kilter with Europe. 

 
 BT is of the view that the proposed price minus the 

maintenance charge is of little value and will not address the 
competition issue in this market. BT considers that the cost 

saving announced by eircom should be factored into the cost 
model and assuming these will be in the order of 25% given 

headcount reductions, closing costly buildings etc, (see 
question 6) the reasonable and fair LLU monthly rental price 

would be in the order of 25% multiplied by 13.26 Euro which 
would equate to an LLU line rental price of 9.95 Euros per 

month including repair.  
 

 For LLU eircom will recover its costs immediately as the 
network is already in place and the supply of LLU services are 

already available.  
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 Isolating housing costing approach. - A common reason put 
forward by eircom for higher rental prices is the high level of 

standalone houses in Ireland. BT considers that the boom of 
the last fifteen years has changed this situation (if it ever 

existed) as the large majority of new housing is in the form of 
estates rather than isolated houses, and most people in 

Ireland live in the cities or housing developments rather than 
in isolated houses. Urban planning rules also now require 

underground feeds to new houses rather than overhead drop 
wires. BT therefore considers that it is eircom’s inefficiency 

and costing approach that is leading to high costs rather than 
the costs of serving isolated houses. Using ComReg own 

analysis of under 1600 line exchanges, LLU is unlikely to 
address the rural areas and thus LLU is more appropriate to 

urban areas and customers would be served by underground 
cables. 

 
 Inefficient services – Whilst eircom continue to support dual 

systems for its own downstream provider and separately for 
the OAOs they are making the conscience decision to be 

inefficient. Regulation is aimed at encouraging efficient 
operators and for this reason ComReg should only allow 

eircom to recover such costs it would reasonably require to 
run single provision and assurance platforms that would offer 

equivalence of Input to all downstream providers including its 
own downstream provider.  Eircom has had many years to 

have offered the same to all and have not taken this 
opportunity, preferring to continue what we believe is a 

discriminatory approach. ComReg need to act now by 
providing cost recovery that creates the correct incentive for 

efficiency. This discrimination is brought out very clearly as 
year on year LLU Line Share prices have increased, yet 

eircoms own bitstream service that uses the same input as 
line share llu has constantly decreased in price. The 

discrimination needs to be addressed through the cost models 
and regulating for efficiency. 

 
 

In conclusion BT considers that Comreg should be looking at a full 
unbundling rental price of 9.95 Euros rather than over 13. Euros.    
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Q. 16. Do you agree that the charge at option 2 results in 
the most appropriate charge for setting the SLU monthly 

rental charge going forward? Please state the reasons for 
your response.  

 
BT Response 16 

 
Whilst BT does not see SLU being deployed other than for very 

exceptional circumstances due to the very small prospective 
customer base vs. high costs of setting up, BT does agree that 

Option 2 is the appropriate charge for setting SLU monthly rental 
charges going forward. 

 
 

Q. 17. Do you believe that given the current economic 
circumstances that a proposed price control period of three 

years with a review in year 2 is the most prudent option? 
Please state the reasons for your response.  

 
BT Response 17 

 
BT believes that the previous price control period was far too long 

and allowed LLU pricing to become detached from reality and 
unreasonably kept LLU pricing high which in turn has directly led 

to the poor take up in Ireland.  However, BT also believes that too 
short a price control period (say2 year) would remove confidence 

to invest. BT therefore agrees that three years, even in the 
current economic conditions is an appropriate length of time for 

this price control period. The safeguard of setting a time limit of 
two yeas for a new review is prudent as the previous price control 

period has proven to be far too long.    
 
 

Q. 18. Do you believe that the draft direction is clear, 
precise, and intelligible from a legal, technical and drafting 

perspective? Please state the reasons for your response. 
 

BT Response 18 
 

BT considers that the direction needs to be re-drafted to include 
all the operators in the market, and specifically it should be 

modified to included the largest player in the market, i.e. eircom 
Retail as a downstream provider. Without such a modification 
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their will be no transparency of what eircom are offering 
themselves, we believe their will be potential for eircom to 

discriminate against OAOs, the market will continue on its route 
foreclosure and it will continue to be difficult for ComReg to 

address margin squeeze and discrimination issues.  
 
 

Q. 19. Respondents are invited to comment on the draft 
direction from a legal, technical and drafting perspective as 

set out above.  
 

 
BT Response 19 

 
BT observes that eircom offers to itself both LLU (ULMP) and Line 

Share services as components for its own downstream products. 
For example: 

 
- WLR uses the ULMP as an input. 

- EULs in PPCs and leased lines are based on the ULMP input. 
- Bitsream is based on the LLU Line share product. 

 
BT notes that eircom is regulated through ComReg Decision 

D8/04 which states:  
 

(Italics added) 
6 OBLIGATION OF NON-DISCRIMINATION 

6.1 eircom shall have an obligation of non-discrimination as provided for by 

Regulation 11 of the Access Regulations. 

 

6.2 Without prejudice to the generality of section 6.1, eircom shall apply equivalent 

conditions in equivalent circumstances to other authorised undertakings providing 

equivalent services and shall provide services and information to others under the 

same conditions and of the same quality as eircom provides for its own services or 

those of its subsidiaries or partners. 

 

BT considers that eircom is not applying equivalent conditions in 
equivalent circumstances as eircom use the same copper access 

facility for themselves as for other operators as observed by 
customers being able change from eircom to an OAO and visa 

versa. However the charges and service features available for 
downstream eircom services such as bitstream suggests eircom 

are receiving both different facilities and access charges.   
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BT considers that as the physical access facility is the same for 

both eircom and the OAOs, eircom must offer to the industry 
exactly the same service as its offers itself. BT has itself proven 

through its OpenReach provider that this is possible and so does 
not accept eiroms arguments that its not. As companies cannot 

offer contracts to themselves eircom must publish an Internal 
Reference Offer (IRO) (which is not a contract) which should be 

the same as the ARO offered to other providers. Eircom must then 
use the same inputs, terms, conditions, slas, and prices as the 

rest of industry. BT is confident this will lead to a significant 
improvement in service quality through the internal incentives it 

will drive within eircom. See Annex B for suggested changes to 
the Draft Decision 

 
 

Q. 20. Respondents are requested to provide views (if any) 
which ComReg should consider in completing its 

Regulatory Impact Assessment. 
 

BT Response 20 
 

BT would like to make the following comments. 
 

 Model – BT is disappointed that it was not afforded the same 
opportunity to have studied the costing model as was provided to 

eircom. BT has a considerable amount of expertise in LLU within its 
organisation and could have offered constructive comments based 

on experience of providing over 5 million LLU lines in other 
jurisdictions including the UK and Italy. BT is of the view going 

forward that any such future models should either be provided to 
no operator or to all interested parties. 

 Option 3 – BT agrees with ComReg that option 3 provides the 
greatest net benefit and should be applied. 

 Maintenance Charge and LLU Line Rental. BT remains of the view 
that work is required to normalise the maintenance arrangement 

and believes that Maintenance should be covered in the model.  
 BT is therefore of the view that the proposed monthly rental price 

of 12.12 Euro is still over-recovering eiroms costs and the price 
should be closer to 9.95 Euros per monthly including line 

maintenance. 
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Annex A  The high price of LLU in Ireland (3 Year price 
Comparison) 

 

2

Wholesale price comparisons - LLU

Fully unbundled loops Shared loops

exchange rates at 24 March 2009
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Annex B Suggested changes to the Draft Decision 

 

6 Draft Decision 
1 STATUTORY AND LEGAL POWERS 
1.1 This Direction is made by ComReg, pursuant to the following: 

i. Section 10 of the Act of 2002; 

ii. Regulation 10 (5) of the Access Regulations; 

iii. Regulation 14 (4) of the Access Regulations; 

iv. Regulation 15 (2) of the Access Regulations; 

v. Regulation 17 of the Access Regulations; and 

vi. The SMP Decision, in particular, but not limited to, sections 3, 9 and 13 

thereof. 

1.2 This Direction is also made by ComReg having regard to and having taken in to 

account the following: 
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i. Section 12 of the Act of 2002; 

ii. Regulation 14 of the Access Regulations; 

iii. The Policy Directions made by the Minister for Communications, Marine 

and Natural Resources on 21 February, 2003 and 26 March 2004; 

iv. The submissions received in relation to ComReg Document No.08/56, 

ComReg Document No.09/39 and ComReg Document No. [●] ; 

v. The analysis and reasoning set out in ComReg Document No. 08/56, 

ComReg Document No. 09/39 and ComReg Document No. [●] which shall, 

where necessary, be construed together with this Direction; and 

vi. The Model, which shall, where necessary, be construed together with this 

Direction. 

 

2 DEFINITIONS 
2.1 In this Direction: 

“Access Regulations” means the European Communities (Electronic 

Communications 

Networks and Services) (Access) Regulations 2003, as amended by the European 

Communities (Electronic Communications Networks and Services) (Access) 

(Amendment) 

Regulations 2007 and as at any time subsequently amended; 
Response to Consultation Document No. 08/56 & Further Consultation 

on LLU 

& SLU Monthly Rental Charges 

76 ComReg 09/39 

“Act of 2002” means the Communications Regulation Act, 2002 as amended by 

the 

Communications Regulation (Amendment) Act, 2007 and as at any time 

subsequently 

amended; 

“ARO” means the most up to date version of the Access Reference Offer published 

by 

Eircom; 

“IRO” means the most up to date version of the Internal Reference Offer 

published by eircom of services it offers to is own organisation. 

“ComReg” means the Commission for Communications Regulation, as established 

under 

section 6 of the Act of 2002; 

“ComReg Decision No. D15/04” means ComReg Decision No. D15/04 entitled 

“Decision 

Notice and Direction – Local Loop Unbundling: Review of Eircom’s ULMP 

Monthly 

Rental Charge”, dated 5 November 2004 (Document No. 04/110); 

“ComReg Document No. 08/56” means ComReg Document No. 08/56 entitled 

“Consultation - Proposals for Local Loop Unbundling Pricing Methodologies”, 

dated 10 

July 2008; 
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“ComReg Document No. [●]” means [●]; 

“Eircom” means Eircom Limited and its successors and assigns; 

“LLU” means local loop unbundling; 

“Model” means the costing model, developed by ComReg (in consultation with 

Eircom) 

for the purpose of deriving the price of LLU and SLU, which has all necessary 

legal effect, 

including but not limited to the purpose of determining cost orientation and 

Eircom‟s 

compliance with its obligation of cost orientation under section 9 of the SMP 

Decision; 

“OAO” means other authorised operator; 

“EIDP” eircom intenal downstream provider 

“SLU” means sub-loop unbundling; and 

“SMP Decision” means ComReg Decision No. D8/04, entitled “Designation of 

SMP and 

SMP Obligations - Market Analysis: Wholesale unbundled access (including 

shared 

access) to metallic loops and sub-loops”, dated 15 June 2004 (Document No: 

04/70). 

 
3 SCOPE AND APPLICATION 
3.1 This Direction applies to Eircom. 

3.2 This Direction is binding upon Eircom and Eircom shall comply with it in all 

respects. 

 
4 REVISED LLU AND SLU PRICES 
4.1 Eircom is hereby directed to charge no more than the following prices for LLU 

and SLU, as derived from the Model: 

i. LLU – € [●] per line per month; and 

ii. SLU – € [●] per line per month. 

4.2 Section 4.1 shall apply to all relevant invoices issued by Eircom to OAOs in 

respect of LLU or SLU, 30 days after the effective date and to all relevant invoices 

issued by Eircom to OAOs in respect of LLU or SLU at any time thereafter. 

 
5 PUBLICATION OF PRICES IN THE ARO and IRO 
5.1 The prices referred to in section 4.1 shall be in substitution for the prices for 

LLU 

and SLU, as currently published in the Access Reference Offer (“ARO”). New 

prices shall be published in the eircom IRO. 

5.2 Eircom shall publish the revised prices for LLU and SLU referred to in section 

4.1, in its ARO and IRO and on its wholesale website, 30 days after the effective 

date. 

 
6 REVOCATION OF COMREG DECISION NO. D15/04 
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6.1 Subject to section 6.2, ComReg Decision No. D15/04 is hereby revoked, 30 

days 

after the effective date. 

6.2 Section 6.1 shall not come in to operation if this Direction is appealed, or 

otherwise the subject of legal proceedings and if a stay or suspension in respect of 

this 

Direction (or a section or provision or portion of this Direction) has been ordered 

by a Court, or if this Direction (or a section or provision or portion of this 

Direction) is quashed or found unlawful or invalid by a Court, or remitted by a 

Court to ComReg. 

 
7 SEVERANCE AND MAINTENACE OF PROVISIONS 
7.1 If any section or provision or portion of this Direction is found by a Court to be 

invalid or prohibited by the Constitution, or otherwise judged by a Court to be 

unlawful, void or unenforceable, that section, provision or portion of this Direction 

shall, to the extent required, be severed from this Direction and rendered ineffective 

as far as possible without modifying the remaining section(s), provision(s) or 

portion(s) of this Direction, and shall not in any way affect the validity or 

enforcement of this Direction. 

 
8 STATUTORY POWERS NOT AFFECTED 
8.1 For the avoidance of doubt, nothing in this Direction shall operate to limit 

ComReg in the exercise and performance of its statutory powers or duties under 

any primary or secondary legislation (in force on or prior to or after the effective 

date of this Direction) from time to time as the occasion requires. 

8.2 Without prejudice to section 8.1, ComReg may, at its sole discretion, review 

and if it considers necessary, amend, continue in force, replace, or revoke this 

Direction 

or the Model (or both) whether in whole or in part, in particular, if exceptional 

circumstances arise. Exceptional circumstances may include, but are not limited to 

the following: significant changes in underlying costs or price trends or significant 

changes in working line volumes. 

 
9 EFFECTIVE DATE 
9.1 This Direction shall be effective from the date of its publication and shall 

remain in force until further notice by ComReg. 
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5 Magnet Networks Ltd. 
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Introduction 

 

Overall, Magnet Networks welcomes the proposed price reduction but is 

disappointed at the extent of the reduction and also the overall price review findings 

on which it is based.  

 

Price Proposal 

Magnet welcomes the proposed move towards reflecting the reality that not all lines 

will be unbundled and therefore cost recovery should only be based on those lines 

most likely to be unbundled. 

 

Magnet is however disappointed that the proposed pricing, even with restricted 

costs recovery is still high. Magnet was expecting a price reduction to around €10 

per line based on European averages and more importantly based on countries with 

equivalent demographics to Ireland. Even with the proposed price reduction Ireland 

would remain as the 4
th

 most expensive in Europe.  

 

Magnet would propose that a further reduction in the number of exchanges 

reasonably likely to be unbundled would bring the pricing closer to the European 

norms and stimulate greater competition through encouraging further unbundling. 

 

Model 

Magnet Networks is truly amazed that after such extensive research and modelling 

with inputs from external consultants and industry that the costs of building an 

efficient network from the bottom up resulted in a price which differed by only 9 

cent from pricing which has been based historically on cost inputs from eircom.  

Since the publication of the proposal eircom has finalized details of a significant 

costs reduction plan with more to follow also of note are deflation figures for 

Ireland have been confirmed at approx 3.5% for 2009 YTD.  We feel that this can 

further feed in to a price reduction. 

 

We believe the long:short line weighting ratio is disproportionate and needs to be 

adjusted. 

 

We believe a more aggressive and practical approach is required to drive 

investment in LLU and attract new investment. 

 

Consultation Questions 

Q. 1. Do you agree that the period from 2000 to 2012 is a reasonable length of 

time to evaluate the price trend data for the copper access network assets? Please 

state the reasons for your response.  

 

Magnet Networks agree a 12 year period is a reasonable length of time to evaluate 

the price trend of copper in light of the copper access network asset. However, the 
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period chosen is one of the highest CPI‟ed period in the history of the state. Thus, 

Magnet Networks suggest that a longer and more historic look at copper price 

trends should take place taking into account the rate of inflation in the last ten 

years. 

 

Magnet Networks do not believe that the weighting at section 4.48 goes far enough 

to reflect current realities. The ESRI has indicated unemployment rates of up to 

16.8%1 by the end of 2010 causing a dramatic lowering of labour rates and 

associated benefits. Indeed many are predicting a period of up to ten years or more 

to see employment levels return to 2007 levels and longer for standards and rates of 

pay. 

 

Magnet Networks also notes that CPI for 2009 is likely to be negative to the tune of 

3.5% given recent announcements on CPI. “Services” for the period were running 

at negative 3.2%. 

 

In this regard, and to reflect reality, we believe that the 2008-2012 period should 

have a factor weighting of an additional 50%. As BU-LRAIC models are forward 

looking (not regressive) this also matches the time frame to the model. 

 

Fig 1 – CPI& HICP –CSO 

 

 
 

Q. 2. Do you agree that the basis used for forecasting price trends for copper and 

the other local loop assets (i.e. poles, trenches, chambers, MDFs, street cabinets, 

etc) appears reasonable? Please state the reasons for your response.  

 

Magnet Networks agrees with ComReg‟s methodology but does not believe that the 

assumptions used in copper pricing are correct. 

 

As industrial output falls, commodity pricing reacts accordingly. Metals such as 

copper and Zinc are sensitive to economic activity and as can be seen in copper 

                                                 
1
 http://www.esri.ie/publications/latest_publications/view/index.xml?id=2738  

http://www.esri.ie/publications/latest_publications/view/index.xml?id=2738
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mines (Rio Tinto et al) in copper producing countries, demand is falling while there 

is a growing over supply. In the commodity market, this causes prices to drop. 

 

The gains shown in recent months are short lived and fuelled mainly by restocking 

in China, which is a finite exercise. In recent weeks, fluctuations are now again 

being experienced and reflected in the LME. 

Analysts say copper faced weakness in coming months as supportive buying from China 

tails off and ahead of a seasonally quiet market period. 

"The buying spree that China went on in the first half of the year is going to be very 

difficult to sustain because it was largely fuelled by restocking, which is a finite process," 

said Gayle Berry, metals analyst at Barclays Capital in London (May 2009) 

"As a result we're going to see imports fall back over the next few months which, 

together with a seasonally weaker period for northern hemisphere demand, and continued 

concerns on the macro front, means it's going to be a tough couple of months for metal 

prices."2 

Over the past 3 years copper prices dropped dramatically from an output peak in 

2006 & 2007 to levels seen in 2005. The 3 year pricing trend is declining for each 

year in question. 

 

Fig 2 – Copper pricing trends – 1, 2 & 3 year view- infomine3 

 

       1 year trend          2 year trend 

 
 

3 year trend 

                                                 
2
 http://www.businessworld.ie/livenews.htm?a=2421879  

3
 http://www.infomine.com/Investment/HistoricalCharts/ShowCharts.asp?c=copper  

http://www.businessworld.ie/livenews.htm?a=2421879
http://www.infomine.com/Investment/HistoricalCharts/ShowCharts.asp?c=copper
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On May 20, 2009, the International Copper Study Group's (ICSG4) preliminary data 

showed that world copper production outpaced refined usage by 86,000 tons in the 

first two months of 2009, compared to a production deficit of 61,000 tons the 

previous year.  

 

So far in 2009, world refined production is up slightly while refined usage is down 

4%. In 2008, world refined production exceeded consumption by 234,000 tons.  

On April 21, 2009, the ICSG predicted that copper will show a world 

production surplus of 345,000 tons in 2009 and 418,000 tons in 2010. 

 

This over production, coupled with existing drops in prices will keep copper prices 

steady or declining for several years to come with an upward sustainable recovery 

only expected5 approaching 2013, i.e. the period of the next review but not this one. 

 

Equally we believe that the inflation seen in the costs of civil works for trenches, 

chambers and digs has returned to that seen in prior to the construction boom years 

and is now downward.  

 

We would also bring ComReg‟s attention to recent reductions in energy pricing and 

the likelihood of the CER further reducing energy prices later in 2009 and 2010.6 

 

Magnet Networks acknowledges ComReg‟s hard work and time that has gone into 

this consultation, however, it should be noted that the economy is in free fall with 

                                                 
4
 

http://www.icsg.org/index.php?option=com_docman&task=cat_view&gid=13&Itemi

d=61  

5
 http://www.theaustralian.news.com.au/business/story/0,28124,25540822-

36418,00.html  

6
 http://www.cer.ie/en/information-centre-newsletters.aspx  

http://www.icsg.org/index.php?option=com_docman&task=cat_view&gid=13&Itemid=61
http://www.icsg.org/index.php?option=com_docman&task=cat_view&gid=13&Itemid=61
http://www.theaustralian.news.com.au/business/story/0,28124,25540822-36418,00.html
http://www.theaustralian.news.com.au/business/story/0,28124,25540822-36418,00.html
http://www.cer.ie/en/information-centre-newsletters.aspx
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labour costs, energy costs, contractor costs thus, this should all feed into a lower 

future pricing of LLU. It should also be noted that this consultation is long overdue. 

 

Q. 3. Do you agree that it is reasonable to consider that contractor costs will 

reduce over the proposed three year price control period? Please state the 

percentage (%) which you expect labour costs to reduce over this period.  

 

Magnet Networks agree that contractor‟s costs will decrease over the next 3 year 

period by approximately 50% due to lower volumes of work and therefore more 

competitive tendering, and also reductions in input costs including labour and 

materials. 

 

Q. 4. Do you believe that the volumes of working lines will increase, decrease or 

remain static over the proposed price control period? Please state in percentage 

(%) terms your views on the likely movements with detailed calculations, if 

necessary.  

 

Magnet Networks believes the number of working lines will essentially static due 

to low build forecasts, move to cable providers and an overall household policy of 

saving money precipitating a move to mobile above fixed lines. 

 

Q. 5. Do you agree with ComReg’s preliminary view that working capital should 

not be included in the BU-LRAIC cost model used to determine the LLU monthly 

rental charge? Please state the reasons for your response.  

 

Magnet agrees that due to the difficulty of obtaining a true value of working capital 

thus including it would be a misrepresentation of the LLU price. 

 

Q. 6. Do you agree that it is reasonable to consider that labour costs will reduce 

over the proposed three year price control period? Please state the percentage (%) 

which you expect labour costs to reduce over this period.  

 

Yes we believe roughly one third due to downward pressure on labour hire costs 

arising from high unemployment especially in the construction market.  Currently, 

businesses have requested employees to take a 10% -20% reduction in current 

salary and if hiring are offering significantly less to future employees. 

 

Q. 7. Do you agree that the LFI of the current Eircom network is not an 

appropriate basis on which to set the operating costs of a BU-LRAIC model in 

determining the LLU and SLU monthly rental charge? Please state the reasons 

for your response.  

Magnet agree with ComReg as the LFI in most cases relates to a legacy network 

built many years ago and therefore it is not appropriate to have it included.  
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Q. 8. Do you agree that the LFI of an efficient BU-LRAIC model, used to 

determine the LLU and SLU monthly rental charge, should be based on an LFI 

not exceeding 8%? Please state the reasons for your response.  

 

Magnet Networks agrees with the methodology but view this final capped number 

as far too high. 

The World Bank in it‟s guidance on “QUANTITATIVE INDICATORS FOR 

QUALITY OF SERVICE” states 

“7.2 The number of faults per main line per year defines the frequency of 

breakdown of the telephone lines. For a well constructed and well maintained 

network, the average number of faults per main line per year should be 0.2 or 

less; that is the telephone line should not be out of order more than once in five 

years. Because the figure is normally small in industrialized countries, this 

indicator is often expressed in faults per 100 main lines. The actual situation in 

developing countries is much worse, with the average number of faults in some 

countries exceeding three faults per main line per year.
7
 

 

Currently the World Bank in 2006 has assessed that line faults in Ireland were 3.2 

per 100 lines8 thus allowing the incumbent a higher line fault permissible threshold 

is not acceptable.  An acceptable LFI for moving forward would be 1%. Ireland 

needs to return to a situation where faults are not tolerated and where the network 

has excellent preventative and reactive maintenance performed. While USO 

penalties will go some way to addressing this we need to strive to a “zero fault” rate 

as best in class. While “zero faults” is not realistic in practical terms it needs to be a 

goal. 

 

A high LFI will lead to dissatisfied consumers. This is not a positive outcome. 

 

Also as LLU is most likely to occur in urban areas, the LFI should tend to the lower 

end of the scale. 

 

Q. 9. Do you agree with the overall preliminary approach taken by ComReg 

above in relation to the basis used in determining the capital costs and operating 

costs used in the BU-LRAIC model for determining the monthly rental charges of 

LLU and SLU services in Ireland? Please state the reasons for your response. 

Magnet Networks agree with the principles outlined but as no figures or %s were 

provided it is impossible for us to make a meaningful assessment. 

 

In general we note the level of prior exposure of costs models, principles etc that 

was afforded to eircom (or so it appears) in arriving at many of the conclusions 

                                                 
7
 http://www.worldbank.org/html/opr/pmi/telecom/teleco01.html  

8
 http://devdata.worldbank.org/ict/irl_ict.pdf  

http://www.worldbank.org/html/opr/pmi/telecom/teleco01.html
http://devdata.worldbank.org/ict/irl_ict.pdf
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outlined. While we fully understand and accept that there is a level of practical 

work that needs to be done, OAOs have had no exposure what so ever to maps, GIS 

information, models etc quoted by ComReg. While we are not critical of this it is 

noteworthy, especially when the output from the model in terms of proposed line 

rental with full recovery was only 9cent different to outputs based on the historical  

eircom provided model 

 

Q. 10. Do you agree that the fault clearance charge should remain a separate 

charge from the LLU monthly rental charge? Please state the reasons for your 

response.  

 

In the bistream market line faults are not a separate charge to the wholesale 

bitstream price thus, Magnet Networks suggest that line faults should not be a 

separate charge to the wholesale LLU price. A separate fault charge leads to an 

over recovery of costs as maintenance and engineers staff if they are also included 

in the cost of the network. Magnet does not have access to the model to verify 

Magnet Networks believe having a fault inclusive LLU monthly rental charge 

would ensure that lines are maintained to a high quality and prevent the over 

recovery of costs. 

 

Q. 11. Do you agree that exchanges with working lines in excess of 1,600 is a 

reasonable cut-off for those exchanges that are unlikely to be economically 

viable for OAOs to unbundle in the timeframe of the proposed price control 

period? Please state the reasons for your response.  

 

Magnet Networks agrees with the methodology but we believe this selected figure 

to be too low for this period of the review. A number close to 5,000+ lines for the 

initial period of the control would be far more reflective of what is likely to happen 

in the period. As LLU progresses and exchanges are unbundled a more graduated 

control (Glide path) can be applied but it is essential to kick start investment now 

and keep costs high at this point is unwise and will not have the desired impact. 

OfCom have introduced glide path pricing for LLU pricing.9 

 

Based the number of lines per exchange Magnet has determined that extending the 

number of exchanges to those with 1500 lines from those with 5000 lines has the 

following impact: 

 

 Total number of lines increases from approximately 947,000 to 1,332,000 – a 

41% increase 

 Total number of exchanges increases from 96 to 239 – a 141% increase. 

 

                                                 
9
 

http://www.ofcom.org.uk/consult/condocs/openreachframework/statement/stateme

nt.pdf  

http://www.ofcom.org.uk/consult/condocs/openreachframework/statement/statement.pdf
http://www.ofcom.org.uk/consult/condocs/openreachframework/statement/statement.pdf
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Assuming that the number of exchanges has a larger impact on the cost inputs, the 

inclusion of exchanges up to 1500 has a disproportionate impact on costs relative to 

the number of lines. 

While there is always a question in relation to urban and regional divide – including 

more regional MDFs is simply artificially keep the line price high for all lines. This 

will reduce the likelihood of investment taking place and will not attract new 

entrants to the market. In this situation no one wins, urban or rural. Magnet suggest 

that a  larger minimum point is selected (5000 lines) for the period of this review or 

that a glide path approach is adopted to match real uptake to costs of provision. 

Investment and competition must be encouraged at all costs as this ultimately 

drives consumer benefit. 

 

An alternative method would be to provide a glide path for each year of the control 

based on the number of smaller and larger exchanges actually unbundled in that 

period as opposed to front loading costs at this point even though it is highly 

unlikely that unbundling of small MDFs will take place at all in the initial period of 

the control. This can be expressed as a planning ratio or as a hard number. 

 

 

 

Q. 12. Do you agree that it is unlikely that an OAO would unbundled a line 

unless it was able to provide broadband services over that line; and do you agree 

that 5km represents the maximum line-length that may be used for those 

services? Please state the reasons for your response.  

 

An OAO would not unbundle a line with only PSTN on it.  However, overall we 

are in agreement with the 5km maximum length.   

 

Q. 13. Do you agree that ComReg’s proposal is conservative in that it includes an 

element of the costs associated with lines in excess of 5km?  

 

Yes Comreg‟s proposal is extremely conservative but Magnet don‟t understand 

why ComReg still insist on including costs for lines greater than 5km as that is 

rewarding an inefficient operator and penalising the customer. A more aggressive 

approach is required and now is not the time to be overly conservative – LLU has 

failed in Ireland for ten years, extending this is neither wise nor desirable for 

consumers or industry. 

 

We again come back to the point that as a nation we need to urgently attract 

investment and new entrants into the Irish market and attract renewed take up of 

PSTN based services. 
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Q. 14. Do you agree with ComReg’s proposed weightings, as set out above, used 

in relation to the cost associated with long lines and small exchanges? Please 

state the reasons for your response.  

 

Magnet Networks supports the logic and methodology but we do not support the 

proposed weighting ratio. While Magnet believes the weighting may become 

relevant in the future, we feel the initial period of review is not the time to 

implement this to the full extent. 

 

While we do not disagree with the logic and similarities with France, we would like 

to remind ComReg of the position of LLU in Ireland today. 

 

 Ireland are many years behind France, we need an incentive to rapidly drive LLU. 

 There are 57 unbundled exchanges in Ireland despite LLU being available for 

many years 

 The current economic conditions will state that LLU, rightly or wrongly, will only 

happen in urban areas/larger exchanges for the immediate term 

 Line price will drive LLU and attract new market entrants 

 LLU has failed in Ireland for ten years and rapid remedial action is required to 

drive demand and gain traction on the ladder of investment towards NGN 

 

It is very important to remember that regardless of the “rights or wrongs” of the 

rural and urban divide it is true to say that if the LLU price is not at a level to attract 

new investment at all then neither demographics will benefit. You already 

acknowledged this in later comments on SLU. 

 

As with exchange sizes, we believe that the most important thing now is to gain 

investment in LLU.  At the point of the next pricing review (3 years) ComReg 

should then look to include the proposed weightings if LLU has been deployed in 

urban areas, as would be expected and expansion to smaller MDFs is then more 

likely. Again, we suggest the approach of a glide path. 

 

We are however mindful of exchanges in rural areas and the need for some degree 

of recognition that it is possible, at least in theory, that some very limited rural 

exchanges may be unbundled as a result of grant aiding etc. We also acknowledge 

that some longer lines do exist within urban exchanges. With this in mind we would 

recommend a 99:1 ratio to be used at maximum for the period of this review. 

 

This answer should also be read in conjunction with the answer on exchange sizes 

and perhaps again a glide path based on actual rollout would be more appropriate. 

 

Q. 15. Do you agree that the charge at option 4 is the most appropriate charge for 

setting the LLU monthly rental charge going forward? Please state reasons for 

your response.  
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Of the options that ComReg have published in this consultation, option 4 is the 

lowest price and thus, the most appropriate option but not the most appropriate 

charge.  This option along with all the other options laid out in the consultation fail 

and will continue to fail to encourage investment in LLU in Ireland.  As the largest 

LLU provider in Ireland we will not unbundle any more exchanges at the proposed 

price as it is still an unattractive investment.  We encourage ComReg to seek a deal 

similar to the Ofcom/BT agreement of 2005 relation to LLU and non movement on 

bitstream prices.  There is already a squeeze on the low end LLU products i.e. 1mb 

and 3mb by bitstream and this is moving further up the speed ladder to LLU‟s 

detriment. 

 

Magnet overall agree with the mechanism and logic but disagree with the 

calculated price due to:- 

 The weighting factor 

 The exchange size and exclusions 

 

Magnet also reiterates earlier comments that we were surprised that an independent 

rebuilding of an efficient network from the bottom up resulted in similar costs and 

figures to that of the incumbent.   

 

If the 99:1 weighting is adopted, the smaller exchanges are excluded, eircom‟s 

revised cost base is taken into account, the likelihood of reduced labour and 

contractor rates, deflation & copper pricing trends are followed, Magnet would 

hope a sub €7 rentalcharge would be achieved. 

 

 

Q. 16. Do you agree that the charge at option 2 results in the most appropriate 

charge for setting the SLU monthly rental charge going forward? Please state the 

reasons for your response.  

 

Agree. 

 

Q. 17. Do you believe that given the current economic circumstances that a 

proposed price control period of three years with a review in year 2 is the most 

prudent option? Please state the reasons for your response.  

 

Agree. 

 

Q. 18. Do you believe that the draft direction is clear, precise, and intelligible from 

a legal, technical and drafting perspective? Please state the reasons for your 

response. 

 

Agree. 

 

Q. 19. Respondents are invited to comment on the draft direction from a legal, 
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technical and drafting perspective as set out above.  

 

Agree. 

 

Q. 20. Respondents are requested to provide views (if any) which ComReg should 

consider in completing its Regulatory Impact Assessment. 

 

Agree. 

 

Conclusion. 

 

Magnet welcome the consultation, however, as we have not seen the inputs bar at a 

generic high level thus we do not have a full understanding how the options were 

reached.  Again, we are concerned about the similarities between eircoms costs and 

those that an „independent‟ assessment arrived at. 

 

Magnet also notes that the consultation on “ComReg 08/106 - Rental Price for 

shared access to the local loop” is still ongoing and no decision has been made, 

despite the consultation closing in February 2009.  This decision is important to 

ensure the continued interest in LLU and to encourage competition.  Also “ 

ComReg 08/105 – Intra Migrations Premiums – Consultation and Draft Decision” 

decision is outstanding.  

 

Magnet Networks cannot emphasise enough the importance of regulatory and 

pricing clarity to its ongoing business case. At this time Magnet has not built any 

price reductions into its forecasts in view of the slow rate of progress, and likely 

disappointment with the outcome. The consequences of this lack of regulatory and 

pricing clarity are significant in an environment where all investment cases must 

compete more than ever for approval. At this time Magnet considers the UK market 

and specifically Northern Ireland as a more attractive market for investment in 

LLU. 

 

Magnet Networks are always happy to assist ComReg in any queries or requests 

they may have. 
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12 June 2009 
 
 
Ms Caroline Jordan 
Wholesale Division 
Commission for Communications Regulation 
Irish Life Centre 
Lower Abbey St. 
Dublin 1 
 
 
Dear Caroline, 
 
 
Further Consultation on Local Loop Unbundling – Monthly Rental Charges 
09/39 
 
 
ALTO broadly supports the work of ComReg in further consulting on monthly rental 
charges in respect of Local Loop Unbundling, - LLU, in Ireland. 
 
Our members will be making bilateral submissions to ComReg where they provide 
LLU services or have direct interests in the future development of the market. 
 
We remark that current, and future indicative cost/prices for LLU could be lower than 
where the market is today and where it may end up post the 09/39 review. 
 
Continued focus and impetus from ComReg is still required, as well as specific 
regulatory reform of repair, provision of service, backhaul and pricing in the LLU 
market. 
 
We trust that the above will be helpful to your deliberations. 
 
 
Yours Sincerely 
 
 
 
____________ 
Ronan Lupton,  
ALTO – Alternative Telecom Operators 
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