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1 Introduction

1.1 This Consultation presents ComReg’'s preliminary views on its analysis of the
wholesale market(s) for:

e the provision of fixed voice call origination on individual public telephone
networks provided at a fixed location (‘FVCQ’); and

e the provision of call transit services (‘Transit’).

1.2 These are wholesale components that are used by service providers in the supply
of retail access (being line rental) and retail calls services to customers.

1.3 Consistent with ComReg’s regulatory role to review certain electronic
communications markets, the objective of this review is to examine the extent of
competition within the above wholesale markets (together referred to as the
‘Relevant Markets’). In circumstances where such markets are not found to be
effectively competitive due to a Fixed Service Provider (‘FSPY) having Significant
Market Power (‘SMP’), the imposition of appropriate regulatory obligations on that
FSP might be necessary in order to address identified competition problems that
could arise in the Relevant Markets or related markets, absent regulatory
intervention. Similarly, if competition is found to exist within either of the Relevant
Markets, then regulatory intervention would not be warranted.

1.4  This introductory section of the Consultation describes the following:

e an overview of FVCO and Transit (discussed in paragraphs 1.6 to 1.13
below);

e the legal basis and the regulatory framework under which this Consultation is
being undertaken (discussed in paragraphs 1.14 to 1.33 below);

e background to the previous reviews of the Relevant Markets and why the
current review is being undertaken (discussed in paragraphs 1.34 to 1.39
below);

e an outline of the information sources relied upon for the analysis set out in the
Consultation (discussed in paragraphs 1.40 to 1.46 below);

e the procedure for the Consultation process including timeframes within which
respondents should submit their views, and ComReg’s liaison with the
Competition Authority (discussed in paragraphs 1.47 to 1.53 below); and

e an overview of the structure of the Consultation document (discussed in
paragraph 1.54 below).

! Fixed (voice) Service Providers (‘FSPs’) offer retail customers the ability to make and receive calls at a
fixed location. Note that the reference to ‘fixed’ does not necessarily imply that the underlying or
supporting network is necessarily a wired network.
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Section 2 of the Consultation contains an executive summary of the overall
preliminary conclusions in this Consultation. A glossary of terms used frequently
throughout this Consultation is has also set out after the table of contents at the
front of this Consultation.

What are FVCO and Transit?

1.6

1.7

1.8

1.9

FVCO is a wholesale service that involves the supply of the switching, routing,
and conveyance of a voice call up to a designated point of handover on a
network, which is typically located at a switching point in a telephone exchange.
FVCO services are often supplied with an access path (referred to as ‘Fixed
Access’ or ‘FA’) over which FVCO is supplied. Together these FVCO and FA
services are referred to in this Consultation as Fixed Access and Call Origination
(‘FACOQO’). To date, Eircom has been the sole wholesale supplier of FACO through
its Single Billing-Wholesale Line Rental (‘SB-WLR’) product.

Transit is a wholesale service provided to FSPs and Mobile Service Providers
(‘MSPs’) (together referred to as ‘Service Providers’) that involves the switching,
routing and conveyance of calls between the point of handover of the FVCO
stage of a call, up to, but not including the termination® stage of a call. The
termination stage is typically from the nearest switching point to the called party
onwards. There are currently several Service Providers providing Transit in
Ireland, including Eircom.

Together, the purchase of the FACO and Transit (and Termination) enables FSPs
to offer retail line rental and telephone calls to end-users®. FACO and Transit
inputs, in particular, allow an FSP to provide such services to customers that
could not otherwise be capable of being served through the use of their own
network. Transit services also offer a means for FSPs or MSPs to increase the
connectivity within their own network, or indeed connectivity between two or more
networks to facilitate the conveyance of call traffic between them in the
circumstances where they are not directly interconnected.

For example, an FSP may wish to provide retail access (line rental) and calls to a
customer’s premises but may not have a direct access connection to the
customer’s premises over which calls could be provided. That FSP can then, at
the wholesale level, purchase FACO which it, in turn, uses in providing its retail
line rental and calls service. That FSP may also need to purchase Transit, which
might, for example, involve the further conveyance /routing of the call from the
Point of Interconnect (‘POI') at which FVCO is handed over, up to the point at
which the call is handed over for termination on the receiving party’s network
service provider (or indeed, for further transit).

% The termination of a voice call to a mobile subscriber involves the supply by an MSP of a wholesale
service known as Mobile Voice Call Termination (‘MVCT’). The termination of a call to a fixed telephony
subscriber involves the supply of Fixed Voice Call Termination (‘FVCT’). To date, ComReg has found that
all services Service Providers providing MVCT and FVCT (together referred to as ‘Termination’)
individually have SMP.

® Residential and business retail customers.
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1.10 The relationship between these wholesale inputs (and regulation) and the manner
in which they are used in supplying Retail Fixed Voice Access (‘RFVA’)* and
Retail Fixed Voice Calls (‘RFVC’), together referred to as Retail Fixed Telephony
Services (‘RFTS’) is illustrated in Figure 1 below:

Figure 1. Wholesale Inputs to a RFTS

Retail Foced Line Rental and Calls (RFTS)

FYCO (and WIR) [ Transit FYCT & MYCT
Market 2 in 2007 Form er Market 10 in Markets 3 and 7 in
Recommendation 2003 2007
Recomm endation Recommendation

Path of an outhound call from a fixed line phone

-Regulated- -Regulated- -Regulated-
Eircom designated Eircom designated Multiple F5Ps and MSPs
with SMP in 2007 with SMP in 2007 designated with SMP in
Decision ] Decision 2007 & 2012 Decisions

1.11 As noted above, FVCO (and Transit) are often purchased alongside FA or
Wholesale Line Rental (‘WLR’), which enables a FSP to ‘rent’ the access line and
then, combined with FVCO, to offer a combined retail line rental and calls service
to end-users. Eircom provides a WLR and FVCO product called SB-WLR. Some
FSPs purchase SB-WLR services from Eircom to provide RFTS directly to retail
customers, while other FSPs do so for the purpose of re-selling services as part
of a broader suite of their own wholesale services which are made available to
other FSPs.

1.12 Other FSPs choose not to purchase the combined SB-WLR products and instead
purchase Carrier Pre Select (‘CPS’)° being a standalone FVCO service which
enables the FSP to provide an end-user with a calls only service, with the end-
user continuing to purchase its line rental service separately from Eircom.

1.13 The FSP using an SB-WLR service will, at the wholesale level, pay Eircom a fixed
monthly wholesale line rental charge, along with a FVCO charge and a Transit
charge (if Transit is required) on a per call and/or per minute basis. An FSP using
CPS will pay Eircom the aforementioned FVCO charge only.

* RFVA would be more commonly known as line rental.

® CPS is an FVCO service that does not include wholesale line rental. CPS is a wholesale service used to
provide fixed calls when the end-user purchases retail line rental separately from a third party, most often
the incumbent.
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Legal Basis and Regulatory Framework

1.14 This market review is being undertaken by ComReg in accordance with the
obligation under the Framework Directive® (transposed into Irish law as the
Framework Regulations’) that NRAs should analyse the relevant markets(s)
taking utmost account of the European Commission’s 2007 Recommendation®
and the SMP Guidelines”®.

1.15 Regulation 26 of the Framework Regulations requires that ComReg, taking the
utmost account of the 2007 Recommendation and of the SMP Guidelines, defines
relevant markets appropriate to national circumstances, in accordance with the
principles of competition law.

1.16 The European Commission refers in the 2007 Recommendation to the FVCO
market as follows:

“Call origination on individual public telephone networks provided at a
fixed location............. call origination is taken to include call
conveyance, delineated in such a way as to be consistent, in a national
context, with the delineated boundaries for the market for call transit and
for call termination on the public telephone network provided at a fixed
location.” *°

1.17 The Transit market is no longer identified in the 2007 Recommendation as being
a market susceptible to ex ante regulation at an EU level but was identified in the
2003 Recommendation®* as follows:

® Article 16 of Directive 2002/21/EC of the European Parliament and of the Council on a common
regulatory framework for electronic communications networks and services, as amended by Directive
2009/140/EC (the ‘Framework Directive’).

" European Communities (Electronic Communications Networks and Services) (Framework) Regulations
2011 (S.1. No. 333 of 2011) (the "Framework Regulations’). The Framework Regulations transpose the
Framework Directive.

8 European Commission Recommendation of 17 December 2007 on relevant product and service markets
within the electronic communications sector susceptible to ex ante regulation in accordance with Directive
2002/21/EC of the European Parliament and of the Council on a common regulatory framework for
electronic communications networks and services OJ L 344 (the ‘2007 Recommendation’).

° European Commission guidelines on market analysis and the assessment of significant market power
under the Community regulatory framework for electronic networks and services, OJ 2002 C 165/3 (the
‘SMP Guidelines’).

19 Market 2 in the annex to the 2007 Recommendation.

! European Commission Recommendation of 11 February 2003 on relevant product and service markets
within the electronic communications sector susceptible to ex ante regulation in accordance with Directive
2002/21/EC of the European Parliament and of the Council on a common regulatory framework for
electronic communications networks and services C(2003) 497 (the ‘2003 Recommendation’).
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“For the purposes of this Recommendation, transit services are taken as
being delineated in such a way as to be consistent with the delineated
boundaries for the markets for call origination and for call termination on
the public telephone network provided at a fixed location.

This market corresponds to the one referred to in Annex [(2) of the
Framework Directive in respect of Directive 97/33/EC (transit services in
the fixed public telephone network).”*?

1.18 As discussed further below, subject to certain conditions being met, the Transit

1.19

1.20

market can nonetheless be subject to ex ante regulation.

Having regard to Regulation 25 of the Framework Regulations, where ComReg
determines, as a result of a market analysis carried out by it in accordance with
Regulation 27 of the Framework Regulations, that a given market identified in
accordance with Regulation 26 of the Framework Regulations is not effectively
competitive, ComReg is obliged under Regulation 27(4) of the Framework
Regulations to designate an undertaking(s) with SMP in that market and impose
on such undertaking(s) such specific obligations as it considers appropriate, or
maintain or amend such obligations where they already exist.

The FVCO market is identified in the 2007 Recommendation as one which is
susceptible to ex ante regulation. However, an FVCO Market which is also
defined to include a FA component, namely a FACO market, is not specifically an
identified market in the 2007 Recommendation; however, ComReg would note
that wholesale FA has been subject to wholesale regulation to date through SMP
remedies imposed under the 2007 Retail Narrowband Access (RNA)
Decision®®. Additionally, a number of other National Regulatory Authorities
(‘NRAs’) throughout the EU with responsibility for regulating electronic
communications markets have also imposed FA remedies/obligations on
undertakings found to have SMP in FVCO markets, while other NRAs have
defined FACO or FA markets and also imposed FA remedies™.

2 Market 10 in the annex to the 2003 Recommendation.

¥ See Retail Fixed Narrowband Access Markets, ComReg Document No. 07/61, August 2007 (the’ 2007
RNA Decision’).

“ For example, NRAs in France, Malta, Netherlands and Spain have imposed WLR obligations in their
FVCO markets (with Netherlands defining a combined FACO market). Other NRAs, such as those in
Denmark, Greece and Italy, have imposed WLR obligations in their RNA markets.
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1.21

1.22

1.23

1.24

In any event, it is ComReg’s view that irrespective of whether or not a FVCO or
FACO market is defined, it does not materially alter the regulatory outcome as,
even in circumstances where a FVCO market is defined (and SMP found to
exist), it can result in the imposition of regulatory obligations to provide FA. In this
context, while ComReg does not consider the regulatory outcome to be materially
affected by the definition of a combined FACO market, noting that it is a different
market to the FVCO market identified within the 2007 Recommendation, ComReg
therefore applies the Three Criteria Test (‘3CT’) to the FACO Markets (and also
the Transit Market)'®. Nonetheless, ComReg considers that the relevant 3CT
would be met with respect to a FACO market, thereby meaning it is susceptible to
ex ante regulation.

As the Transit market is no longer identified as a relevant market in the 2007
Recommendation, ComReg applies the 3CT to this market, with an analysis of
SMP, competition problems and regulatory obligations only being undertaken if
the Transit market satisfies the relevant criteria.

In line with the “Modified Greenfield Approach” set out in the Explanatory Note to
the 2007 Recommendation'®, ComReg’s assessment starts from the assumption
that SMP regulation is not present in the markets under consideration, i.e. no ex
ante regulation in the specific FVCO markets or Transit market under
consideration. However, regulation present in other related markets or through
the general regulatory framework is considered. This is to avoid drawing
conclusions regarding the competitive structure of a particular market which may
be influenced by, or indeed premised on, existing regulation on that market.
Considering how these markets may function absent regulation helps to ensure
that SMP based regulation is only applied (or withdrawn) in those circumstances
where it is truly justified and proportionate.

Subject to ComReg’s SMP assessment, this Consultation will consider whether
an obligation on Eircom to provide WLR should now be imposed in the FVCO
decision rather than 2007 RNA Decision where, as noted earlier, this obligation
currently resides. Moving such obligations into the FVCO market would, insofar
as is possible, seek to address competition problems at the most upstream level
and allow the potential de-regulation of downstream markets, either entirely or in
part. In applying the Modified Greenfield Approach to this assessment, ComReg
will also adopt the assumption that WLR obligations are not already in place in
the FVCO Market.

> The 3CT sets out three criteria which should be cumulatively met in order to determine whether a
market should be subject to ex ante regulation. These are (i) the presence of high and non-transitory
barriers to entry; (i) a market structure which does not tend towards effective competition within the
relevant time horizon; and (iii) the insufficiency of competition law alone to adequately address the market
failure(s) concerned.

16

European Commission Staff Working Document, Explanatory Note accompanying the 2007

Recommendation (the ‘Explanatory Note to the 2007 Recommendation’), (C(2007) 5406), page 13..
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1.25

1.26

1.27

1.28

1.29

Where an operator is ultimately designated as having SMP in a relevant market,
ComReg is obliged, under Regulation 8(1) of the Access Regulations?’, to
impose on such an operator (or maintain where they already exist) such of the
obligations set out in Regulations 9 to 13 of the Access Regulations as it
considers appropriate. Obligations imposed must:

e Dbe based on the nature of the problem identified;

e Dbe proportionate and justified in the light of the objectives laid down in section
12 of the Communications Regulation Acts 2002 to 2011, and
Regulation 16 of the Framework Regulations; and

e Only be imposed following consultation in accordance with Regulations 12
and 13 of the Framework Regulations.

Section 12(1)(a) of the Communications Regulation Acts 2002 to 2011 sets out
ComReg’s objectives in exercising its functions in relation to the provision of
electronic communications networks, electronic communications services and
associated facilities, namely:

e to promote competition;
e to contribute to the development of the internal market; and
e to promote the interests of users within the European Union.

Apart from conducting a public consultation in accordance with Regulation 12 of
the Framework Regulations, ComReg is also obliged to make its draft measures
accessible to the European Commission, BEREC® and the NRAs in other
Member States pursuant to Regulation 13(3) of the Framework Regulations.

Pursuant to Regulation 27(1) of the Framework Regulations, ComReg is required
to carry out an analysis of the Relevant Markets in accordance, where
appropriate, with an agreement with the Competition Authority under section 34
or 47G of the Competition Act 2002.

Overall, in preparing this Consultation, ComReg has taken account of its
functions and objectives under the Communications Regulation Acts 2002 to
2011, in addition to requirements under the Framework Regulations and the
Access Regulations.

ol European Communities (Electronic Communications Networks and Services) (Access) Regulations
2011 (S.I. No. 334 of 2011) (the ‘Access Regulations’). The SMP Guidelines also state at paragraph 17
that “NRAs must impose at least one regulatory obligation on an undertaking that has been designated as
having SMP”.

'® Communications Regulation Act 2002 (No. 20 of 2002), as amended by Communications Regulation
(Amendment) Act 2007 (No. 22 of 2007), Communications Regulation (Premium Rate Services and
Electronic Communications Infrastructure) Act 2010 (No. 2 of 2010) and Communications Regulation
(Postal Services) Act 2011 (No. 21 of 2011) (the ‘Communications Regulation Acts 2002 to 2011’).

' Body of European Regulators for Electronic Communications (‘BEREC’) as established by Regulation
(EC) No 1211/2009 of the European Parliament and of the Council of 25 November 2009 the Body of
European Regulators for Electronic Communications (BEREC) and the Office.

18



1.30

131

1.32

1.33

The analysis undertaken in this Consultation also takes the utmost account of the
following documents:

e the 2007 Recommendation and the Explanatory Note to the 2007
Recommendation on relevant product and service markets susceptible to ex
ante regulation within the electronic communications sector;

e the SMP Guidelines on market analysis and the assessment of significant
market power; and

e the 2005 Accounting Separation and Cost Accounting Recommendation?.
ComReg also takes account of:

e the Notice on Market Definition® for the purposes of community
competition law;

e any relevant common positions adopted by BEREC; and

e any relevant European Commission comments made, pursuant to Article 7
and 7a of the Framework Directive, with respect to NRAS’ market analyses.

ComReg will assess the FVCO and Transit markets in the context of the market
analysis framework and documents explained above.

As noted in paragraph 1.21 the Transit market is no longer listed in the 2007
Recommendation as being susceptible to ex ante regulation, and will therefore be
assessed by ComReg having regard to the 3CT set out in the 2007
Recommendation.

Previous Review

1.34

1.35

ComReg previously analysed the FVCO and Transit markets in the 2007
Decision®* , defined separate national FVCO and Transit markets with Eircom
having been designated as having SMP in each of these markets. ComReg also
imposed obligations upon Eircom which, amongst other things, required it to offer
these FVCO and Transit services to Access Seekers? at regulated prices.

ComReg separately analysed the retail fixed narrowband access market in the
2007 RNA Decision. Eircom was designated with SMP in this market and was
required, amongst other things, to provide WLR to Access Seekers at a regulated
price (this market is referred to throughout this document as the ‘Retail Fixed
Voice Access (‘RFVA’) market (or the ‘RFVA market’).

?® European Commission Recommendation of 19 September 2005 on accounting separation and cost
accounting systems under the regulatory framework for electronic communications (2005/698/EC) (the
‘2005 Accounting Separation and Cost Accounting Recommendation’).

1 Commission notice on the definition of relevant market for the purposes of Community competition law,
(the ‘Notice on Market Definition), Official Journal C 372, 09/12/1997 P. 0005 — 0013.

22 See “Market Analysis - Interconnection Market Review Wholesale Call Origination and Transit Services,
Decision Notice D04/07, ComReg Document No. 07/80”, October 2007 (the ‘2007 Decision’).

8 Access Seekers as referred to throughout this consultation as those undertakings (or other authorised
operators) that purchase, or could potentially purchase, wholesale FACO and/or Transit services.
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1.36

The remedies imposed under those decisions are summarised in Section 9 of this
Consultation.

Current Review

1.37

1.38

1.39

Given the time that has elapsed since the conduct of the previous analyses of the
FVCO and Transit markets and, having regard to market developments, it is now
considered appropriate to carry out a further market review.

As part of this market review, ComReg has obtained qualitative and quantitative
information from FSPs (and MSPs) through a series of formal and informal
information requests, as well as follow-up clarifications through meetings or
correspondence where appropriate. This supplements information which is
provided to ComReg in the performance of its regular operations (e.g. for the Irish
Communications Market Quarterly Key Data Report (‘Quarterly Key Data
Report(s)')**. ComReg has also reviewed, in detail, the experience of regulating
the FVCO Markets and Transit Markets in other European jurisdictions, and has
carefully analysed guidance available from the European Commission, BEREC
and other relevant commentators before arriving at its preliminary views in this
Consultation.

ComReg has also carried out market research surveys to inform its
understanding of consumer and business attitudes/behaviours in the retail fixed
voice markets, which has already been published by ComReg (the ‘2012 Market
Research’)?®. ComReg is mindful that surveys, while a useful practical means of
gathering information on consumer and business preferences/behaviours, need
to be interpreted with care and that stated preferences of survey respondents can
overestimate what they will actually do in practice. Therefore, ComReg does not
solely rely on consumer/business surveys alone in forming its preliminary
conclusions as set out in this Consultation. ComReg considers all information
available to it.

Information Sources Relied Upon

1.40

In conducting its analysis, as noted in paragraphs 1.36 and 1.37 above, ComReg
has drawn on data from a number of sources, including:

(@) The 2012 Market Research. This included attitudinal surveys of retail
consumer and business users of retail fixed voice services. This research
was published as part of ComReg’s separate and ongoing analysis of the
Fixed Voice Call Termination (‘FVCT’) markets;

* The most recently published Quarterly Report is the Irish Communications Market Quarterly Key Data
Report, Data as of Q3 2013, ComReg Document 13/120, 18 December 2013.

?® See ‘Retail Access to the Public Telephone Network provided at a Fixed Location for Residential and
Non Residential Customers’ ComReg Document 12/117a, October 2012 (the ‘2012 Market Research’).
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(b) ComReg’'s Consumer ICT Survey (the ‘2013 Consumer ICT Survey’) dated
April 2013% and the Business ICT Survey (the ‘2013 Business ICT Survey’)
dated June 2013’ (together referred to as the ‘2013 ICT Surveys’);

(c) Information provided by Service Providers in response to detailed statutory
information requests® issued by ComReg in which both quantitative and
gualitative information on the retail fixed voice market and the Relevant
Markets was sought (‘Statutory Information Requests’);

(d) Information provided to ComReg in subsequent follow-up correspondence
and discussions in relation to (c) above;

(e) Information provided to ComReg by Service Providers for the purpose of the
Quarterly Key Data Report; and

(f) Other information in the public domain.

1.41 The 2012 Market Research referred to in point (a) above was undertaken by
ComReg to inform its RNA, FVCT, FVCO and Transit market reviews and
examined household and business attitudes to various issues related to the
provision of telecommunications services. The field work supporting the 2012
Market Research took place in the period February to April 2012 with the results
presented to ComReg in April/May 2012 and subsequently published originally in
August 2012 as part of a separate market analysis concerning ComReg’s
analysis of the FVCT markets as set out in the FVCT Consultation®’. It was also
published as part of the 2012 Retail Access Market Review Consultation®.

1.42 As part of the 2012 Market Research, 1000 residential households were surveyed
through face-to face interviews and 550 businesses were surveyed via a
computer aided telephone interview (CATI), with the person interviewed being the
individual responsible for selecting the relevant business’s telecommunications
providers. The survey examined, amongst other things:

e demand for a fixed line telephone;

e demand for other telecommunications services and for fixed line telephone
bundles;

?® See ‘ComReg Consumer ICT Survey’, ComReq Document 13/46, April 2013 (the ‘2013 Consumer ICT
Survey’).

" See ‘ComReg Business ICT Survey’, ComReg Document 13/61, June 2013 (the ‘2013 Business ICT
Survey’).

8 pursuant to its powers under section 13D(1) of the Communications Regulation Acts 2002 to 2011,
ComReg issued a series of information requests to Service Providers in October 2011 with responses
being provided to these in the period up to the first quarter of 2012.

29 Market Review, Wholesale Voice Call Termination Services Provided at a Fixed Location, Consultation
and Draft Decision, ComReq Document 12/96, September 2012 (the ‘FVCT Consultation’).

% Market Review, Retail Access to the Public Telephone Network at a Fixed Location for Residential and
Non Residential Customers, Consultation and Draft Decision, ComReg Document 12/117, October 2012
(the ‘2012 Retail Access Market Review Consultation’). ComReg has yet to issue its final decision in
respect of this market review.
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1.43

1.44

1.45

1.46

¢ the demand for mobile voice and internet services;
¢ Common payment methods used by consumers, price plan details;
e the awareness of pricing and product choices amongst respondents;

e the tendency of respondents to switch between service providers, the
features that are important for businesses and households when choosing an
FSP;

e the reasons given by consumers without a fixed telephone line, for why they
do not require the service (potential substitutes); and

e price sensitivity.

ComReg refers to the outputs from the 2012 Market Research, along with the
other data sources referred to above, throughout the remainder of the analysis in
this Consultation.

It should be noted that, rather than being definitive, the 2012 Market Research
informs the analysis throughout this Consultation, and its outputs are considered
alongside empirical data/evidence, where available, in particular, alongside data
presented in the Quarterly Key Data Reports.

In addition, and as noted above, ComReg has complemented this market
research data with information obtained more recently through ComReg’s 2013
ICT Surveys.

As highlighted elsewhere in this Consultation, ComReg intends to re-fresh some
of the data sources identified above in parallel with this consultation process, and
will take such updated data into account when issuing its final decision. This will
be particularly the case with respect to the Transit market.

Liaison with the Competition Authority

1.47

In accordance with Regulation 27(1) of the Framework Regulations, ComReg will
consult with the Competition Authority on the Relevant Markets to be set out in
the subsequent decision which will issue following ComReg’s consideration of the
responses received to the issues raised in this Consultation. ComReg will
continue to keep the Competition Authority informed throughout the conduct of
this market analysis process.

Consultation Process

1.48

As noted above, the purpose of this Consultation is to set out ComReg’s
preliminary views on its analysis of the Relevant Markets (including product and
geographic definition, 3CT, competition analysis and remedies).
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1.49 ComReg invites all interested parties to respond to the questions set out in this
Consultation, and/or to comment on any other aspect of the Consultation. In so
doing, respondents are requested to clearly explain the reasoning for their
response, indicating the specific relevant paragraph numbers within the
Consultation to which their response refers, along with all relevant factual or other
evidence supporting views presented.

1.50 Respondents should submit views in accordance with the instructions set out on
the cover page of this Consultation. Respondents should also be aware that all
non-confidential responses to this Consultation will be published, subject to the
provisions of ComReg’s guidelines on the treatment of confidential information>".
Confidential elements of responses must be clearly marked as such and be
set out in _a separate document and must be provided to ComReg by the
closing date set out below.

1.51 All responses should be clearly market with “Response to ComReg Document
14/26” and sent by post, facsimile or email to the address below to arrive on or
before 17:00 on 3 June 2014. Any responses received after this date will not be
considered.

Jason Reid

Commission for Communications Regulation
Irish Life Centre

Abbey Court

Blocks D, E & F

Lower Abbey Street
Freepost

Dublin 1

Ireland

Ph: +353-1-8049752

Fax: +353-1-804 9680
Email: jason.reid@comreg.ie

1.52 ComReg is providing an eight week period* within which interested parties can
respond. Respondents’ should clearly note that ComReg will not extend this
consultation period.

¥ See ComReg Document 05/24, “Guidelines on the treatment of confidential information”, March 2005.

%2 The duration of this response period reflects the circumstances where a number of separate concurrent
consultations (and ComReg follow-up actions concerning this Consultation) will run in parallel or overlap.
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1.53 This is a non-confidential version of the Consultation. Certain information within
the Consultation has been redacted for reasons of confidentiality and commercial
sensitivity, with such redactions indicated by the symbol &. Should an individual
Service Provider wish to review its own redacted information, it should make a
request for such in writing to ComReg (to the person identified in paragraph 1.51
above) and indicate the specific paragraph numbers within which the redacted
information being requested is contained. ComReg will consider requests for
redacted information and would, subject to the protection of commercially
sensitive and confidential information, respond accordingly.

Structure of the Report

1.54

The remainder of this Consultation is structured as follows:

Section 2: This section provides an executive summary of the preliminary
conclusions set out throughout this Consultation.

Section 3: This section provides an overview of the main trends that have
occurred in the provision of RFTS over the last four years;

Section 4: This section provides an assessment of the structural and
behavioural characteristics in the RFTS market(s), with a view to informing
the subsequent definition and SMP analysis of the Relevant Markets;

Section 5: This section defines the Relevant FVCO Market from both a
product and geographic perspective;

Section 6: This section assesses competition within the Relevant FVCO
Market, and considers whether any FSP has SMP within those markets;

Section 7: This section defines the Transit market from both a product and a
geographic perspective and then assesses whether the market meets the
3CT (and whether it is susceptible to ex ante regulation).

Section 8: This section sets out the main competition problems that might
occur, absent of regulation, within the FVCO and adjacent markets, along
with the likely consequential impacts for competition and consumers.

Section 9: This section proposes to impose regulatory remedies on Eircom in
the Relevant FVCO Market aimed at addressing competition problems.

Section 10 : This section proposes the removal of remedies from Eircom in
the Transit Market.

Section 11: This section sets out the Regulatory Impact Assessment of the
proposed approaches to regulation in the Relevant FACO Markets and the
Transit Market.

Section 12: This section sets out the next steps that will follow the publication
of this Consultation.

Appendix A: This section provides a reference to the market research
referred to through the Consultation.
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Appendix B: This section provides some guidance regarding the treatment of
product complements in defining markets.

Appendix C: this section describes the different types of non-geographic
numbers, and the payment mechanisms in place between Service Providers
that are involved in the provision of calls to non-geographic numbers.

Appendix D: This Section summarises the price sensitivity analysis
undertaken by ComReg in relation to the RFTS market and FACO Markets,
which is conducted in Sections 4 and 5 of the Consultation (in context of
indirect constraints).

Appendix E: This section provides an overview of the economic approach
used to assess whether different products fall within the same relevant
product market

Appendix F: This section describes the critical loss analysis used by
ComReg in assessing the extent to which indirect constraints might impact
upon the FACO Markets. The assessment of indirect constraints itself is set
out in Section 5.

Appendix G: This section sets out a range of factors considered, other than
those set out in Section 6, in respect of the SMP analysis.

Appendix H: This section sets out the draft Decision Instrument which would
legally given effect to the preliminary decisions as set out in this consultation.

Appendix I: This section sets out the various consultation questions posed
through the Consultation.
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2

Executive Summary

Introduction

2.1

2.2

2.3

2.4

2.5

In this Consultation ComReg assesses the extent of competition within two
wholesale markets that ultimately enable Fixed Service Providers (‘FSPs’) to offer
retail fixed line and call services to their customers (together referred to as ‘Retail
Fixed Telephony Services’ or ‘RFTS’). The wholesale markets examined are the
markets for Fixed Voice Call Origination (‘FVCQO’) and Call Transit (‘Transit’).

Below, we provide an overview of the main preliminary conclusions set out in this
Consultation.

FVCO is a wholesale call service which allows a wholesale customer to purchase
the capability to allow a telephone call to be initiated over an end-user’s
telephone connection and routed/conveyed to a designated network handover
point. At this designated network handover point, the FSP purchasing the FVCO
service can take over the management this call traffic onto their own network (or
potentially by third party networks on their behalf). FVCO thereby allows an FSP
to sell a retail call service. FVCO is also typically sold and purchased alongside a
wholesale line rental (‘WLR’) service, which allows the wholesale customer
purchasing FVCO to also rent the physical connection from an end-user’'s
premises to the public telephone network. WLR thereby allows an FSP to sell a
retail line rental service to a retail customer which, when combined with FVCO,
allows the FSP to provide a RFTS.

Transit is another wholesale service involving call conveyance between the
FVCO stage of a call and the point at which the call is handed over for
termination/completion by the network of the called party. Transit therefore allows
call traffic to be conveyed between two or more networks where they are not
directly interconnected, or indeed to a deeper point within a network.

Where ComReg identifies that such FVCO and Transit markets are not likely to
function effectively due to one or more FSPs with Significant Market Power
(‘SMP’) being potentially able to restrict or distort competition, it can impose a
range of ex ante regulatory obligations on such SMP FSPs. These obligations
can, amongst others, include requirements to provide specified products and
services (such as FVCO and Transit) at regulated wholesale prices and are
ultimately designed to enable other FSPs without networks of their own (or
insufficient network coverage of their own) to compete in providing RFTS. Such
RFTS can either be sold on a standalone basis or bundled with other services
(such as broadband, mobile telephony or television services).
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2.6

2.7

2.8

In this Consultation, ComReg defines the FVCO and Transit markets from both a
product and geographic perspectives. ComReg then assesses the extent of
competition within such markets and, where appropriate, proposes regulatory
obligations to address competition problems that would be likely to arise absent
regulatory invention. Where regulatory intervention is warranted, it is ultimately
designed to promote the development of effective competition in the provision of
retail and/or wholesale services, with the ultimate beneficiary intended to be retalil
consumers in terms of the increased choice and quality of retail services at more
competitive prices.

ComReg’s overall preliminary conclusion in this Consultation is that continued ex
ante regulation of the FVCO market is warranted, as Eircom is likely to have
SMP. ComReg has, however, drawn the boundaries of the FVCO market more
broadly, in particular, to include not only FVCO but also a fixed access (‘FA’)
component. Hence, the market is defined as Fixed Access and Call Origination
(‘FACOQO’). To address identified competition concerns, ComReg intends to impose
a full range of regulatory remedies (obligations) upon Eircom. In doing so,
ComReg has not only consolidated a range of FVCO related remedies that have,
up to now, been imposed within regulated downstream retail markets, but has
also updated these remedies in order to increase their effectiveness having
regard to current regulatory practice in other wholesale markets within which
Eircom also has SMP.

The question on whether or not to continue regulation of the Transit market is
warranted is finely balanced. The European Commission’s (‘EC’)
recommendation means that the Transit market is not deemed susceptible to ex
ante regulation at a general EU level. However, ComReg considers that,
notwithstanding some concerns, the evidence suggests that the Transit market
has the potential to tend towards effective competition over time. In this respect
there is evidence of existing competition within the Transit market and evidence
that a number of service providers have increased the degree to which they
interconnect directly with each other, thereby avoiding or reducing the need for
Eircom’s Transit services. In parallel with the consideration of views received from
interested parties to the proposals set out in this Consultation, ComReg also
intends to separately seek additional data from service providers regarding the
competitive structure and dynamics in the Transit market. Such data, along with
responses to this Consultation, will also be of relevance to ComReg’s final
decision on its regulatory approach to the Transit market.
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Background to the Reviews

2.9

2.10

2.11

The FVCO market has been identified by the EC as one of a number of
recommended markets which are deemed susceptible to ex ante regulation at an
EU level. However, following the removal of the Transit market from the EC’s list
of recommended markets in 2007, the EC considers that regulation in this market
is no longer justified at a general EU level. Nevertheless, recognising that national
circumstances can differ across Member States, the EU and the national
regulatory framework provides that markets not in the recommended list can be
subjected to ex ante regulation. In order to do so, however, a National Regulatory
Authority (‘NRA’) such as ComReg must show that the market to be regulated
meets the three criteria test (‘3CT’). The purpose of this 3CT is to ensure that
markets not identified in the EC’s recommended list can only be regulated on an
ex ante basis where it can be shown that entry barriers are high and non-
transitory, that the market is not likely to tend towards effective competition and
that ex post competition law remedies on their own are unsuitable for resolving
the identified competition concerns. If any one of these criterion is not met then ex
ante regulation is not justified.

The FVCO and Transit markets were previously reviewed by ComReg in 2007. At
that time Eircom was designated as having SMP in each of these markets and
was required, amongst other things, to provide wholesale access to various call
origination products and services at regulated prices.

Also of relevance to the regulation of the now FACO market is exiting ex ante
regulation in the downstream retail narrowband access (‘RNA’) markets. These
RNA markets are subject to regulation further to a market review in 2007.
Specifically, Eircom is designated as having SMP in this market and since 2007
has had various retail and wholesale obligations imposed on it. The wholesale
measures, imposed in the RNA market are related to the upstream FACO market.
In particular, the requirement exists in the RNA market for Eircom to provide other
FSPs with access to WLR at regulated prices, as well as obligations to meet a
Net Revenue Test (‘NRT’) in order to avoid a margin squeeze (in general, being
the creation of an insufficient margin between the price of inputs Eircom sells to
competitors and its own downstream prices such that the competitor cannot
compete effectively).
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2.12

2.13

2.14

ComReg is currently engaged in a separate and ongoing analysis of retail fixed
access markets with two consultations having issued in October 2012 and, more
recently, in October 2013. ComReg expects to issue a decision in respect of this
retail fixed access market review within the coming months. Within these
consultations, and without prejudging the outcome of the various inter-related
market analyses, ComReg has reconsidered what remedies may be necessary
and appropriate in the retail fixed access markets. ComReg has signalled the
possibility of moving the existing RNA obligation to provide WLR at regulated
prices into markets located at a more upstream level in the value chain (i.e., to
the FACO market). In addition, in the ongoing retail fixed access market review,
ComReg has signalled its consideration of the introduction and specification of
margin squeeze tests, possibly in the wholesale markets for FVCO and for
wholesale broadband access (‘WBA’). The retail fixed access market review has
proposed to continue to regulate WLR and apply a NTR in the retail access
markets. This may change subject to the outcome with respect to the issues now
considered in this Consultation.

In this respect, depending on the assessment of the sufficiency of wholesale
regulation in terms of its impact in fostering effective competition in retail markets,
it has also been acknowledged in the various retail fixed access consultations that
such a movement of remedies to the upstream level could lead to a lessening of
regulation in these retail markets, including its removal, where warranted.

Noting the above and in order to avoid drawing inappropriate conclusions
regarding the competitive structure of the RFTS or FVCO markets arising from
the influence of existing regulation on these markets, for the purpose of the
analysis in this Consultation, ComReg has assumed that existing WLR and FVCO
obligations do not exist in either the RNA market or the FVCO markets.

Retail Market Trends and Developments

2.15

2.16

Since the previous reviews of the FVCO and Transit markets in 2007 there have
been notable retail developments. These retail trends, amongst others, are
discussed in Sections 3 and 4 of the Consultation, in particular, to the extent that
they inform the subsequent analysis of the FVCO and Transit markets.

UPC, the vertically-integrated cable TV provider, has completed the upgrade of its
network and, following its entry into the RFTS market in 2009, UPC has
significantly increased its number of RFTS (and broadband) customers. UPC’s
RFTS are provided delivered over its cable broadband network using Internet
Protocol (‘IP") (also known as voice over broadband or ‘VOB’) and its RFTS
subscriber market share now stands at approximately 18.5%.
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2.17

2.18

2.19

2.20

Since 2011 Eircom has been engaged in a substantial fibre upgrade to its copper
access network, largely associated with offering higher speed broadband
products and, more recently, pay TV services. Eircom’s RFTS subscriber market
share now stands at approximately 52%. While Eircom continues to offer RFTS
over its copper access network, this Consultation acknowledges the potential for
Eircom, over the period of review, to provide such services on a managed VOB
basis. i.e., RFTS being delivered over a broadband access path via IP rather than
through traditional circuit switched telephony.

Mobile Service Providers (‘MSPs’) such as Vodafone and O2 have commenced
providing RFTS (and broadband), largely on foot of the purchase of wholesale
services from BT Ireland and Eircom. Sky Ireland also began offering RFTS (and
broadband) in the second half of 2013, also enabled through the purchased of
wholesale services from BT Ireland. Retail competition from Vodafone and Sky
Ireland, whose combined RFTS subscriber market share stands at approximately
19%, is predominantly based on the availability of wholesale WLR and FVCO
products. It is, therefore clear that such wholesale services continue to play an
important role in fostering retail competition.

Also of note is that there have not been any significant deployment of managed
VOB services or traditional telephony services by FSPs purchasing various
wholesale broadband and passive copper access products made available by
Eircom pursuant to its SMP regulatory obligations in other wholesale markets.

Apart from the above other developments include:

e a decline in overall retail fixed line originated call traffic and growth in mobile
voice traffic (the latter being relatively static since Q4 2010), although a
significant proportion of residential and business users continue to avail of
RFTS. It is also notable that consumers appear to use RFTS and MTS for
different purposes and perceive price differences between the two services;

e growth in the provision of managed VOB based RFTS, particularly where
offered as part of a bundle over UPC’s Cable TV network. The degree of
substitution from RFTS to over the top ('OTT’) VOIP services such as Skype
appears to be limited, and the patterns of usage appear to be much less
frequent than for other voice telephony services; and

e an increased trend in the consumption of services in packages and bundles.
Retail line rental and calls are typically sold/purchased together by end-users
and such RFTS are often bundled with broadband and/or television (or other)
services. Mobile services are also being offered in bundles with RFTS. These
trends appear to have corresponded with the entry of UPC and Sky into the
broadband and RFTS markets, both of which offer bundled products to
consumers.
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Summary of FACO Market Assessment
Market Definition

2.21

2.22

2.23

2.24

In Section 5 of this Consultation, ComReg has considered the definition of the
relevant FVCO market(s) from a product and geographic perspective. In so doing
it has considered direct demand-side and supply-side constraints in the wholesale
market(s), as well as the effectiveness of indirect constraints emanating from the
retail market(s). This wholesale analysis is also informed by ComReg’s
assessment of the retail trends and the retail market in Sections 2 and 4.

As noted above, ComReg’s preliminary view is that the FVCO market should be
defined as a combined fixed access and call origination market, which essentially
means that WLR (being the access component) and FVCO (being the call
component) fall within the same wholesale FACO market. Eircom currently
provides such a combined product which is called Single Billing through
Wholesale Line Rental (‘SB-WLR’), with current WLR ex ante obligations
specified in the RNA markets and FVCO specified in the existing FVCO market.
This proposed FACO market reflects not only the nature of retail demand for
RFTS services, where line rental and calls are predominantly purchased by
consumers together from single suppliers, but also the fact that it is not
technically possible for a wholesale customer to purchase WLR from one
wholesale supplier and FVCO from another. In this respect, since 2007 we have
seen a significant decline in the wholesale customers’ demand for Eircom’s
standalone FVCO based wholesale Carrier-Pre Select (‘CPS’) product (where
CPS is provided to a wholesale customer by Eircom, Eircom’s retail arm
continues to provide the underlying retail line rental service to the retall
customer). SB-WLR now accounts for over 95% of wholesale customers’
demand, with this accounting for approximately 28% of alternative FSPs’ SB-
WLR based RFTS subscriptions.

It is ComReg'’s view that, irrespective of whether or not a FVCO or FACO market
is defined, it does not materially alter the regulatory outcome. In this respect, in
circumstances where a standalone FVCO market is defined (and SMP is found to
exist), it can result in the imposition of regulatory obligations being imposed in the
FVCO market to provide WLR. While ComReg does not consider the regulatory
outcome to be materially affected by the definition of a combined FACO market,
noting that it is a different market to the FVCO market identified within the EC’s
list of recommended markets, for robustness ComReg nonetheless applies the
3CT as part of its subsequent competition assessment.

As noted above, while Eircom has yet to launch its own IP based managed VOB
service, ComReg has considered the question as to whether its notional self-
supply of such a service to its retail arm should be included within the FACO
market. ComReg'’s preliminary view is that it should be included given, amongst
other things, it will be likely to ultimately replace the traditional circuit switched
delivery of telephony services over Eircom’s copper based narrowband network.
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2.25

2.26

2.27

2.28

2.29

2.30

ComReg has considered the potential for alternative FSPs to self-supply their
own FACO services through the launch of a managed VOB based service using
upstream wholesale broadband inputs such as Local Loop Unbundling (‘LLU’)
and WBA products supplied by Eircom in other regulated markets, coupled with
alternative FSPs’ own IP capability. However, the evidence available does not
suggest that this is likely to have a material impact within the short to medium
term such that it should be included in the FACO market.

ComReg has also considered the FACO product boundaries having regard to
Eircom’s existing circuit switched network hierarchy under which it has three
switching levels, namely the primary, tandem and double-tandem levels. Due to
the absence of ‘code hosting/sharing’ under current industry call routing rules, it
means that purchasers of FACO without a direct interconnect at the Eircom
primary exchange level are effectively limited to using Eircom’s Transit service to
convey/transit originated traffic to their nearest interconnection point. ComReg
recognises that IP interconnection or IP routing, when it occurs, will mean that the
management and handover of call traffic is likely to take place at points of
presence or ‘edge nodes’ which are located at a higher level in the network,
potentially reducing the degree/depth of interconnection that needs to take place
within or across service providers’ networks. However, the absence of IP
interconnection and code hosting means that ComReg has defined the FACO
product boundary to encompass call origination across Eircom’s primary,
tandem, or double-tandem exchange levels.

ComReg has examined whether the FVCO component of FACO should be
differentiated based on the types of telephone number being called, whether to a
geographic, mobile or non-geographic number types and considers that FVCO to
such numbers fall within the same market.

Noting the above, ComReg ultimately proposed to define two separate FACO
product markets given the underlying differences in demand-side and supply-side
conditions associated with the fixed access (telephone line) component of FACO.
In this respect a distinction can be drawn between a traditional Public Switched
Telephone Network (‘PSTN’) line which supports one voice channel and the
various types of Integrated Services Digital Network (ISDN’) lines, which can
support between two and thirty voice channels.

ComReg has, therefore, identified a Low Level FACO (‘LL-FACO’) Market and a
separate High Level FACO (‘HL-FACOQO’) Market, both of which are considered to
be national in scope (referred to as the ‘FACO Markets’).

The LL-FACO Market is comprised of:

(a) wholesale fixed access to the public telephone network for the provision of
voice telephony services by means of (i) PSTN, or (ii) ISDN Basic Rate
Access (‘ISDN BRA’), which supports 2 voice channels; and

(b) calls originated at a fixed location of an end-user which are conveyed and
routed through any switching stages (or equivalent) up to a point of
interconnection taking place at the primary, tandem, or double-tandem
exchange level within Eircom’s network.

32



2.31

2.32

2.33

2.34

2.35

The HL-FACO Market is comprised of:

(a) wholesale fixed access to the public telephone network for the provision of
voice telephony services by means of (i) ISDN Fractional Rate Access (‘ISDN
FRA’), which supports between 14 to 30 voice channels or (ii) ISDN Network
Primary Rate Access (‘ISDN PRA’), which supports 30 voice channels; and

(b) calls originated at a fixed location of an end-user which are conveyed and
routed through any switching stages (or equivalent) up to a point of
interconnection taking place at the primary, tandem, or double-tandem
exchange level within Eircom’s network.

LL-FACO products are likely to be purchased by wholesale customers to serve
residential and small business users, whereas HL-FACO would be used to
service larger business customers.

In the case of both LL-FACO and HL-FACO, Eircom’s self-supply, including its
notional supply of FACO via managed VOB, is also included in the FACO
Markets.

ComReg'’s preliminary view is that the FACO Markets do not include:

e wholesale switchless voice services (‘Wholesale SV’), being end-to-end
wholesale voice services purchased by alternative FSPs so that they can
provide RFTS without the need to have their own switching or interconnection
infrastructure;

e self-supply of FACO on alternative (non-Eircom) vertically integrated RFTS
networks;

e FACO being provided on a mobile telephone network; and

e alternative FSPs managed VOB based RFTS offered over xDSL based
broadband or leased lines (high capacity symmetrical broadband).

ComReg’s preliminary view is that RFTS products provided on alternative
platforms, and mobile telephony services, do not provide a sufficient indirect
constraints on the FACO markets such that would justify their inclusion the
wholesale product market.

Competition Assessment in FACO Markets

2.36

2.37

In Section 6 of this Consultation, ComReg has assessed the current and likely
extent of competition within the FACO Markets, absent regulation. In this respect,
ComReg has considered the effectiveness of constraints posed by existing
competition, potential competition, as well as any impact of strong buyers of
FACO on the competitive behaviour of FACO providers.

Eircom is the sole supplier in the FACO Markets having held a stable 100%
market share over time. It therefore does not face existing competition within such
markets.
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2.38

2.39

2.40

2.41

2.42

2.43

ComReg has, nevertheless, considered the hypothetical market share position,
were the self-supply of vertically-integrated cable TV, FWA and alterative fibre
based FSPs providing RFTS to be included in the FACO Markets. In these
circumstances, Eircom would have a high market share of over 80% in the LL-
FACO Market. While this hypothetical market share has declined by
approximately 20% since Q3 2009, largely accounted for by UPC’s entry in the
retail market, given the trend to date ComReg does not consider it probable that
Eircom’s market share would fall close to or below 50%, within the lifetime of this
review. In terms of the hypothetical market share position in the HL-FACO
Market, Eircom would have a high and stable market share of around 80%.

The strength of indirect pricing constraints from the competition within the retail
market(s) and their impact on competition within the FACO Markets have also
been examined and are not considered to be sufficiently effective to constrain
Eircom’s suggested SMP position.

ComReg has also considered the extent to which potential competition would be
likely to effectively constrain Eircom’s behaviour in the FACO Markets such that it
would mitigate Eircom’s suggested SMP position. ComReg’s view is that over the
period of this market review, barriers to entry are likely to remain high. Potential
competition from a number of sources, including the potential for alternative FSPs
to deploy manage VOB using upstream wholesale broadband inputs, is
considered and ComReg’s view is it is not likely to be sufficient such that the
FACO Markets are likely to tend towards effective competition.

ComReg also notes that, in the absence of regulated FACO products, there may
be a greater incentive for FSPs to develop managed VOB services using
upstream wholesale broadband inputs provided by Eircom, with these being used
to provide RFTS and/or FACO. However, demand for SB-WLR remains high and
continues to grow, and evidence of material managed VOB use by existing SB-
WLR users has not yet emerged, in particular, to the extent that it might, absent
regulation, ultimately result in effective competition in the FACO and downstream
markets. ComReg intends to continue monitoring market developments in this
regard and also takes account of this in its approach to remedies (see Section 9
of the Consultation). In particular, ComReg has proposed that it will not impose
any obligations upon Eircom with respect to its notional managed VOB based
FACO services.

As noted in paragraph 2.23, while the definition of a FACO market diverges from
the FVCO market as identified in the EC’s list of recommended markets, it is
ComReg’s view that this does not lead to a materially different regulatory
outcome. However, having considered current and likely extent of competition
within the FACO Markets, ComReg has applied the 3CT and considers it to be
satisfied.

Overall, ComReg’s preliminary view is that Eircom is likely to have SMP in both of
the FACO Markets, that is, the ability to act, to an appreciable extent,
independently of its competitors, customers and consumers.
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Competition Problems and Remedies

2.44

2.45

In Section 8 of the Consultation ComReg considers competition problems that
would be likely to arise in various retail and wholesale markets, absent regulation
in the FACO Markets. Having done so, in Section 9 ComReg considers the
imposition of appropriate remedies in order to address such identified competition
problems.

In the absence of regulation in the FACO Markets, ComReg considers that
Eircom would have the potential ability and incentive to influence a range of
competition parameters, including prices, innovation, output and the variety or
guality of goods and services provided. In general, there are a number of types of
competition problems which may arise involving the SMP undertaking’s conduct,
including:

exploiting customers or consumers by virtue of its SMP position through, for
example, setting excessive wholesale charges. This would raise the input
costs for those FSPs that purchase Eircom’s SB-WLR products/services.
Given that such above cost wholesale prices may then be passed on by such
FSPs to their retail customers via higher RFTS prices, it could ultimately
have the potential to harm the development of effective competition in the
RFTS market, potentially through the actual or effective exclusion of
downstream competitors;

leveraging its market power into adjacent vertically or horizontally related
markets through price and non-price means with a view to foreclosing or
excluding competitors in downstream retail and/or upstream wholesale
markets. Eircom, as the proposed SMP undertaking, has the incentive to use
its market power in the FACO Markets to affect the competitive conditions in
downstream wholesale and/or retail markets, in particular, through its ability
to control the key inputs used by wholesale customers - which compete
against Eircom in such markets. This could result in a distortion of or
restriction in competition in these downstream markets, ultimately resulting in
harm to consumers, potentially in the form of higher prices, lower
output/sales, reduced quality or consumer choice; and

engaging in behaviours, similar to those identified above in the context of
leveraging, which delays/deters network investment and entry into the FACO
markets and ultimately the RFTS market.
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2.46

2.47

To address these potential competition problems, ComReg has proposed to
continue to impose upon Eircom a range of access, nhon-discrimination,
transparency, price control/cost accounting and accounting separation
obligations. In doing so, given Eircom’s existing obligations date from 2007,
ComReg has sought to align its current approach on FACO remedies, where
appropriate, to that which has been adopted with respect to remedies imposed
upon Eircom in other adjacent markets within which it also has more recently
been designated SMP. This serves to not only increase the effectiveness of
remedies, but also to provide a consistent approach to regulation across
wholesale markets, noting that Eircom’s wholesale customers tend to purchase
products that fall within multiple regulated markets.

The detail of these obligations, which are ultimately designed to ensure effective
competition in retail and adjacent wholesale markets, is set out in Section 9 of the
Consultation. A brief overview is provided below.

Access Obligations

2.48

2.49

2.50

2.51

To address potential competition problems associated with the actual or
constructive denial of access to wholesale inputs, access obligations are being
imposed on Eircom to meet reasonable requests for access from wholesale
customers for various FACO products and to provide access to specific products
services and facilities. These include requirements to:

e provide access to SB-WLR, ancillary SB-WLR services specific circuit
switched interconnection services and co-location;

e negotiate in good faith with FSPs requesting access;
e interconnect;

e provide access to order handling/management and other systems necessary
to ensure fair competition in the provision of services; and

e provide access in accordance with a range of conditions governing fairness,
reasonableness and timeliness, including service level agreements.

As identified earlier, the existing requirement in the RNA market for Eircom to
provide other FSPs with access to WLR is now being imposed in the FACO
Markets as part of the SB-WLR obligation above.

As noted in paragraph 2.41 above, ComReg has proposed not to impose
requirements on Eircom to provide wholesale access to its notional managed
VOB based FACO services.

In addition, as noted in paragraph 2.22 above, given the decline in the importance
of the wholesale CPS product (and some other voice only wholesale services
provided by Eircom) for retail competition, ComReg also proposed that existing
regulatory obligations governing the provision of CPS and other products are no
longer warranted or justified. Although, ComReg notes that Eircom may continue
to provide such services on a commercial basis.
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Non-Discrimination Obligations

2.52

2.53

2.54

In order to ensure that Eircom does not favour its downstream arm, or unduly
favour any particular wholesale customer a range of non-discrimination
obligations have been proposed including requirements to:

e provide services and information to other FSPs under the same conditions
and of the same quality as Eircom provides for its own services or those of its
subsidiaries or partners; and

e apply equivalent conditions in equivalent circumstances to other undertakings
to which it provides equivalent services.

ComReg has indicated that the non-discrimination obligations should be applied
on at least an Equivalence of Outputs (‘(EOQ’) basis. This standard recognises
that Eircom would be required to provide access to services and information in a
manner which achieves the same standards in terms of functionality, price, terms
and conditions, service and quality levels as Eircom provides to itself, albeit
potentially using different systems and processes.

ComReg has also proposed to impose a new obligation on Eircom to provide
within specified timeframes, ComReg with a ‘Statement of Compliance’ (‘SoC’)
demonstrating its compliance with its non-discrimination obligations. Such an
obligation has been imposed in other markets within which Eircom has SMP.
However, ComReg has broadened the scope and nature of the SoC requirements
in the FACO Markets so that Eircom is to be required to demonstrate to ComReg
that it has put in place appropriate risk identification, control and governance
processes such that it can reasonably demonstrate that, on an ongoing basis, it is
ensuring its compliance with its non-discrimination obligations.

Transparency Obligations

2.55

To address potential competition problems associated with asymmetry of
information and to support access, non-discrimination, price control and other
obligations, ComReg has proposed to impose a range of transparency obligations
upon Eircom including requirements to:

e maintain and publish a reference interconnect offer (‘RIO’), being a
contractual offer, with this having to contain a minimum specified set of
details, including prices and requirements with respect to Wholesale SV
services;

e put in place a RIO change management and advance change notification
process, including with respect to price changes;

e publish key performance indicators, performance metrics and service level
agreements;

e put in place non-disclosure agreement procedures governing the legitimate
sharing of confidential and/or commercial information; and
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e ensure transparency in its billing by making its wholesale invoices sufficiently
disaggregated, detailed and clearly presented such that a wholesale
customer can reconcile invoices to Eircom’s RIO and RIO prices.

Price Control and Cost Accounting Obligations

2.56

2.57

2.58

2.59

2.60

To address potential competition problems associated with price related
behaviours including excessive pricing and margin squeeze, Eircom is to be
subject to various price control and cost accounting obligations including:

e a price control obligation of cost orientation relating to (i) the FVCO
component of SB-WLR and Retention Rates for calls to NTCs; (ii) current
generation interconnection services; (iii) order handling process costs
associated with SB-WLR; (iv) co-location; and (v) ancillary SB-WLR services,
including low value Customer Premises Equipment (‘CPE’) rental;

e a price control obligation of ‘retail minus’ relating to (i) the WLR element of
SB-WLR;

e an obligation not to cause a margin squeeze, including an obligation not to
cause a margin squeeze with respect to Wholesale SV; and

e an obligation to maintain appropriate cost accounting systems to justify its
prices/costs of FACO products, services and facilities.

In imposing the above obligations, ComReg has noted that over the coming
months a number of separate pricing related consultations will be published which
may have a bearing on the proposed price control obligations within the period
covered by this market review.

In this respect, in paragraph 2.12 we noted the potential for the introduction and
specification of a margin squeeze tests in the FACO Markets (and elsewhere)
which, if effectively implemented upstream, might permit the removal downstream
of the current NRT as specified in the RNA market. While we have not, within this
Consultation, imposed a specific NRT, in Q2 2014 ComReg expects to issue a
separate consultation on this matter (the ‘NRT Margin Squeeze Consultation’).

It is also proposed to continue existing margin squeeze test obligations with
respect to Wholesale SV services, however, another second separate
consultation is expected to issue in Q2 2014 will examine the parameters of this
test, as well as the modelling parameters and other issues (including the recovery
of common costs) associated with the cost orientation obligation associated with
the FVCO component of SB-WLR (the ‘Separate FVCO price Control
Consultation’).

The question as to whether the existing ‘retail minus’ price control obligation for
the WLR element of SB-WLR remains appropriate will also be considered in a
third separate consultation in Q4 2014 (the ‘Separate Access Network Pricing
Consultation’).
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Summary of Transit Market Assessment

2.61

2.62

As note in paragraph 2.9, the EC’s recommended markets list no longer identifies
Transit markets as being susceptible to ex ante regulation. While the Transit
market has been regulated to date, as part of the review of this market in this
Consultation, ComReg first defines the Transit market from a product and
geographic perspective, after which it then applies the 3CT.

Details on the Transit Market assessment are set out in Section 7 of this
Consultation.

Transit Market Definition

2.63

2.64

ComReg’s preliminary view is that the Transit market is national in scope and is
comprised of Transit services provided at a fixed location, which includes:

e all elements of call routing that take place between FVCO and Fixed Voice
Call Termination, including switching and conveyance;

e calls to geographic, non-geographic and mobile numbers;

e Dboth trunk and pure Transit provided over copper and/or fibre networks (i.e.
irrespective of the underlying infrastructure employed);

e Transit irrespective of the underlying technology used;
e Eircom’s self-supply, as well as its supply in the wholesale market; and

e the self-supply and wholesale supply of other Transit Service Providers that
are active in the provision of wholesale Transit services.

Details on the Transit market definition are set out in Section 8 of this
Consultation.

Transit Market 3CT

2.65

In applying the 3CT, the question as to whether continued regulation of the
Transit market is justified is finely balanced. However, ComReg considers that,
notwithstanding some concerns, the evidence suggests that this market has the
potential to tend towards effective competition. In this respect there is evidence of
existing competition within the Transit market and evidence that a number of
service providers have increased the degree to which they interconnect directly
with each other, thereby avoiding or reducing the need for Transit services.
Barriers to entry do not, therefore, appear to be insurmountable. In view of this
the 3CT would not appear to be met and ComReg proposes to remove regulation
in the Transit market.
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2.66

2.67

In parallel with the consideration of views received from interested parties to the
proposals set out in this Consultation, ComReg also intends to separately seek
additional data from service providers regarding the competitive structure and
dynamics in the Transit market. Such data, along with responses to the
Consultation, will also feed into ComReg’s ultimate decision on its regulatory
approach to the Transit market. However, in the absence of concrete contrary
evidence to suggest that the 3CT would be met, the Transit market would be
likely to be de-regulated.

To facilitate a smooth transitional period to de-regulation, in Section 10 of this
Consultation, ComReg has proposed that a 6 month sunset period for the
withdrawal of existing remedies in the Transit market might be reasonable and
proportionate. ComReg has also proposed that, during this sunset period, no new
requests for access to Transit would have to be met by Eircom in an SMP
regulatory context.

Next Steps

2.68

ComReg invites views from interested parties to the issues analysed in this
Consultation, with the procedure and deadline for the submission of responses
set out in paragraph 1.51.
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3

3.1

Retail Market Trends and Developments

Before assessing the strength and effectiveness of any competitive constraints
arising in the FVCO and Transit markets, ComReg first reviews recent retail
trends in the supply of RFVC* in Ireland. ComReg notes that demand for FVCO
and Transit is ultimately derived from consumer demand for RFVC. The trends
discussed in this section are, therefore, potentially relevant when analysing the
FVCO and Transit market/s. The key trends are examined under the following
general headings:

e Retail providers of Retail Fixed Telephony Services being the provision of line
rental and call services at a fixed location (‘RFTS’) (discussed in paragraphs
3.2 to 3.20 below);

e Changes in fixed and mobile traffic growth patterns (discussed in paragraphs
3.21 to 3.31 below);

e Growth in Supply of Managed VOB* and Unmanaged Voice over Internet
Protocol ("VOIP’) (discussed in paragraphs 3.32 to 3.48 below);

e Tendency for RFVC and RFVA to be sold together and purchased from a
single supplier (discussed in paragraphs 3.49 to 3.54 below);

e Increased take-up of bundled retail services (discussed in paragraphs 3.55 to
3.64 below); and

e NGA roll-out by Eircom (discussed in paragraphs 3.65 to 3.70 below);

Retail providers of RFTS

3.2

There are currently several active suppliers of RFTS in Ireland. These suppliers
differ in their relative size, the technology/service platforms they use to supply
RFTS services and the geographic coverage of their networks/services. For the
purposes of the analysis in this Consultation, FSPs can be broadly categorised
into three types having regard to the extent of the coverage of their own networks
and the extent to which they depend on the use of wholesale services provided
by other service providers to provide their retail services®:

* These are retail calls originated on a fixed voice network.

* For the purposes of this market review ‘Managed VOB’ means VOIP provided by an FSP either directly
using its own network, or indirectly by renting the access path from a third party. This is discussed further
in paragraph 4.87 below.

% please note that the FSPs listed in this section are not intended as an exhaustive list of all active
suppliers of RFVC in Ireland at present but are rather included as examples of the principal suppliers.
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e Independent FSPs: these FSPs provide RFTS predominantly using their own
network and associated infrastructure and, hence, are not reliant on the use
of wholesale inputs provided by other Service Providers when offering RFTS
(except for purchasing Mobile Voice Call Termination or FVCT in order to
terminate calls to subscribers on other Service Providers’ networks).
Examples of such FSPs currently include Eircom Limited (‘Eircom’)* and
UPC Communications Ireland Limited (‘(UPC")%".

e Partially Independent FSPs: these may operate a physical switching
platform and potentially other infrastructure of their own, but also rely (to
varying degrees) on wholesale access provided by other Service Providers’
networks in order to supply RFTS to consumers. The coverage of these
partially independent FSPs’ networks can differ significantly. Examples of
FSPs in this category include Blue Face Limited (‘Blue Face’)*®, BT
Communications Ireland Limited (‘BT Ireland’)*®, Colt Technology Services
Limited (‘Colt’)*°, Digiweb Telecom Limited (‘Digiweb’)*, Imagine Wireless
Limited (‘Imagine’)**, Magnet Networks Limited (‘Magnet’)* and Vodafone
Ireland Limited (‘Vodafone’)*.

% Further information available at http://www.eircom.net/athome/

%" Further information is available at http://www.upc.ie/. Note that, while UPC predominantly provides fixed
voice services to retail customers over its cable network, it also uses Eircom’s access network (SB-WLR
inputs) to provide calls services to a small proportion of its overall voice customers that reside outside the
coverage footprint of its cable network.

% Further information available at http://www.blueface.ie/

%9 Further information available at www.btireland.ie/

% FEurther information available at www.colt.net/ie/en/index.htm

“! Further information available at www.digiweb.ie/lhome/

“2 Eurther information available at www.imagine.ie
*3 Eurther information available at www.magnet.ie/

* Eurther information available at www.vodafone.ie/
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e Resale FSPs: these are FSPs whose supply of RFTS does not involve the
use of their own physical network or switches. These FSPs purchase
wholesale end-to-end voice calls services from a third party network operator
and either resell RFTS under their own brand or re-sell it to another FSP who
in turn then resells that service in the retail market under their own brand.
Examples include British Sky Broadcasting Limited (‘Sky’)*, Pure Telecom
Limited*® (‘Pure Telecom’)*’, Telefonica Ireland Limited (‘02")*® and UTV
Internet Limited (‘UTV")*.

Figure 2 and

3.3  Figure 3 below illustrates the market shares of the main RFTS Service Providers
over a three year period broken down by subscriptions and call traffic.

Figure 2: FSP market share of retail subscriptions 2010-2013
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> Further information available at www.sky.com/

¢ Eurther information available at http://www.puretelecom.ie/

" Further information is available at http://www.puretelecom.ie/

8 02 Ireland uses Wholesale Switchless Voice (‘Wholesale SV’) services supplied by Eircom in order to
offer fixed voice services to its retail customers. See paragraph 3.9 for an explanation of Wholesale SV
services.

9 Eurther information is available at http://www.uswitch.ie/.
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3.4

3.5

3.6

Figure 3: FSPs’ market share of retail call traffic 2010-2013 [3<Redacted due to
Confidentiality and Commercial Sensitivity]

Eircom, an Independent FSP, is currently the largest provider of RFVC and RFVA
(together called ‘Retail Fixed Telephone Services’ or ‘RFTS’) in Ireland. It owns
and operates a ubiquitous Public Switched Telephone Network (‘PSTN’) and an
Integrated Services Digital Network (‘ISDN’) (together called a ‘narrowband
network’). Eircom is currently deploying a Next Generation Access (‘NGA’)
network which ultimately will likely replace Eircom’s narrowband network in areas
where it is economically viable for it to do so0>°. These narrowband and NGA
networks are used by Eircom to provide a range of services, including RFTS and
broadband, to business and residential customers.

Eircom’s RFVC and RFVA market shares, as measured in traffic volume and
subscriber volume terms respectively, have declined gradually over the period Q4
2007 to Q3 2013.

In this respect, as of Q3 2013 there were a total of 1,507,684 RFVA
subscriptions, having grown from 1,383,912 in Q1 2010. In Q3 2013 Eircom had
approximately a 52.0% share of the total RFVA subscriptions® of which
[< ] were business/non-residential subscribers and [l
| were residential subscribers.

*® See paragraphs 3.65 to 3.700f this Consultation for further details on Eircom’s NGA network roll-
out/plans.

! See ComReg Quarterly Key Data Report, Q3 2013. This estimate includes RFTS subscribers that are
provided on PSTN, cable, fibre, fixed-wireless and DSL networks.

44



3.7 As of Q3 2013%, Eircom’s RFVC traffic accounted for approximately 48.2% of
total market RFVC traffic volumes, having declined from approximately 63% in Q4
2007°. This represents an annual decrease of just over 3% in the year ending
Q3 2013.

3.8 The extensive nature of Eircom’s network means that it is able to manage most of
its call traffic independently, except in circumstances where it must terminate calls
on the networks of other Service Providers.

3.9 To date, Eircom has been the sole supplier of FVCO and the largest supplier of
Transit™ services, both pursuant to SMP based regulatory obligations. In 2008,
Eircom also began offering a new Wholesale Switchless Voice (‘Wholesale SV’)
service. Wholesale SV allows alternative FSPs to purchase end-to-end wholesale
voice services so that they can provide RFTS without the need to have their own
switching or interconnection infrastructure. Wholesale SV, sold by Eircom under
the brand “White Label Access” (‘WLA’), is a managed ‘end-to-end’ voice calls
product that includes WLR, FVCO and Transit along with other non-regulated
wholesale inputs. FSPs that use Wholesale SV to offer RFTS would fall under the
‘Resale FSP’ category identified in paragraph 3.2 above.

°2 Calculated based on Eircom’s fixed line traffic as a proportion of total (Eircom and alternative operators)
fixed line traffic as published on http://www.comstat.ie/data/data.472.data.html

*% Calculated based on Eircom’s fixed line traffic as a proportion of total (Eircom’s and alternative
operators) fixed line traffic as published on
http://www.comstat.ie/dataset/Database/Ireland/Quarterly%20Report%20Data/Quarterly%20Report%20D
ata.asp. As at Q3 2013, Eircom reported RFVC volumes of [3<|| B minutes out of a total of
1.289 billion RFVC minutes.

> See Paragraphs 1.34 to 1.36 for details of the previous market reviews undertaken for the FVCO and
Transit markets to date.
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3.10 UPC is also categorised as an Independent FSP>° that has upgraded its cable
television (‘CATV’) network to the Data Over Cable Service Interface
Specification (‘DOCSIS’) 3.0 standard®® such that, as of Q3 2013°, it is
potentially capable of providing RFTS and broadband services to approximately
746,100 (45%) households. UPC started providing RFTS in 2006/7 by offering
home phone services as an add-on to its subscription based TV and/or
broadband services (i.e. RFTS are tied to/require the purchase of other services
and are not available on a standalone basis). Since 2006, the number of its RFTS
subscribers has grown, and as of Q3 2013 stood at 279,100 subscribers®® giving
it a market share of 18.5%. [<|JJ|2¢] of UPCs subscribers are residential, with
the remainder being business subscribers. As of Q3 2013, UPC’'s RFTS
customers are generating [/} ]I minutes of traffic, which represents
approximately [S<|JJl>° of all RFVC minutes for that period, [

since same period in 2012.

3.11 Another technology that has been used to provide RFTS and broadband services
is Fixed Wireless Access (‘FWA’). At the time of the 2007 Decision, FWA based
Service Providers only offered broadband services (aside from an immaterial
number of FWA narrowband voice connections)®®. Since then, Imagine and
Digiweb began offering RFTS as an ‘add-on’ to their retail broadband service.
However, since 2007, demand for broadband and other services provided over
FWA networks has fallen significantly and as at Q3 2013 stood at 61,975
subscribers, having declined by 3% since Q3 2012°%. As a platform for the
potential delivery of RFTS®?, FWA therefore appears to be in decline.

*® See paragraph 3.2
*® This standard enables high speed broadband to be delivered over a CATV network.

> Figures in this paragraph are based on information provided to ComReg in the context of the ComReg
Quarterly Key Data Report, Q3 2013 and information available in the “UPC Holding Reports Third Quarter
2013 Results”, press release available from: http://www.libertyglobal.com/pdf/press-release/upc-holding-
press-release-q3-2013-final.pdf.

*% virtually all of those home phone subscribers being supplied with a Managed VOIP-based RFTS
service (As at Q3 2013 UPC reported providing [ Jlll%0)] of its RFTS subscriptions over a
narrowband connection). As at Q3 2012, UPCs RFTS subscribers stood at 223,418 with growth of 55,682
subscribers in the year to the end of Q3 2013. UPCs growth rate of its RFTS subscribers in the year Q3
2011 to Q3 2012 stood at 75,797.

> ComReg Quarterly Key Data Report, Q3 2013.

60 ComReg Consultation. Market Analysis — Wholesale Call origination and transit services. Document
07/02. 19 January 2007.

1 Fwa subscriptions (whether broadband and/or RFTS) stood at 94,096 in In Q1 2007, thereby showing
a decline of 34% in the period ending Q3 2013.

®2 Based on available data, ComReg estimates that RFTS provided over FWA networks is less than
[*<ll subscriptions. In this respect the two principal FWA providers offering RFTS on their FWA
platforms are Imagine and Digiweb, with the estimated maximum RFTS subscriptions for these FSPs

being [ and [< | respectively.
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3.12 It is notable that a number of Mobile Service Providers (‘MSP(s)’) have also
begun offering RFTS since the 2007 Decision. In particular, Vodafone, the largest
MSP in Ireland in subscriber terms, has commenced providing RFTS, using
wholesale inputs purchased from Eircom and BT Ireland. O2 also provides RFTS
services but predominantly to business customers using wholesale services
purchased from Eircom (based on Wholesale SV). Eircom also provides both
RFTS and Mobile Telephony Services (‘MTS’).

3.13 The increased participation by MSPs in the provision of RFTS services has been
enabled through having access to a range of wholesale products provided over
fixed network infrastructure, as well as, in some cases, using mobile network
inputs (in the latter case used to provide RFTS to a fixed location).

3.14 Vodafone is a partially independent FSP® and offers RFTS as well as a range of
product bundles (including RFTS and broadband). Vodafone’'s RFTS subscriber
market share as at Q3 2013 stood at 16%. As of Q3 2013%, Vodafone had a

RFVC traffic market share of [X 1°° a figure that has [<| Gz
]. This traffic was largely attributable

to Vodafone’s range of fixed services branded as ‘Vodafone at Home’. Vodafone
entry into the RFTS market and broadband markets was initially facilitated
through its acquisition of an FSP called Perlico (and its customer base) in 2007,
as well as the subsequent acquisition of BT Ireland’s, then residential and Small
to Medium Enterprise (‘SME’) retail customer base in 2009°%" (BT Ireland was at
that time the second largest RFVC provider behind Eircom). Vodafone also
acquired Cable and Wireless. These acquired retail customers were migrated to
Vodafone’s RFTS and fixed broadband services. Vodafone concurrently agreed a
contract with BT Ireland regarding the purchase of a range of wholesale services,
including Wholesale SV and Wholesale Broadband Access (‘WBA’)®® (with BT
Ireland’s WBA product supplied over its LLU infrastructure). Vodafone also buys
Wholesale SV and WBA (both current generation and NGA based Bitstream)
from Eircom to serve its customers located outside of BT Ireland’s LLU footprint.
These services enable Vodafone to offer RFTS and retail fixed broadband
services.

% See paragraph 3.2 above.
64 ComReg Quarterly Key Data Report, Q3 2013.

® As of Q3 2013, Vodafone reported [<|| ] JEEEI minutes of fixed voice traffic relative to total retail
traffic of 1.289 billion minutes.

® See Vodafone press release “Vodafone Answers the Call with Complete Telecoms Portfolio” -
http://www.vodafone.ie/aboutus/media/press/show/BAU004000.shtml?date=May+27%2c+2008

67

See “BT and Vodafone Agreement Approved by the Competition Authority” -
http://www.vodafone.ie/aboutus/media/press/show/BAU006036.shtml?date=August+24%2c+2009

® The WBA market corresponds to market 5 in the 2007 Recommendation and refers to a non-physical or
virtual wholesale input used in the provision of a range of retail products, which are used by consumers for
broadband internet access. Eircom is subject to a number of SMP regulatory obligations in the WBA
market through which it provides access to current and next generation wholesale broadband products.
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3.15

3.16

3.17

Vodafone also launched a service branded as ‘One Net Express’ in 2012 which is
a telephone service® that is provided directly by Vodafone over its mobile
network, but with a geographic telephone number associated with a fixed
location. This highlights the possibility for a MSP to use non-wired or wireless-
based network inputs to also provide RFTS services. This One Net Express
product is targeted at business customers and enables incoming calls made to
the businesses’ geographic telephone numbers (which are usually associated
with a fixed telephone) to be received on employees’ mobile telephones. The One
Net Express product is marketed by Vodafone as an integrated fixed and mobile
voice communications solution”®.

Sky is categorised as a Resale FSP that has recently launched a range of retail
bundles that include RFTS along with broadband and subscription based
television (‘Pay TV’) services. These services are offered using Wholesale SV
and WBA services purchased from BT Ireland (with BT Ireland also re-selling Sky
Eircom’s WBA product). In addition to offering product bundles, Sky also offers
RFTS on a standalone basis™. Since launching these services in June 2013,
Sky’s RFTS market share has reached 2.9% 2. Sky’s growth is likely aided by its
ability to cross sell to its extensive existing base of Pay TV customers and its
ability to offer bundled services, including triple play bundles”.

Having regard to data provided by Service Providers for the purpose of
ComReg’s Quarterly Key Data Reports, an analysis of the types of networks
being used to provide RFTS indicates that the number of narrowband lines has
declined from just over 2.1 million in Q1 2007 to approximately 1.642 million in Q3
2013. Over the same period alternative technologies/platforms, with the exception
of FWA, have experienced growth in the number of connections. In this respect,
UPCs CATV network has been the fastest growing platform, with UPC having
increased its number of overall RFTS subscriptions from 600 in Q1 2007 to
279,100 as at Q3 2013.

% The customer receives a geographic telephone number and there are contractual obligations that
prevent the use of a One Net Express telephone device outside of the area associated with the
geographic number allocated to the telephony device.

® This product is described and analysed in the retail market assessment section of this Consultation.

" However, the retail prices for this standalone product are akin to the prices charged for some of its
bundled RFTS and broadband offerings. For example, Sky's standalone RFTS, which includes line rental
and inclusive call elements, costs €37.50 per month.

2 See Figure 2 above.

s Triple play bundles typically refer to as a retail bundle of television, broadband and RFTS services.

74 Liberty Global, “Liberty Global Reports First Quarter 2007 Results”, press release available from:
http://media.corporate-ir.net/media_files/irol/19/191835/news/Q107 press.pdf
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3.18

3.19

3.20

Total fibre connections used to provide RFTS have also grown marginally” since
2007, but still are used in less than 1% of total RFTS subscriptions.

The main platforms used to provide RFTSs are, therefore, Eircom’s PSTN based
narrowband platforms (including the use by Access Seekers of Eircom’s SB-WLR
service, and the purchase through BT Ireland, of the resale of Eircom SB-WLR
and/or Wholesale SV) and UPC’s CATV network.

Having described, in general terms, the main platforms over which RFTS services
are supplied, the remainder of this section describes relevant headline trends and
developments that have occurred since 2007.

Changes in Fixed and Mobile Traffic Growth Patterns

3.21

Since the 2007 Decision there have been changes in the levels of RFVC traffic
and mobile Voice Traffic. These are discussed below.

Decline in RFVC traffic

3.22

As shown in Figure 4 below, an overarching trend since the 2007 Decision has
been a steady decline in RFVC traffic and revenues. Since 2007 the rate of
decline in RFVC traffic has been relatively steady, having fallen from 2.45 billion
minutes in Q1 2007 to 1.289 billion minutes in Q3 2013, a decrease of
approximately 47%°. Similarly, revenue attributable to RFVC traffic has declined
by 51.6% over the same period.

’® Eircom’s NGA network, which is predominantly based on a Fibre to the Cabinet (‘FTTC’) topology, is
discussed in paragraphs 3.65 to 3.70 below. Notwithstanding Eircom’s roll-out of its NGA network, it
continues to provide RFTS on its narrowband copper based PSTN. Eircom’s plans with respect to the
launch of VoIP based RFTS are discussed later.

’® Based on data in the ComReg Quarterly Key Data Report, Q1 2007 and in the intervening periods up to
the ComReg Quarterly Key Data Report, Q3 2013.
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3.23

3.24

Figure 4: Fixed traffic volumes and revenues, 2007-2013""
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However, the same trend has not been observed for RFVA subscriptions,
whether bought on a standalone basis or as part of a bundle. As evidenced from
Figure 2 above, in Q3 2013 there were 1,507,684 fixed voice subscriptions (an
increase of 0.9% on Q2 2013 and an increase of 3.9% on Q3 2012). Fixed voice
subscriptions are increasing quarter on quarter since Q1 2011. As of Q3 2013
Eircom had 52% of all fixed voice subscriptions followed by UPC (19%),
Vodafone (16%) and Sky (2.9%).

Overall, the aforementioned trends are illustrative of a somewhat declining RFVC
market with some growth in RFVA subscriptions over the same period, which may
indicate that demand for RFVA is been driven by demand for fixed broadband
services and broader retail bundles (see paragraphs 3.55 to 3.64 below).

Growth in Mobile Voice Traffic

3.25

Over the same period, there has been significant growth in mobile voice traffic
volumes although this has remained relatively flat in recent years. Figure 5 below
shows the trends in the volume of mobile call and RFVC originated voice minutes
since 2007.

" Relevant categories, as reported in ComReg’s Quarterly Key Data Reports, included in fixed retail voice
revenues above are as follows: Advanced Voice Revenues, Basic Voice Revenues, and VOIP Revenues.
Voice revenues illustrated in Figure 3 exclude installation and connection charges in order to specifically
analyze revenues uniquely attributable to voice traffic.
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3.26

3.27

Figure 5: Fixed and mobile voice traffic trends, 2007-2012"®
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Mobile voice traffic increased by 42% between Q1 2007 and Q3 2013. After an
initial spike in 2008”°, mobile traffic declined in Q1 2009 and then it grew until Q4
2010. At that stage mobile traffic growth flattened off, before entering a phase of
slight decline in 2012 before recovering again 2013.

The 2012 Market Research® also showed that 36% of household respondents
were mobile-only households®. This suggests that most households (64%) still
prefer to have a RFTS. The 2013 Consumer ICT Survey showed that 69% of
households had a fixed line phone, suggesting up to 31% were mobile only
households®. ComReg notes that, for some households, the importance of a
RFTS may also be related to the requirement to date for a telephone line to be in
place in order to obtain a broadband service. The 2012 Market Research
indicated® that households with a fixed line primarily use it for calling other fixed
lines (66% to local/national fixed lines) as opposed to mobiles (22%).

"8 1t should be noted that prior to Q1 2009 some mobile data minutes were included in mobile originating
retail traffic figures. As these volumes are not based on voice calls, they were stripped out in ComReg’s
Quarterly Key Data Report for Q1 2009 onwards and, therefore, had a downward impact on overall mobile
voice traffic in the period Q3 2008 to Q4 2008.

" Some of the traffic growth in Q3 2013 is attributed inclusion of data for an additional MSP (Lycamobile
being a Mobile Virtual Network Operator) which were not, up to that point included in published data.

% See footnote 25 above.

® The 2012 Market Research, Slide 11.
822013 Consumer ICT Survey, Slide 10.
% The 2012 Market Research, Slide 25.
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3.28

3.29

3.30

3.31

Those households with both a fixed line and a mobile phone primarily use their
mobile for calling other mobiles (68%) as opposed to other fixed lines (26%)..
Mobile only households made most of their calls to other mobiles (71%) rather
than to other local/national fixed lines (20%)

In contrast, the 2012 Market Research showed that only 5% of businesses do not
purchase a RFTS®, which indicates that RFTS remains important for the
significant majority of businesses. The 2012 Market Research also indicated that
businesses primarily use a fixed voice service for all types of calls (e.g. calls to
mobiles, local, calls, national calls etc)®.

However, the continued trend for households, and especially businesses, to
retain a fixed telephone line (as well as a mobile telephone in many cases) may
reflect a perception that mobile telephones are more expensive for making some
types of calls. For example, 68%% of residential respondents to the 2012 Market
Research perceived the cost of making a call from a mobile telephone to be more
expensive than the cost of a call from a landline (when calling a local or national
geographic number).

The demand from the majority of end-users for both RFTS and MTS indicates
that these services are used in different, but complementary, ways. For example,
respondents exhibit clear selection of mobile-to-mobile and fixed line-to fixed line
calls over mobile-to-fixed and fixed-to-mobile calls.

Growth in Supply of Managed VOB and Unmanaged
VOIP

3.32

3.33

Another notable development since the 2007 Decision has been the growth of
voice over internet protocol (‘VOIP’). VOIP essentially refers to the
communication protocols, technologies, methodologies, and transmission
techniques involved in the transport of telephone calls over Internet Protocol (‘IP’)
technology.

For the purposes of this Consultation, ComReg broadly categorises VOIP based
RFTS into three main service types — Managed VOB, Partially Managed VOIP,
and Unmanaged VOIP — each of which is first briefly described below before then
being considered in further detail.

8 The 2012 Market Research, Slide 84.
8 The 2012 Market Research, Slide 106.
% The 2012 Market Research, Slide 36.
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RFTS provided via Managed VOB

3.34

3.35

3.36

‘Managed VOB’, for the purpose of this Consultation, means that the Service
Provider provides RFVC and an IP access path to its customer, either directly on
its own network, or indirectly by renting the IP access path from a third party (e.g.
using Wholesale Physical Network Infrastructure Access (‘WPNIA")® or WBA
inputs). A Managed VOB Service Provider will also typically have its own
switching platform, interconnect path(s) and numbering allocations. A Managed
VOB Service Provider can also manage their network so that it prioritises data
traffic or can manage the quality of VOIP traffic on the IP access path in order to
ensure that minimum quality of service requirements for the provision of RFVC
are met (and consequently service would be broadly consistent with most or all of
the standards and functional characteristics associated with a traditional RFVC
service provided on a narrowband network).

In total, Managed VOB minutes accounted for approximately 11.4%% of total
RFVC traffic in Q3 2013, having grown from 8.0% in Q4 2011%°. ComReg
estimates that there were over 324,000 Managed VOB subscribers in Ireland as
of Q3 2013,

Amongst the main reasons for Managed VOB being used by Service Providers
appear to be its potential cost-saving advantages arising from the ability to route
voice calls over existing data (broadband) networks. This helps obviate the need
to operate and maintain separate network infrastructure for voice services,
thereby permitting cost savings through improved economies of scope and scale.

8 Wholesale (physical) network infrastructure access (‘WPNIA") (including shared or fully unbundled
access) at a fixed location, more commonly known as Local Loop Unbundling (‘LLU’), refers to the
regulatory process of allowing alternative Service Providers to use physical access connections located
between Eircom's telephone exchanges and the customer's premises for the purposes of supplying voice
and broadband internet access services.

% ComReg Quarterly Key Data Report, Q3 2013; There were 146m Managed VOB minutes out of 1.289
billion retail minutes in total as at Q3 2013.

% See ComReg Quarterly Key Data Report, Quarter 4 2011; ComReg Document 12/20 (page 22). There
were 130 million VOIP minutes out of 1.617 billion total retail minutes.

% ComReg Quarterly Key Data Report, Q3 2013 (page 23); Note that these traffic and subscription figures
refer to Managed VOB only and do not include Unmanaged VOB services such as Skype.
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3.37 A small number of alternative FSPs (i.e. FSPs other than Eircom®') have
launched Managed VOB services, the significant majority of which are provided
over UPC’'s CATV network (there are a small number of subscribers on
alternative fibre-to-the-home (‘FTTH’) networks). Typically, these services are
bundled with the provision of either broadband and/or Pay TV services. Managed
VOB FSPs are typically allocated®® geographic number ranges®® or 076 number
ranges which are in turn provided to their retail customers.

3.38 Some examples of such FSPs include the following:

e As described in paragraph 3.10 above, UPC launched Managed VOB
services as an optional add-on to its broadband and/or pay-TV services in
2006. UPC'’s services are not available on a standalone basis, but only as
part of a bundle, with UPC largely allocating geographic numbers to its
subscribers.

e Imagine offers Managed VOB services over FWA wireless technologies.*

e Digiweb offers managed VOB services over FWA and localised FTTH
networks. %

e ComReg understands that Magnet provides Managed VOB over localised
FTTH networks and over xDSL based broadband.®’

3.39 Together, VOB based RFTS provided by Imagine, Magnet and Digiweb account
for less that 2 % of all RFTS subscriptions.

3.40 To date there have not been any significant deployments of Managed VOB
services by Access Seekers over wholesale broadband products purchased by
them from Eircom (either using WBA or WPNIA products).

1 See footnote 75 above.

% Either a primary or secondary allocation as defined in the the National Numbering Conventions, Version
7.0, ComReqg Document 11/17, (‘National Numbering Conventions’) as may be amended from time to
time. In summary it provides for the direct allocation or reservation of numbers by ComReg to individual
network operators, service providers or users

% The current meaning of a geographic number in the National Numbering Conventions is a number from
the national numbering scheme where part of its digit structure contains geographic significance used for
routing calls to the physical location where the call is terminated on the network.

% As at Q3 2013, UPC had 279,100 RFVA subscribers, representing 19% of the RFTS market.

% As at Q3 2013, Imagine has a total of [<|JJJJlll RFTS subscribers availing of VOB over their FWA
and FTTH networks.

% As at Q3 2013, Digiweb has a total of [S<|JJJlll RFTS subscribers availing of VOB over its FWA and
FTTH networks. This represents less than 1% of the RFTS market.

" As at Q3 2013, Magnet has a total of [<Jllll RFTS subscribers purchasing telephony services over
FTTH networks and DSL. Some of this is based on VOB.
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3.41 Currently, Eircom’'s RFVC and RFVA (and its wholesale FVCO and WLR
services) are provided predominantly via its narrowband copper based network.*®
However, Eircom is currently rolling out a Next Generation Access (‘NGA’)
network, predominantly based on a Fibre-to the Cabinet (‘FTTC’)
network/topology.”® ComReg’s understands that Eircom [

However, Eircom’s copper
based narrowband network would still likely be predominantly used for the
foreseeable future, including over the period of this review, to provide RFTS to
customers located outside its NGA footprint, or to customers within the NGA
footprint who are not purchasing NGA broadband.

3.42 As Managed VOB-based RFTS potentially become more widespread over time,
there is the potential for a shift towards FSPs employing IP interconnection
services instead of traditional circuit switched interconnection services.'®* A move
to IP interconnection to facilitate the handover of calls between networks could be
relatively easily achieved at IP peering centres (at which location the handover of
other IP traffic is also managed) or using Wholesale Ethernet Interconnection
Links ("WEIL’) circuits. Since Eircom continues to be the main originator of RFVC
(and receiver of inbound calls to its customers), a shift from ‘current’ circuit
switched interconnection to ‘next generation’ IP based interconnection at an
industry level is likely to be somewhat dependent upon Eircom’s migration to such
IP interconnection arrangements. This will be likely to involve significant co-
ordination at an industry level (with assistance from ComReg, if required). This is
likely to correspond to the deployment of Eircom’s NGA network, and the
provision by Eircom (and potentially OAOs) of VOB based RFTS over that
network (and potentially current generation WBA products.

% See Next Generation Access (‘NGA"): Proposed Remedies for Next Generation Access Markets,
Response to Consultation, Further Consultation and Draft Decision, ComReg Document 12/27, 4 April
2012, page 30 and page 127.

% Eircom’s FTTC network will involve the deployment of fibre beyond the local telephone exchange, to
cabinets located at a street level. A Very-high-bit-rate digital subscriber line (VDSL) will then be
established between the cabinet and the end-user’s premises, over which a range of services can be
provided, including RFVC. See further discussion about Eircom’s NGA deployment in paragraph 3.65 to
3.71.

1% This text sets out ComReg’s understanding, based on information provided to it by Eircom, of Eircom’s

plans with respect to its launch of a VOB based RFTS service.

1% |nterconnection is a wholesale arrangement or service that consists of a physical or logical connection

between two (or more) networks, over which voice traffic is handed in order to facilitate calls to be made
between end-users that are connected to their respective Service Providers’ networks.
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RFTS provided via Partially Managed VOIP

3.43

3.44

Partially managed VOIP, for the purpose of this Consultation, means that the
RFTS Service Provider does not provide the access path to its customers.
Instead, the customer uses its own broadband service (procured from another
Service Provider) to access the VOIP based RFTS. The partially managed VOIP
service Provider will operate a switch and interconnect path(s) and, therefore, its
own switching platform and numbering allocations.

Blueface offers a partially-managed VOIP service which relies on its RFTS
customers also having an existing broadband connection supplied by a third party
Service Provider. Blueface has its own switching and interconnection
infrastructure and can therefore manage that part of the VOIP service directly, but
it does not control the access network over which the partially managed VOIP
based RFTS is provided. For example, the customer’s handset, which is provided
by Blueface'®, could be connected to a broadband modem supplied as part of a
broadband service by a different Service Provider (i.e., in the case of a retall
broadband service provided to the customer by Eircom or UPC).

RFTS provided via Unmanaged VOIP

3.45

3.46

Unmanaged or Over the Top (‘OTT’) VOIP, for the purpose of this Consultation,
means that the Service Provider itself does not provide the access paths to its
customers and does not have a switching platform and interconnection path(s).
Its customers must access the Unmanaged VOIP service via the public internet or
over other applications using their broadband connection provided by another
supplier.

Since the 2007 Decision there has been an increase in the use of Unmanaged
VOIP services by consumers, frequently accessed via a personal computer,
laptop computer, smart phone or tablet device. These include services such as
Skype'®, Google Voice®™ and Viber'®. The 2012 Market Research indicated
that 36% of households with a fixed broadband service in their home claimed to
have used Unmanaged VOIP services. However, reported usage levels for
Unmanaged VOIP services were much lower than for usage of traditional RFTS
and MTS, with only 10% of respondents suggesting the use of Unmanaged VOIP
services more than once a day (compared to 73% for other RFTS and 78% for
mobile voice telephony).*®

102

According to the Blue Face website on 27 June 2013, the Blue Face telephone service requires 85 kbps to make a

quality phone call. For more information, please see www.blueface.ie.

103

104

105

See: http://www.skype.com/en/.

See: http://www.google.com/voice.

See: http://www.viber.com/.

1% The 2012 Market Research, slide 24.
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3.47 In addition to the above, residential respondents to the 2012 Market Research
identified a clear difference in usage preferences between Unmanaged VOIP
services and other voice telephony services. For example, household
respondents indicated®’ a clear preference for using their landline, rather than
their mobile telephone, to make calls to other fixed numbers (e.g. 80% preferred
to use their RFTS for calls to national fixed numbers) whereas Unmanaged VOIP
was cited as their communications method of choice for calls by only a very small
number of respondents (e.g. only 2% preferred to use Unmanaged VOIP for calls
to national fixed numbers). However, a higher but still relatively low number of
respondents indicated Unmanaged VOIP as their communications method of
choice for international calls (11% preferred to use Unmanaged VOIP for
international calls compared to 55% preferring RFTS and 12% preferring MTS
making international calls).

3.48 The product characteristics of Unmanaged VOIP services compared with other
RFTS are considered in Section 4 of this Consultation in the context of the Retalil

Market Assessment?®,

Tendency for RFVC and RFVA to be sold together and
purchased from a single supplier

3.49 ComReg has identified a strong tendency for RFVC and RFVA to be purchased
from a single retail FSP.

3.50 At the time of the 2007 Decision it was common for FSPs to purchase wholesale
Carrier Pre-select (‘CPS")'® from Eircom and to utilise this to provide RFVC
customers, with the customer purchasing the line rental element separately from
Eircom. However, since 2007 there has been a gradual but significant decline in
demand for CPS, falling from 111,521 CPS lines*'® in Q1 2007 to 15,982 in Q3
2013 and, as a consequence the availability of standalone RFVC service from
FSPs is very limited. FSPs now instead favour the purchase of Eircom’s SB-
WLR™! and Wholesale SV products or similar wholesale products available from
BT Ireland'*?. These enable FSPs to provide both RFVC and RFVA to retail
customers. i.e., RFTS. Other vertically integrated FSPs such as Eircom and UPC
supply RFTS too.

197 |bid.

1% See paragraphs 4.142 to 4.151 below.

19 See paragraph 1.12 above.

119 1t should be noted that Figure 2.2.2 of ComReg’s Quarterly Key Data Report for Q3 2013 reports on

‘access paths’ rather than lines. For example, a single ISDN line could have up to 30 access channels on
it.
! See paragraph 1.11 above. As at Q3 2013, there were 375,351 SB-WLR access paths having risen
from 352,052 in Q3 2011.

2 1n some cases BT re-sells Eircom’s SB-WLR Service and/or combines Eircom’s WLR with its own

Wholesale SV service.
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3.51

3.52

3.53

3.54

In paragraph 3.9, ComReg also notes that apart from the above CPS and SB-
WLR services, Eircom also sells a WLA service to Access Seekers and as at Q3
2013 there were 123,467 WLA based access paths (or 89,928 lines)**.

As at Q3 2013™° SB-WLR used by Access Seekers accounted for 71.4% of
indirect access paths (being 375,351 SB-WLR paths, 123,467 WLA paths and
27,114 CPS paths ) compared to 74.6% in Q3 2011. WLA paths account for
23.5% of total indirect access paths compared to 15.6% in Q3 2011. The share of
CPS only indirect access paths has declined by 4.6 percentage points in the last
two years and as at Q3 2013 accounts for 5.2% of overall indirect access paths.

When expressed in terms of the number of lines, there were 337,881 SB-WLR
lines, 89,928 WLA lines and 15,982 CPS lines. The share of CPS lines when
taken as a percentage of overall RFTS subscriptions**® (including PSTN, ISDN
and VOB over CATV networks) is approximately 1%. As a percentage of total
indirect access lines (SB-WLR, WLA and CPS)*’, CPS accounts for 3.6%.

These developments are likely to reflect the complementarity at the retail level
between RFVC and RFVA as well as indicating the potential for different call
substitution possibilities for consumers having both a RFTS and MTS.

Increased take-up of bundled retail services

3.55

3.56

A further development in the period since the 2007 Decision has been the growth
in the number of consumers purchasing RFTS as part of a package®® or bundle
containing other services.

As illustrated by Figure 6 below, the two most common types of bundles provided
by FSPs in Ireland are:

e Double play bundles — these typically bundle RFTS with either a broadband
service or Pay TV service.

e Triple play bundles — these typically bundle RFTS with broadband along with
a Pay TV service.

113
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See paragraph 2.2.2 of ComReg’s Quarterly Key Data Report, Q3 2013.

Note that an access path (as opposed to subscriptions) refers to the number of voice channels

available so that, for example, a PSTN line equates to 1 access path, ISDN BRA equated to 2 access
paths and ISDN FRA/PRA equates to between 15 and 30 access paths.
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ComReg Quarterly Key Data Report Q3 2013.

18 There were 1,507,684 RFTS Subscriptions in Q3 2013 — see Figure 2.
7 There were 443,791 indirect access lines in Q3 2013.
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For the purpose of this Consultation, a package is defined as a RFTS combining line rental with a fixed

or unlimited minutes number of ‘free’ minutes included within it for a set price.
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3.57 In addition to these types of double-play and triple-play bundles*'®, quadruple
play bundles (RFTS, broadband, Pay TV and mobile services) have emerged
recently following Eircom’s entry into the Pay TV market coupled with its MTS

services offered through its eMobile brand*%°.

3.58 Figure 6 below (taken from the 2012 Market Research'®) illustrates that 72% of
households with a RFVA purchased it as part of a bundle'?. The most commonly
purchased bundle was RFTS bundled with broadband (46% of all RFVA
subscribers), with the second most common bundle being a triple play product
that bundles RFTS with broadband and Pay TV (15% of all RFVA subscribers).

Figure 6: Prevalence of bundles

Prevalence of bundles

... among consumers with fixed line phone service ... among all consumers
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3.59 More recent data provided to ComReg for the purpose of its Q3 2013 Quarterly
Key Data Report shows that 69% of residential RFTS subscribers purchase the
service as part of broader bundles that can be comprised of various combinations
of Pay TV, broadband, and MTS. In this respect, 45% of all residential RFTS
subscribers purchased the service with broadband, whereas 18% of all residential
RFTS subscribers purchased the service with broadband and Pay TV.

3.60 Figure 7 below also shows the proportion of RFTS purchased on a standalone
basis as opposed to as part of a bundle. Standalone RFTS has fallen from 54.3%
to 38.65% in the period Q1 2010 to Q3 2013. Over the same period RFTS
purchased as part of a bundle has increased from 45.65% to 61.35%.

9 For example, 2 FSPs offer residential mobile services bundled with RFTS, namely Eircom and
Vodafone. Such offerings emerged in Q3 2012 and at Q3 2013, the number of subscriptions stood at

approximately [&< || .

20 Eircom's Pay TV product is called eVision, and is advertised on Eircom's website at
https://www.eircom.net/tv/?pageversion=full

21 The 2012 Market Research, Slide 19.

122 Respondents were asked “Do you buy any of the following services as part of a bundle with your fixed
line voice telephone service?”
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Figure 7: RFTS purchased on a standalone basis and in a bundle
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The 2012 Market Research'® also indicated a high prevalence of businesses
purchasing a RFTS bundled with other products. In this respect, 46% of business
respondents reported purchasing RFTS within a bundle, with 70% of those
bundles being comprised of RFTS and broadband.

More recent data provided to ComReg for the purpose of its Q3 2013 Quarterly
Key Data Report shows that 30% of business RFVA subscriptions are purchased
in a product bundl