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Redacted Information

Please note that this is a non-confidential version of the Consultation. Certain
information within this Consultation has been redacted for reasons of confidentiality,
with such redactions indicated by the symbol <.

Legal Disclaimer

This Consultation is not a binding legal document and does not contain legal,
commercial, financial, technical or other advice. The Commission for Communications
Regulation is not bound by it, nor does it necessarily set out the Commission’s final or
definitive position on particular matters. To the extent that there might be any
inconsistency between the contents of this document and the due exercise by it of its
functions and powers, and the carrying out by it of its duties and the achievement of
relevant objectives under law, such contents are without prejudice to the legal position
of the Commission for Communications Regulation. Inappropriate reliance ought not
therefore to be placed on the contents of this document.
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1 Executive Summary

Overview

1.1

1.2

1.3

1.4

1.5

This consultation paper (‘Consultation’) presents ComReg’s preliminary
views on its analysis of the market(s) for:

o Wholesale local access provided at a fixed location (‘WLA’); and

o Wholesale central access for mass-market products provided at a fixed
location (‘WCA’).

The objective of this review is to examine the extent of competition within the
above wholesale markets. Below, ComReg provides an overview of the main
preliminary conclusions set out in this Consultation.

WLA and WCA services are wholesale inputs ultimately used in the supply of
a range of downstream wholesale and retail services, including (but not limited
to) fixed telephone, broadband internet/connectivity, leased lines and
television (‘TV’) services, to residential and business End Users (‘End Users’).
WLA inputs can also be utilised by Service Providers (‘SP(s)’) to supply
downstream WCA or other wholesale services.

In general, WLA is the connection between the local serving exchange/access
node (the ‘Point of Presence’ or ‘PoP’) and the End User, with this connection
being either provided by the SPs themselves or purchased/rented from
another SP through a wholesale arrangement. In availing of WLA a SP needs
to build or rent backhaul connectivity to the Point of Presence so that traffic
can be carried onto its own network.

The WCA market lies downstream from the WLA market but upstream from
the retail broadband (and other) markets (although WCA services can be used
to support services other than broadband?!). WCA encompasses the rental of
an active broadband connection between an End User’s premises (whether
residential or non-residential) up to an aggregation point higher up in a
network. It therefore, also encompasses backhaul connectivity across the
WCA SP’s network. The stylised illustration in Figure 1 below illustrates the
operation of the WLA and WCA markets and how they are interrelated.

1 For example, products sold in the WCA market can be used to provide Multicast TV services and
Managed VOB services, as well as Bitstream and other services.
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Figure 1: Example of Typical WLA and WCA Provision
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At the wholesale level, Access Seekers? purchase WLA inputs, such as Local
Loop Unbundling (‘LLU’), Virtual Unbundled Local Access ('VULA’) and WCA
inputs such as Bitstream, to provide retail services to End Users (or indeed
wholesale services to other SPs). Using LLU, an Access Seeker takes control
(full control or partial control) of the copper loop between the local exchange
and the End User’s premises. Similarly with VULA, a SP gains control of the
fibre or hybrid copper/fibre path, typically provided from the local exchange or
aggregation node to the End User’s premises. The Access Seeker can then
supply retail services to the End User, or sell wholesale services, such as those
sold in the WCA market, to other Access Seekers.

In this Consultation, ComReg sets out its preliminary views on the definition of
the WLA and WCA markets from both a product and geographic perspective.
ComReg then assesses the extent of competition within each market and,
where a SP is identified as having Significant Market Power (‘SMP’) in a
market, ComReg proposes regulatory obligations that it intends to impose on
such a SP in order to address competition problems that would be likely to
arise absent regulatory intervention.

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 retail End
Users in terms of the increased choice and quality of retail services at more
competitive prices.

Where no SP is identified as having SMP in either the WLA or WCA markets,
ComReg would propose to remove regulatory obligations that may have been
in place.

Arising from the analysis in this Consultation, ComReg has prospectively
identified the following three, separate markets (together the ‘Relevant
Markets’):

2 In general, an Access Seeker is a SP that purchases wholesale services from another SP. In this
Consultation, ComReg refers to operators or undertakings seeking to purchase services in the WLA
and/or WCA Markets as ‘Access Seekers’.
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1.11

1.12

1.13

(a) The Wholesale Local Access Market: Wholesale Local Access
provided at a fixed location, which includes Local Loop Unbundling (LLU),
Line Share and Virtual Unbundled Local Access (VULA) products (the
‘WLA Market’);

(b) The Urban Wholesale Central Access Market: Wholesale Central
Access for mass-market products provided at a fixed location, which
includes Bitstream products provided over a copper only network and
Bitstream products provided over a Fibre to the Cabinet (‘FTTC’)/Fibre to
the Home (‘FTTH’) network (the ‘Urban WCA Market’). Within the Urban
WCA Market ComReg also proposes to include the self-supply of retail
broadband products provided over a Cable Access Television (‘CATV’)
network as well as retail products supplied by SPs who do so using
purchased upstream WLA inputs.

(c) The Regional Wholesale Central Access Market: Wholesale Central
Access for mass-market products provided at a fixed location, which
includes Bitstream products provided over a copper only network and
Bitstream products provided over a FTTC/FTTH (together ‘FTTX’)
network (the ‘Regional WCA Market’). Within the Regional WCA Market
ComReg also proposes to include retail broadband products provided by
SPs who do so using purchased upstream WLA inputs.

Having defined each of the Relevant Markets, ComReg then assesses the
extent of competition within each of these markets in order to identify whether
any SP has SMP. Where SMP is found in a Relevant Market, ComReg
proposes the imposition of regulatory obligations on the proposed SMP SP in
order to address competition problems that would be likely to arise absent
regulatory invention.

In terms of the SMP assessment in the Relevant Markets, ComReg’s
preliminary findings are as follows:

(a) Eircom has SMP in the WLA Market;
(b) No SP has SMP in the Urban WCA Market; and
(c) Eircom has SMP in the Regional WCA Market.

Having identified, on a preliminary basis that Eircom, has SMP in the WLA
Market and Regional WCA Market, ComReg intends to impose a range of
obligations upon Eircom in these respective markets, designed to address an
identified set of competition problems that could occur, absent regulation. In
many cases, ComReg has re-imposed existing obligations that have been
imposed on Eircom to date. However, in order to better address identified
competition problems, ComReg has also proposed some new obligations, as
well as more detailed refinements to existing obligations.

18
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1.14  With respect to the Urban WCA Market, ComReg proposes to withdraw
existing regulatory obligations given its preliminary finding that no SP has
SMP. In this respect, ComReg has proposed that certain existing obligations
would, subject to the implementation of obligations imposed in the WLA
Market, be withdrawn at the date at which ComReg makes its final decision.
The linkage between the proposed withdrawal of regulation in the Urban WCA
Market and the implementation of WLA Market remedies is necessary given
ComReg’s analysis is forward looking and competitive conditions in the Urban
WCA Market which are impacted by proposed WLA obligations. However, in
order to facilitate an orderly transition to de-regulation of the Urban WCA
Market, ComReg has proposed a six month sunset period during which access
to existing Bitstream services® would be maintained at prevailing prices. At the
end of this six month sunset period, these remaining obligations would be
withdrawn.

8 ComReg notes that during this 6 month sunset period Eircom should not be obliged to meet new
requests for WCA inputs on a regulated basis. Eircom is, of course, free to do so on a pre commercial
basis.
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Background to the Reviews

1.15 The WLA and WCA Markets have been identified by the European
Commission (‘EC’) in the 2014 Recommendation* as being susceptible to ex
ante regulation at an EU level®. Prior to the adoption of the 2014
Recommendation, the WLA and WCA markets were broadly identified in a
previous 2007 Recommendation® as the market for Wholesale Physical
Network Infrastructure Access’ (‘WPNIA’) and the market for Wholesale
Broadband Access® (‘WBA’) respectively. To date the WBA and WPNIA
markets have been identified by ComReg as being susceptible to ex ante
regulation and were thus regulated by ComReg pursuant to the 2010 WPNIA
Decision® and the 2011 WBA Decision?°,

1.16  Inthe previous reviews of the WBA and WPNIA markets, it was concluded that
both markets were not effectively competitive and Eircom was designated as
having SMP in each of these markets. Eircom was required, amongst other
things, to provide wholesale access to various broadband products and
services at regulated prices. A number of obligations were subsequently
amended/imposed in the period following the 2010 WPNIA Decision and 2011
WBA Decision.

4 European Commission Recommendation of 9 October 2014 on relevant product and service markets
within the electronic communications sector susceptible to ex ante regulation (the ‘2014
Recommendation’).

5 Corresponding to Markets 3A and 3B in the European Commission’s 2014 Recommendation.

6 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’).

7 Market 4 under the 2007 Recommendation.
8 Market 5 under the 2007 Recommendation.

9 ComReg Document No. 10/39 (ComReg Decision D05/10); Response to Consultation and Decision
Document: Market Review: Wholesale (Physical) Network Infrastructure Access (Market 4); 20 May
2010 (‘2010 WPNIA Decision’).

10 ComReg Document No. 11/49 (ComReg Decision D06/11); Response to Consultation and Decision
Document: Market Review: Wholesale Broadband Access (Market 5); 8 July 2011 (‘2011 WBA
Decision’).
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1.17

1.18

Given the time that has elapsed since ComReg’s previous analysis of the 2010
WPNIA Market and 2011 WBA Market and, having regard to market
developments, including the publication by the EC of the 2014
Recommendation, it is now considered appropriate to carry out a further review
of these markets.

Below, ComReg provides a brief overview of the main preliminary conclusions
set out in this Consultation.

Retail Market

Retail Market Trends and Developments

1.19

1.20

1.21

Since the previous reviews of the WLA and WCA markets (the then WPNIA
and WBA markets) in 2010 and 2011, there have been several notable retalil
developments. These retail trends, amongst others, are discussed in Section
3 of the Consultation, in particular, to the extent that they inform the
subsequent analysis of the WLA and WCA markets. This is in line with the
‘Modified Greenfield Approach’ (MGA’) recommended by the EC.*!

The main SPs operating in the retail broadband market!? in Ireland are Eircom,
Virgin Media, Vodafone, Imagine, Digiweb, Sky and several other alternative
SPs. At the wholesale level, the main operators are Eircom, BT Ireland and
SIRO.

The key developments since the 2010 WPNIA Decision and 2011 WBA
Decision have been:

o Increases in download speeds and traffic on broadband platforms (both
fixed and wireless/mobile platforms);

. Increased retail bundling of services and take up of such services by End
Users relative to the purchases of services on a standalone basis;

o The announcement by the Irish Government of the National Broadband
Plan (‘NBP’) to provide high speed broadband access, largely targeting
rural areas where no broadband services are available commercially;

J The continuing rollout by Eircom of its FTTx network, providing
broadband access with download speeds up to 100Mb/s for FTTC and
1Gbps for FTTH; and

11 See page 8 of the Explanatory Note to the 2014 Recommendation. The Modified Greenfield Approach
begins by looking at the retail market before working up the value chain to the wholesale market. The
analysis of the competitive nature of these markets assumes that no SMP derived regulations are in
place in the market under consideration in order to avoid circularity in the analysis.

12 While ComReg’s analysis focuses on the retail broadband market, WLA and WCA services can be
used to support a broad range of retail services.
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1.22

1.23

1.24

1.25

1.26

o The announcement of the ‘SIRO’ Joint Venture between Vodafone and
ESB to provide broadband access using a FTTH network in certain parts
of Ireland.

There has been a marked decline in copper based broadband subscriptions??,
which have fallen by 26.4% in the years between Q1 2014 and Q1 2016. At
the same time, the number of FTTC based ‘next generation access’ (‘NGA’)
broadband subscriptions'4 have increased by 279%. In October 2014, Eircom
also announced plans to rollout a FTTH network in certain geographic areas,
offering speeds of up to one gigabit. As of August 2016, Eircom’s FTTx network
passed 1.6 million premises.

Virgin Media, which primarily serves residential customers, upgraded its CATV
network to the Data Over Cable Service Interface Specification (‘DOCSIS’) 3.0
standard®® in 2010 such that, as of Q1 2016, it is potentially capable of
providing retail broadband services to approximately 784,400 premises (45%
of the 1.71 million homes in Ireland, 38% of the 2 million premises in Ireland).

Mobile broadband subscriptions have declined since 2014, now accounting for
22.9% of total broadband subscriptions (Q1 2016)¢, down from 28.7% in Q1
2014. Fixed Wireless Access (‘FWA’) based broadband has a 2.5% share of
total broadband subscriptions in Q1 2016 down from 3.4% in Q1 2014. ‘Other
broadband’ (satellite and very localised fibre networks) subscriptions represent
the remaining 0.6% of total broadband subscriptions in Q1 2016.

In terms of market shares, in the presence of existing regulation, Eircom had
a 33.9% share of total fixed broadband subscriptions (excluding mobile
broadband subscriptions) as of Q1 2016, down from 37.3% in Q1 2014, while
Virgin Media had 27.9% of total fixed broadband subscriptions. As of Q1 2016,
Vodafone had 18.4% of fixed broadband subscriptions, Sky Ireland had 10.8%,
and all other SPs combined accounted for the remaining 9% share.

Between Q1 2014 and Q1 2016, advertised broadband download speeds have
grown significantly, with 58.1% of subscribers now using a broadband service
with download speeds >30Mb (up from 37.8% in Q1 2014). Approximately 20%
of broadband subscribers now access broadband services with advertised
download speeds of >100Mb.

13 Using Asynchronous Digital Subscriber Line (‘ADSL’) technologies.

14 Using Very-high-bit-rate Digital Subscriber Line (‘VDSL’) technologies.

15 This standard enables high speed broadband to be delivered over a CATV network.

16 Total broadband subscriptions is the sum of Copper, FTTC, Cable, FWA, Other (Satellite and FTTH)
and Mobile broadband, as used in the ComReg QKDR.
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1.27

1.28

In July 2014, ESB and Vodafone Ireland, announced a fully functioning 50:50
Joint Venture (‘SIRO’), to build an FTTH network across 50 towns, reaching
potentially 500,000 customers, offering download speeds up to one gigabit.
The network is being deployed on ESB's existing overhead and underground
infrastructure. SIRO offers a WLA based service, requiring SPs who wish to
use the SIRO network to build their own backhaul to SIRO’s various PoPs.
Vodafone began offering retail broadband services over the SIRO network in
December 2015 and Digiweb began purchasing services from SIRO in August
2016. As of September 2016, SIROs network has a limited geographic
footprint, although this is expected to grow further in the coming years. In
September 2016, SIRO announced its rollout was gathering pace, with its
network rollout now passing 10,000 premises a month across 17 towns.’

In 2012 the then Department of Communications, Energy and Natural
Resources announced the National Broadband Plan (‘NBP’) to rollout
broadband of speeds greater than 30MB to less densely populated areas of
Ireland. A detailed procurement process is underway with a view to awarding
contracts in 2017 and commencing construction of a high speed broadband
network and the provision of services as soon as possible thereafter's,

Retail Market Definition

1.29

1.30

1.31

In Section 4 of the Consultation, ComReg assesses the retail market for the
purpose of informing the analysis of the upstream WLA Market. While the
objective of this Consultation is to define and analyse competition within the
WLA Market, given wholesale demand for access in the WLA market is largely
driven by retail demand for services, it is necessary to consider the dynamics
of the retail market and whether these dynamics materially impact at a
wholesale level.

For the purposes of examining the retail market in Section 4, ComReg’s
assessment is conducted absent regulation in the WLA and WCA markets, as
appropriate.

Overall, ComReg is of the preliminary view that there is likely to be a single
national market for retail broadband services (the ‘Retail Market’), covering all
broadband speeds, provided over copper, FTTC, FTTH and CATV networks.
ComReg’s preliminary view is that mobile, satellite and FWA broadband do not
fall within the Retail Market having regard to the assessment of a range of
demand-side and supply-side factors.

17 SIRO - http://siro.ie/siro-invest-e40-million-roll-6-new-towns-end-2016/

18 http://www.dcenr.gov.ie/communications/en-ie/Broadband/Pages/National-Broadband-Plan.aspx#.
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Summary of the WLA Market Assessment

Market Definition

1.32

1.33

1.34

In Section 5 of the Consultation ComReg considers the definition of the
relevant WLA market from a product and geographic perspective. This
wholesale analysis is also informed by ComReg’s assessment of the retail
trends and the Retail Market assessment in Sections 3 and 4 of the
Consultation.

Overall, ComReg proposes to define a national WLA Market having regard to
an assessment of demand-side and supply-side constraints as considered in
Section 5, as well as the effectiveness of any indirect constraints emanating
from the Retail Market. ComReg considers that the WLA Market is comprised
of the following:

(a) ‘Current Generation’ (‘CG’) copper based WLA products (being Local
Loop Unbundling (‘LLU’), Line Share (‘LS’) products) and Sub-Loop
Unbundling (‘'SLU’)*?; and

(b) ‘Next Generation’ (‘NG’) FTTx based WLA products (being Virtual
Unbundled Local Access (‘VULA’) products offered over FTTx networks).

ComReg’s preliminary view is that, while there appears to be some differences
in competitive conditions in the WLA Market, on the assessment of direct and
indirect constraints, these are insufficient to warrant the delineation of separate
geographic markets. ComReg therefore proposes to define a single national
market for WLA.

SMP Assessment of the WLA Market

1.35

In Section 5 of this Consultation, ComReg has assessed the current and likely
extent of competition within the WLA Market, absent regulation. This includes
an assessment of the effectiveness of constraints posed by existing
competition, potential competition, as well as any impact of large purchasers
of WLA (countervailing buyer power or ‘CBP’) on the competitive behaviour of
WLA suppliers. ComReg assesses whether, absent regulation, any
undertaking has SMP in the WLA Market.

19 ComReg notes that the obligation to provide SLU is limited to areas which have been identified as
susceptible to form part of a state subsidy scheme, such as the National Broadband Plan.
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1.36

1.37

ComReg’s preliminary view is that Eircom should be designated as having
SMP in the WLA Market. This is due to the consideration of a number of
factors, including its high and stable market share, its control of infrastructure
not easily duplicated, the lack of existing and potential competition and the
absence of effective CBP. Eircom had a market share of almost 100% in Q1
2016, with there being only one other main SP active in the WLA Market,
namely SIRO, with a market share of less than 1%.

As noted above, the NBP contract is expected to be awarded in 2017 with roll-
out commencing thereafter. However, there remains too much uncertainty at
this time regarding the eventual contract award, the successful tenderers and
the timing of the subsequent roll-out to draw any firm conclusions on the
potential impact of the NBP on the WLA Market at this stage.

Competition Problems in the WLA Market

1.38

In Section 7 of the Consultation ComReg identifies potential competition
problems that could arise, absent regulation, from Eircom’s ability and
incentive to exercise market power in the WLA Market (and related markets).
In the absence of regulation in this market, ComReg considers that Eircom
would have the ability and incentive to engage in a range of anti-competitive
behaviours including: denial of access; excessive pricing; margin squeeze and
vertical leveraging behaviours into downstream markets with a view to
negatively impacting the position of its competitors in adjacent markets within
which Eircom also competes.

Remedies in the WLA Market

1.39

1.40

1.41

In order to address these competition problems, in Section 8 of the
Consultation ComReg proposed to impose upon Eircom a range of access,
non-discrimination, transparency, price control/cost accounting and
accounting separation obligations in the WLA Market.

ComReg is of the view that it is reasonable and proportionate to impose upon
Eircom a complete suite of obligations identified in Section 8, given its SMP
position and the competition problems identified in Section 7.

In many cases, ComReg is continuing existing obligations that had been
imposed on Eircom. However, in order to better address identified competition
problems, ComReg has also proposed some new obligations, as well as more
detailed refinements to existing obligations. Some of these existing, new or
amended obligations include:
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o Requirements to make a range of specific WLA products, services and
facilities available to Access Seekers. This includes a more detailed
specification of obligations governing how SPs can more effectively
access Eircom’s Civil Engineering Infrastructure (‘CEl’), including its
ducts and poles, ultimately aimed at promoting the development of more
sustainable and independent competition. Where CEIl is not available,
Eircom is to be required to provide access to Dark Fibre;

o Enhanced requirements with respect to Eircom’s obligation to negotiate
in good faith with Access Seekers concerning Service Level Agreements
(‘SLAS’). Such SLA requirements are also to apply to the provision of
access to the Eircom Unified Gateway;?°

o Specific timelines within which Eircom must respond to an Access Seeker
request for a new product, service or facility or a non-pricing amendment
to an existing product, service or facility;

o Enhanced non-discrimination obligations requiring Eircom to provide
access to pre-ordering, ordering, provisioning, fault reporting and repair
for VUA based WLA (and associated facilities) and CElI on an
Equivalence of Inputs?! (‘Eol’) basis. Other WLA access is to be provided
on an Equivalence of Outputs?? (‘EoQ’) basis;??

o Requirements for Eircom to make available on its publicly available
wholesale website in advance of implementation, information regarding
its NGA roll out plans, and information relating to wholesale products,
services, and facilities such as the expected time for service availability;

20 This is the interface into Eircom’s Operational Support Systems used by Access Seekers in order to
avail of regulated wholesale services.

21 “Equivalence of Inputs” means the provision of products, services, facilities, and information by the
SMP Undertaking to Access Seekers such that such products, services, facilities, and information are
provided to Access Seekers within the same timescales, at the same price, functionality, service and
quality levels and on the same terms and conditions and by means of the same systems and processes
as the SMP Undertaking provides to itself. The systems and processes shall operate in the same way
and with the same degree of reliability and performance as between Access Seekers and the SMP
Undertaking’s provision to itself.

22 “Equivalence of Outputs” means the provision of products, services, facilities, and information by the
SMP Undertaking to Access Seekers such that such products, services, facilities, and information are
provided to Access Seekers in a manner which achieves the same standards in terms of functionality,
price, terms and conditions, service and quality levels as the SMP Undertaking provides to itself, albeit
potentially using different systems and processes.

23 Eol and EoO are explained further in Section 8, paragraph 8.399 to 8.412.
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1.42

1.43

° The continuation of existing cost-orientation obligations with respect to
LLU, Line Share and CEI products, existing obligations not to cause a
margin squeeze and the imposition of a proposed new cost-orientation
obligation for FTTC based VUA products. Existing price control
obligations for FTTH based VUA are maintained. The detailed nature of
the margin squeeze obligations, pricing obligations relating to bundles
and cost orientation obligations for FTTC based VUA are to be set out
and consulted upon in a separate pricing consultation which will issue in
Q4 2016 (the ‘Separate Pricing Consultation’); and

o Enhanced Statement of Compliance requirements which now not only
require Eircom to demonstrate its compliance with its non-discrimination
obligations, but to all other obligations.

The detail of these obligations, which are ultimately designed to ensure
effective competition in downstream retail and wholesale markets, is set out in
Section 8 of the Consultation.

Itis ComReg’s intention that there will be an overlap in the consultation periods
set out in this Consultation and the Separate Pricing Consultation. In any
event, ComReg will provide an opportunity within the Separate Pricing
Consultation for respondents to provide any additional views on the matters to
be set out in this Consultation, having regard to the proposals set out in the
Separate Pricing Consultation. Ultimately, it is intended that the final decisions
arising from this Consultation and the Separate Pricing Consultation would be
made in parallel.

Assessment of Retail Market in the presence of
WLA Regulation

1.44

Having set out the preliminary view that Eircom has SMP in the WLA Market
and having proposed to impose obligations on Eircom in that market, ComReg
now considers the retail broadband market, in the presence of regulation in the
WLA Market, but absent any regulation in the WCA Market (referred to as the
‘Modified Retail Broadband Market’). This assessment is carried out in the
context of the existence of the obligations that ComReg proposes to impose
upon Eircom in the WLA Market.
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1.45

1.46

1.47

Overall, ComReg is of the preliminary view that the Modified Retail Broadband
Market covers all broadband speeds, provided over copper, FTTx and CATV
networks. ComReg’s preliminary view is that mobile, satellte and FWA
broadband do not fall within the Modified Retail Broadband Market having
regard to the assessment of a range of demand-side and supply-side factors.
By virtue of their use of wholesale inputs from the WLA Market, Digiweb
(through both Eircom and SIRO), Magnet, Sky (through BT Ireland) and
Vodafone (through Eircom, BT Ireland and SIRO inputs) can provide retail
broadband services, absent regulation in the WCA Markets.

In relation to the geographic scope of the retail market, based on an
assessment of geographic variation in entry conditions, market shares and
products and pricing, it is ComReg’s preliminary view that it is possible that
there may be two sub-national geographic markets for retail broadband. These
areas are as follows:

. Mostly urban areas where there is a significant presence of alternative
platforms using own network inputs and inputs from the WLA Market; and

. Mostly rural areas where there is typically little or no presence by
alternative networks.

However, ComReg does not conclude on the precise geographic scope of the
Modified Retail Broadband Market, but rather examines the issue of sub-
geographic markets in the upstream WCA Market(s), examined in Section 10
of the Consultation.

Summary of the WCA Market Assessment

Market Definition

1.48

1.49

In Section 10 of the Consultation ComReg considers the definition of the
relevant WCA market from a product and geographic perspective. This
wholesale analysis is also informed by ComReg’s assessment of the retail
trends in Section 3 and of the retail market in the presence of WLA regulation
in Section 9.

ComReg proposes to define the WCA market having regard to an assessment
of demand-side and supply-side constraints considered in Section 10, as well
as the effectiveness of indirect constraints emanating from the retail market.
ComReg considers that the WCA Market is comprised of the following:

(a) wholesale Bitstream WCA based products provided over copper and
FTTx networks, including wholesale Bitstream products provided using
upstream WLA inputs;

(b) the self-supply of WCA based Bitstream by Eircom and BT Ireland,;

(c¢) hypothetical WCA based Bitstream products that may be offered by
SIRO;
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1.50

1.51

1.52

(d) self-supply of CATV retail broadband products offered by Virgin Media in
areas where the Virgin Media network is present; and

(e) self-supply of retail broadband products offered by SPs using WLA
upstream inputs and having a wide spread coverage (such as
Vodafone)?*.

ComReg’s full analysis of the WCA Market from a geographic perspective is
presented in Section 10 and Appendix: 5 of this Consultation document.

ComReg proposes to set out a range of objective and cumulative criteria that
an Exchange Area must meet for consideration as to whether or not there are
differences in competitive conditions compared to other areas. ComReg’s
preliminary view is that there are two separate, distinct geographic markets in
the provision of WCA services. The two geographic markets are:

. the ‘Urban WCA Market’: Exchange Areas where all of the objective
cumulative criteria have been met to indicate the conditions of
competition are sufficiently different from other areas; and

o the ‘Regional WCA Market’: Exchange Areas where the objective
cumulative criteria have not been met.

Together, these markets are referred to as the “WCA Markets”.

SMP Assessment of the WCA Markets

1.53

1.54

In Section 11 of this Consultation, ComReg has assessed the current and likely
extent of competition within the WCA Markets, absent regulation. This includes
an assessment of the effectiveness of constraints posed by existing
competition, potential competition, as well as any impact of large purchasers
of WCA (countervailing buyer power) on the competitive behaviour of WCA
suppliers. ComReg assesses whether, absent regulation, any undertaking has
SMP in the WCA Markets.

ComReg’s preliminary view is that Eircom should be designated as having
SMP in the Regional WCA Market. This is due to factors such as its high and
relatively stable market share (in excess of 80% as at Q1 2016), its control of
infrastructure not easily duplicated, the lack of existing and potential
competition and the absence of effective CBP.

24 We refer to the requirement to have widespread coverage as there are some SPs that use WLA inputs
to self-supply retail services within a very small geographic coverage areas and, it is ComReg’s
preliminary view that such products would not impose an effective indirect constraint upon a HM supplier
of WCA services.
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1.55

In the Urban WCA Market, ComReg’s preliminary view is that no SP is likely
to have SMP (having regard to existing competition and potential competition)
and ComReg has proposed that certain existing obligations would, subject to
the implementation of obligations imposed in the WLA Market, be withdrawn
at the date at which ComReg makes its final decision. The linkage between
the proposed withdrawal regulation in the Urban WCA Market and the
implementation WLA Market remedies is necessary given ComReg’s analysis
is forward looking and competitive conditions in the Urban WCA Market which
are impacted by proposed WLA obligations. However, in order to facilitate an
orderly transition to de-regulation of the Urban WCA Market ComReg has
proposed a six month sunset period during which access to existing Bitstream
services?® would be maintained at prevailing prices. At the end of this six month
sunset period, these remaining obligations would be withdrawn.

Competition Problems in the Regional WCA Market

1.56

In Section 12 of the Consultation ComReg identifies potential competition
problems that could arise, absent regulation, from Eircom’s ability and
incentive to exercise market power in the Regional WCA Market (and related
markets). In the absence of regulation in this market, ComReg considers that
Eircom would have the ability and incentive to engage in a similar range of
anti-competitive behaviours to those set out with respect to the WLA Market.

Remedies in the Regional WCA Market

1.57

1.58

1.59

In order to address the identified competition problems, in Section 13 of the
Consultation ComReg proposes to impose upon Eircom a range of access,
non-discrimination, transparency, price control/cost accounting and
accounting separation obligations in the Regional WCA Market.

ComReg is of the view that it is reasonable and proportionate to impose a
complete suite of obligations identified in Section 13 upon Eircom, given its
proposed SMP position and the competition problems identified in Section 12.
The detail of these obligations, which are ultimately designed to ensure
effective competition in downstream retail and wholesale markets, is set out in
Section 13 of the Consultation.

In many cases, ComReg is continuing existing obligations that have been
imposed on Eircom to date. However, in order to better address identified
competition problems, ComReg has also proposed some new obligations, as
well as more detailed refinements to existing obligations. Some of these new
or amended obligations include:

25 ComReg notes that during this 6 month sunset period Eircom should not be obliged to meet new
requests for WCA inputs on a regulated basis. Eircom is, of course, free to do so on a pre commercial

basis.
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o Requirements to make a range of specific WCA products, services and
facilities available to Access Seekers.

o Enhanced requirements with respect to Eircom’s obligation to negotiate
in good faith with Access Seekers concerning Service Level Agreements
(‘SLAS’). Such SLA requirements are also to apply to the provision of
access to the Eircom Unified Gateway.

o Enhanced non-discrimination obligations requiring Eircom:

(i) to provide provisioning (including pre-provisioning, provisioning,
fault reporting and fault repair) of new access requests from its
downstream arm for CG copper based WCA and its Associated
Facilities, that will be used as an input for the delivery of retail
services to consumers, through the Unified Gateway and in doing
so must provide such services on an Eol basis.

(i)  subject to certain exceptions to provide fault logging for CG copper
based WCA on and Eol basis;

(i) provide pre-ordering, ordering, provisioning fault reporting and
repair for NG FTTx WCA on an Eol basis; and

(iv) Provide WCA access other than the above on an EoO basis.

. Enhanced Statement of Compliance requirements which now not only
require Eircom to demonstrate its compliance with its non-discrimination
obligations, but to all other obligations as well;

o Enhanced requirements relating to product development and associated
timelines; and

. Requirements regarding the cost orientation of CG copper based
Bitstream and NG FTTC based Bitstream as well as obligations not to
cause a margin squeeze. The detailed nature of the margin squeeze
obligations and some of the cost orientation obligations are to be set out
and consulted upon in the Separate Pricing Consultation?®.

Withdrawal of Remedies in the Urban WCA Market

1.60 As noted above and in Section 10 of the Consultation, ComReg’s preliminary
view is that no undertaking is likely to have SMP in the Urban WCA Market.

26 |t is ComReg’s intention that there will be an overlap in the consultation periods set out in this
Consultation and the Separate Pricing Consultation. In any event, ComReg will provide an opportunity
within the Separate Pricing Consultation for respondents to provide any additional views on the matters
to be set out in this Consultation, having regard to the proposals set out in the Separate Pricing
Consultation. Ultimately, it is intended that the final decisions arising from this Consultation and the
Separate Pricing Consultation would be made in parallel.
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1.61

1.62

In the Urban WCA Market, ComReg'’s preliminary view is that no SP is likely
to have SMP (having regard to existing competition and potential competition)
and ComReg has proposed that certain existing obligations would, subject to
the implementation of obligations imposed in the WLA Market, be withdrawn
at the date at which ComReg makes its final decision.

The linkage between the proposed withdrawal regulation in the Urban WCA
Market and the implementation WLA Market remedies is necessary given
ComReg’s analysis is forward looking and competitive conditions in the Urban
WCA Market which are impacted by proposed WLA obligations. However, in
order to facilitate an orderly transition to de-regulation of the Urban WCA
Market, ComReg has proposed a six month sunset period during which access
to existing Bitstream services?’ would be maintained at prevailing prices. At
the end of this six month sunset period, these remaining obligations would be
withdrawn. In this context, a sunset period of 6 months is considered
appropriate, as set out in Section 14 of the Consultation.

Regulatory Impact Assessment (‘RIA’)

1.63 In Section 15 ComReg sets outs its preliminary Regulatory Impact Assessment
for the WLA Market and Regional WCA Market.

Next Steps

1.64 ComReg invites views from interested parties on the issues analysed in this

Consultation, with the procedure and deadline for the submission of responses
set out in paragraph 2.55.

27 ComReg notes that during this 6 month sunset period Eircom should not be obliged to meet new
requests for WCA inputs on a regulated basis. Eircom is, of course, free to do so on a pre commercial

basis.
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2

2.1

2.2

2.3

24

Introduction

This consultation paper (‘Consultation’) presents the preliminary views of the
Commission for Communications Regulation (‘(ComReg’) on its analysis of the
market(s) for:

o Wholesale local access provided at a fixed location (‘WLA’); and

o Wholesale central access for mass-market products provided at a fixed
location (‘WCA’).

These are wholesale inputs that are used by Service Providers (‘SP(s)’) in the
supply of:

o Retail broadband and/or other services (including but not limited to
telephony, television services and leased lines?®) to End Users; and

. Wholesale services to other Service Providers.

The objective of this review is to examine the extent of competition within the
above wholesale markets (together referred to as the ‘Relevant Wholesale
Markets’). In circumstances where such markets are not found to be
effectively competitive due to one or more SP(s) having Significant Market
Power (‘SMP’), the imposition of appropriate regulatory obligations on such
Service Provider(s) would be necessary in order to address identified
competition problems that could arise in the Relevant Wholesale Markets or
related markets, absent regulatory intervention. Similarly, if competition is
found to exist within either of the Relevant Wholesale Markets, then regulatory
intervention would not be warranted in the respective market.

This introductory section of the Consultation describes the following:

(a) A general overview of the WLA and WCA markets (discussed in
paragraphs 2.6 to 2.13 below);

(b) The legal basis and the regulatory framework under which this review
and Consultation is being undertaken (discussed in paragraphs 2.14 to
2.30 below);

(¢) An overview of the previous reviews of the Relevant Wholesale Markets
and why the current review is being undertaken (discussed in paragraphs
2.31 to 2.44 below);

(d) An outline of the information sources relied upon for the analysis set out
in the Consultation (discussed in paragraphs 2.45 to 2.49 below);

28 WLA and WCA inputs can be used by SPs to deliver a broad range of services and hence, the services
identified here are non-exhaustive.
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2.5

(e) The procedure for the Consultation process including timeframes within
which respondents should submit their views, and ComReg’s liaison with
the Competition and Consumer Protection Commission (‘CCPC’)
(discussed in paragraphs 2.50 to 2.57 below); and

(f)  An overview of the structure of the Consultation document (discussed in
paragraph 2.58 below).

Section 1 of the Consultation contains an executive summary of the overall
preliminary conclusions set out in this Consultation. A glossary of terms used
frequently throughout this Consultation is also set out after the Table of
Contents at the front of this Consultation.

What are WLA and WCA?

2.6

2.7

2.8

WLA and WCA services are wholesale inputs used both directly and indirectly
in the supply of a range of downstream wholesale and retail services, including
(but not limited to) fixed telephone, broadband internet/connectivity, leased
lines and television (‘TV’) services, to residential and business End Users
(‘End Users’). WLA inputs can also be utilised by Service Providers to supply
downstream WCA or other wholesale services.

In general, WLA is the connection between the local serving exchange/access
node (Point of Presence) and the End User’s premises, with this connection
being either provided by the Service Providers themselves or
purchased/rented from another Service Provider.

The WCA market lies downstream from the WLA market but upstream from
the retail broadband (and other retail) markets (although WCA services can be
used to support services other than broadband?®) and encompasses the rental
of an active broadband connection between an End User’s premises and an
aggregation point in a network. It therefore, also encompasses backhaul
connectivity across the WCA Service Provider’s network.

29 For example, products sold in the WCA market can be used to provide Multicast TV services and
Managed VOB services, as well as Bitstream services.
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210

2.1

2.12

2.13

At the wholesale level, Service Providers purchase WLA, such as Local Loop
Unbundling (‘LLU’), Virtual Unbundled Local Access (‘'VULA’) and WCA inputs
such as Bitstream, to provide retail services to End Users (or indeed wholesale
services to other Service Providers). Using LLU, an Access Seeker takes
control (full control or partial control) of the copper loop from the local exchange
to the End User’s premises. Similarly, with VULA, a SP gains control of the
fibre path typically provided from the local exchange (or equivalent) to the End
User’s premises. The SP can then supply retail services to the End User, or
sell wholesale services, such as those sold in the WCA market, to Other
Authorised Operators (‘OAOS’).

The WCA market therefore sits between the retail broadband market (and
other retail markets), where End Users buy broadband access, and the WLA
Market (which relates to the access path3® between the End User’'s and a
Service Provider’s network). The WCA market concerns wholesale broadband
products that SPs self-provide on their own networks (or using network inputs
purchased upstream) and sell to other OAOs.

Typically, the point of handover for access in the WLA Market is provided
locally (i.e. when the traffic is handed over at a level closer to the End User).
The point of handover for access in the WCA Market is typically at the national
or regional level, at a higher network level. Furthermore, products in the WLA
Market give the Access Seeker a degree of flexibility in the network control
(e.g. VULA products can be offered at various profiles (download speeds
etc.)), allowing the Access Seeker to differentiate its retail offerings.3! Products
in the WCA Market typically have network elements and ancillary inputs (e.g.
customer premises equipment) that an Access Seeker has little control over.

The WLA Market therefore encompasses access products that enable the
access seekers more flexible control over the access path, while the WCA
Markets encompass access products that provide access seekers with a less
direct and more standardised control over the access path.

Figure 2 below explains the WLA and WCA markets and how they are related.
The WLA market comprises the connection typically between the local
exchange and the End User’s premise, while the WCA market relates to the
full connection from an OAO network to the End User’s premise.

30 Access Path means the connection from the NTU/NTP in the customer’s premises to the Point-of-
Handover. The Points-of-Handover for physical unbundling are the MDF (for Copper) and the ODF (for
fibre) in the exchange/MPoP, and the Point-of-Handover for non-physical unbundling (virtual access) is
the Ethernet Interconnection Link at the serving Aggregation Node for the customer.

31 Further detailed in Section 5.
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Figure 2: Example of Typical WLA and WCA Provision
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Legal Basis and Regulatory Framework

2.14  This market review is being undertaken by ComReg in accordance with the
obligation under the Framework Directive®? (transposed into Irish law as the
Framework Regulations33) that National Regulatory Authorities (‘NRAS’)
should analyse relevant markets taking utmost account of the European
Commission’s (‘EC’s’) 2014 Recommendation3* and the SMP Guidelines®.

2.15 Regulation 26 of the Framework Regulations requires that ComReg, taking the
utmost account of the 2014 Recommendation and of the SMP Guidelines,
define relevant markets appropriate to national circumstances, in accordance
with the principles of competition law.

216 The EC refers in the 2014 Recommendation to WLA as follows:
“Wholesale local access provided at a fixed location™®;

2.17  The Explanatory Note to the 2014 Recommendation is also informative as to
the nature of the WLA market and in this respect notes:

32 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’).

33 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.

34 European Commission Recommendation of 9 October 2014 on relevant product and service markets
within the electronic communications sector susceptible to ex ante regulation (the ‘2014
Recommendation’).

35 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’).

36 Annex to the 2014 Recommendation, Market 3a, page 42 onwards.
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“At present the WLA market primarily consists of physical or passive
access products enabling transmission of internet and related data
services. Copper loop unbundling (LLU) and copper sub-loop
unbundling (SLU) — although on a limited scale — are still the most
relevant access products used throughout the Union.

...It appears appropriate also to include access based on non-physical
or virtual products in the WLA market when they exhibit functionalities

equivalent or comparable to the key features of physical unbundling.”
37

2.18 The EC refers in the 2014 Recommendation to WCA as follows:

“Wholesale central access provided at a fixed location for mass-
market products™®

2.19  The Explanatory Note to the 2014 Recommendation is also informative as to
the nature of the WCA market and in this respect notes:

“WCA access products are typically provided to the access seekers at
a higher and more central layer in the network architecture, and can
be used to provide best-effort retail services to both residential and
non-residential customers. It remains likely that there is a chain of
substitution between copper DSL-based bitstream services and fibre-
based bitstream services provided over FTTH and FTTC/VDSL
networks in the near- to medium-term future.

87 Explanatory Note accompanying the Commission Recommendation on relevant product and service
markets within the electronic communications sector susceptible to ex ante regulation, dated 9.10.2014
(the ‘Explanatory Note to the 2014 Recommendation’), at page 42. The Explanatory Note to the 2014
Recommendation is available at  https://ec.europa.eu/digital-agenda/en/news/explanatory-
noteaccompanying-commission-recommendation-relevant-product-and-service-markets. (the
‘Explanatory Note to the 2014 Recommendation’)

38 Annex to the 2014 Recommendation, Market 3b, page 45 onwards.
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Further on, the question arises whether access provided over other
network platforms should be included in the relevant WCA market. In
this regard, NRAs should assess in particular potential constraints
stemming from CATV and mobile networks (particularly LTE, whose
coverage is expected to increase rapidly in the Union), if retail services
and bundles provided over these infrastructures have been found
substitutable at retail level.”3°

2.20  Prior to the adoption of the 2014 Recommendation, the WLA and WCA
markets were broadly identified in the 2007 Recommendation*® as the market
for Wholesale Physical Network Infrastructure Access*' (‘WPNIA’) and the
market for Wholesale Broadband Access*? (‘WBA’) respectively. To date the
WBA and WPNIA markets have been identified by ComReg as being
susceptible to ex ante regulation and were thus regulated by ComReg
pursuant to the 2010 WPNIA Decision*® and the 2011 WBA Decision**. Given
that the 2007 Recommendation has been replaced by the 2014
Recommendation, itis the latter, which is now applicable for this current market
review.

39 Explanatory Note accompanying the Commission Recommendation on relevant product and service
markets within the electronic communications sector susceptible to ex ante regulation, dated 9.10.2014
(the ‘Explanatory Note to the 2014 Recommendation’), at page 45. The Explanatory Note to the 2014
Recommendation is available at  https://ec.europa.eu/digital-agenda/en/news/explanatory-
noteaccompanying-commission-recommendation-relevant-product-and-service-markets.

40 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’).

41 Market 4 under the 2007 Recommendation.
42 Market 5 under the 2007 Recommendation.

48 Response to Consultation and Decision Document entitled “Wholesale (Physical) Network
Infrastructure Access (Market 4)” (Document No.10/39). (the ‘2010 WPNIA Decision’)

44 ComReg Document No 11/49 (ComReg Decision D06/11); Response to Consultation and Decision
Document: Market Review: Wholesale Broadband Access (Market 5); 8 July 2011. (the ‘2011 WBA
Decision’)
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2.21

2.22

2.23

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.

In line with the “Modified Greenfield Approach” (‘MGA’) set out in the
Explanatory Note to the 2014 Recommendation*®>, ComReg’s assessment of
a market starts from the assumption that SMP regulation is not present in the
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 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.

Given that ComReg is analysing both the WLA Market and the WCA Market in
this Consultation, it adopts the following approach with respect to the
application of the MGA. The WCA Market is effectively a central access
market, where access products are typically provided to the Access Seekers
at a higher and more central layer in the network architecture. WCA is used in
the supply of a range of best-effort services, including (but not limited to)
broadband, telephony, and television services, to both residential and non-
residential customers. The WCA market lies downstream from the WLA market
but is, nonetheless, a wholesale market. In analysing the WLA market and
applying the MGA, ComReg first examines the WLA market assuming
regulation is absent in this and downstream markets (and related retail
markets). ComReg’s subsequent examination of the WCA market takes place
having regard to the impact of any regulation imposed in the WLA market, but
absent regulation in the WCA market.

45 The Explanatory Note to the 2014 Recommendation (page 13).
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2.24

2.25

2.26

2.27

2.28

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

o be based on the nature of the problem identified;

o be proportionate and justified in the light of the objectives laid down in
Section 12 of the Communications Regulation Act 2002 (as amended)*’,
and Regulation 16 of the Framework Regulations; and

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

Section 12(1)(a) of the Communications Regulation Act 2002 (as amended)
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:

J to promote competition;
. to contribute to the development of the internal market; and
o 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 EC, 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 Wholesale Markets in
accordance, where appropriate, after consulting with the CCPC under section
34 or 47(G) of the Competition Act 2002 (as amended)*.

Overall, in preparing this Consultation, ComReg has taken account of its
functions and objectives under the Communications Regulation Act 2002 (as
amended), in addition to requirements under the Framework Regulations and
the Access Regulations.

46 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”.

47 Communications Regulation Act 2002 (No. 20 of 2002), as amended (the ‘Communications
Regulation Act 2002 (as amended)’).

48 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.

49 Competition Act 2002 (No. 14 of 2002), as amended (the ‘Competition Act 2002 (as amended)’).
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2.29 The analysis undertaken in this Consultation also takes the utmost account of,
inter alia, the following documents:

o The 2014 Recommendation and the Explanatory Note to the 2014
Recommendation on relevant product and service markets susceptible
to ex ante regulation within the electronic communications sector;

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

o The 2005 Accounting Separation and Cost Accounting
Recommendation®?;

. The 2010 NGA Recommendation®!; and
o The 2013 Non-Discrimination Recommendation.>2
2.30 ComReg also takes utmost account of:

. The EC Notice on Market Definition®® for the purposes of community
competition law;

e  Any relevant common positions adopted by BEREC®%; and

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

50 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’).

51 European Commission Recommendation of 20 September 2010 on regulated access to Next
Generation Access Networks (NGA) (2010/572/EU) (the ‘2010 NGA Recommendation’).

52 European Commission Recommendation of 11 September 2013 on consistent non-discrimination
obligations and costing methodologies to promote competition and enhance the broadband investment
environment (2013/466/EU) (the ‘2013 Non-Discrimination Recommendation’).

53 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.

54 BEREC “Common Position on Best Practice in Remedies on the market for Wholesale Broadband
Access (including Bitstream Access) imposed as a consequence of a position of Significant Market
Power in the Relevant Market” BoR (12) 128, 08.12.2012.

BEREC “Common Position on Geographic Aspects of Market Analysis”, BoR (14) 73, 05.06.2014.
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Previous Review of the WLA and WCA Markets

Previous Review of the WLA Market

2.31 ComReg’'s 2010 WPNIA Decision identified a national WPNIA Market (now the
WLA market®®) consisting of:

o Wholesale physical network infrastructure access products provided over
current generation copper only network®® infrastructure and its
associated facilities at a fixed location;

o Wholesale physical network infrastructure access products provided over
next generation fibre network infrastructure and its associated facilities at
a fixed location; and

. Self-supplied physical network infrastructure access, where certain
conditions are satisfied. The self-provision of network access by Eircom
Limited (‘Eircom’) fell within the scope of the WPNIA product market.

2.32 ComReg assessed competition within the WPNIA market and concluded that
the WPNIA Market was not effectively competitive, and was unlikely to become
competitive over the lifetime of the market review. ComReg thus designated
Eircom with SMP in the WPNIA Market.

2.33 ComReg adopted a differentiated approach in imposing remedies on Eircom
in relation to next generation access (‘NGA’) WPNIA (fibre infrastructure and
associated facilities) and current generation access (‘CGA’) WPNIA (copper
infrastructure and associated facilities). In this respect, ComReg imposed
detailed remedies with respect to CGA WPNIA and high-level remedies for
NGA WPNIA, with further NGA WPNIA remedies subsequently specified in the
2013 NGA Decision®’.

55 As considered and renamed by the EC in its 2014 Recommendation.

56 In this Consultation, where ComReg refers to a copper network or a copper only network, it is referring
to a network that does not include fibre in the access path (i.e. a network which has exclusively copper
in the access path). A copper network is typically used to supply, amongst other things, ADSL and
ADSL2+ based broadband services. Eircom’s legacy copper based network is an example of a copper
only network.

57 ComReg Decision D03/13, Document number 13/11, dated 31/01/2013 (the ‘2013 NGA Decision’).
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Previous Review of the WCA (formerly WBA) Market

2.34

2.35

2.36

ComReg’s 2011 WBA Decision identified a national WBA Market (now the
WCA market®®) consisting of WBA products provided over current and next
generation infrastructure. ComReg also concluded that the WBA market
included WBA supplied by a WPNIA purchaser®®. The WBA market included
the following products/services:

o Bitstream (both current and next generation access);
e  Virtual Unbundled Access (‘'VUA’)®,

The geographic scope of the retail broadband market was considered national,
with ComReg designating Eircom with SMP in the WBA market.

The 2011 WBA Decision imposed a number of regulatory remedies to both
current generation and next generation®® WBA services. ComReg further
specified remedies relating to NGA products and services provided in the WBA
Market in the 2013 NGA Decision.

Current Review of the WLA and WCA Markets

2.37

2.38

2.39

Given the time that has elapsed since the previous analyses of these markets
and, having regard to market developments, including the publication of the
2014 Recommendation, it is now considered appropriate to review these
markets.

To inform these market reviews, ComReg has obtained qualitative and
guantitative information from Service Providers through a series of formal and
informal information requests, as well as follow-up clarifications through
meetings or correspondence where appropriate.

The above information 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’ or ‘QKDR’)®2
or its ongoing regulatory activities.

58 As considered and renamed by the EC in its 2014 Recommendation.

59 At the time of the 2011 WBA Decision, BT Ireland was the only purchaser of WPNIA to supply
downstream WBA services.

60 In the 2013 NGA Decision, ComReg concluded that Eircom’s VUA product was contained in the WBA
Market (as defined in the 2011 WBA Decision).

61 ComReg imposed only high level NGA WBA remedies in the 2011 Decision.

62 The most recently published Quarterly Report is the Irish Communications Market Quarterly Key Data
Report, Data as of Q1 2016, ComReg Document 16/17, 10 March 2016.
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2.40

2.41

2.42

2.43

2.44

ComReg has also reviewed, in detail, the experience of regulating wholesale
broadband markets in other European jurisdictions, and has carefully analysed
guidance available from the EC, BEREC and other relevant commentators
before arriving at its preliminary views in this Consultation.

ComReg has also carried out market research (conducted via surveys carried
out by RedC Research & Marketing) to inform its understanding of End User
attitudes/behaviours in the retail broadband (and related) markets. Two
surveys were undertaken, a survey of End Users (the ‘2014 Consumer
Market Research’) and a survey of businesses (the ‘2014 Business Market
Research’). These surveys are being published by ComReg alongside this
Consultation at Appendix: 1 and are summarised in Appendix: 2. Collectively
these two surveys are referred to throughout this Consultation as the
‘WLA/WCA Market Research’®s.

In addition, ComReg commissioned market research (conducted via surveys
carried out by RedC Research & Marketing) in 2015 to gain insights into
developments in the telecommunications and broadcasting sectors. The ‘2015
Consumer ICT Survey’® and ‘2015 Business ICT Survey’®> (collectively
referred to as the ‘2015 ICT Surveys’) were published by ComReg in
November 2015.

ComReg is mindful that such surveys, while a useful practical means of
gathering information on End User preferences/behaviours, need to be
interpreted with care and that stated preferences of survey respondents can
overestimate what they will actually do in practice (known as ‘stated preference
bias’).

Therefore, ComReg does not solely or overly rely on the WLA/WCA Market
Research or the 2015 ICT Surveys in forming its preliminary conclusions as
set out in this Consultation. ComReg considers all the information available to
it at the time of publishing this Consultation.

Information sources relied upon

2.45

In conducting its analysis, ComReg has drawn on data from a number of
sources, including:

63 The WLA/WCA Market Research is set out in Appendix: 2 of this Consultation.

64 See ‘Consumer ICT Survey (the ‘2015 Consumer ICT Survey’), ComReg Document 15/123a.
Available here- http://www.comreg.ie/_fileupload/publications/ComReg15123a.pdf.

65 See ‘Business ICT Survey’ (the 2015 Business ICT Survey’), ComReg Document 15/123b. Available
here- http://www.comreg.ie/ fileupload/publications/ComReg15123b.pdf.
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2.46

(a) The WLA/WCA Market Research. This included attitudinal surveys of
retail users of broadband and other services. This research is being
published alongside this Consultation in Appendix: 1;

(b) Information provided by Service Providers in response to detailed
statutory information requirements®® issued by ComReg in which both
guantitative and qualitative information on the retail broadband market,
other markets and the Relevant Wholesale Markets was sought
(‘Statutory Information Requirements’ or ‘SIRS’);

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

(d) Information provided to ComReg by Service Providers for the purpose of
its Quarterly Key Data Reports (‘QKDR’); and

(e) Other information in the public domain.

The WLA/WCA Market Research referred to in paragraph 2.45 above was
undertaken by ComReg to inform its WLA and WCA market reviews and
examined residential and business attitudes to various issues related to the
provision of broadband (and other) services. The fieldwork supporting the
WLA/WCA Market Research took place in the period 27 October 2014 to 5
December 2014 with the results finalised and provided to ComReg in February
2015. As part of the WLA/MWCA Market Research, 1,800 residential
households were surveyed through face-to face interviews, and 1,000 SME’s
and 100 Corporates 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:

o Importance placed by End Users on ownership and usage of particular
technologies;

. The impact of high speed broadband and the roll out of next generation
broadband;

o Willingness of End Users to switch between communications providers
and technologies;

o Attitudes to, and actual reactions to, hypothetical changes in the price of
telecommunications services; and

66 Pursuant to its powers under section 13D(1) of the Communications Regulation Act 2002 (as
amended), ComReg issued a series of Statutory Information Requirements to Service Providers in
February 2015, September 2015 and February 2016.
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2.47

248

2.49

o The importance of bundled services offers for residential customers and
the value that different services may hold within a bundle and in the
purchasing decision of residential customers (e.g. TV services).

ComReg refers to the outputs from the WLA/WCA 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 WLA/WCA 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 QKDR and in response to Statutory
Information Requirements.

As highlighted later 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, including respondents’ views, into account when
issuing its final decision.

Liaison with Competition and Consumer
Protection Commission

2.50

In accordance with Regulation 27(1) of the Framework Regulations, ComReg
will consult with the Competition and Consumer Protection Commission on the
Relevant Wholesale 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 and Consumer Protection Commission informed throughout the
conduct of this market analysis process.

Consultation Process

2.51

2.52

2.53

As noted above, the purpose of this Consultation is to set out ComReg’s
preliminary views on its analysis of the Relevant Wholesale Markets (including
product and geographic definition, competition analysis and remedies, as
appropriate).

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. Respondents should submit views
in accordance with the instructions set out below.
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2.54

2.55

2.56

2.57

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.” Similarly, any
correspondence received by ComReg from SPs in the course of the
consultation process will also be published. Respondents should ensure
that a non-confidential version of their response is also provided by the
closing date set out below. Confidential elements of responses must be
clearly marked as such and be set out in a separate document which
must also be provided to ComReg by the closing date set out below.

All responses should be sent by post, facsimile or email to the address below
to arrive on or before 17:00 on 30 January 2017. ComReg is providing an
eleven (11) week period® within which interested parties can respond.
Responses should be clearly marked for the attention of:

Graeme O’Meara

Commission for Communications Regulation
Irish Life Centre

Abbey Court

Blocks D, E & F

Lower Abbey Street

Dublin 1

Ireland

Ph: +353-1-804 9642

Email: graeme.omeara@comreg.ie

In submitting comments, respondents are requested to provide a copy of their
submissions in an unprotected electronic format in order to facilitate their
subsequent publication by ComReg.

This is a non-confidential version of the Consultation. Certain information
within the Consultation has been redacted for reasons of confidentiality, with
such redactions indicated by the symbol <. Should an individual SP wish to
review its own redacted information, it should make a request for such in
writing to ComReg (to the person identified in paragraph 2.55 above) and
indicate, where possible, the specific paragraph numbers within which the
redacted information being requested is contained. ComReg will consider
requests for redacted information and will, subject to the protection of
confidential information, respond accordingly.

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

68 ComReg notes that this period includes the Christmas holiday period, and has taken account of this
when setting the consultation period.
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Structure of this Consultation

2.58

The remainder of this Consultation is structured as follows:

Section 3 gives an overview of trends and developments in the retail
markets, including changes in usage and consumption;

Section 4 presents an assessment of the retail market, including defining
the retail product market and the geographic scope of the retail market;

Section 5 assesses the Wholesale Local Access (WLA) market by
defining the WLA product and geographic market;

Section 6 presents an assessment of competition in the WLA Market and
examines whether any operator in the WLA Market has Significant
Market Power (SMP);

Section 7 outlines the competition problems that can arise in the WLA
market absent regulation, when there is an operator with SMP, including
exploitative practices, leveraging and exclusionary practices;

Section 8 presents the proposed remedies for the WLA market;

Section 9 gives an assessment of the retail broadband market in the
presence of regulation in the upstream WLA Market;

Section 10 assesses the Wholesale Central Access (WCA) market by
defining the product market and geographic markets (the geographic
analysis is outlined in more detail in Appendix: 5);

Section 11 presents an assessment of competition within the WCA
Markets and determines whether any SP(s) in the WCA Markets has
SMP;

Section 12 outlines the competition problems that can arise in the
Regional WCA Market, absent regulation;

Section 13 describes the proposed remedies for the Regional WCA
market;

Section 14 describes the withdrawal of remedies in the Urban WCA
market;

Section 15 presents a Regulatory Impact Assessment (RIA) of the
proposed regulation on the WLA and WCA Markets respectively; and

Section 16 outlines the next steps involved in bringing the findings of this
Consultation to a Decision stage following the responses from
stakeholders, and the dates for when these responses are due.
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2.99

There are also a number of Appendices to the Consultation document, which
give additional supporting analysis and in some cases outline the approach
and findings in more detail, where they have been condensed for reasons of
brevity in the main text.

Appendix: 1 contains the WLA/WCA Market Research, undertaken by
RedC Research on behalf of ComReg;

Appendix: 2 gives a summary of the key findings from the WLA/WCA
Market Research;

Appendix: 3 outlines the Chain of Substitution analysis (discussed in
Section 4);

Appendix: 4 outlines the pricing of retail broadband products that use
LLU/VUA inputs, which is the basis for the Assessment of Indirect
Constraints in Section 5;

Appendix: 5 presents the WCA geographic market assessment (as
discussed in Section 10);

Appendix: 6 describes the boundaries of the WCA Markets;

Appendix: 7 outlines the computation of the Critical Loss Test
(discussed in Section 5 and Section 10);

Appendix: 8 contains the WIK CATV report for ComReg;

Appendix: 9 contains the WIK GPON and TWDM GPON report for
ComReg;

Appendix: 10 contains the Cartesian Report for ComReg;

Appendix: 11 outlines the remaining SMP criteria, which ComReg
consider are not relevant to the current assessment of SMP;

Appendix: 12 contains details on the proposed scope of the Civil
Engineering Infrastructure Access remedy;

Appendix: 13 contains the questions set out in this Consultation;

Appendix: 14 outlines the draft decision instrument for the WLA market;
and

Appendix 15 outlines the draft decision instrument for the Regional WCA
market.
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3 Retall Market Trends and
Developments

In order to inform ComReg’s subsequent analysis of the Relevant Wholesale
Markets, ComReg first reviews recent retail trends in the supply and demand
of broadband and other retail services in Ireland. In this respect, ComReg
notes that demand for WLA and WCA is ultimately derived from downstream
End User demand for a range of services that can be provided over WLA and
WCA inputs and retail trends and developments are, therefore, potentially
informative when subsequently analysing the WLA and WCA market(s). In this
section, ComReg has identified a number of key trends which are examined
under the following general headings:

3.1

(@)

(b)
(c)

(d)

(e)

(f)

(9)

Relationship between WLA, WCA and Retail Markets (discussed in
paragraphs 3.2 to 3.8 below);

Retail Service Providers (discussed in paragraphs 3.11 to 3.12 below);

Broadband subscriptions by network platform, type and speed
(discussed in paragraphs 3.13 to 3.28 below);

Broadband traffic growth patterns (discussed in paragraphs 3.29 to 3.35
below);

Increased take-up of bundled retail services (discussed in paragraphs
3.36 to 3.39 below);

Telephony and other retail services (discussed in paragraphs 3.40 to 3.42
below); and

NGA rollout by operators (discussed in paragraphs 3.43 to 3.46 below).
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Relationship between WLA, WCA and Retall
Markets

3.2 WLA is passive or active access® over the ‘last mile’ (whether copper or fibre
infrastructure), typically between the local exchange and the End User. WLA
is acquired upstream and encompasses “access products enabling the Access
Seekers greater and more flexible control over the access lines”.”® Products
offered in the WLA market include physical services and, in certain
circumstances, can include virtual unbundled local access (‘'VULA’) services.

3.3 SPs purchasing WLA products do so to enable them to provide a range of
downstream (wholesale and retail) services. At the retail level these can
include (but are not limited to) broadband, leased lines”, television and
telephony (traditional PSTN? telephony or Managed VolP/VOB3) services. At
the wholesale level, WLA can enable a Service Provider to offer WCA services
(downstream from the WLA market) to other Service Providers who in turn use
these inputs to provide retail services to End Users. ComReg also considers
that WLA services (e.g. duct and pole access) can also be used to provide
access and services in other downstream markets, e.g. the Wholesale High
Quiality Access (WHQA) Market.”

69 Active access is more commonly known as Virtual Unbundled Local Access (‘VULA’), whereby SPs
are provided with access to a wholesale supplier's network through a virtual connection giving them a
defined link to their customers, with substantial control over that link.

70 Explanatory Note to the 2014 Recommendation, at page 42.
L WLA products are used in the supply of Ethernet First Mile (‘EFM’) leased lines services.
72 Public Switched Telephone Network.

73 Managed Voice over Internet Protocol (‘Managed VolP’) services are provided by a SP who has
control over the broadband connection to the End User and can ensure reliability and quality of service.
Managed Voice over Broadband (‘Managed VOB’) means VOIP provided by a SP either directly using
its own network, or indirectly by renting the access path from a third party.

74 See Market Review: Wholesale High Quality Access at a Fixed Location, Consultation, ComReg
Document 16/69, August 2016 (‘WHQA Market Review Consultation’). See paragraphs 4.9 to 4.57 for
the assessment in a retail context.
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3.4

3.5

3.6

WCA is a non-physical wholesale input used in the provision of a range of retalil
products, which are typically used by End Users for accessing broadband, TV
and telephony services. It encompasses “access products enabling Access
Seekers a less direct and more standardized control over the access line”.”
Services provided in the WCA market are commonly referred to as ‘Bitstream’
services. WCA ‘Bitstream’ services typically include access to capacity over
an SP’s current generation (typically copper) or next generation (typically fibre
or copper/fibre hybrid) network, the use of broadband equipment and some
element of backhaul and handover. The Access Seeker puts in place their own
marketing and advertising, sales and billing arrangements while the SP
providing the WCA product repairs and maintains the wholesale service from
the End Users’ premises up to the handover point at the regional or national
point of presence (‘PoP’).

Figure 3 below gives a typical example of WLA and WCA Provision.
Figure 3: Example of Typical WLA and WCA Provision

Wholesale Local Access
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i
|_EEI Copper/fibre @ copper/fibre Backhaul
Premises Street cabinet Fibre

Wholesale Central Access

~

)

Figure 4 explains the link between the retail market and WCA and WLA Market,
where WLA is the furthest upstream market. WLA is further upstream than
WCA because Access Seekers are required to build infrastructure deeper (i.e.
closer to the End User) and thereby obtain greater control over the line, in
order to avail of the WLA service. In other words, the further upstream the
purchaser of wholesale inputs goes, the more control they have over the
connection to the premise and the deeper the level of infrastructure build
required. An Access Seeker using WLA products can supply its own retail
services and can also provide WCA products to another operator.

75 European Commission Explanatory Note to the 2014 Recommendation, page 42.
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Figure 4: Relationship between WLA, WCA and Retail
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3.7

3.8

3.9

3.10

This market review focuses on WLA and WCA as upstream inputs into the
provision of retail broadband and other retail services as well as for the
provision of WCA services. Competition in retail markets depends on SPs
offering services either using their own infrastructure, or purchasing wholesale
inputs provided by another SP in the WCA and/or WLA Markets.

The stylised illustrations in Figure 576 and Figure 677 give an overview of
Eircom’s network. The network has two main parts - the core network and the
local access network. The core network connects all regions together and is a
nationwide piece of infrastructure. The local access network connects End
Users to the core network entry point. Eircom’s local access network typically
consists of exchanges, street cabinets, distribution points, ducts, pole,
chambers, cables and network termination points.

Access paths necessary to provide End User services can be installed into
ducts that can either run all the way to the End User’s premises or terminate
at a pole, where the ‘last drop’ is made using an overhead cable.

Alternatively, access paths necessary to provide End User services can use a
combination of duct and pole, or dedicated aerial route facilitated by poles.

76 In the case of Figure 5, the MPoP is not housed at the nearest serving exchange to the End User.

7 In the case of Figure 6, the MPoP is housed at the nearest serving exchange to the End User.
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Figure 5: Stylised Illustration of Eircom’s Network
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Figure 6: Stylised lllustration of Eircom’s Network — MPOP at Exchange
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Retail Service Providers using WLA, WCA and
own network inputs

3.1

There are currently several active SPs of retail services (using wholesale WLA
and WCA inputs) in Ireland. These SPs differ in terms of the products they
supply, their relative size, the technology/service platforms they use to supply
services and the geographic coverage of their networks/services. For the
purposes of the analysis in this Consultation, SPs can be broadly categorised
into four 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 SPs’8:

(a) Independent providers: these operators provide retail services
predominantly using their own network and associated infrastructure and
hence are not reliant on the use of wholesale inputs provided by other
SPs when offering retail services. Examples of such operators currently
include Eircom™ and Virgin Media Ireland Limited (‘Virgin Media’,
previously UPC Ireland)®°.

(b) WLA purchasers: these operators purchase wholesale inputs in the
WLA market and use them to provide products in the downstream
wholesale markets and/or retail markets. These operators typically have
physical infrastructure of their own and use inputs in the WLA market (to
a varying degree) to provide downstream services. Examples of SPs
currently purchasing products in the WLA market include BT Ireland
Communications Ireland Ltd (‘BT Ireland’)®!, Magnet Networks Ltd
(‘Magnet’)®? and Vodafone Ireland Ltd (‘Vodafone’)83.

(c) WCA purchasers: these operators purchase wholesale inputs in the
WCA Market and use them to provide products in the retail markets.
These operators typically have limited network infrastructure of their own
and depend on services provided by Independent providers and WLA
purchasers to provide retail services to End Users. Examples include
British Sky Broadcasting Limited (‘Sky’)®*.

8 Please note that the Service Providers listed in this section are not intended as an exhaustive list of
all active suppliers in Ireland at present but are rather included as examples of the principal suppliers.

7 Further information is available at http://www.eir.ie/

80 Further information is available at http://www.virginmedia.ie/

81 Further information is available at http://www.btirelandwholesale.com/

82 Further information is available at http://www.magnet.ie/

83 Further information is available at http://www.vodafone.ie/

84 Further information is available at http://www.sky.com/ireland/
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(d) Resale broadband providers: these operators’ services do not involve
the use of their own physical network or services directly purchased in
the WLA and WCA Markets. These operators purchase products from a
third party provider (typically an Independent provider) and resell
services under its own brand in the retail market.

3.12  These Service Providers (and others) above offer a range of retail services,
using wholesale inputs from the WLA and WCA markets, as well as their own

network inputs.
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Broadband Subscribers by Network Platform,
Type and Speed

3.13

Figure 7 below illustrates the breakdown by type of broadband subscription in
the Irish market since Q1 2012. As of Q1 2016, 52.4% of subscribers received
their broadband service over the CGA® and NGA® xDSL platforms®’. A
further 22.9% received broadband services over a mobile network using a
dongle or MiFi device (typically offered by Mobile Service Providers®®) and
21.6% received broadband services over Virgin Media’s (previously UPC
Ireland) DOCSIS 3 CATV network.®® The remaining subscribers accessed
services using satellite or fixed wireless networks.

Figure 7: Broadband Subscriptions by Platform
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85 Current Generation Access (‘CGA’) is typically provided over a copper only network.

86 Next Generation Access (‘'NGA') is typically provided over a fibre or fibre/copper hybrid network.

87 These platforms include ADSL, ADSL 2+ and VDSL.

88 These include eMobile and Meteor (both owned by Eircom Limited), Three Ireland, and Vodafone.
89 Data Over Cable Service Interface Specification (‘(DOCSIS’) 3.0 Cable Access Television (‘CATV).
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3.14

3.15

3.16

Subscribers using a broadband service provided over a Copper Network®
accounted for the largest share of total broadband subscriptions®! (29.5%) in
Q1 2016, but its share has decreased by 26.4% since Q1 2014. Subscribers
using a broadband service provided over a Fibre to the Cabinet (‘FTTC’) NGA
Network accounted for 22.9% of total broadband subscriptions in Q1 2016, up
from 14% in Q1 2015. Between Q1 of 2015 and Q1 of 2016, FTTC Network
based subscriptions increased by 64%.

Mobile broadband subscriptions have declined since 2014, now accounting for
22.9% of total broadband subscriptions (Q1 2016)°?, down from 28.7% in Q1
2014. Virgin Media’'s CATV network has a 21.6% share of total broadband
subscriptions, which has remained relatively static in the year to Q1 2016.
Fixed Wireless Access (‘FWA’) has a 2.5% share of total broadband
subscriptions down from 3.4% in Q1 2014. ‘Other’ (satellite/very localised fibre
network) broadband subscriptions represent the remaining 0.6% of total
broadband subscriptions in Q1 2016. Satellite subscriptions amounted to
5,523 subscriptions, while FTTH subscriptions totalled 4,564.

Overall, the most significant trend is the decline in broadband subscriptions
provided over DSL (copper wire) which have fallen by 3.9% since Q4 2015 and
by 26.4% between Q1 2014 and Q1 2016. At the same time, the number of
subscriptions on VDSL (Next Generation Access) have increased by 279%.

9 In this Consultation, where ComReg refers to a Copper Network or a copper only network, it is referring
to a network that does not include fibre in the access path (i.e. a network which has exclusively copper
in the access path). A copper network is typically used to supply, amongst other things, ADSL and
ADSL2+ based broadband services. Eircom’s legacy copper based network is an example of a copper
only network.

91 Total broadband subscriptions is the sum of Copper, FTTC, Cable, FWA, Other (Satellite and FTTH)
and Mobile broadband, as used in the ComReg QKDR.

92 Total broadband subscriptions is the sum of Copper, FTTC, Cable, FWA, Other (Satellite and FTTH)
and Mobile broadband, as used in the ComReg QKDR.
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Market Shares of SPs providing Broadband services

3.17  Figure 8 below provides the market shares of fixed broadband operators by
number of subscriptions (provided over DSL®, VDSL®4, DOCSIS cable
modem, FWA?®, satellite and fibre). Operators with a market share of 2% or
more are shown in the chart below. All those operators with less than 2% of
total fixed broadband subscriptions are grouped together under the heading
‘OAOs™®,

Figure 8: Subscription Market Share of Fixed Broadband Market
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Source: ComReg Quarterly Key Data Report Q1 2016

93 DSL refers to a digital subscriber line, the means by which broadband speeds (i.e. in excess of 144k
downstream) are delivered over the copper telecoms network.

94 VDSL refers to very-high-bit-rate digital subscriber line. These lines are typically utilised in the
provision of next generation broadband services.

9 FWA or Fixed Wireless Access is broadband access that uses wireless technology to provide services
at a fixed location.

9% Access Seeker refers to Other Authorised Operator.

59



WLA/WCA Market Review ComReg 16/96

3.18

3.19

3.20

3.21

3.22

Eircom, a vertically integrated Independent SP, is currently the largest SP of
WLA and WCA services 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 also
operates a Next Generation Access (‘NGA’) network, which is likely to
ultimately replace Eircom’s narrowband network in areas where it is
economically viable for it to do so. These narrowband and NGA networks are
used by Eircom to provide a range of services, including fixed phone,
broadband, TV and leased lines services, to business and residential
customers.

Eircom is also the largest retail provider of broadband services and as of Q1
2016, had 33.9% of total fixed broadband subscriptions, down from 37.3% in
Q1 2014°. In Q1 2016, Eircom had 447,678 retail broadband subscriptions,
made up of 368,326 residential End Users and 79,352 non-
residential/business End Users.

In 2008, Eircom began providing a ‘White Label Broadband’ service. White
Label Broadband allows other SPs to purchase managed ‘'end-to-end'
broadband access, allowing SPs to avail of broadband products without the
need for any significant investment in network infrastructure. SPs purchasing
White Label Broadband fall into the “Resale provider” category identified in
paragraph 3.11(d) above.

Virgin Media, the cable TV and broadband provider, which is categorised as
an Independent SP%, has 27.9% of total fixed broadband subscriptions. Virgin
Media upgraded its CATV network to the DOCSIS 3.0 standard®® in 2010 such
that, as of Q1 2016, it is potentially capable of providing retail broadband
services to approximately 784,400 premises.1°

‘Imagine’ and ‘Digiweb’ are the two largest suppliers of broadband access
using a FWA network in Ireland. A number of smaller, mostly regional,
providers also provide services using a FWA network. FWA services appear
to be more frequently used in rural areas, where fixed CGA broadband
services may only offer limited quality broadband services and where NGA
broadband services are not yet available. As outlined in paragraph 3.15, 2.5%
of broadband users received internet access using a FWA service in Q1 2016.

97 These market share figures are in the presence of regulation in the WPNIA and WBA Markets.

98 As set out in paragraph 3.11(a).

99 This standard enables high speed broadband to be delivered over a CATV network.

100 See Liberty Global Q2 2016 Earnings Release, pg. 29. https://www.libertyglobal.com/pdf/press-
release/LG-Earnings-Release-Q2-16-FINAL.pdf
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3.23 Mobile Broadband access is typically provided over a mobile network by a
Mobile Network Operator (MNO) or Mobile Virtual Network Operator (MVNO)
using 3G and/or 4G/LTE technology. As of Q1 2016, there were 392,764
mobile broadband subscribers in Ireland, down from 435,192 in Q1 2015.

3.24 As of Q1 2016, Vodafone had 18.4% of fixed broadband subscriptions
(excluding mobile broadband subscriptions), Sky Ireland had 10.8% of fixed
broadband subscriptions, and other SPs combined accounted for the
remaining 9% share of fixed broadband subscriptions.

Broadband Subscriptions by Subscription Type

3.25 Figure 9 below provides an estimate of the proportion of business and
residential subscriptions to DSL, VDSL, Cable, FWA, Mobile broadband and
Other services.'®! In Q1 2016, 82.5% of broadband subscriptions on all
platforms were classed as residential broadband subscriptions. The platform
with the highest percentage of residential vis-a-vis business subscriptions is
cable broadband (only 2.4% business subscribers), while mobile broadband at
30.7% has the highest percentage of business customers.

Figure 9: Broadband Subscriptions by Subscription Type

Proportion of Residential and Non-Residential Subscriptions across
all Broadband Platforms
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101 The “Other” category includes Satellite broadband and Localised Fibre Networks.
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Broadband Subscriptions by Contracted Broadband
Speed

3.26  Figure 10 below shows the change in fixed broadband subscriptions by
contracted download speeds between Q1 2014 and Q1 2016. Over the entire
period, growth in broadband subscriptions has been mainly in the =30Mb
category, which has increased from 37.8% to 58.1% over the two-year period.
In Q1 2016, approximately 58.1% of broadband subscriptions were =230Mb
(with 19.8% 2100Mb). This equates to approximately 62.4% (22.7% 2100MDb)
of residential subscriptions and 21.1% (1.6% =100Mb) of business
subscriptions.1%?

Figure 10: Fixed Broadband Subscriptions by Contracted Download Speeds
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3.27  As shown in Figure 11, 62.4% of residential fixed broadband users and 31.1%
of non-residential fixed broadband users have contracted to services offering
download speeds of greater than 30Mb.

102 ComReg QKDR Q1 2016, pg. 34.
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Figure 11: Fixed Broadband Subscriptions by Contracted Download Speeds and
Subscription Type
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3.28 Overall, there is a marked trend toward uptake of subscriptions with download
speeds of above 30 Mb and a decline in subscriptions with speeds of below
30 Mb.

Other changes in broadband supply and
consumption patterns

3.29  Since the 2010 WPNIA Decision and 2011 WBA Decision there have been
increases in the levels of download traffic, bundling of broadband with other
services and increases in the availability of higher speed services. These are
discussed below.

Changes in Broadband Subscriptions and Traffic

3.30 The number of broadband subscribers has increased since the previous
market reviews. In Q1 of 2010, there were 1.47 million subscriptions
(comprising both residential and business End Users)%3, while in Q1 of 2016,
there were 1.71 million subscriptions. The pace of growth was less pronounced
over 2010-2015 compared with the growth between 2005 and 2010, as
illustrated in Figure 12 below.

103 ComReg QKDR Q1 2010, pg. 29 — ComReg Document 11/44.
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3.31 The number of End Users with Copper network based broadband
subscriptions has fallen since Q1 2010 by 30.2%, while cable broadband
subscriptions have increased by 126.7% since 2010. End Users with FTTC
based broadband subscriptions increased substantially between 2013 and
2016, while mobile broadband subscriptions and fixed wireless have also
declined.

3.32  Fixed wireless subscriptions have declined considerably from their peak in Q1
2008 of 123,456, with a 50.6% fall between Q1 2010 and Q1 2016.

Figure 12: Broadband Subscriptions Q1 2005 - Q1 2016
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3.33 In the last 6 years, the advertised download speed of broadband offered to
End Users has also increased substantially. At the end of 2010, 6.7% of
residential broadband subscribers were receiving speeds of 10Mb or greater
(the highest categorisation available for data collection at the time)'%*, while in
Q1 of 2016, 22.7% of residential End Users were receiving speeds in excess
of 100Mb.

104 ComReg Quarterly Key Data Report Q4 2010, pg. 37.
http://www.comreg.ie/ fileupload/publications/ComReg1043.pdf
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3.34

3.35

Since Eircom announced its NGA rollout!®®, a significant number of customers
have taken up broadband provided over its FTTC and FTTH networks, which
offers faster download speeds than broadband provided over an exclusively
copper access network (using ADSL based services)!%. Eircom has sought to
migrate its ADSL customers to its FTTC and FTTH networks through
promotional offerings and the availability of TV bundles.'®” The patterns
suggest that as Eircom increases its FTTC and FTTH network rollouts, a
further decline in the number of customers with broadband provided over a
copper network will occur.

The availability of increased broadband speeds has allowed End Users to
download greater volumes of data. During Q1 of 2016, 403,936 Terabytes of
data were downloaded, and Figure 13 below gives the average monthly data
traffic per subscription by platform.1° In Q1 2016, the average cable
broadband subscriber used 116.6 GB of data per month followed by VDSL
subscriber (115.9 GB) and DSL subscriber (59.6 GB). It can be seen that the
average volume of data used increases on platforms offering higher download
speed products, including on cable and VDSL broadband platforms.

105 Eircom’s initial announcement of its NGA programme was in July 2011 — see the 2013 NGA Decision
for an overview.

106 ADSL means Asymmetric digital subscriber line.

107 The February 2016 Statutory Information Requirement from Eircom revealed that efforts to migrate
customers from DSL/legacy broadband to a fibre based product are continuing through marketing and
sales campaigns. The Eircom website also has an option to upgrade to fibre and avail of exclusive deals:
https://www.eir.ie/bundles/.

108 ComReg QKDR, Q1 2016, p.40-41.
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Figure 13: Average Monthly Data Traffic per Subscription by Platform

Monthly data traffic per subscriber by platform, Q3 2015 - Q1 2016
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Bundling of Broadband with Telephony & Other services

70 70 74

Mobile broadband

3.36

at the retail level.

3.37

services.

109 Triple-play bundles typically refer to a retail bundle of television, broadband and fixed telephone

services.

110 Quadruple-play bundles typically refer to a retail bundle of television, broadband, fixed telephone and

mobile GRAtelephone services.

66

ComReg has identified a strong tendency for broadband services and
telephone services to be purchased from a single retail SP.
broadband and telephone services are often bundled with television services

A bundle can comprise broadband, fixed telephony, TV and mobile phone
services or any combination of these services. Since the 2011 WBA Decision,
there has been significant growth in triple-play’®® and quadruple-play**°
services, combining fixed phone with broadband, mobile and television

In addition,
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3.38

In Q4 2010, there were 2.23 million fixed market retail subscriptions across
both residential and business End Users'!!, of which 65.2% were single play,
31% were double play (a bundle of two services) and 3.8% were triple play (a
bundle of three services). By Q1 2016, there were an estimated 1.82 million
fixed market retail subscriptions, of which 38.7% were single play, 35.8% were
double play, 25.4% were triple play and quadruple play. The figure below plots
the frequency of bundles by bundle type since Q1 2012.

Figure 14: Fixed Market Retail Subscriptions by Type, Q1 2012 — Q1 2016
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Source: ComReg Quarterly Key Data Report Q1 2016

As noted in paragraph 3.3 above, services offered in the WLA Market can be
used as an input to deliver a range of services to the End User. Most
frequently, these upstream wholesale inputs have been used to offer
downstream broadband services and fixed voice services. For example, LLU
and VULA can be used to provide telephone services. In addition, they can
potentially be used to provide TV services and business services.

111 ComReg QKDR Q4 2010, pg. 22. http://www.comreg.ie/ fileupload/publications/ComReg1121.pdf
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3.40

3.41

Section 3 and Appendix E of ComReg’s 2015 Fixed Access Call Origination
Decision (‘2015 FACO Decision’)!*? outlines the retail market trends and
developments in the provision of retail fixed calls. ComReg is of the view the
trends presented in the FACO Decision have not materially changed since it
was published. These are summarised below.

The main retail trends identified in the 2015 FACO Decision included:113

Growth in the number and type of retail providers: ComReg noted an
increase in the number of competing SPs, with a mix of
technologies/platforms used by such SPs to provide fixed telephony
services. Notable entrants since the 2007 Decision''# included Sky,
Virgin Media and Vodafone. Apart from Virgin Media and Eircom, which
are the main Independent SPs, the majority of SPs providing fixed
telephony services did so on the basis of wholesale access to Eircom’s
network, in particular, through FACO products, services and facilities
such as Single Billing through Wholesale Line Rental (‘'SB-WLR’);

Changes in Fixed and Mobile Traffic Growth Patterns: ComReg noted
a decline in overall fixed voice traffic and growth in mobile voice traffic
(that had been relatively static since Q4 2010), although it was noted that
a significant proportion of residential and business users continue to avail
of fixed telephony services. It was also noted that End Users appear to
use fixed and mobile telephony services for different purposes and
perceive price differences between the two types of services, indicating
that these services are likely to be complementary; and

112 ComReg Decision D05/15, Document 15/82, Market Review: Wholesale Fixed Call Origination and
Transit Markets (the 2015 FACO Decision’).

113 FACO Decision, Chapter 3, p. 36-37.

114 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’).
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o Growth in the provision of Managed Voice Over Broadband
(‘VOB’)**> and Unmanaged VolP: Growth in the provision of Managed
VOB based fixed telephony!!® had been observed, the majority of which
is offered as part of a bundle over Virgin Media’s CATV network. While
there has been an uptake in the use of Unmanaged VolP!' services by
End Users, the degree of substitution from fixed telephony to Unmanaged
VoIP services appeared to be limited, and the pattern of usage for
Unmanaged VolIP appeared to be much less frequent than for other voice
telephony services.

3.42 In addition, ComReg note that Eircom also offers at the wholesale level, a
VULA type product called VUA 8, offered with and without Multicast!!®
(capable of providing telephony, broadband and TV services) on its FTTC
network. Vodafone began providing retail bundles of broadband and TV using
VULA in January 2016.%%° Eircom also offers an IPTV product'?! at the retail
level over its FTTC and FTTH networks called e-Vision. To date, Eircom has
not offered e-Vision as a wholesale product. Eircom currently has [><||
customers on this service (Q1 2016). SIRO, the joint venture between
Vodafone and ESB, offers VULA with Multicast over its FTTH network.

115 Defined in footnote 73 above.

116 Managed Voice over Broadband (‘Managed VOB’) refers to Retail Fixed Telephony Services
(‘RFTS’) delivered over a broadband access path via IP rather than through traditional circuit switched
telephony.

117 VolP means Voice over Internet Protocol.

118 |n this Consultation, ComReg refers to VULA products to be a type of virtual unbundled local access
product. Eircom offers a wholesale VULA product called VUA.

119 Multicast means a service that accepts a single copy of a designated signal from the Access Seeker
and distributes the resultant Multicast traffic within the Eircom network to multiple End Users. Multicast
is used by a SP to provide TV services.

120 http://www.vodafone.ie/home/tv/

121 Internet Protocol Television (IPTV) is the provision of TV services over the internet.
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NGA rollout

3.43

3.44

3.45

Since the 2010 WPNIA Decision and 2011 WBA Decision, Eircom has
undertaken a rollout of a FTTC network, passing 1.6 million premises.?? In
October 2014, Eircom announced plans?® to rollout FTTH to 300,000
premises mostly in urban areas, offering speeds of up to one gigabit*?*.

Magnet, an independent FTTH network operator, operates a limited FTTH
network across a number of localised areas in Dublin, Meath and Laois. As of
Q1 2016, Magnet had [><|JJJlf] customers on its FTTH network.

In July 2014, ESB and Vodafone Ireland, announced a fully functioning 50:50
Joint Venture (‘SIRO’), to build an FTTH network across 50 towns, reaching
potentially 500,000 customers, with download speeds up to one gigabit.'?® The
European Commission approved the formation of SIRO in October 2014. The
network is deployed on ESB's existing overhead and underground
infrastructure. SIRO, which operates at the wholesale level only, offers a VULA
based service, requiring operators who wish to use the SIRO network to build
their own backhaul to SIRO’s various points of interconnect. Vodafone began
offering retail broadband services over the SIRO network in December 2015.
Vodafone is also expected to offer TV services over the SIRO network.
Digiweb began providing services in August 2016 via the SIRO network. As of
September 2016, the SIRO network has passed [ EEGTGEGN
premises, with [><|| | | | Bl customers served. In September 20186,
SIRO announced its rollout was gathering pace, with its network rollout now
passing 10,000 premises a month across 17 towns.1?6

122 http://fibrerollout.ie/where-and-when/

123 Eircom Press Release from 28 October 2014 is available here:
http://pressroom.Eir.net/press_releases/article/Eir_to Offer Gigabit Broadband Speeds/

124 hitp://www.openeir.ie/news/FTTH programme officially launched/

125 http://siro.ie/what-is-siro/

126 SIRO - http://siro.ie/siro-invest-e40-million-roll-6-new-towns-end-2016/
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3.46

The National Broadband Scheme (‘NBS’) was introduced in 2008 to provide a
basic broadband service to residents and businesses within the NBS
Coverage Area (predominately rural areas). Under EU State Aid rules, this
intervention was time limited, ending in August 2014. In 2012, the then
Department of Communications, Energy and Natural Resources!?” announced
the National Broadband Plan (‘NBP’) to rollout broadband of speeds greater
than 30MB to less densely populated areas of Ireland. A detailed procurement
process is planned for late 2016 and ComReg expects that awarding will take
place in 2017 and commence construction of the NBP network and the
provision of services as soon as possible thereafter'?s,

Overall Preliminary Conclusion on Retail Trends
and Developments

3.47

Having regard to the discussion in paragraphs 3.13 to 3.46 above, ComReg is
of the preliminary view that the most notable retail trends of potential relevance
to the retail market are:

(a) Increases in download speeds on broadband subscriptions;
(b) Increases in download traffic on broadband subscriptions;
(c) Retail bundling of services and patterns there within;

(d) The continuing rollout by Eircom of its FTTC network (VDSL) and FTTH
networks, providing broadband access with download speeds up to
100Mb/s and 1Gbps respectively;

(e) The announcement of Vodafone and ESB of a Joint Venture (the ‘SIRO’
network) to provide broadband access using a FTTH network; and

(f)  The announcement by the Irish Government of the National Broadband
Plan to provide high speed broadband access in rural areas.

Question 1: Do you agree that the main developments identified in the
provision of retail services are those most relevant for the
assessment of the Relevant Wholesale Markets? Please
explain the reasons for your answer, clearly indicating the
relevant paragraph numbers to which your comments refer,
along with all relevant factual/empirical evidence supporting
your views.

127 Now the Department of Communications, Climate Action and Environment.

128 http://www.dcenr.gov.ie/communications/en-ie/Broadband/Pages/National-Broadband-Plan.aspx#
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4 Retall Markets Assessment

Overview

4.1

4.2

4.3

4.4

45

In this section, ComReg outlines some of the main structural and behavioural
characteristics associated with the provision of retail services supplied using
upstream WLA and WCA inputs.

ComReg is not required to conclude on a precise definition of the retail
market(s) in this market review. Rather, the purpose of this section is to inform
ComReg’s subsequent assessment of the definition and competition
assessment of the WLA and WCA markets in Sections 5 and 10 of this
Consultation, including with respect to the strength of any indirect constraints
from related downstream retail markets.

The European Commission’s 2014 Recommendation identifies the WLA and
WCA markets as being susceptible to ex ante regulation. The Explanatory
Note to the 2014 Recommendation explains that any analysis of a wholesale
market must be preceded by an assessment of the competitive conditions in
the related retail markets, absent regulation.*?°

While the objective of this Consultation is to define and analyse competition
within the WLA and WCA markets, given wholesale demand for access in
either market is largely driven by retail demand for services, it is necessary to
consider the dynamics of the retail market and whether these dynamics
materially impact at a wholesale level. The derived demand for WLA and WCA
services is ultimately largely related to:

o End Users’ demand for access to broadband and other services
(including closed and private networks); and

o End Users’ demand for access to other services (including telephony or
IPTV).

In considering the definitions of the Relevant Wholesale Markets, it is
necessary for ComReg to consider whether any effective demand-side and
supply-side substitutes exist (at the retail and wholesale level, as appropriate)
such that they would effectively constrain the price setting behaviour of a
hypothetical monopolist (‘HM’) supplier of WLA and/or WCA services.

129 See section 2.6 of the Explanatory Note to the 2014 Recommendation.
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4.6

4.7

4.8

49

4.10

In this section, ComReg also considers the impacts of price changes on retail
market behaviour.**® In particular, ComReg considers the likelihood of
wholesale price changes impacting on retail prices and the extent to which, if
any, this might indirectly lead End Users to consequently change their
behaviour or switch to an alternative platform in response to the pass-through
of such wholesale price changes into retail prices. ComReg further considers
whether any such retail End User behavioural changes are likely to act as an
effective constraint on the price-setting behaviour of a HM supplier of WLA
and/or WCA, by making it unprofitable for it to raise wholesale prices by a small
but significant amount above the competitive level (the so-called SSNIP*3!
test). This involves an assessment of the impact of retail demand-side and
supply-side substitutability in response to wholesale price changes.

The assessment of the retail market set out in this section is, therefore, carried
out to the extent that it informs the subsequent definition and analysis of the
Relevant Wholesale Markets. For the purposes of examining the retall
market(s), ComReg’s assessment is conducted absent regulation in the WLA
and WCA markets, as appropriate'®?,

In setting out its analysis and views on End User behaviour, ComReg has
drawn on data from a number of sources, including those identified in
paragraphs 2.45 to 2.49 above.

As noted earlier, ComReg commissioned Red C to carry out quantitative
market research in the Irish retail broadband (and related) markets. Amongst
the issues surveyed were the following:

. Prevalence and use of broadband and other telecommunications
services;

o Prevalence and use of the internet;

o Pricing, Bundles and choices;

. Switching behaviour and criteria for choosing providers; and
o Price sensitivity to increase in cost of broadband services.

A summary of the WLA/WCA Market Research is set out in Appendix: 2.

130 For the purposes of this hypothetical price increase, residential and business respondents to the
WLA/MWCA Market Research were asked about their response to a €2 increase in the price of their
broadband service or bundle. €2 was considered to be a small but significant price increase for
respondents to consider.

131 Small but Significant Non-Transitory Increase in Price.

132 When considering the WCA Market, in accordance with the MGA (see paragraph 2.22) ComReg
factors in any regulation imposed in the WLA Market, given that the latter market lies upstream from the
WCA market.
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411 It should be noted that, rather than being definitive, the WLA/WCA Market
Research informs the analysis presented throughout this Consultation, and its
outputs are considered alongside empirical data or evidence, where available.
The results of the WLA/WCA Market Research carried out are not sufficient
alone to draw definitive conclusions about all aspects of End User preferences,
and can indicate End User behaviour which may differ from observed End User
behaviour in practice.

Assessing the Impact of Retall End User
Behaviour on the Relevant Wholesale Markets

4.12 In line with the methodology recommended by the European Commission,*33
ComReg begins its analysis by considering the narrowest ‘Candidate Product’
or ‘Focal Product’ at the wholesale level and the corresponding narrowly
defined retail service, and examines whether this initial narrow product (the
‘Focal Product’) should be broadened to include other products or services,
taking account of demand-side and supply-side substitutability considerations
at the retail level*34,

4.13 Having regard to the above, ComReg first considers whether, from the End
User demand-side perspective, there are any products which might act as an
effective substitute for a broadband service provided over a copper network.
ComReg examines this from two perspectives:

(a) Firstly, ComReg considers whether the characteristics, prices'*® and
intended use of potential substitute products are sufficiently
interchangeable with those attributes associated with a copper network
based broadband.

133 See paragraph 41 of the SMP Guidelines and paragraph 16 of the European Commission’s Notice
on Market Definition.

134 As noted in paragraph 13 of the European Commission’s Notice on Market Definition, demand
substitution constitutes the most immediate and effective disciplinary force on the suppliers of a product,
and paragraph 15 notes further that “the assessment of demand substitution entails a determination of
the range of products which are viewed as substitutes by the End User”. For two products to be effective
demand-side substitutes it is necessary that a sufficient number of customers are not only capable of
switching between them, but would actually do so in response to a relative price change. As noted in
paragraph 20 of the Commission’s Notice on Market Definition, supply-side substitution may also be
taken into account where “suppliers are able to switch production to the relevant products and market
them in the short term without incurring significant additional costs or risks in response to small and
permanent changes in relative prices”. When these conditions are met, the market may be broadened
to include the products that those suppliers are already producing.

135 ComReg notes that the assessment of retail broadband pricing discussed throughout this section
takes place in the presence of regulation in the WPNIA and WBA Markets. As such, the prices for some
retail broadband products will depend on Eircom’s regulated WPNIA and WBA inputs.
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4.14

(b) Secondly, having examined the characteristics, prices and intended use
of any such potential substitutes, ComReg also assesses the likelihood
that a sufficient number of End Users might switch to using these
potential substitutes in circumstances where the focal product was
subject to a small but significant price increase.

An economic analytical framework for defining a relevant product through
demand-side substitution analysis consists of an examination of End User
behaviour in response to permanent price increases and is known as the
SSNIP Test. The SSNIP test consists of observing whether a Small but
Significant Non-transitory Increase in Price above the competitive level - taken
to be in the range of 5 to 10% - of a Candidate Product supplied by a HM would
provoke a sufficient number of End Users to switch to an alternative
(substitute) product such that it would make the original price increase
unprofitable. If a sufficient number of subscribers switching to the alternative
product makes the price increase unprofitable, then the alternative product is
considered a substitute product for the focal product and is included in the
relevant product market. The SSNIP Test is carried out for any given number
of alternative products, which, by their characteristics, prices and intended use,
may constitute an effective substitute to the focal product. If switching to these
alternative products is sufficient to also render the SSNIP (above the
competitive level) of the focal product (and any included substitute products)
unprofitable, then these alternatives are also included in the relevant product
market.

Focal Product

4.15

As set out in Figure 7 (Section 3) above, broadband provided over a copper
network is the platform over which most broadband services are provided. As
of Q1 2016, 505,639'3¢ subscribers access broadband services over an
exclusively copper based access network, with this representing 29.4% of the
total number of broadband subscriptions.'3” As noted in the WLA/WCA Market
Research®®, it is the most common means by which End Users access the
internet, with 54% of residential broadband respondents and 64% of business
broadband respondents using broadband services provided over a copper
network at home or at work.

136 ComReg Quarterly Key Data Report, Q1, 2016, ComReg Document 16/48r, available at
http://www.comreg.ie/ fileupload/publications/ComReqg 1648r.pdf (‘Q1l 2016 QKDR’).

137 Total broadband subscriptions is the sum of Copper, FTTC, Cable, FWA, Other (Satellite and FTTH)
and Mobile broadband.

138 See Slides 22 to 24 of the WLA/WCA Consumer Market Research and Slides 11 and 12 of the
WLA/MWCA Business Market Research. See Appendix: 2, paragraphs A 2.8 to A 2.11 and paragraphs A
2.50 to A 2.52.
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4.16

Eircom is the only SP with a ubiquitous copper network in Ireland. Broadband
via Eircom’s copper network is available throughout the significant majority of
the State, although the number of subscribers availing of broadband on a
copper network has been declining over time, due in part to End Users
purchasing fibre based broadband services as well as in response to
competition from other networks.

Product Characteristics

4.17

4.18

Table 1, below, sets out the main characteristics of a broadband service
provided over a copper network.

Table 1: Product characteristics of broadband provided over copper only

network
Availability Widely available
Technology ADSL, ADSL2+
Subscribers (Q1 2016) 505,639140
Download Speeds Up to 24Mb
Upload Speeds Up to 2Mb

Typically €35.00-€59.95 per month

Price Range (incl. VAT) (residential)/€18-€134 (business)

Download Allowance Typically Unlimited

Commonly bundled with Fixed
Bundles

Telephony
Contract Length Typically 12 months

Broadband provided over a copper network offers advertised download
speeds of up to 24 Mb and upload speeds of up to 2 Mb. ComReg’s analysis
of advertised speeds offered across various copper-based broadband
packages showed a maximum download speed of 24 Mb on a copper (ADSL)
network, with the lowest offered download speed being 3 Mb and the average
speed being 22 Mb. The download allowance (i.e. the amount of data that can
be downloaded by an End User without incurring additional charges) is
typically unlimited.

139 ComReg’s analysis of copper-based ADSL broadband packages offered by the main SPs is outlined
in Appendix: 3.

140 Q1 2016 QKDR.
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4.19 Broadband provided over a copper network is also typically bundled with fixed
telephony services, by virtue of the fact that the broadband is provided through
the same copper line over which the telephony service is also provided. Some
SPs bundle this combination with other services (e.g. Satellite TV)4 using
non-regulated inputs that are not provided over the copper network. An outline
of the types of broadband bundles offered by the main SPs can be found in
Appendix: 3.

Pricing

4.20 Appendix: 3 contains an outline of the typical prices of broadband packages
offered by the main SPs. The price of broadband provided over a copper
network typically varies from €35.00 to €59.95, with an average price of €45.00

per month!4?, For business customers, the price can vary from €17.80 per
month to €133.50, with an average price of €45.00 per month.

421 As setoutin paragraphs A 2.22 to A 2.25 of Appendix: 2, the 2014 Consumer
Market Research showed that residential respondents with a bundle that
includes broadband provided over a copper network paid an average of €54
per month, with 78% of End Users paying up to €60 per month.1*3 For
residential respondents who purchase broadband provided over a copper
network as a standalone product, the average spend was €35 per month. As
outlined in paragraphs A 2.66 to A 2.71 of Appendix: 2, the 2014 WLA/WCA
Market Research among business respondents showed that the average
national spend for a bundle consisting of broadband and a fixed phone line is
€139, with 61% paying less than €100.

141 For example, Sky Ireland bundle satellite Sky TV with copper-based broadband and telephony
services. An outline of the types of broadband bundles offered by the main operators can be found in
Appendix: 3

142 ComReg analysis of ADSL packages offered by main SPs is outlined in Appendix: 3.
143 Slide 64 of the WLA/WCA Consumer Market Research.
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4.22

423

As outlined in Appendix: 2, minimum contract lengths for broadband provided
over a copper network are, on average, 12 months for residential and business
users. Paragraphs A 2.26 to A 2.29 of Appendix: 2 outline the findings of the
WLA/WCA Market Research in relation to minimum contract lengths for
residential respondents. 64% of residential respondents accessing broadband
services via a traditional copper telephone network had a minimum contract
period with their broadband provider for an average duration of 15 months.
55% of residential respondents had a minimum contract duration of 12 months.
Paragraphs A 2.62 to A 2.65 of Appendix: 2 outline the findings of the
WLA/MWCA Market Research in relation to minimum contract lengths for
business respondents. 65% of business respondents with broadband provided
over a copper network were in a contract, with 36% of these business
respondents with broadband provided over a copper network having a
minimum contract period of 18 months duration and 37% having a contract
duration of 12 months.

Paragraphs A 2.34 to A 2.42 of Appendix: 2 outline the responses of residential
respondents to a hypothetical price increase!#. If the price of standalone
broadband (i.e. a broadband service that is not offered as part of a bundle)
was hypothetically increased by €2 per month, 25% of residential respondents
on a fixed phone line (copper) network indicated they would definitely or maybe
change their behaviour.1#®> 64% of these respondents indicated that they would
cancel their subscription and switch to an alternative network.'6 Of these, 64%
said they were fairly likely or very likely to do so in response to a €2 increase
in the price of their broadband service.*4” Of those residential respondents who
indicated that they would cancel and switch in response to the hypothetical
price increase, 33% indicated they would switch to a FWA supplier, 25% would
switch to a fibre supplier and 20% would switch to a cable supplier.4®

144 For the purposes of this hypothetical price increase, residential and business respondents to the
WLA/WCA Market Research were asked about their response to a €2 increase in the price of their
broadband service or bundle. €2 was considered to be a small but significant price increase for
respondents to consider.

145 Slide 122 of the WLA/WCA Consumer Market Research.
146 Slide 124 of the WLA/WCA Consumer Market Research.
147 Slide 127 of the WLA/WCA Consumer Market Research.
148 Slide 130 of the WLA/WCA Consumer Market Research.
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4.24

4.25

For respondents whose broadband is purchased as part of a bundle, 24% of
residential respondents accessing services via a copper network said that they
would definitely or maybe change their behaviour in response to a hypothetical
price increase of €2 in their broadband bundle.'*® 52% of these respondents
indicated that they would cancel their subscription and switch to an alternative
network.*> Of these, 76% said they were fairly likely or very likely to do so in
response to a €2 increase in the price of their broadband service.'! Of those
residential respondents who indicated that they would cancel and switch in
response to the hypothetical price increase, 23% indicated they would switch
to a FWA supplier, 22% would switch to a fibre supplier and 14% would switch
to a cable supplier.t>?

Figure 15 and Figure 16 below provide a summary of residential survey
respondents’ cited behavioural responses to the hypothetical price increases.
Respondents were asked:

(a) If they would change their purchasing behaviour in response to a SSNIP
(hypothetical price increase);

(b) What they would do (cancel or switch) if they would change their
purchasing behaviour;

(c) How likely they are to actually change their purchasing behaviour; and

(d) What broadband platform they would switch to if they are likely to actually
change their behaviour.

149 Slide 109 of the WLA/WCA Consumer Market Research.
150 Slide 111 of the WLA/WCA Consumer Market Research.
151 Slide 114 of the WLA/WCA Consumer Market Research.
152 Slide 117 of the WLA/WCA Consumer Market Research.
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Figure 15: Summary of SSNIP test for Residential Respondents in a Bundle®3

Response to Question
about behavioural
change in response to €2
increase in the price of
broadband service per
month (Slide 109)

Response to Question
about most likely action in
response to a €2 increase
in the price of broadband
service per month (Slide
111)

Response to Question
about how likely are you
to change your behaviour
as previously indicated
(Slide 114)

Of those who are
responded they would
Cancel & Switch, and are
very/fairly likely to do so,
what broadband would
they switch to in response
to a €2 increase per
month? (Slide 117)

Residential respondents
with Broadband in a Bundle
via a Copper Network
(N=638)

Change Behaviour — 24%
(N=150)

Cancel & Switch — 52%
(N=78)

Very/Fairly Likely to Change
Behaviour — 76% (N=105)

Fibre Broadband — 22% (N=13)
Copper network — 11% (N=7%)
Fixed Wireless Service — 23%
(N=14)
Broadband via Cable — 14%
(N=8%)
Satellite Broadband - 6%
(N=4%)
Mobile Broadband — 8% (N=5%)

No change in behaviour 72%
(N=457)

Don’'t Know 5% (N=31)

Cancel Completely 6%
(N=9%)

Keep 34% (N=51)

Don’t Know 8% (N=12)

Not very likely/ Not at all likely
to Change Behaviour 20%
(N=27)

Don’'t Know 4% (N=6*)

Something Else 5% (N=3%)

Don’'t Know 10% (N=6%)

153 |t should be noted that in some cases, statistics are reported based on low sample sizes from the
survey. These are marked with an asterisk (*).
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Figure 16: Summary of SSNIP test for Residential Respondents purchasing

Standalone Broadband®®>*

Response to Question
about behavioural
change in response to €2
increase in the price of
broadband service per
month (Slide 121)

Response to Question
about most likely action in
response to a €2 increase
in the price of broadband
service per month (Slide
124)

Response to Question
about how likely are you
to change your behaviour
as previously indicated
(Slide 127)

Of those who are
responded they would
Cancel & Switch, and are
very/fairly likely to do so,
what broadband would
they switch to in response
to a €2 increase per
month? (Slide 130)

Residential respondents
with Standalone Broadband
via a Copper Network
(N=117)

Change Behaviour 25%

(N=29)

Cancel & Switch 64% (N=16)

Very/Fairly Likely to Change
Behaviour 64% (N=16)

Fibre Broadband 25% (N=3)
Copper network 10% (N=1)
Fixed Wireless Service — 33%
(N=4)
Broadband via Cable — 20%
(N=2)
Satellite Broadband - 12%
(N=1)

No change in behaviour 72%
(N=84)

Don’'t Know 3% (N=4)

Cancel Completely 3% (N=1)

Keep 33% (N=8)

Not very likely/ Not at all likely
to Change Behaviour 37%
(N=9)

154 It should be noted that in some cases, statistics are reported based on low sample sizes from the
survey. These are marked with an asterisk (*).
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4.26

Paragraphs A 2.78 to A 2.86 of Appendix: 3 outline the responses of business
End Users to a hypothetical price increase. For businesses whose broadband
is part of a bundle, if the price of broadband increased by €2 per month, 32%
of businesses on fixed phone line broadband (copper network) would definitely
or maybe change their behaviour.'>> 65% of these respondents indicated that
they would cancel their subscription and switch to an alternative network.%¢ Of
these, 86% said they were fairly likely or very likely to do so in response to a
€2 increase in the price of their broadband service.®” Of those that said that
they would switch, 28% said that they would switch to an FTTC network.158
The outcomes for businesses whose broadband is not part of a bundle are
similar.

Intended Use

4.27

4.28

4.29

4.30

Paragraphs A 2.13 to A 2.15 of Appendix: 2 outline the findings of the
WLA/WCA Market Research in relation to broadband usage patterns among
residential End Users. For respondents on a fixed phone line (copper network),
the most popular devices connected to the broadband are laptop (86%),
smartphone (68%) and tablet (46%) (see Figure 28 in Appendix: 2).

Table 3 and Table 4 below present the views of residential respondents to the
WLA/WCA Market Research on their primary use of their home broadband
service and the types of devices connected to it'°°. In terms of derived demand
for broadband, the WLA/WCA Market Research revealed that the main uses
among End Users on a copper network were browsing the internet (93%),
using email (77%), social media (68%) and online shopping (58%).

Paragraphs A 2.55 to A 2.57 of Appendix: 2 outline the findings of the
WLA/WCA Market Research with respect to broadband usage patterns among
business End Users. For fixed phone line End Users, 98% used broadband for
email and internet, while 21% used it for cloud services and 16% used it for
connectivity between business premises.

For End Users on a copper network, the average time spent online per day is
4 hours, with 62% spending up to 5 hours per day online.

155 Slide 73 of the WLA/WCA Business Market Research.
156 Slide 74 of the WLA/WCA Business Market Research.
157 Slide 75 of the WLA/WCA Business Market Research.
158 Slide 76 of the WLA/WCA Business Market Research.

159 Paragraphs A 2.13 to A 2.15 of Appendix: 2 further outline the findings of the WLA/WCA Market
Research in relation to broadband usage patterns among residential End Users.
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4.31

4.32

The WLA/WCA Market Research among residential and business customers
revealed that among the most important aspects considered when choosing a
supplier are reliability of connection, fault resolution, customer service, pricing
and download speeds.6°

As set out in ComReg's QKDR?®!, the average data consumption by
broadband users on a Copper Network is 59.6Gb per month.

Service Providers’ views on Substitutability among Products

4.33

The views of Service Providers were elicited through various SIRs. Among
other things, Service Providers were asked for their views as to whether
various platforms can be considered substitutes for each other. The
assessment of potential substitutes for the copper-based broadband focal
product below discusses the views of the various Service Providers.

Preliminary Conclusion on Focal Product

4.34

4.35

In light of the above, it is ComReg’s preliminary view that broadband provided
over a copper network is the focal product against which an assessment of
potential alternative (substitute) products will be carried out. If an alternative
network is found to be an effective substitute for the focal product, it is included
in the relevant retail product market.

In the section below, ComReg assesses the various alternative networks used
to provide broadband services, to determine whether broadband provided over
such networks is an effective demand-side and/or supply-side substitute for
the focal product and, if so, is consequently included in the relevant retail
product market.

Assessment of Retail Broadband Substitutes

Substitution Assessment Overview

4.36

ComReg’s starting point is to examine whether the following are likely to be
considered by End Users?? as effective demand-side substitutes for an ADSL
broadband service provided over a copper network:

(a) Internet access via a narrowband network;
(b) Broadband provided over a FTTC network;
(c) Broadband provided over a FTTH/FTTP16 network;
(d) Broadband provided over a CATV network;

160 Slides 40 to 42 of the WLA/WCA Market Research.

161 Q1 2016 ComReg QKDR, pg. 41.
162 Unless otherwise stated, End Users refers to both private End Users and business End Users.

163 Fibre to the Premises (‘FTTP’).
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4.37

4.38

4.39

4.40

4.41

(e) Broadband provided over a 3G/4G mobile network;
(f)  Satellite broadband,;

(g) Broadband provided over a FWA network; and

(h) Broadband provided over a leased line.

In Table 2, below, ComReg sets out the key characteristics of broadband
services provided over each of the above platforms.

These potential substitutes are then considered across the range of relevant
substitutability criteria set out in the European Commission’s Notice on Market
Definition, according to which a relevant product market is defined, namely:

“The relevant product market comprises all those products and/or
services which are regarded as interchangeable or substitutable by the
end user, by reason of the products' characteristics, their prices and
their intended use™%4,

This retail assessment therefore covers an assessment of the technical
characteristics (functionality), price, and any available data regarding End User
usage trends/behaviour. It also considers whether a sufficient number of End
Users are likely to switch to using any such potential substitutes in response
to a hypothetical 5-10% increase in the retail price of the relevant broadband
products.

In terms of analysing possible behavioural changes by End Users, ComReg
considers each of the possible substitution options for a broadband service
provided over a copper network.

ComReg also considers supply-side substitution, which examines whether, in
response to a SSNIP in the market for the focal product, an operator in another
market could potentially enter the market for the focal product by switching
production inputs in order to offer the focal product (and any substitutes). If
supply side substitution is possible, then a potential entrant could enter the
market and make any hypothetical price increase unprofitable for the
hypothetical monopolist. In such a case, it may be appropriate to broaden the
definition of the market to include products similar to the focal product on the
basis of supply-side substitution.

General Products Overview

4.42

Below, ComReg provides a general overview of broadband product
characteristics.

164 See paragraph 7 of the European Commission’s Notice on Market Definition.
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Product Characteristics

4.43

4.44

4.45

4.46

4.47

4.48

4.49

Broadband services are typically sold with headline download speeds ranging
from “up to” 24Mb to 1000Mb, as outlined in Appendix: 3.

Traditionally, broadband provided over a copper network had been offered with
download speeds of 1Mb, 3Mb and 8Mb, using ADSL technologies. In 2008,
Eircom began upgrading many telephone exchanges to an ADSL2+
technology, providing download speeds up to 24Mb. At the end of Q1 2016
there were 505,639 residential and business customers receiving
ADSL/ADSL2+ based broadband services provided over Eircom’s copper
network.

In 2011, Eircom began rolling out its FTTC network, providing download
speeds up to 100Mb. At the end of Q1 2016, there were 392,868 residential
and business customers receiving broadband over Eircom’s FTTC network. In
2014, Eircom announced the rollout of a FTTH network with download speeds
up to 1Gbps.

In 2005, Virgin Media (formerly UPC Ireland) began providing broadband
services over its CATV network, offering download speeds up to 30Mb. In
2010, UPC began upgrading its CATV network to the DOCSIS 3 standard
enabling it to provide faster broadband download (and upload) speeds, initially
set at up to 100Mb and now at download speeds up to 360Mb. At the end of
Q1 2016, there were 368,491 residential and business customers receiving
broadband over Virgin Media’s CATV network.16°

Mobile Broadband relates to broadband provided over a mobile network, in
particular over devices such as a dongle or MiFi'®5, with attainable download
speeds of up to 33Mb over a 3G/4G network (see paragraphs 4.146 to 4.180
for a discussion of mobile broadband). There are currently a number of mobile
service providers (‘MSPs’) providing such services, including Eircom Group
Mobile (which includes eMobile and Meteor), ID Mobile, Tesco Mobile, Three
and Vodafone.

Satellite broadband offers download speeds of up to 22Mb for both residential
and business End Users (see paragraphs 4.182 to 4.205 for a discussion of
Satellite).

Fixed Wireless Access (‘FWA’) refers to the delivery of broadband access to
a fixed location (a premises) over a wireless network and generally offers
advertised broadband services at speeds of up to 70Mb (see paragraphs 4.207
to 4.237 for a discussion of FWA).

165 ComReg QKDR Q1 2016.
166 Mobile Wifi.
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450 InTable 2 below, ComReg summarises the product characteristics of the focal
product and various potential substitutes, which are considered in the
subsequent assessment of the relevant retail product market.

451 In Table 3 below, ComReg summarises the stated views of residential
respondents to the WLA/WCA Market Research'®’ on the intended use of the
various potential substitute considered in the subsequent assessment of the
relevant retail product market.

452 In Table 4 below, ComReg presents the stated views of residential
respondents to the WLA/WCA Market Research'®® on the types of devices
connected to the various potential substitutes considered in the subsequent
assessment of the relevant retail product market.

167 Extracted from Slide 29 of the WLA/WCA Consumer Market Research.
168 Extracted from Slide 29 of the WLA/WCA Consumer Market Research.
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Table 2: Overview of Product Characteristics

Copper Dial-up . . .
Network Internet Br?a(l)dbkl)la?nd Satellite Azl dieless Leased Line
Broadband Access
Cabinet & .
. Uses licenced TDM,
Technology ﬁggt% g?.:_,l\jp over Eﬁ%@?g%e GPON DOCSIS 3 3G/4G Satellite and unlicensed Ethernet,
VDSL spectrum Wireless
Subscribers
505,639 4,290 392,868 4,564 370,575 392,764 5,523 42,083 16,000
(Q1 2016)169
Download Up to 24Mb Upto100Mb | Upto1000Mb | Upto360Mb | Upto 150Mb | Up to 20Mb Up to 70Mb
Speeds P Typically up to P P P P P P Typically
56Kbps symmetrical
ggg:‘ji Up to 2Mb P Upto25Mb | Upto100Mb | Upto20Mb | Upto60Mb | Upto 2 Mb Up to 5 Mb y
Varies by
. | €85-€59.95 €34.95-€112 | e50-€110 pm | €50 - €90 pm €40 - €70 pm contract,
Typical Price | pm pm . . . : . : €30 - €60 pm
) . . . . . (residential), (residential), €5 - €70 per (residential), . X speed and
Range (incl. | (residential) / Not available (residential), €55 - €90 €45 - €99 h €72 - €395 (residential), €43 i
VAT) €18 - €134 €34 - €55 - X mont X - €188 (business) | oo vooo
(business) (business) (business) (business) (business) Prices start
at €120.
Typical Tvpically up to Typically include
Download Unlimited Not available Unlimited Unlimited Unlimited S%pGBHg/ P Up to 40GB capped Unlimited
Allowance allowances
Often sold
Common Fixed Fixed TV, Fixed TV, Fixed TV, Fixed Typically Typically a Fixed Telephony as part of
Bundles Telephony Telephony Tel’ephony Tel’ephony Tellephony standalone standalone or standalone sum_a of
product product product business
services
Typical
Contract 12 months Not available 12 months 12 months 12 months 0-12 months 24 months 12 months Varies
Length

169 Source: Q1 2016 QKDR.

170 ComReg notes that most mobile broadband products offer download allowances of up to 50GB, however, some products are available with higher download

allowances, up to 250GB from Three Ireland. See http://www.three.ie/eshop/broadband-plans/bill-pay-broadband/
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Table 3: Residential Respondent views on Intended use of Broadband access (Slide 29)

gfp‘r’)i:r Fibre Cable Mobile Fixed Mobile sutellite
phone Ne_twork Nfrtwork bro_adband Wl_reless bro_adband (n=6%) %
(n=851) % (n=98) % (n=405) % (n=126) % (n=58) % (n=31*) %
Browsing the internet 93 95 94 93 97 95 100
Using email 77 77 84 78 77 59 100
e i I o o r Z = r
Purchasing goods/ services 58 58 55 54 68 43 73
I\S/Iéirr\lleilcg:SBankmg, Pay Bills, Other 53 48 53 39 58 33 85
Using real-time video/voice
messaging (e.g. Skype, Viber, 37 38 47 35 40 22 25
Facetime)
e st mOVeS o o o 1 E 2 19
Catch Up TV Services 26 28 23 9 36 11 60
Study/ College 24 24 21 25 31 19 -
Gaming 23 33 19 11 18 21 12
Working at home/ Teleworking 18 25 12 5 19 7 25
* Small sample size/base
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Table 4: Residential Respondent views on connected devices to various broadband platforms (Slide 26)

gfp‘r’)i:r Fibre Cable Mobile Fixed Mobile Satellite
phone Ne_twork N_etwork bro_adband Wl_reless bro_adEand (n=6%) %
(n=851) % (n=98) % (n=405) % (n=126) % (n=58) % (n=31*%) %

Laptop 86 87 87 89 86 57 100
Smartphone 68 78 78 74 66 88 85
Tablet 46 59 59 44 34 19 37
Desktop Computer 25 33 33 33 15 4 12
Gaming Console 27 34 34 25 17 14 12
Smart TV 12 20 20 17 4 - 12
Mobile Phone (non-Smartphone) 11 20 20 17 12 6 12
MP3/Digital Music Player 10 13 13 15 5 11 12
Mobile gaming device 10 17 17 12 8 7 -
Mobile enabled internet device 10 19 19 11 4 7 25
* Small sample size/base
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453 Below, ComReg considers whether the following are effective substitutes for
broadband provided over a copper network.

(@)

(b)

(c)

(d)

(e)

(f)
(9)

(h)

Dial-up internet access via a narrowband network (discussed in
paragraphs 4.54 to 4.67 below);

Broadband provided over a FTTC network (discussed in paragraphs 4.68
to 4.94 below);

Broadband provided over a FTTH/FTTPY! network (discussed in
paragraphs 4.95 to 4.116 below);

Broadband provided over a CATV network (discussed in paragraphs
4.117 to 4.144);

Broadband provided over a 3G/4G mobile network (discussed in
paragraphs 4.145 to 4.180 below);

Satellite broadband (discussed in paragraphs 4.181 to 4.205 below);

Broadband provided over a FWA network (discussed in paragraphs
4.206 to 4.236 below); and

Broadband provided over a leased line (discussed in paragraphs 4.237
to 4.249 below).

Is dial-up internet access via a narrowband network an

effective substitute for broadband access provided over

a copper network?

Overview

454 Having regard to the analysis set out in paragraphs 4.55 to 4.67 below,
ComReg’s preliminary view is that narrowband internet access (commonly
referred to as ‘dial-up internet access’) is not likely to be an effective
substitute for broadband access provided over a copper network.

Demand-Side Substitution

455 It is ComReg’s preliminary view that, from a demand-side perspective,
substitutability between dial-up internet access and copper-based broadband
access is likely to be very limited. The following paragraphs compare the
characteristics of dial-up internet access with broadband provided over a
copper network.

171 Fibre to the Premises (‘FTTP’).
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Product Characteristics

4.56

4.57

4.58

Pricing

4.59

4.60

4.61

In Table 2, above, ComReg set out the key characteristics of dial-up internet
access. As of Q1 2016, there were a total of 4,290 subscribers to dial-up
internet access.!’?

Dial-up internet access is typically accessed where there is no viable
alternative broadband platform, particularly in certain rural areas of the
country. Dial-up internet access generally allows internet access at download
speeds up to 56kb over a traditional (copper) telephone line, or up to 128kb
using an Integrated Services Digital Network (‘ISDN’) line. On the other hand,
a broadband service provided over a copper network offers significantly higher
download/upload speeds than dial-up internet access and allows an End User
to access a greater range of services (including video streaming and IP based
services).

Broadband access provided over a copper network also has a broader
functionality capability than dial-up internet access. Broadband internet access
is “always on” and unlike dial-up internet access, does not require an End User
to “dial up” every time internet access is required. A broadband connection
provided on a copper network also allows an End User to use voice and
broadband services at the same time, whereas a dial-up internet access user
is unable to make or receive a voice call while accessing the internet. An ISDN
End User would receive a lower speed internet access service if the line was
being used to make or receive a voice call simultaneously.

Dial-up internet access is a legacy product. Despite the initially higher price of
broadband when it launched a number of years ago, the higher
download/upload speeds and “always on” functionality offered has resulted in
End Users migrating to broadband. Over time the price of broadband services
has fallen and dial-up internet access use has all but diminished.

A HM supplier of a broadband access product provided over a copper network
could likely sustain a SSNIP in the range of 5-10% above the competitive level
without a sufficient number of customers switching to dial-up internet access
to make the price increase unprofitable (given its more restrictive functionality
and speeds). This view is reflected in the End User usage figures in paragraph
4.63 below.

A detailed examination of broadband prices is contained in Appendix: 3.

172Q1 2016 QKDR.
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Intended Use

4.62

4.63

As noted above, dial-up internet access allows access to the internet but offers
a less rich experience than broadband access services, in particular, given its
limited download/upload capabilities it cannot readily access content rich
services.

The migration from dial-up internet access to broadband services over the last
number of years has resulted in a 96% decline in the number of dial-up internet
access subscribers over the 6-year period from Q1 2010 to Q1 2016. Less
than 5,000 customers currently use a dial-up internet access service'’® (as at
Q1 2016). The migration from dial-up internet access to broadband has been
a one-way migration that has occurred as SPs have upgraded network
infrastructure and offered broadband services with higher download speeds to
End Users.

Supply-Side Substitution

4.64

4.65

4.66

ComReg has considered whether, in response to a HM SSNIP of broadband
provided over a copper network, a retail dial-up internet access provider (not
currently providing a retail broadband service) could, within a short timeframe
and without incurring significant (sunk) costs, switch to providing a broadband
service over a copper network such that it would effectively constrain the HM
copper network based broadband supplier by making the SSNIP unprofitable.

ComReg’s preliminary view is that a retail dial-up internet access provider
could not enter the broadband market within a relatively short timeframe and
without incurring significant sunk costs. ComReg notes that Eircom operates
the only ubiquitous copper access network in Ireland, which it uses to provide
retail and wholesale broadband services. Previously this copper network was
used to deliver dial-up internet access services. As a result, Eircom has
already made the necessary investments in new broadband routers and
backhaul necessary to provide broadband services over its copper network.

In addition, ComReg considers that an effective competitive constraint via any
such supply-side substitution by a new entrant is unlikely due to the substantial
sunk costs involved in building a copper access network. Such entry would
likely involve substantial costs, risks and time delays and would not provide a
sufficiently immediate constraint to be taken into account for market definition
purposes.

173 Q1 2016 QKDR.
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Overall preliminary conclusion on internet access via a narrowband
network

4.67

Taking account of product characteristics, pricing and intended use, ComReg
considers that End Users would not find dial-up internet access to be an
effective demand-side substitute for broadband access, and this is confirmed
by actual usage patterns. Furthermore, ComReg does not consider that
supply-side constraints would be immediate or effective for dial-up internet
access to be included in the same relevant market as broadband access
provided over a copper network.

Is broadband provided over an FTTC network an

effective substitute for broadband access provided over

a copper network?

Overview

4.68

Having regard to the analysis set out in paragraphs 4.69 to 4.94 below,
ComReg’s preliminary view is that broadband access provided over an FTTC
network is likely to be an effective substitute for broadband access provided
over a copper network.

Demand Side Substitution

4.69

It is ComReg’s preliminary view that from a demand-side perspective,
substitutability between FTTC and copper-based broadband access is likely to
be high (and potentially asymmetric). The following paragraphs examine
whether broadband provided over an FTTC network is an effective substitute
for copper network based broadband.

Product Characteristics

470

In Table 2, above, ComReg set out the key product characteristics of FTTC
based broadband.
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4.71

4.72

473

4.74

Pricing

4.75

Eircom began rolling out its FTTC network in 2011 and it currently passes 1.6
million premises.’* Eircom’s rollout of its FTTC network was initially largely
confined to urban areas, with smaller towns seeing local exchanges and street
cabinets upgraded to FTTC in 2015 and 2016. As noted in paragraph 3.34
above, the number of customers with broadband provided over a copper
network has declined since Eircom introduced its FTTC network (also
potentially because of competition from broadband provided over other
platforms). The patterns suggest that as Eircom increases its FTTC network
rollout and competing broadband platforms provide faster download speeds,
there will be a further decline in the number of customers using broadband
provided over a copper network, in particular, for those customers that place a
high valuation on faster broadband speeds.

Broadband provided over an FTTC network is commonly sold as uncontended,
with unlimited download allowances. FTTC broadband is also sold in a similar
manner to broadband provided over a copper network, being either sold on a
standalone basis or bundled with services such as fixed telephony and TV
services.

Broadband offered over an FTTC network is typically provided with download
speeds of up to 100Mb and upload speeds of up to 25Mb. ComReg’s
analysis!’® of broadband speeds offered across various broadband packages
shows a maximum speed of 100 Mb on an FTTC network, with the lowest
offered speed being 24 Mb. The download limit is typically unlimited.

As outlined in paragraphs A 2.16 to A 2.18 of Appendix: 2, for residential End
Users on an FTTC network, the average download speed was 70 Mb, with
84% of these receiving speeds up to 100 Mb (Figure 33). As outlined in
paragraphs A 2.58 to A 2.61 of Appendix: 2, for business End Users on an
FTTC network, the average download speed was 51 Mb, with 82% of these
receiving download speeds up to 100 Mb (Figure 67).

A detailed examination of broadband prices is contained in Appendix: 3. FTTC
broadband prices range from €34.95 to €112.00 per month for residential End
Users, and €34.00 to €55.00 per month for business End Users, depending on
the speed of service and whether or not it is offered as part of a bundle.1’®

174 http://fibrerollout.ie/ where-and-when/

175 See Appendix: 3.
176 ComReg analysis of FTTC based broadband packages offered by main operators outlined in
Appendix: 3.
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4.76

4.77

478

As set out in paragraphs A 2.22 to A 2.25 of Appendix: 2, the WLA/WCA
Market Research'’’” showed that residential respondents on an FTTC network
whose broadband is part of a bundle paid an average of €50 per month, with
89% of End Users paying less than €60 per month. For residential respondents
who purchase broadband as a standalone product, the average spend for
those on an FTTC network is €40.09 per month.

As outlined in Appendix: 3, contract lengths for broadband provided over an
FTTC network are typically for a minimum period of 12 months for residential
End Users and likewise for business End Users. Paragraphs A 2.26 to A 2.29
of Appendix: 2 outline the findings of the WLA/WCA Market Research in
relation to contract lengths for residential End Users. 82% of residential
respondents on an FTTC broadband network are in a contract with their
broadband SP, with the average contract lasting 16 months. Paragraphs A
2.62 to A 2.65 of Appendix: 2 outline the findings of the WLA/WCA Market
Research in relation to contract lengths for business End Users. 65% of
business respondents on an FTTC network were in a contract, with 41% of
respondents in a contract of 18 months duration and 23% in a contract of 12
months.

Paragraphs A 2.34 to A 2.42 of Appendix: 2 outline the responses of residential
End Users to a hypothetical price increase (see also Figure 15 and Figure 16
above). For residential respondents with broadband purchased as part of a
bundle, 24% of residential respondents on a Copper Network said that they
would definitely or maybe change their behaviour in response to a hypothetical
price increase.'’® 57% of these respondents indicated that they would cancel
their subscription and switch to an alternative network.'”® 76% of these
respondents reported that they would be very likely or fairly likely to follow
through on this change.®° Of those residential respondents who indicated that
they would cancel and switch in response to the hypothetical price increase
and were likely or fairly likely to do so, 22% indicated they would switch to a
broadband service provided over a Fibre network.8!

177 The WLA/WCA Market Research refers to ‘fibre broadband’ throughout. At the time this research was
undertaken there was limited availability of FTTH based broadband products. As such, the results of the
WLA/WCA Market Research for ‘fibre broadband’ can be reasonably interpreted to refer to FTTC based
broadband access.

178 Slide 109 of the WLA/WCA Consumer Market Research.
179 Slide 111 of the WLA/WCA Consumer Market Research.
180 Slide 114 of the WLA/WCA Consumer Market Research.
181 Slide 117 of the WLA/WCA Consumer Market Research.
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4.80

In addition, 25% of residential respondents on an FTTC network said that they
would definitely or maybe change their behaviour in response to a hypothetical
price increase.'®? 47% of these respondents indicated that they would cancel
their subscription and switch to an alternative network.'®3 76% of these
respondents reported that they would be very likely or fairly likely to follow
through on this change.'®* Of those residential respondents who indicated that
they would cancel and switch in response to the hypothetical price increase
and were likely or fairly likely to do so, 49% indicated they would switch to a
broadband service provided over a copper network.8°

Paragraphs A 2.78 to A 2.86 of Appendix: 2 outline the responses of business
End Users to a hypothetical price increase. For businesses whose broadband
is part of a bundle, if the price of broadband increased by €2 per month, 32%
of businesses on a Copper network would definitely or maybe change their
behaviour in response to a hypothetical price increase.'®® 66% of these
respondents indicated that they would cancel their subscription and switch to
an alternative network.®” Of these respondents, 86% said they were fairly
likely or very likely to do so in response to a €2 increase in the price of their
FTTC based broadband service.*® Of those that said that they would switch,
28% said that they would switch to a broadband service provided over a Fibre
Network.'®® The outcomes for businesses whose copper-based broadband
service is not part of a bundle are similar.

182 Slide 109 of the WLA/WCA Consumer Market Research.
183 Slide 111 of the WLA/WCA Consumer Market Research.
184 Slide 114 of the WLA/WCA Consumer Market Research.
185 Slide 117 of the WLA/WCA Consumer Market Research.
186 Slide 73 of the WLA/WCA Business Market Research.
187 Slide 74 of the WLA/WCA Business Market Research.
188 Slide 75 of the WLA/WCA Business Market Research.
189 Slide 76 of the WLA/WCA Business Market Research.

96



WLA/WCA Market Review ComReg 16/96

4.81

In addition, 24% of businesses on an FTTC network would definitely or maybe
change their behaviour in response to a hypothetical price increase.*®® 79% of
these respondents indicated that they would cancel their subscription and
switch to an alternative network.'°! Of these respondents, 77% said they were
fairly likely or very likely to do so in response to a €2 increase in the price of
their FTTC based broadband service.'®? Of those that said that they would
switch, 39% said that they would switch to a broadband service provided over
a Copper Network.'%® The outcomes for businesses whose FTTC based
broadband service is not part of a bundle are similar.

Intended Use

4.82

4.83

Table 3 and Table 4 present the views of residential respondents to the
WLA/WCA Market Research on their primary use of their home broadband
service and the types of devices connected to it'**. Residential End Users with
a Fibre network!® had broadly the same intended use for broadband as those
residential respondents with a Copper network based broadband service. The
WLA/WCA Market Research revealed that the main uses among End Users
using broadband on a fibre network were browsing the internet (95%), using
email (77%) and social media (70%). Respondents with a Fibre network based
broadband service were more likely to use their broadband service for
downloading or streaming movies or TV content (39%) than respondents with
a Copper network based broadband service (27%). Similarly, the most popular
devices connected to a Fibre broadband service were a laptop (87%),
smartphone (78%) and tablet (59%), broadly similar to the main uses by End
Users with broadband provided over a Copper Network.

For End Users on a Fibre network, the average time spent online per day is 5
hours, with 74% spending up to 5 hours per day online, again, similar to the
time spent by End Users using broadband provided over a Copper Network.

190 Slide 73 of the WLA/WCA Business Market Research.
191 Slide 74 of the WLA/WCA Business Market Research.
192 Glide 75 of the WLA/WCA Business Market Research.
193 Slide 76 of the WLA/WCA Business Market Research.

194 Paragraphs A 2.13 to A 2.15 of Appendix: 2 further outline the findings of the WLA/WCA Market
Research in relation to broadband usage patterns among residential End Users.

195 For the purposes of the WLA/WCA Market Research, “fibre network” is taken to mean FTTC/FTTH
based networks.
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4.84

4.85

Paragraphs A 2.55 to A 2.57 of Appendix: 2 outline the findings of the
WLA/WCA Market Research with respect to broadband usage patterns among
business End Users. For fixed phone line End Users, 96% used broadband for
email and internet, while 40% used it for cloud services and 28% used it for
connectivity between business premises.

As set out in ComReg's QKDR!%, the average data consumption by
broadband users on a FTTC Network is 115.9Gb per month.

Substitution

4.86

4.87

4.88

As noted in paragraph 3.43, the rollout of FTTC networks has advanced
considerably since the 2010 WPNIA Decision and 2011 WBA Decision. Eircom
has rolled out its FTTC network to pass 1.6 million premises and currently has
392,868 wholesale and retail customers. This equates to 22.9% of all active
retail broadband subscriptions in Q1 2016.'°7 Furthermore, the trend observed
by ComReg indicates that the number of retail subscribers using FTTC based
broadband products is likely to increase, particularly as Eircom rolls out fibre
deeper into its network and upgrades cabinets and exchanges (or equivalent
handover points).

Whether End Users would switch from a broadband product provided over a
copper network to an FTTC based broadband product depends on the
geographic availability of such a network. As Eircom’s rollout of its FTTC
advances, ComReg is of the preliminary view that more subscribers will be
likely to migrate to broadband provided over an FTTC network.

ComReg’s preliminary view is that a HM supplier of broadband over a copper
network is unlikely to be able to sustain a profitable SSNIP in the range of 5-
10% above the competitive level without a sufficient number of customers
switching to broadband provided over an FTTC network (where available)
given the similar functionality and the download speeds offered by broadband
services provided over an FTTC network. This view is reflected in the End User
usage figures discussed in paragraph 4.86 above. In addition, as noted in
paragraph A 3.82 and Figure 95 in Appendix: 2, there is a chain of substitution
between copper and FTTC based broadband, where the average retail price
of FTTC broadband falls within the minimum/maximum range of copper based
broadband. It is also important to note that absent regulation in the WLA and
WCA Markets, Eircom is the only supplier of broadband services over a copper
network and over an FTTC network.

196 Q1 2016 ComReg QKDR, pg. 42.
197 Q1 2016 QKDR, page 33.
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Supply Side Substitution

4.89

It is ComReg’s preliminary view that given an FTTC network is an upgrade to
a copper network, it is unlikely that a SP not currently providing broadband
services would roll out an FTTC network. As noted previously, Eircom is the
only SP with a copper network. Since 2011, it has been upgrading its network
to FTTC, with customers switching to broadband services supplied over the
FTTC network.

Service Provider views on Substitutability among Products

4.90

4.91

As part of the assessment, ComReg sought the views of SPs currently
supplying broadband services in Ireland as to whether broadband provided
over various platforms were substitutes for each other. A summary of SPs’
views is set out in Table 5 below.

In response to the February 2015 13D SIR'%®, 11 of the 23 contacted SPs
offering broadband services indicated they were of the view that broadband
services provided over an FTTC network were a substitute for broadband
services provided over a copper network (see Table 5 below). [>< | NG
for example stated that [<
B » addition, Eircom and [<|| N noted that this
substitution is one way (i.e. from DSL to FTTC and not vice versa). None of
the operators who responded to this question were of the view that broadband
services provided over an FTTC network were not a substitute for broadband
services provided over a copper network.

Preliminary Conclusions on FTTC Broadband

4.92

ComReg’s preliminary view is that given the product characteristics and pricing
of FTTC based broadband, along with the evolution in observed demand to
date, FTTC based broadband products are likely to be an effective demand-
side substitute for copper network-based retail broadband products. However,
this is only likely to be the case in geographic areas where FTTC based
broadband is available!®°,

19 ComReg sent a SIR to 23 SPs in February 2015 seeking a range of quantitative and qualitative
information.

199 As noted in paragraph 4.71, Eircom is rolling out its FTTC network, which as of Q2 2016 passes 1.6
million premises.
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4.93

4.94

ComReg considers that substitution between copper-based broadband and
FTTC based broadband is likely to be one-way (or asymmetric) due to the
higher download/upload speeds available on broadband products offered over
FTTC networks. Generally, a subscriber to a FTTC based 100Mb broadband
product is unlikely to find a lower speed broadband product offered on a copper
network to be an effective substitute. However, a subscriber to a copper-based
broadband product may, subject to the valuation attached to download/upload
speed and price, find an FTTC-based retail broadband product to be an
effective substitute.

It is ComReg’s preliminary view that retail broadband products provided over
an FTTC networks are, where available, likely to be an effective substitute for
a broadband service provided over a copper network.
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Table 5: Views of Operator’s on Substitutability of Alternative Platforms for Copper Network based broadband?®

Technology ‘ Airspeed ‘ Colt Digiweb Eircom Imagine Vodafone

FTTC20! Yes < Yes Yes Yes Yes Yevsvg); & Yes
I
FTTH22 Yes <l | Yes Yes Yes Yes Ye\fvg’/)”e' Yes <k < <l
Substitut Cable203 - =< No Yes Yes Yes No Yes
ubstitute .
for Copper arggsogl‘yp?or
NS;‘Q’:(;" %?te”'te - <k No No quality copper Yes No Yes < =< <
services? broadband
' services
FWAZ205 - < No - Yes Yes No No < < B ||
No (except in
206 ) some
Mobile =< No No circumStances Yes No No < < <l
)
Leased
Line207 - =<l - - - - - - BN | EN | <M

200 While views were sought from a total of 23 SPs, some SPs did not express any views regarding the substitutability of copper with other platforms. These
operators include 3PlayPlus, Aurora, E-Net, Equant, ESB Telecoms, Lycamobile, Questzones, SIRO, Strencom, Tesco Mobile, Three and Verizon.

201 The majority of SPs were of the view that FTTC is a substitute for copper-based broadband.

202 The majority of SPs were of the view that FTTH is a substitute for copper-based broadband.

203 The majority of SPs were of the view that Cable is a substitute for copper-based broadband.

204 The majority of SPs were of the view that Satellite is not a substitute for copper-based broadband.

205 The majority of SPs were of the view that FWA is not a substitute for copper-based broadband.

206 The majority of SPs were of the view that Mobile is not a substitute for copper-based broadband.

207 No views were expressed in relation to substitution with leased lines.
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Is broadband provided over an FTTH network an

effective substitute for broadband access provided over

copper and FTTC networks?

Overview

4.95

Having regard to the analysis set out in paragraphs 4.96 to 4.116 below,
ComReg’s preliminary view is that broadband access provided over a FTTH
network is likely to be an effective substitute for broadband access products
provided over a copper or FTTC network.

Demand Side Substitution

Product Characteristics

4.96

4.97

In Table 2, above, ComReg set out the key product characteristics of FTTH
based broadband. As set out in paragraphs 3.43 to 3.45, there have been a
number of FTTH based network rollout announcements by a number of SPs
in Ireland. As of Q1 2016, there were 4,564 subscribers with a FTTH
connection, representing 0.3% of total broadband subscriptions. As noted in
paragraph 3.43, Eircom has announced the rollout of a FTTH network across
Ireland to 300,000 premises. As noted in paragraph 3.45, SIRO, the joint
venture between ESB and Vodafone Ireland, is currently rolling out a FTTH
network across 50 towns, reaching potentially 500,000 customers, with
download speeds up to one gigabit.2%® Digiweb began providing services in
August 2016 via the SIRO network. As of September 2016, SIRO has rolled
out services to [>< | premises in Ireland. In addition, Magnet
operates a FTTH network in parts of Dublin, Meath and Laois?®.

Retail broadband provided over FTTH networks offers download speeds of
between 100Mb and 1Gbs (and at lower speeds). Broadband products
provided over FTTH networks are typically sold in bundles, including with
various combinations of fixed telephony and TV services, as well as also being
sold on a standalone basis. A summary of various FTTH broadband packages
is outlined in Appendix: 3.

208 http://siro.ie/what-is-siro/
209 Details of Magnet’s Fibre network can be found here - https://www.magnet.ie/residential/home-
broadband/
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4.98

4.99

Pricing

4.100

4.101

4.102

4.103

As was the case with FTTC based broadband, ComReg considers that
substitution between copper-based broadband and FTTH based broadband is
likely to be one-way due to the higher download speeds available from FTTH
networks. A subscriber to an FTTH based 100Mb or 1Gb retail broadband
service may not find a lower download/upload speed product offered by copper
network based broadband to be a sufficiently effective substitute, but a
customer of the copper network based broadband service is, from a functional
perspective, likely to find an FTTH-based retail broadband service to be a good
substitute. Substitution between FTTC and FTTH broadband services is also
likely given there is a sufficient overlap of many functional characteristics
(although higher download speeds are attainable on FTTH networks).

The ability to switch from a copper or FTTC based broadband service to a
broadband service provided over an FTTH network is limited by the geographic
availability of these networks. However, on a forward looking basis, coverage
is likely to grow. ComReg also note that insofar as Eircom’s networks are
concerned its FTTC and FTTH networks will not overlap (as they are mutually
exclusive), although FTTC is upgradable to a FTTH network topology.

A detailed examination of FTTH broadband prices is contained in Appendix: 3.
FTTH broadband is generally priced higher than FTTC and copper network
based broadband although some overlaps in pricing exist. FTTH broadband
prices range from €50.00 to €110.00 per month for residential End Users,
depending on whether it is bundled with other services or not. For business
End Users, FTTH broadband ranges from €55.00 to €90.00 per month.

As set out in paragraphs A 2.22 to A 2.25 of 13, the WLA/WCA Market
Research showed that residential respondents on an FTTH network whose
broadband is part of a bundle paid an average of €50 per month, with 89% of
End Users paying less than €60 per month.?1° For residential respondents who
purchase broadband as a standalone product, the average spend for those on
an FTTH network is €40.09 per month.

Contract lengths vary from between 12 and 24 months, with most contracts
being 12 months in duration.

Paragraphs 4.77 to 4.80 of the analysis above in relation to FTTC broadband
outline the findings from the WLA/WCA Market Research on contract durations
and the responsiveness to a hypothetical price increase among residential and
business End Users.

210 The WLA/WCA Market Research does not distinguish between FTTC and FTTH networks.
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Intended Use

4.104

4.105

4.106

4107

As noted above, there have been several announcements by SPs regarding
the rollout of FTTH networks over the coming years, with some of this having
already commenced. As of Q1 2016, there were a total of 4,564 retail
subscribers accessing services via a FTTH network?!!, This equates to 0.3%
of all active retail broadband subscriptions in Q1 2016.

The ability to switch to a broadband product provided over an FTTH network
depends on the geographic availability of FTTH networks. To date, rollout of
FTTH has been limited, as noted in paragraphs 3.43 to 3.45 of this
Consultation. As the rollout of FTTH advances in the coming years, ComReg
is of the preliminary view that more subscribers will switch to broadband
provided over an FTTH network, given the faster download speeds available.

FTTH networks have the same intended use as FTTC based networks. Retail
subscribers using a FTTH network can access the same retail broadband,
telephony and TV services as those that can be provided over a FTTC network,
albeit with faster download and upload speeds available over a FTTH network.

Table 3 and Table 4 present the views of residential respondents to the
WLA/WCA Market Research on their primary use of their home broadband
service and the types of devices connected to it?*?. Residential End Users with
a Fibre network?'® had broadly the same intended use for broadband as those
residential respondents with a Copper network based broadband service. The
WLA/WCA Market Research revealed that the main uses among End Users
using broadband on an fibre network were browsing the internet (95%), using
email (77%) and social media (70%). Respondents with a Fibre network based
broadband were more likely to use their broadband service for downloading or
streaming movies or TV content (39%) than respondents with a Copper
network based broadband service (27%). Similarly, the most popular devices
connected to a Fibre broadband service were a laptop (87%), smartphone
(78%) and tablet (59%), broadly similar to the main uses by End Users with
broadband provided over a Copper Network.

211 As of Q1 2016, Eircom and Magnet supplied services via a FTTH network.
212 paragraphs A 2.13 to A 2.15 of Appendix: 2 further outline the findings of the WLA/WCA Market
Research in relation to broadband usage patterns among residential End Users.

213 For the purposes of the WLA/WCA Market Research, “fibre network” is taken to mean FTTC/FTTH
based networks.
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4.108 For End Users on a Fibre network, the average time spent online per day is 5
hours, with 74% spending up to 5 hours per day online, again, similar to the
time spent by End Users using broadband provided over a Copper Network.

4.109 As set out in ComReg’'s QKDR?“4, the average data consumption by
broadband users on a FTTH Network is 51.8 Gb per month.

Substitution

4.110 As noted in paragraphs 3.43 to 3.45, a number of SPs are currently rolling out
FTTH based networks, including Eircom, which also provides FTTC and
copper-based broadband services. ComReg is of the preliminary view that the
number of retail subscribers using FTTH based broadband products is likely to
increase as it becomes more widely available.

4111 As FTTH services become more widely available, a HM supplier of copper and
FTTC based broadband services is unlikely to be able to sustain a profitable
SSNIP in the range of 5-10% above the competitive level without a sufficient
number of customers switching to broadband provided over an FTTH network
(where available) given similar functionality and the download speeds offered.
As noted in paragraph 4.107 above, residential respondents to the WLA/WCA
Market Research use broadband provided over Fibre and Copper networks in
a similar way, using similar connected devices.

Supply Side Substitution

4112 1t is ComReg’s preliminary view that broadband provided over an FTTH
network is an effective substitute for FTTC and Copper Network based
broadband services. There is currently no FTTH network operating in Ireland
that is not used to provide retail and/or wholesale broadband services.
Furthermore, it is unlikely that a potential entrant would rollout a FTTH based
network without the aim of providing either retail and/or wholesale broadband
access.

Service Provider views on Substitutability among Products

4113 As part of the assessment, ComReg also drew on the views of operators on
the substitutability of FTTH with copper and FTTC based broadband.

4.114 As set out in Table 5 above, 11 of the 23 SPs contacted expressed a view on
this issue, with 10 of the view that FTTH is a substitute for copper-based
broadband while 1 considered that it was not. However, as noted by [<||| ]
. this substitution is one way (i.e. from ADSL to FTTH and not vice
versa).

214 Q1 2016 ComReg QKDR.
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Preliminary Conclusions on FTTH Broadband

4115 ComReg’'s preliminary view is that the product characteristics, pricing and
intended use of retail broadband offered over alternative FTTH networks would
in principle make it a good demand side substitute for an End User of FTTC
and/or copper network-based retail broadband. However, this is constrained
by the geographic coverage of FTTH networks, which are currently limited but
expected to grow over the period of this review.

4116 ComReg considers that the product characteristics, pricing and intended use
of FTTH based retail broadband services are broadly similar to those of copper
network-based broadband, and that FTTH can be classified as being in the
same relevant market as copper-based broadband.

Is broadband provided over a CATV network an effective
substitute for broadband access provided over copper,
FTTC and FTTH networks?

Overview

4.117 Having regard to the analysis set out in paragraphs 4.118 to 4.144 below,
ComReg’s preliminary view is that broadband provided over a CATV network
is likely to be an effective substitute for broadband access provided over a
copper, FTTC or FTTH network.

Demand Side Substitution

Product Characteristics

4.118 In Table 2, above, ComReg set out the key product characteristics of CATV
broadband. As of Q1 2016, there were 370,575 subscribers on CATV based
broadband, representing 21.6% of total broadband subscriptions.?1®

4.119 Asnoted in paragraph 3.21, Virgin Media operates a CATV broadband network
in certain geographic locations of Ireland (predominantly urban areas). Its
coverage footprint extends to 784,400 premises (representing 45% of
households in Ireland). Virgin Media offers products with download speeds of
up to 240Mb and 360Mb to residential customers while products of 50Mb,
100Mb, and 250Mb are offered to business customers. By comparison, as
noted earlier, products offered over copper and FTTC based networks have
download speeds ranging from 24Mb to 100Mb, whereas FTTH broadband
products have download speeds of up to 1,000Mb. A more detailed
examination of download speeds and price is contained in Appendix: 3.

215 Total broadband subscriptions is the sum of Copper, FTTC, Cable, FWA, Other (Satellite and FTTH)
and Mobile broadband.
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4.120

4.121

4.122

Pricing

4123

4.124

4125

As outlined in paragraphs A 2.16 to A 2.18 of Appendix: 2, for residential End
Users with CATV based broadband, the average download speed cited was
83 Mb, with 76% receiving speeds up to 100 Mb. As also outlined in
paragraphs A 2.58 to A 2.61 of Appendix: 2, for business End Users with CATV
based broadband, the average download speed was 115 Mb.

Virgin Media supply broadband over its CATV network with unlimited download
allowances. By way of comparison, Eircom’s copper broadband products are
offered with download allowances that are limited to 30Gb and allowances that
are unlimited.?'® Eircom’s FTTC and FTTH based broadband products are
typically sold with unlimited download allowances.

Since the 2011 WBA Decision, Virgin Media upgraded its CATV network to
DOCSIS 3. This has enabled Virgin Media to increase the download speed of
broadband products offered over its network from 30Mb to 360Mb, with the
potential to increase the speed further. At the same time, Eircom has
undertaken a rollout of its FTTC network to provide download speeds of 100Mb
and more recently its FTTH network with download speeds of up to 1Gb.

A detailed examination of CATV broadband bundle prices is contained in
Appendix: 3. CATV broadband bundles range from €50.00 to €90.00 per
month for residential End Users, depending on speed and whether or not it is
bundled with other products. For business End Users, CATV broadband
ranges from €45.00 to €99.00 per month.

As set out in paragraphs A 2.22 to A 2.25 of Appendix: 2, the WLA/WCA
Market Research showed that residential respondents on a CATV network
whose broadband is purchased as part of a bundle paid an average of €72 per
month for their bundle, with 74% of End Users paying up to €80 per month.
For residential respondents who purchase CATV broadband as a standalone
product, the average spend is €42.21 per month.

As outlined in Appendix: 3 of this document, contract lengths for broadband
provided over a CATV network are typically for a period of 18 months for
residential End Users and 12 months for business End Users.

216 \With the exception of one package, which has a download allowance of 2Gb.
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4.126

4127

Paragraphs A 2.26 to A 2.29 of Appendix: 2 outline the findings of the
WLA/WCA Market Research in relation to contract lengths for residential End
Users. 43% of residential respondents on a CATV network are in a contract
with their broadband provider, with the average contract lasting 13 months.
75% of residential respondents with CATV broadband were in contracts that
lasted 12 months. A 2.62 to A 2.65 of Appendix: 2 outline the findings of the
WLA/WCA Market Research in relation to contract lengths for business End
Users. On the business side, 59% of respondents with a CATV broadband
service were in a contract. 34% of these respondents were in a contract of 12
months duration while 29% were in a contract of 18 months duration.

Paragraphs A 2.1 to A 2.42 of Appendix: 2 outline the responses of residential
End Users to a hypothetical price increase (see also Figure 15 and Figure 16
above). For residential respondents with broadband purchased as part of a
bundle, 24% of residential respondents on a Copper Network said that they
would definitely or maybe change their behaviour in response to a hypothetical
price increase.?!’ 57% of these respondents indicated that they would cancel
their subscription and switch to an alternative network.?'® 76% of these
respondents reported that they would be very likely or fairly likely to follow
through on this change.?'® Of those residential respondents who indicated that
they would cancel and switch in response to the hypothetical price increase
and were likely or fairly likely to do so, 41% indicated they would switch to a
broadband service provided over a CATV network.??0

217 Slide 109 of the WLA/WCA Consumer Market Research.
218 Slide 111 of the WLA/WCA Consumer Market Research.
219 Slide 114 of the WLA/WCA Consumer Market Research.
220 Slide 117 of the WLA/WCA Consumer Market Research.
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4.128

4.129

For those residential respondents on an FTTC network, 25% said that they
would definitely or maybe change their behaviour in response to a hypothetical
price increase.??! 47% of these respondents indicated that they would cancel
their subscription and switch to an alternative network.??? 76% of these
respondents reported that they would be very likely or fairly likely to follow
through on this change.??® Of those residential respondents who indicated that
they would cancel and switch in response to the hypothetical price increase
and were likely or fairly likely to do so, 51% indicated they would switch to a
broadband service provided over a CATV network.??*

In addition, 29% of residential respondents on a CATV network said that they
would definitely or maybe change their behaviour in response to a hypothetical
price increase.??® 44% of these respondents indicated that they would cancel
their CATV broadband subscription and switch to an alternative network.?22¢
64% reported that they would be very likely or fairly likely to follow through on
this change.??” Of those residential respondents who indicated that they would
cancel and switch their CATV broadband subscription in response to the
hypothetical price increase and were likely or fairly likely to do so, 36%
indicated they would switch to a Copper network based broadband service
while 41% would switch to an FTTC network.??®

221 Slide 109 of the WLA/WCA Consumer Market Research.
222 Slide 111 of the WLA/WCA Consumer Market Research.
223 Slide 114 of the WLA/WCA Consumer Market Research.
224 Slide 117 of the WLA/WCA Consumer Market Research.
225 Slide 109 of the WLA/WCA Consumer Market Research.
226 Slide 111 of the WLA/WCA Consumer Market Research.
227 Slide 114 of the WLA/WCA Consumer Market Research.
228 Slide 117 of the WLA/WCA Consumer Market Research.
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4.130 Paragraphs A 2.78 to A 2.86 of Appendix: 2 outline the responses of business

4.131

End Users to a hypothetical price increase. For businesses whose broadband
is part of a bundle, if the price of broadband increased by €2 per month, 32%
of businesses on a Copper network would definitely or maybe change their
behaviour in response to a hypothetical price increase.??® 66% of these
respondents indicated that they would cancel their subscription and switch to
an alternative network.?30 Of these respondents, 86% said they were fairly
likely or very likely to do so in response to a €2 increase in the price of their
copper-based broadband service.?®! Of those that said that they would switch,
28% said that they would switch to a broadband service provided over a Fibre
Network.?®2 The outcomes for businesses whose copper-based broadband
service is not part of a bundle are similar.

For those business respondents on an FTTC network, 24% of businesses on
an FTTC network would definitely or maybe change their behaviour in
response to a hypothetical price increase.?®®* 79% of these respondents
indicated that they would cancel their subscription and switch to an alternative
network.?3* Of these respondents, 77% said they were fairly likely or very likely
to do so in response to a €2 increase in the price of their FTTC based
broadband service.?3® Of those that said that they would switch in response to
a hypothetical price increase, no respondents indicated that they would switch
to a broadband service provided over a CATV Network, indicating a lack of
substitution.?%® The outcomes for businesses whose FTTC based broadband
service is not part of a bundle are similar.

229 Slide 73 of the WLA/WCA Business Market Research.
230 glide 74 of the WLA/WCA Business Market Research.
231 Slide 75 of the WLA/WCA Business Market Research.
232 Slide 76 of the WLA/WCA Business Market Research.
233 Slide 73 of the WLA/WCA Business Market Research.
234 Slide 74 of the WLA/WCA Business Market Research.
235 Slide 75 of the WLA/WCA Business Market Research.
236 Slide 76 of the WLA/WCA Business Market Research.
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4.132

For businesses whose CATV broadband is part of a bundle, if the price of their
CATV broadband increased by €2 per month, 37% of businesses indicated
they would definitely or maybe change their behaviour in response to a
hypothetical price increase.??’ 59% of these respondents indicated that they
would cancel their CATV broadband subscription and switch to an alternative
network.?3® Of these, 89% said they were fairly likely or very likely to do so in
response to a €2 increase in the price of their CATV broadband service.?®° Of
those that said that they would switch in response to a hypothetical price in
increase, 40% said that they would switch to a copper-based broadband
service and 15% said that they would switch to an FTTC network. The
outcomes for businesses whose CATV broadband is not part of a bundle are
similar.

Intended Use

4.133

4.134

Table 3 and Table 4 present the views of residential respondents to the
WLA/WCA Market Research on their primary use of their home broadband
service and the types of devices connected to it?*°. Residential End Users
accessing broadband services via a CATV network had broadly the same
intended use for broadband as those residential respondents with a Copper
network based broadband service. The WLA/WCA Market Research revealed
that the main uses among End Users using broadband on a CATV network
were browsing the internet (94%), using email (84%) and social media (67%).
Respondents with a CATV network based broadband were more likely to use
their broadband service for real-time video or voice messaging (47%) than
respondents with a Copper network based broadband service (37%). Similarly,
the most popular devices connected to a CATV broadband service were a
laptop (87%), smartphone (78%) and tablet (59%), broadly similar to the main
uses by End Users with broadband provided over a Copper Network.

For End Users with a CATV broadband service, the average time spent online
per day is 4 hours, again, similar to the time spent by End Users using
broadband provided over a Copper Network.

237 Slide 73 of the WLA/WCA Business Market Research.
238 Glide 74 of the WLA/WCA Business Market Research.
239 Glide 75 of the WLA/WCA Business Market Research.

240 paragraphs A 2.13 to A 2.15 of Appendix: 2 further outline the findings of the WLA/WCA Market
Research in relation to broadband usage patterns among residential End Users.
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4.135

4.136

Paragraphs A 2.55 to A 2.58 of Appendix: 2 outline the findings of the
WLA/WCA Market Research with respect to CATV broadband usage patterns
among business End Users. For business CATV broadband users, 93% used
their CATV broadband for email and internet, while 39% used it for cloud
services and 29% used it for connectivity between business premises.

As set out in ComReg's QKDR?%, the average data consumption by
broadband users on a CATV Network is 116.6 Gb per month.

Substitution

4137

4.138

4.139

As noted in Section 3, at the end of Q1 2016 broadband provided over a CATV
network accounted for 370,575 broadband subscriptions, while Copper
network subscriptions stood at 505,639 subscriptions and FTTC subscriptions
stood at 392,868.%42

Given the results of the WLA/WCA Market Research presented above,
ComReg’s preliminary view is that a HM supplier of a copper-based broadband
service is unlikely to be able to sustain a profitable SSNIP in the range of 5-
10% above the competitive level without a sufficient number of customers
switching to CATV broadband (where it is available).

Based on the above, it is ComReg’s preliminary view that CATV is likely to be
an effective demand-side substitute to Copper, FTTC and FTTH network
based broadband services.

Supply Side Substitution

4.140

ComReg considers that supply-side substitution from a CATV network is
unlikely to occur in the lifetime of this market review. CATV based broadband
is already available from Virgin Media. ComReg notes that there is no CATV
network operator in Ireland that does not already offer retail broadband
services, and this situation is unlikely to change over the lifetime of this market
review.

Service Provider views on Substitutability among Products

4.141

As part of the assessment, ComReg also drew on the views of SPs on the
substitutability of CATV based broadband services with broadband provided
over a copper network. Eight of the 23 broadband SPs contacted (see Table 5
above) are of the view that CATV is a substitute for broadband provided over
a copper network based on the comparability of speed and price.

241 Q1 2016 ComReg QKDR.

242 Figure 7 of Section 3.
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Preliminary Conclusions on CATV broadband

4.142 ComReg’s preliminary view is that the product characteristics, pricing and
intended use of CATV-based retail broadband services and broadband
services offered over copper, FTTC and FTTH networks are sufficiently similar,
albeit noting that download speeds can differ. This would initially suggest that
customers would find them to be good demand-side substitutes, subject to
availability and switching costs not posing a barrier to substitution.

4.143 ComReg notes, however, that CATV-based broadband is available only in
certain geographic areas and that this reduces the total number of customers
who could choose to buy CATV broadband instead of copper, FTTC and FTTH
based broadband. Based on relevant product and pricing parameters it is
conceivable that sufficient switching could take place within the areas where
CATV based broadband products are sold, such that a relatively small (5-10%)
retail price increase in copper, FTTC or FTTH based broadband services
within the CATV network area would not likely be profitable.

4.144 ComReg is therefore of the preliminary view that CATV-based broadband
access is in the same relevant retail market as copper, FTTC and FTTH (FTTC
and FTTH referred to together as ‘FTTx’) based broadband access.

Is broadband provided over a 3G/4G mobile network an

effective substitute for retail broadband access provided

over copper, FTTC, FTTH and CATV networks?

Overview

4.145 Having regard to the analysis set out in paragraphs 4.146 to 4.180, ComReg’s
preliminary view is that broadband provided over a 3G/4G mobile network
(‘mobile broadband’) is not likely to be an effective substitute for copper,
CATV or FTTX based broadband service.

Demand Side Substitution

Product Characteristics

4146 In Table 2, above, ComReg set out the product characteristics of mobile
broadband.

4.147 3G/4G mobile networks can be used to supply broadband access in two ways
— via a mobile phone (either on the device itself or via tethering?*® to another
device) or via a mobile data card (commonly referred to as a ‘dongle’ or ‘MiFi
device’).

243 Tethering is a process where a mobile phone is connected to another device (e.g. laptop) to provide
internet access. The two devices can either be connected physically via a cable or wirelessly using
technology such as Bluetooth.
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4.148

4.149

4.150

In the following analysis, ComReg considers specifically whether the product
characteristics/functionality of broadband provided using a mobile data-card
are sufficiently similar to retail broadband access provided over copper, FTTX
and CATYV networks, e.g. in terms of throughput capability, reliability of service,
latency, and contention management.

ComReg’s preliminary view is that the attainable download speeds over mobile
broadband platforms are likely to be highly variable. Although mobile
broadband has a theoretical advertised maximum network download capability
of typically up to 150Mb?* (depending on the network capability of the
individual mobile broadband MSP) actual download speeds achieved are
typically considerably lower. This is largely because the access network layer
(i.e. the area served by a mobile base station) within the mobile broadband
network is shared across multiple End Users utilising the broadband services
within that area. This issue is exacerbated by the mobile nature of the
broadband service, in particular, the ability for End Users to ‘roam’ across the
mobile network means that the number of users within the footprint of a specific
coverage area of a mobile base station can be variable.

ComReg assesses 3G/4G download speeds as part of the assessment of
Mobile Network Operators’ (‘MNO(s)’) compliance with spectrum license
obligations. ComReg’s latest assessment of 3G/4G download speeds (‘2015
Mobile Coverage Assessment’)>*>, presented in Table 6 below, shows
significant variation in the download speeds experienced, depending on the
network used. The typical speeds experienced in the test were significantly
lower than the theoretical maximum speeds available on the mobile broadband
products provided by the MNOs.

Table 6: Extract from ComReg’s 2015 Mobile Coverage Assessment

3G 6.81
Meteor

LTE 14.47

3G 3.67
Three Ireland

LTE 10.60

244 VVodafone Ireland offer mobile broadband products with speeds up to 150Mb. Details available here
- http://shop.vodafone.ie/shop/mobile-broadband/micro-mobile-broadband-sim

245 ComReg Information Notice 16/27 “Assessment of Mobile Network Operators’ Compliance with
Licence Obligations (Coverage) — Winter 2015”, published 20th April 2016, pg. 28 (‘2015 Mobile
Coverage Assessment’).

114


http://shop.vodafone.ie/shop/mobile-broadband/micro-mobile-broadband-sim
http://www.comreg.ie/_fileupload/publications/ComReg1627.pdf

WLA/WCA Market Review ComReg 16/96

4.151

4.152

4.153

02 Ireland 3G 3.89
(now subsumed '
into Three
Ireland) LTE 12.67
3G 8.95
Vodafone
LTE 20.40

ComReg’s analysis of available mobile broadband packages shows that
advertised download speeds range from 7.2 Mb to 150 Mb, with the average
being 44Mb.?*¢ By comparison, retail broadband access provided over a
copper network has a theoretical maximum network download capabilities of
up to 24Mb. FTTC, CATV and FTTH networks have maximum advertised
download capabilities of 100Mb, 360Mb and 1000Mb respectively.

As outlined in paragraphs A 2.16 to A 2.18 of Appendix: 2, for residential End
Users on a mobile broadband product, the average download speed was 16
Mb, with 66% receiving speeds up to 15 Mb. As outlined in paragraphs A 2.58
to A 2.61 of Appendix: 2, for business End Users on mobile broadband, the
average download speed was 5 Mb, with no business obtaining a speed above
24 Mb.

ComReg notes that the mobile broadband offerings typically include a
download allowance. As noted in Table 2, the typical download allowance of
mobile broadband plans is up to 50Gb, with some plans offering download
allowances in excess of this amount. As set out in ComReg’s QKDR?*’, the
average data consumption by mobile broadband users on a 3G/4G Network is
7.4Gb per month.

246 ComReg analysis of mobile broadband speeds based on operators’ advertised offerings, outlined in
Appendix: 3. As noted in footnote 244, Vodafone offers mobile broadband packages with advertised
speeds as high as 150Mb.

247 Q1 2016 ComReg QKDR.
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4.154

Pricing

4.155

4.156

4.157

It is ComReg'’s preliminary view that while the network capabilities on both
fixed and mobile broadband networks have continued to improve as SPs have
invested in their networks, the gap between the head line network download
capabilities has remained, and potentially widened over time with the rollout of
FTTH and DOCSIS 3 networks. ComReg anticipates that a sufficiently material
gap in performance between fixed and mobile broadband networks will remain
over the period of this market review.

ComReg’s analysis of mobile broadband packages shows that prices range
from as low as €4.99 to €69.99 per month?*, with an average price of
€22.00.249

As set out in paragraphs A 2.22 to A 2.25 of Appendix: 2, the WLA/WCA
Market Research showed that residential respondents on a mobile broadband
product whose broadband service is part of a bundle paid an average of €56
per month, with 72% of End Users paying up to €70 per month. For residential
respondents who purchase broadband as a standalone product, the average
spend for those on a mobile network is €23.58 per month.

Contract lengths for mobile broadband vary between not having a contract
period, prepaid services and contracts of up to 24 months for residential End
Users (and likewise for business End Users). Paragraphs A 2.26 to A 2.29 of
Appendix: 2 outline the findings of the WLA/WCA Market Research in relation
to contract lengths for residential End Users. 32% of residential respondents
on mobile broadband are in a contract with their MSP, with the average
contract lasting 14 months. 51% of residential respondents were on a 12 month
contract. Paragraphs A 2.62 to A 2.65 of Appendix: 2 outline the findings of the
WLA/WCA Market Research in relation to contract lengths for business End
Users. On the business side, 80% of respondents on mobile broadband were
in a contract. 33% of respondents were in a contract of 12 months duration
while 42% were in a contract of 18 months.

248 A detailed examination of fixed broadband prices is contained in Appendix: 3.

249 ComReg analysis of mobile broadband speeds based on SPs’ advertised offerings.
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4.158

4.159

4.160

4.161

Paragraphs A 2.1 to A 2.42 of Appendix: 2 outline the responses of residential
End Users to a hypothetical price increase (see also Figure 15 and Figure 16
above). For residential respondents with broadband purchased as part of a
bundle, 24% of residential respondents on a Copper Network said that they
would definitely or maybe change their behaviour in response to a hypothetical
price increase.?*° 57% of these respondents indicated that they would cancel
their subscription and switch to an alternative network.?>* 76% of these
respondents reported that they would be very likely or fairly likely to follow
through on this change.?>? Of those residential respondents who indicated that
they would cancel and switch in response to the hypothetical price increase
and were likely or fairly likely to do so, 8% indicated they would switch to a
broadband service provided over a Mobile network.2%3

For those residential respondents on a Fibre network, respondents did not
indicate whether they would switch to Mobile broadband in response to a
hypothetical increase in the price of Fibre broadband.?>*

For those residential respondents on a Cable network, respondents did not
indicate whether they would switch to Mobile broadband in response to a
hypothetical increase in the price of Cable broadband.?>®

Paragraphs A 2.78 to A 2.86 of Appendix: 2 outline the responses of business
End Users to a hypothetical price increase. For businesses whose broadband
is part of a bundle, if the price of broadband increased by €2 per month,
businesses on a Copper network did not indicate whether they would switch to
Mobile broadband.?®® The outcomes for businesses whose copper-based
broadband service is not part of a bundle are similar. For businesses whose
broadband is part of a bundle, if the price of broadband increased by €2 per
month, businesses on a Fibre network did not indicate whether they would
switch to Mobile broadband.

250 Slide 109 of the WLA/WCA Consumer Market Research.

251 Slide 111 of the WLA/WCA Consumer Market Research.

252 Slide 114 of the WLA/WCA Consumer Market Research.

253 Slide 117 of the WLA/WCA Consumer Market Research. Note: small sample size.
254 Slide 117 of the WLA/WCA Consumer Market Research.

255 Slide 117 of the WLA/WCA Consumer Market Research.

2% Slide 76 of the WLA/WCA Business Market Research.
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4.162

4.163

For businesses whose CATV broadband is part of a bundle, if the price of their
CATV broadband increased by €2 per month, respondents did not indicate if
they would switch to Mobile broadband in response to this hypothetical price
increase in CATV. The outcomes for businesses whose CATV broadband is
not part of a bundle are similar.

For businesses whose broadband is part of a bundle, if the price of broadband
increased by €2 per month, business respondents did not indicate whether
they would switch to an alternative platform in response to a hypothetical price
increase.?®” The outcomes for businesses whose mobile broadband is not part
of a bundle are similar.

Intended Use

4.164

4.165

Retail broadband provided on copper, FTTx?>® and CATV networks is typically
marketed on the basis of characteristics such as price, unlimited download
allowances, download speed and availability within bundled offerings. On the
other hand, mobile broadband offerings highlight product mobility,
convenience and coverage. Mobile broadband offerings are, relative to fixed
broadband, more constrained by the limited download allowances offered. This
is likely to limit the substitutability of mobile broadband with other fixed
broadband services, which typically have much higher download allowances
(or none at all) and have faster download speeds.

Table 3 and Table 4 present the views of residential respondents to the
WLA/WCA Market Research on their primary use of their mobile broadband
service and the types of devices connected to it.?>® Residential End Users
accessing broadband services via a mobile network had different uses for their
broadband service as those residential respondents with a Copper, Fibre or
CATV network based broadband services. While respondents used mobile
broadband to browse the internet, use email or social media to the same extent
as respondents using a fixed connection, they were less likely to use a mobile
broadband service for more data download intensive tasks such as streaming
movies, catch-up TV or gaming. Mobile broadband users were also less likely
to use the service for online banking or bill paying?®°. The lower use by mobile
broadband users of more data hungry applications may, in part, be due to the
more limited download allowances offered on such products.

257 Glide 75 of the WLA/WCA Business Market Research.

258 FTTx means FTTC and FTTH.
259 Paragraphs A 2.13 to A 2.15 of Appendix: 2 further outline the findings of the WLA/WCA Market
Research in relation to broadband usage patterns among residential End Users.

260 Slide 29 of WLA/WCA Consumer Market Research.
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4.166

4.167

4.168

The most popular devices connected to a mobile broadband service were a
laptop (89%), smartphone (74%) and tablet (44%), broadly similar to the main
uses by End Users with broadband provided over a Copper, Fibre or CATV
Network.

Paragraphs A 2.13 to A 2.15 of Appendix: 2 outline the findings of the
WLA/WCA Market Research in relation to broadband usage patterns among
residential End Users. 8% of residential respondents used a 3G/4G mobile
broadband device as a means of broadband access?%!. When asked about
how many hours a day the household uses the means of broadband access,
mobile broadband users had an average usage of 3 hours per day, compared
to 4 or 5 hours a day for copper, CATV or FTTC based broadband users?2,

Paragraphs A 2.55 to A 2.58 of 13 outline the findings of the WLA/WCA Market
Research with respect to broadband usage patterns among business End
Users. For mobile broadband users, 100% used broadband for email and
internet, while 10% used it for cloud services and 5% used it for connectivity
between business premises. By way of contrast, significantly more business
users on a Copper (21%), Fibre (40%) or CATV (39%) network used their
service for cloud computing. Furthermore, Copper (16%), Fibre (28%) or CATV
(29%) network were more likely to be used for connectivity to business
premises than mobile broadband. The above suggests that there are some
differences in intended use of mobile broadband services relative to fixed
broadband services.

Substitution

4.169

4.170

Having regard to the above, ComReg’s preliminary view is that mobile
broadband is not likely to be sufficiently functionally equivalent to broadband
provided over copper, FTTx and CATV networks. In particular, the variability
and reliability in download speeds due to contention (having regard to the
number of users within mobile-based station areas and their nomadicity),
coupled with more limited download allowances and its impact on intended
use, would appear to make mobile broadband less likely to be an effective
demand-side substitute for fixed broadband.

The functionality of broadband access over a mobile phone for example is
limited in terms of screen size, resolution, and availability of applications.

261 Glide 24 of WLA/WCA Consumer Market Research.
262 Slide 27 of WLA/WCA Consumer Market Research.
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4171

ComReg notes that the main retail providers of fixed broadband services
(Eircom, Vodafone and Virgin Media) also operate mobile networks and have
the ability to provide 3G/4G mobile broadband services. Both Eircom (through
Meteor) and Vodafone provide mobile broadband services, in addition to a
number of other MSPs.

Supply Side Substitution

4.172

4173

4.174

4175

At present, several fixed broadband suppliers offer mobile broadband services.
However, it may not be possible, over the short term and without incurring
significant sunk costs, for a SP offering only mobile broadband services to
commence offering fixed broadband services by way of supply-side
substitution. In particular, this would involve substantial investment in physical
infrastructure (including i.e. ducts and poles). As noted in paragraph 4.171
above, some mobile broadband providers?®3® also offer fixed broadband
services (although in most cases this is using wholesale inputs provided by
Eircom pursuant to its existing SMP obligations under the 2010 WPNIA
Decision and the 2011 WBA Decision).

In response to a hypothetical price increase in the notional retail market for
broadband provided over a copper, FTTx or CATV network, it is unlikely in the
medium term that SPs offering only mobile broadband services would
commence supplying such fixed broadband products, rendering the
hypothetical price increase unprofitable. However, SPs that offer both mobile
broadband and broadband provided over a fixed network have already been
accounted for in the analysis above in paragraph 4.171 (with such fixed
broadband products considered to fall within the same relevant retail market).

It is ComReg’s preliminary view, however, that the existence of SPs offering
both fixed and mobile broadband services does not constitute evidence of
effective supply-side substitution as it would not be commercially rational for
the diversifying mobile broadband network operator to operate two networks
in parallel (i.e. a mobile broadband and a fixed broadband network) were
mobile broadband to be considered a sufficiently close substitute for fixed
broadband. Rather, it suggests that these services may be more
complimentary in nature and that such investment is intended to allow SPs to
service new markets and access a new customer base that has distinct needs.

To this end, it is ComReg’s preliminary view that from a supply-side
perspective, mobile broadband is not considered a supply side substitute for
broadband provided over a Copper, FTTC, FTTH or CATV network and other
fixed broadband platforms.

263 Both Meteor and Vodafone offer mobile broadband and fixed broadband services. Three Ireland
provide fixed broadband services to customers formerly served by O2 Ireland. Three Ireland does not
offer fixed broadband services to new customers.
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Service Provider views on Substitutability among Providers

4176 As part of the assessment, ComReg also drew on the views of operators on
the substitutability of mobile broadband with DSL broadband.

4177 As noted in Table 5 above very few of the broadband SPs contacted are of the
view that mobile broadband is a substitute to copper-based broadband
services (and by implication FTTx and CATV services).

4178 Eircom (incorporating the views of Meteor), [ GGl and
<l \ere of the view that mobile broadband was not an effective
substitute for fixed broadband?64 for the majority of customers, and that only in
some circumstances could mobile broadband be considered a substitute for
fixed broadband. Three and Tesco Mobile, who both provide mobile
broadband services, did not express any views.

Preliminary Conclusions on Mobile Broadband

4179 Having considered relevant demand-side factors including functionality,
pricing and End User usage, as well as relevant supply side factors, ComReg’s
preliminary view is that retail mobile broadband is not likely to be a sufficiently
effective substitute for retail broadband provided over a copper, FTTC, FTTH
and CATV network.

4.180 ComReg’s preliminary view is that there are sufficient functional differences
between mobile broadband and broadband provided over a copper, FTTC,
FTTH and CATV network, which mean that mobile broadband is not likely to
be considered an effective substitute by most fixed broadband customers. In
particular, mobile broadband offers the customer mobility, but is more limited
compared to fixed broadband in terms of actual download speeds, reliability of
service and download allowances. Differences in intended use are also
evident.

Is broadband provided over Satellite an effective
substitute for retail broadband access provided over
copper, FTTC, FTTH and CATV networks?

Overview

4.181 Having regard to the analysis set out in paragraphs 4.182 to 4.205 below,
ComReg’s preliminary view is that broadband provided over satellite is not
likely to be an effective substitute for broadband access provided over a
copper, FTTC, FTTH and CATV network.

264 <. Digiweb and [<|JJll] supported this view, although they do not offer mobile
broadband.
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Demand Side Substitution

Product Characteristics

4.182

4.183

Pricing

4.184

4.185

4.186

In Table 2, above, ComReg set out the key product characteristics of satellite
broadband. As of Q1 2016, there were 5,523 subscribers to satellite broadband
with this figure having broadly remained at this level over the last number of
years.

Satellite services in Ireland are typically available at a headline download
speed of up to 20Mb and an upload speed of between 128kb—2Mb (22Mb on
business packages).?®®> Satellite broadband packages are usually
differentiated by the size of the inclusive download allowance, as well as the
download speed. These download allowances can make satellite broadband
products more restrictive relative to broadband provided over other platforms.
For example, as at Q1 2016, Digiweb offered four different satellite based
broadband services, all with an advertised download speed between 7Mb and
22Mb and with varying download allowances of 15Gb, 20Gb, 30Gb and
40Gh.?%% Digiweb also offer a “Night-time Traffic discount” for use outside peak
hours.

A detailed examination of broadband prices is contained in Appendix: 3.
Satellite broadband prices range from €39.95 to €69.95 per month for
residential End Users, depending on download speed and download
allowance, as well as whether it is bundled with other products. For business
End Users, satellite broadband ranges from €71.95 to €395.50 per month.

There is a large difference in the cost of broadband provided over satellite
relative to the cost of broadband provided over copper, FTTC, FTTH and CATV
networks.2?%” This includes costs associated with monthly rental fees, available
download allowances as well as the substantially different
connection/installation fees.

As outlined in Appendix: 3 of this document, contract lengths for broadband
provided over satellite are typically 24 months for residential End Users and
12 months for business End Users.

265 ComReg analysis of satellite packages offered by the main SPs is outlined in Appendix: 3.

266 See Appendix: 3.

267 See Appendix: 3.
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4.187

4.188

4.189

Paragraphs A 2.62 to A 2.65 of Appendix: 2 outline the findings of the
WLA/WCA Market Research in relation to contract lengths for business End
Users.?%8 On the business side, 33% of respondents on satellite broadband
were in a contract. 59% of respondents were in a contract of 18 months
duration while 12% were in a contract of 12 months.

Paragraphs A 2.1 to A 2.42 of Appendix: 2 outline the responses of residential
End Users to a hypothetical price increase (see also Figure 15 and Figure 16
above). For residential respondents with broadband purchased as part of a
bundle, 24% of residential respondents on a Copper Network said that they
would definitely or maybe change their behaviour in response to a hypothetical
price increase.?®® 57% of these respondents indicated that they would cancel
their subscription and switch to an alternative network.?’® 76% of these
respondents reported that they would be very likely or fairly likely to follow
through on this change.?’? Of those residential respondents who indicated that
they would cancel and switch in response to the hypothetical price increase
and were likely or fairly likely to do so, 6% indicated they would switch to a
broadband service provided by Satellite.??

For those residential respondents with broadband purchased as part of a
bundle on a Fibre network, respondents did not indicate whether they would
switch to Satellite broadband in response to a hypothetical increase in the price
of Fibre broadband.?”3

268 |t should be noted that the WLA/WCA Market Research contains low sample sizes for residential
respondents on satellite broadband such that survey results may not be reliable indicators.

269 Slide 109 of the WLA/WCA Consumer Market Research.
270 Slide 111 of the WLA/WCA Consumer Market Research.
271 Slide 114 of the WLA/WCA Consumer Market Research.
212 glide 117 of the WLA/WCA Consumer Market Research. Note: Small sample size.
213 Slide 117 of the WLA/WCA Consumer Market Research.
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4.191

4.192

For those residential respondents on a CATV network, 29% said that they
would definitely or maybe change their behaviour in response to a hypothetical
price increase.?’* 44% of these respondents indicated that they would cancel
their CATV broadband subscription and switch to an alternative network.?’®
64% reported that they would be very likely or fairly likely to follow through on
this change.?’® Of those residential respondents who indicated that they would
cancel and switch their CATV broadband subscription in response to the
hypothetical price increase and were likely or fairly likely to do so, 8% indicated
they would switch to Satellite broadband in response to a hypothetical increase
in the price of CATV broadband.?"’

Paragraphs A 2.78 to A 2.86 of Appendix: 2 outline the responses of business
End Users to a hypothetical price increase. For businesses whose broadband
is part of a bundle, if the price of broadband increased by €2 per month, 32%
of businesses on a Copper network would definitely or maybe change their
behaviour in response to a hypothetical price increase.?’® 66% of these
respondents indicated that they would cancel their subscription and switch to
an alternative network.?’® Of these respondents, 86% said they were fairly
likely or very likely to do so in response to a €2 increase in the price of their
copper-based broadband service.?® Of those that said that they would switch,
11% said that they would switch to a broadband service provided over
Satellite.?®* The outcomes for businesses whose copper-based broadband
service is not part of a bundle are similar.

For business End Users on FTTx broadband purchased as part of a bundle,
respondents did not indicate whether they would switch to Satellite broadband
in response to a hypothetical increase in the price of FTTC broadband.?8?

274 Slide 109 of the WLA/WCA Consumer Market Research.
275 Slide 111 of the WLA/WCA Consumer Market Research.
276 Slide 114 of the WLA/WCA Consumer Market Research.
277 Slide 117 of the WLA/WCA Consumer Market Research.
218 Slide 73 of the WLA/WCA Business Market Research.
219 Slide 74 of the WLA/WCA Business Market Research.
280 glide 75 of the WLA/WCA Business Market Research.
281 Slide 76 of the WLA/WCA Business Market Research.
282 Slide 76 of the WLA/WCA Business Market Research.
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For businesses whose CATV broadband is part of a bundle, if the price of their
CATV broadband increased by €2 per month, 37% of businesses indicated
they would definitely or maybe change their behaviour in response to a
hypothetical price increase.?®® 59% of these respondents indicated that they
would cancel their CATV broadband subscription and switch to an alternative
network.?®* Of these, 89% said they were fairly likely or very likely to do so in
response to a €2 increase in the price of their CATV broadband service.?® Of
those that said that they would switch in response to a hypothetical price in
increase, 18% said that they would switch to Satellite broadband.?®® The
outcomes for businesses whose CATV broadband is not part of a bundle are
similar.

Intended Use

4.194

4.195

As noted in Section 3287, in Q1 2016 satellite broadband accounted for 5,523
retail subscriptions (or 0.3% of all active retail broadband subscriptions). The
low number of active satellite broadband subscriptions vis-a-vis other fixed
broadband platforms noted in Figure 7 (Section 3) suggests that satellite
broadband may be viewed as a broadband service where other fixed
broadband platforms are not available.

Paragraphs A 2.13 to A 2.15 of Appendix: 2 outline the findings of the
WLA/WCA Market Research in relation to broadband usage patterns among
residential satellite End Users?®8. For End Users on satellite broadband, the
most popular devices connected to the broadband are laptop (100%),
smartphone (85%) and tablet (37%). In terms of derived demand for
broadband, the WLA/WCA Market Research revealed that the main uses
among End Users on a satellite network were browsing the internet (100%),
using email (100%), social media (73%) and online shopping (73%).

283 Slide 73 of the WLA/WCA Business Market Research.
284 Slide 74 of the WLA/WCA Business Market Research.
285 Slide 75 of the WLA/WCA Business Market Research.
286 Slide 76 of the WLA/WCA Business Market Research.
287 pParagraph 3.15.

288 |t should be noted that the sample size of residential satellite broadband users is very small (n=6).
For this reason, the figures presented in this section are not compared with those results from elsewhere
in the WLA/WCA Market Research.
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Paragraphs A 2.55 to A 2.58 of Appendix: 2 outline the findings of the
WLA/WCA Market Research with respect to broadband usage patterns among
business End Users. For such satellite users, 100% used broadband for email
and internet, while 34% used it for cloud services and 33% used it for
connectivity between business premises.

As set out in ComReg's QKDR?®, the average data consumption by
broadband users on a satellite network is 3.6 Gb per month.

Substitution

4.198

4.199

4.200

The latency inherent in satellite communications, because of the delay
involved in transmission to and from the satellite on both the “up” and the
‘return” paths, can make it unsuitable for certain applications (e.g. TV/Video
streaming of Over-the-Top content). Given such differences, it is probable that
End Users would be unlikely to switch away from their copper, FTTx and CATV
network based broadband service to a satellite-based broadband service in
response to a hypothetical price increase in the former.

A HM supplier of a copper, FTTC, FTTH and CATV network broadband service
is likely to be able to sustain a profitable SSNIP in the range of 5-10% above
the competitive level because End Users are unlikely to switch in sufficient
numbers from such services to satellite broadband in response to this price
increase. This is somewhat corroborated by the continuing low numbers of
subscribers on satellite broadband.??°

On this basis, it is ComReg’s preliminary view that satellite broadband is not
likely to be an effective demand-side substitute for broadband provided over
copper, FTTC, FTTH and CATV networks.

Supply