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EXECUTIVE SUMMARY

e |tis important to note that eircom’s wholesale fixed interconnection charges compare
favourably by comparison with its peers in other European Union (EU) Member States. Itis
evident from published European Commission comparisons that eircom’s charges are in
general among the lowest for call origination and call termination.

e eircom calls upon ComReg for the timely completion of this market review process, one that
commenced in October 2004. eircom reminds ComReg that the EU Regulatory Framework
requires it to carry out analyses of the relevant markets “as soon as possible after the
adoption of the recommendation, or any updating thereof,” which came into effect in July
2003.

e In 2001, ComReg’s predecessor, the ODTR, confirmed that regulation should be
removed from eircom in the substantially competitive international transit market, and,
having regard to perceived difficulties under the then prevailing regulatory regime,
proposed a relaxation of regulatory obligations on the company.

e eircom maintains that a market analysis for the “wholesale market for outgoing international
transit services on the public telephone network provided at a fixed location” is
unnecessary, as these services have long been competitive. The European Commission
did not consider them as relevant market to be subject to ex ante regulation, and no other
national regulatory authority (NRA) has considered it necessary to conduct a separate
market review for this specific type of services.

e eircom believes that the continued regulation of its network charges for outgoing
international transit services are an anachronism, dating from the time when international
settlement rates were included within an operators reference interconnection offer (RIO).
Any regulatory obligations for eircom’s services should be withdrawn as soon as possible —
whether in the context of a market review or otherwise.

e Despite ComReg’s claim that the current review, or the initial review for that matter,
considers the market prospectively over the next two years, the market analyses rely mostly
on historic data — and in particular, on market share data. Assessment of market power
based too heavily on current market shares risks misrepresenting the real competitive
situation, especially if markets are too narrowly defined.

e eircom calls upon ComReg to conduct a truly prospective market review, taking into account
trends from advanced markets and forecasts for Ireland for supply- and demand-side
market developments. Market analysis should be forward-looking, technologically neutral
and objective.

e There should be a rolling back of ex ante regulation in the national transit markets to reflect
their increasing competitiveness and the widespread availability of competing core networks
in Ireland.

¢ In ComReg's approach to non-discrimination and the application of related regulatory
remedies, eircom fundamentally disagrees with ComReg's attempts to present eircom's
retail arm as an other authorised operator (OAQ). eircom's retail arm is eircom.

e eircom is concerned to ensure that it is not obliged to provide information to another
provider making a request for new network access unless and until we have sufficient
understanding of the nature of the request to judge that it is genuine and reasonable.
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eircom calls for a withdrawal of the current regime of setting and finalising fixed
interconnection rates on an annual basis. Under this regime, retrospection is applied
asymmetrically with only unanticipated “excess” returns returned to OAOSs.

eircom calls for the timely introduction of a wholesale price cap (WPC), which has been
a pending proposal of ComReg since 2002, as part of this market analysis process.
With a WPC, eircom and the SMP-designated OAOs to which it will apply indirectly will
be given incentives to increase its wholesale efficiency, as it was able to retain the
profits created by increasing efficiency by more than expected.

The accounting separation and cost accounting remedies currently proposed for
wholesale fixed interconnection in ComReg’s separate consultation are unjustified and
disproportionate.
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GENERAL REMARKS

ComReg’s market review methodology

Empirical analyses

Despite ComReg’s claim that the current review, or the initial review for that matter, considers
the market prospectively over the next two years, the market analyses rely mostly on historic
data — and in particular, on market share data. eircom calls upon ComReg to conduct a truly
prospective market review, taking into account trends from advanced markets and forecasts for
Ireland for supply- and demand-side market developments.

Regulatory analyses
eircom is also concerned about ComReg's failure to analyse the state of the markets in the
absence of regulation and the resulting circularity of its reasoning.

In addition, ComReg should follow the European Commission guidance known as the “modified
greenfield approach” in this and other market reviews and in the imposition of proportional
regulatory remedies. In doing so, ComReg would take into account the ex ante regulation
imposed on relevant upstream market (if any) when assessing whether there still is SMP on a
forward-looking basis and the need for additional regulatory remedies on the related
downstream market(s).

Non-discrimination remedies

Another issue of concern in this market review is ComReg's approach to non-discrimination and
the application of related regulatory remedies. eircom fundamentally disagrees with ComReg's
attempts to present eircom's retail arm as an OAO. eircom's retail arm is eircom. It is notin the
same position as an OAO.

It is important that ComReg bears this in mind when devising remedies designed to ensure that
the wholesale services provided by eircom to OAOs allow them to compete effectively with
eircom on retail markets. The emphasis in this context should be to ensure the technical and
commercial replicability of eircom's offerings on the retail market -- achieved not only by an
appropriate wholesale price but also by an appropriate quality of service and an adequate
access to relevant information. It is eircom's belief in this context that imposing an obligations
for access and non-discrimination with no reference to an assessment of replicability is not
appropriate.

Wholesale international transit: regulatory relief warranted since 2001

In 2001, ComReg’s predecessor, the ODTR, confirmed that regulation should be removed

from eircom in the substantially competitive international transit market, and, having regard
to perceived difficulties under the then prevailing regulatory regime, proposed a relaxation

of regulatory obligations on the company.

The new regulatory framework entered into force in July 2003. In light of previous findings
by the Regulator that regulation was inappropriate and unwarranted in this market, the
international transit market was expected to have been a priority market for review by
ComReg. However, notwithstanding the clear imperative for action, and the clear evidence
that eircom’s capacity to compete was seriously hampered by its unjustified obligations,
over three and a half years have elapsed since July 2003 without any change in eircom’s
regulatory position.

1 ComReg Doc. 01/24, Decision Notice D7/01, eircom’s Reference Interconnection Offer & Accounting
Separation and Publication of Financial Information for Telecommunications Operators, Report on the
Consultation & Decision Notice, p. 22.
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When the market analysis for interconnection markets finally commenced in October 2004,
ComReg clearly stated that “the new regulatory framework provides the opportunity to

deregulate [the international transit services market]”?.

However, instead of accelerating a change to the regulatory position, (as was incumbent on
it), ComReg continued the regulation of eircom by concluding in May 2005° that it was
necessary to carry out a further, separate analysis of the international transit market

Although surprised at ComReg’s seemingly unfounded conclusion, and frustrated at the lack of
progress, eircom provided a complete set of data to ComReg to facilitate its new analysis of this
market on 23 August 2005. The data provided by eircom once again confirmed the consistent
findings of ComReg and the ODTR since 2001, that:
e “the market for international transit is now substantially open to competition” (2001);
e ‘“there is in fact dynamic competition in the supply of international transit services”
(2004).
e “Competition law provides an appropriate mechanism to ensure that pricing and the
other terms and conditions of supply of international transit function competitively”
(2004).

The persistent delay by ComReg in addressing this market is untenable from eircom’s
perspective. In circumstances where the company faces aggressive competition from national
and international carriers, its regulatory obligations put it at an unacceptable disadvantage in
the market and threaten its ability to compete effectively or at all. This is causing serious and
verifiable damage to the company.

eircom maintains that the continued regulation of its network charges for outgoing international
transit services are an anachronism, dating back to the time when international settlement rates
were included within an operator's RIO. Any regulatory obligations for eircom’s services should
be withdrawn as soon as possible — whether in the context of a market review or otherwise.

Unnecessary administrative costs being borne

eircom maintains that this market review consultation and process is unwarranted and
inefficient, as it is resulting in the wasteful use of resources in the Irish industry, at the European
Commission and at ComReg itself. The European Commission does not consider “wholesale
market for outgoing international transit services” to constitute a relevant market susceptible to
ex ante regulation — in its original (2002) or its proposed revised (2006) Recommendation on
Relevant Markets. No other NRA in the 26 other European Union Member States has found it
necessary to conduct a separate market review for this specific type of services. And this
despite the fact that wholesale international transit markets operate in a largely similar manner
across the Member States. eircom challenges ComReg to demonstrate that there are unique
national circumstances in Ireland that would justify this regulatory intervention..

By conducting this unnecessary market review, ComReg is making implementation of the EU
Regulatory Framework even more burdensome that it already is.

Wholesale origination: market definition

eircom does not dispute the definition of the wholesale call origination market set out by
ComReg in this consultation. However, eircom believes that due to the increasing provision of
“exclusive” network access to end users by OAOs in private property development for
residential and commercial premises, the definition of the relevant market for wholesale call
origination needs to be augmented. eircom believes that ComReg is required to define
additional relevant wholesale call origination markets (based on the geographic area covered by

2 ComReg Doc. 04/106a, Consultation: Market Analysis — Interconnection markets, 22 October 2004.
¥ Section 3.96 of ComReg Doc. 05/37.
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each agreement) for each OAO that had agreed “exclusive” arrangements with property
developers to install access infrastructure. Each operator should then be found to have SMP
and be subject to the same regulatory obligations that are imposed on eircom in the national
call origination market. Precedent for “exclusive” access areas can be found in the wholesale
fixed call origination market in the United Kingdom, where a separate geographic call origination
market had been defined for the Hull area. eircom calls upon ComReg to address this “island of
monopoly” market failure and to impose appropriate regulatory remedies.

As ComReg itself observes, “In some instances customers may not be able to easily switch
their purchases and suppliers may not be able to easily switch their supplies across geographic
areas.” This appears to match established European Commission guidance, where the
definition of the relevant geographic market “can be distinguished from neighbouring areas
because the conditions of competition are appreciably different in those areas.*” ComReg is
obliged, where a designation of SMP can be made in such a geographic market, to impose at
least one ex ante regulatory obligation.

As for ComReg’'s argument that “insufficient evidence has been provided to justify defining
distinct geographic call origination markets for every instance of OAOs engaging in agreements
with property developers/builders for the provision of electronic communications infrastructure in
the State,” eircom maintains that it is ComReg’s responsibility in the context of a market
analysis to ensure that sufficient evidence is gathered and that a thorough assessment of
market power can be made.

Wholesale national transit: market definition

eircom does not accept ComReg'’s definition of the single multi-network transit market. On the
contrary, it is eircom’s view that there are two distinct segments within the transit market as
follows:

A) “Trunk transit” traffic originating or terminating on eircom’s network;

B) “Pure transit™ traffic that terminates and originates on third party networks.

Using this approach to market definition, eircom demonstrates below that there is effective
competition in elements of the national transit market in Ireland by conducting a market
analysis of each.

We also believe that ComReg’s inclusion of self-supply in the wholesale transit market results in
a flawed market analysis.

4 European Commission’s Notice on Market Definition, para. 8.
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RESPONSE TO CONUSLTATION QUESTIONS

Q. 1.Are there additional factors that in your opinion require analysis
by ComReg? If so, please indicate precisely what they are. In respect of
the factors analysed, is there additional analysis that in your opinion
must be carried out. If so, please indicate precisely what that is.

Yes. Please see the “ComReg’s market review methodology” entry in our “General Remarks”
section above.

Q. 2.Do you agree with the above preliminary conclusions regarding the
market definition exercise? Please provide a reasoned response, and
refer to the relevant paragraph number(s) when submitting comments

No. Please see the “General Remarks” section.

Q. 3.Do you agree with ComReg’s preliminary assessment and
conclusions on existing competition in the market for wholesale call
origination? Please provide a reasoned response, supported with
economic, technical and/or legal advice where relevant.

Yes.

Q. 4.Do you agree with ComReg’s preliminary assessment and
conclusions on barriers to entry and potential competition in the
market for wholesale call origination? Please provide a reasoned
response, supported with economic, technical and/or legal advice
where relevant.

No. Please see the “Wholesale origination: market definition” entry in our “General Remarks”
section above.

Q. 5.Do you agree with ComReg’s preliminary conclusions on
countervailing buyer power in the wholesale call origination market?
Please provide a reasoned response supported by empirical and/or
technical and economic evidence

Yes.

Call Origination
Q. 6.Do you agree with the above preliminary conclusions regarding
market analysis? Please provide a reasoned response

No, please see the “Wholesale origination: market definition” entry in our “General Remarks”
section above.
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Wholesale National Transit
Q. 7.Do you agree with the above preliminary conclusions regarding
market analysis? Please provide a reasoned response.

No, eircom explains why it does not agree with these preliminary conclusions below.

The inclusion of self supply minutes in the transit market

ComReg’s preliminary view that self-supply minutes or, in other words, minutes that both

originate and terminate on an operator’s network (such as eircom), should be included in the

transit market is flawed:

e as no interconnection between networks is involved in these calls, and

¢ in the case of eircom’s originated traffic, no competitor's network has the capacity to accept
and deliver the volume of traffic and as a result the traffic is not available to the transit
market.

ComReg has quoted the EU administrative practice as on balance including the self supply for
the purpose of defining markets. eircom, however, believes that the inclusion of self supply is
flawed for a number of reasons:

- atafundamental level eircom believes that on-net calls cannot be defined as transit
as no third party operator is involved in the call. To define a market in this way
would include every self supply on-net minute for every OAO as transit. There is
clearly no interconnect involved in on-net calls and therefore such a definition of on-
net calls as being part of the interconnect relevant markets is illogical. The only
application of transit to calls that originate and terminate on the primary switches of
a single operator is where the use of CPS involves the interconnection of networks
and the resultant transit of calls in the call origination or termination element of the
call. eircom therefore, believes that self supply or on-net minutes should be
excluded from the interconnect market for transit;

- ComReg present the following argument to evaluate whether self supply by an
integrated firm would fail the SSNIP test. With reference to the scenario in Fig.1
below, ComReg considers the potential decrease in market share that retail
operator Y would incur if operator X were to increase its wholesale transit price.
ComReg is of the view that this will result in a corresponding increase in market
share for retail operator Z who avails of transit services from its integrated wholesale
arm.

10
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Figure 1 The impact of self supply
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Inherent in this argument is the assumption that retail costs are greatly affected by the
underlying wholesale costs for operator Y. However, as ComReg notes the level of the
transit charge is minimal compared to the level of the retail charge and therefore, it can
be argued that a 10% increase in wholesale prices by operator Z would not impact the
significant impact the retail price of operator Y. It follows that the integrated operator Z
does not have a competitive advantage over operator Y in setting its retail pricing based
on self-supply of transit services.

Trunk Transit Market: Transit traffic originating or terminating — based on eircom’s
network - market definition

ComReg has defined the national market for transit as comprising of all other elements of call
routing for national calls (i.e. not including primary origination and primary termination) and
involving at least one tandem exchange. In other words, ComReg has chosen to define the
national transit market widely as the transmission of switched calls between tandem (and
possibly double tandem) exchanges. Furthermore, ComReg has proposed to include self-
supply in the wholesale transit market, which eircom disagrees with as outlined above.

Currently, according to ComReg, eircom and BT Ireland are the main providers of third-party
transit services in Ireland. eircom believes that there are two ways in which wholesale trunk
transit market may be conveyed currently, each of which operates competitively. This is
illustrated in Figure 2 below.

Figure 2 shows a call terminating on a RSU on eircom's network. If this customer is calling from

an OAOs network (OAO1), there are three distinct choices OAO1 has in deciding how to route
the call to the primary switch on eircom network.

11
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Figure 2 Call terminating on a RSU on eircom's network
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It can be observed that OAO1 has four commercial options regarding how the call should

be routed:

1. Using routing flow (1) OAO1 can choose to opt for direct interconnect with eircom at
the primary switch level thereby availing of the cheapest interconnect termination rate
offered by eircom.

2. Using routing flow (2) OAQOL1 can choose to transit the call via another OAOs network
(OAO02) who has the ability to terminate the call at the primary switch level on eircom
network due to its deeply interconnected network.

3. and 4. Using routing flow 3 and 4, OAO1 can choose to deliver the call at either the
secondary /tandem or tertiary switch level and avail of transit on eircom’s network to
the primary switch on which the call terminates.

eircom believes that this market is already effectively competitive because an OAO wishing

to purchase transit services between two primary interconnection points can choose

between any of the following three alternatives below:

¢ Direct interconnection with the relevant eircom primary exchanges

e Purchase of trunk transit services from eircom

e Purchase of transit services from BT Ireland or other OAOs with a deeply
interconnected network, who currently provide such wholesale services.

A similar analysis of the routing flows associated with call origination on an eircom RSU is
presented in Figure 3. This shows that the OAO also has a choice on which network it
chooses to transit the call. Routing flow (1) shows the OAO has chosen to transit the call
on its own network from the primary switch. Routing flows (2) and (3) show that the OAO
can choose to use eircom to transit the call via the tertiary and tandem switches to the
primary switch.

12
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Figure 3 Call origination on an eircom RSU
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Therefore, for those operators who choose not to build out their network and instead to
deeply interconnect with eircom network, it is clear that a market exists for the transit of

calls between the switch originating the call or the switch terminating the call. The following

choices are available to such operators
1. Transit using eircom’s tandem and tertiary switched network;
2. Transit using OAO switched networks.

eircom submits that when considering the market share analysis the OAO trunk transit
traffic should therefore include:

e eircom call origination primary traffic;

e eircom call termination primary traffic.

Traffic, which avails of trunk transit on eircom’s network from or to the originating/
termination switch, may be considered eircom trunk transit. This means that the following
call types account for eircom trunk transit traffic within this market segment:

e eircom call origination tandem traffic;

e eircom call origination double Tandem traffic;

e eircom call termination tandem traffic;

e eircom call termination double tandem traffic.

Pure transit: traffic that terminates and originates on third party networks - market
definition

The “pure transit” market comprises traffic conveyed across an operator’s network that
originates and terminates on third party operators’ networks.

13
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Three different sub-segments can be defined based on the varying nature of the traffic
conveyance and the characteristics of the charging regimes associated with each of these sub
markets:

- Transit to mobile numbers (including mobile to mobile);

- Transit to geographic numbers;

- Transitto NTC.

Pure transit: market sizing issues

It is eircom's contention that ComReg has consistently understated the scale of the transit
market by the exclusion of that traffic terminated (primarily with Mobile Operators) using
Direct connections. For example, BT-originated traffic to Vodafone was formerly transited to
Vodafone over eircom's network. On installation of a direct connection between BT and
Vodafone, this transit traffic was no longer available to eircom. A similar situation exists
between BT and O2 and O2 and Vodafone, etc.

Since by definition eircom no longer transits this traffic the analysis necessary to deduce a
scale of the traffic otherwise ignored is difficult. The analysis presented takes the pre-direct
Termination traffic volume as the minimum size of the market. On installation of the direct
connection between the parties this traffic drops to zero or close to zero. The volume of
traffic directly terminated over any link cannot be known (by eircom) but in all cases traffic is
recorded on the transit routes later, presumably as overflow from the direct connections.
This traffic must then constitute growth on the route and is successively added to the pre-
direct termination traffic volume to give a view of the scale of the total traffic transited in this
way.

Please see eircom’s analysis in Appendix 1, which is performed for each of the identified
routes where direct connection is a direct substitute for the wholesale transit offering. In
each case a measure of the minimum scale of the potential market is derived. The
combined data for the period analysed in this consultation is provided as an estimated
minimum. It is an estimated minimum as, with the data available, there is no reasonable
manner in which the volume of traffic that can be absorbed by the direct connection
between installation and saturation (resulting in overflow) can be estimated. Thus the
volume(s) presented are the combination of the known minimum and incremental traffic
transited thereafter.

Transit to mobile (Including mobile to mobile)

The capability to provide transit to mobile numbers between third party operators is available to
all OAOs who operate switched networks. The level of routing analysis required in routing
these calls between OAO/MNO networks from an originating operator interconnect point to an
MNO interconnect is down to the mobile number prefix only to route to the number blockholder
and therefore no IN platform or complex data analysis is required.

However, the bad debt risk associated with this call type and the cash flow required to operate
in a cascade accounting environment are very different to that of transit to geographic numbers
as mobile termination rates are significantly higher than that of geographic termination rates.

Transit to geographic numbers

The capability to provide transit to geographic numbers between third party operators depends
on the mechanism chosen to complete the number analysis. Given that digit analysis on
geographic numbers is more complex than that of mobile numbers due to the number of digits
that must be analysed the use of IN platform or complex data analysis may be required to
transit these calls.

The charging arrangements for transit to geographic calls are quite straightforward and

compared with mobile termination rates and PRS settlement rates, the level of bad debt risk to
the transit operator in a cascade accounting environment is relatively low. Both the relatively

14
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high network capability requirement and the low commercial risk associated with this type of
transit service differentiate it from the other two market segments and justify its treatment and
consideration for regulation as an individual market segment.

Transit to NTC

The level of network analysis incurred in routing a call to an NTC code is generally high and
requires the use of an IN platform resulting in a significant capital investment requirement.
Currently eircom is the only operator in the Irish market who has invested in the capability to
handle all NTC codes. The routing of the majority of NTC codes require significant use of the IN
platform and this adds additional conveyance costs to this call type. As with transit to mobile the
level of bad debt risk associated with this call type is high given the high level of settlement
rates associated with PRS codes. The extra call conveyance, the high level of bad debt and the
reversal of the charging arrangements compared with transit to geographic and mobile number
differentiate this market segment and justify its treatment and consideration for regulation as an
individual market.

In the case of traffic originating and terminating on eircom’s own network, eircom considers that
the inclusion of such traffic unreasonably inflates the size of the national transit market as
measured by ComReg and as a result inordinately increases ComReg’s estimation of eircom’s
market share.

The combined capacity of the OAOs’ networks that could be available for the provision of a
merchant transit service is relatively small with respect to the capacity of eircom’s entire
network. The proportion of eircom’s traffic that originates and terminates on its own network that
could conceivably be transported by an OAO, or all OAOs, is very small. Thus, only a very small
proportion of eircom’s traffic, which originates and terminates on eircom’s own network, could in
any circumstance be available to any or all OAOs for the provision of transit services.
Consequently the inclusion of this On-Net traffic in estimation of the size of the market for the
purposes of this market analysis distorts the perception of the scale of the market and all
analysis deriving from that.

Sunk Costs

In support of their conclusion that (4.78) “eircom controls infrastructure that is not easily
replicated and which acts as both a barrier to new entry and to existing transit operators
expanding in the transit market” ComReg states, inter alia:

“Economies of scale generally refer to the cost advantage, which a large-scale operator
may have over a smaller operator in the situation where the marginal cost of production
decreases as output quantity increases. Economies of scope refer to the potential
efficiencies which may be gained through supplying a range of goods and
services."(4.70)

“Fixed line ownership has remained relatively static over the past 6/7 years and indeed,
according to recent survey data, appears to be declining in more recent years. The
recent Trend Survey Series/Wave 3, 2006 report indicates that since 2003 there has
been an overall trend towards reduced fixed lined subscriptions within the home.”(4.80)

“a key factor cited by some respondents in their decision not to enter the fixed
wholesale transit market is the mature nature of that market. As volumes are falling they
do not consider it good commercial strategy to enter this market.” (4.81)

From these citations, it is clear that ComReg must agree that for eircom to contemplate

utilisation of other than its own network, for the termination of calls both originating and
terminating on its own network, would be commercial and economic folly.

15
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If an operator with both economies of scale and scope (by virtue of its history and planning
processes) sought to seek an alternative to the most efficient available, the inevitable outcome
could only be a less efficient and higher cost delivery service.

If, as quoted by ComReg, fixed line ownership is static or in decline, and, if OAOs “do not
consider it good commercial strategy to enter this [transit] market”, then there is little opportunity
for eircom to utilise an alternative transit path for the delivery of traffic originating and
terminating on its own network.

It is clear that even if eircom wished to use another Operator for the transit of its own traffic it
would be next to impossible for it to do so and to justify doing so. Since there exists no
realistic alternative to the current self-supply arrangement available to eircom then it follows
that the traffic so carried cannot form part of the transit market. Thus to consider self-supply
traffic should be considered as part of the market further diminishes the relevance of this market
analysis.

Similarly, since eircom’s existing ‘pure’ transit service could deliver all the traffic that is delivered
by any, and all, OAOs by a system of self supply, then it is appropriate, and necessary, that that
traffic be considered as part of the transit market for the purpose of this market analysis.

The inclusion of non-discretionary transited minutes in the transit market
As ComReg notes, “eircom is currently the only operator supplying wholesale call origination
services to third party customers based on its own network inputs” (4.5)

Under regulation where a CPSO originates traffic, eircom is obliged to deliver that traffic to the
closest point of interconnection with the CPSQO’s network or a point of interconnection defined
by the CPSO. If the closest point of interconnection, or the chosen point of interconnection, is
not at the originating primary exchange, eircom has no option but to transit the traffic over its
network to the closest (or chosen) point of interconnection. eircom, of course, will bill the CPSO
for this transit service in the normal way. However, since eircom has no discretion about how
this traffic could be routed, it is inappropriate that the traffic be considered part of the transit
market for the purpose of this analysis.

If, for example, for the originating CPSO the closest point of interconnection was at the tertiary
level, while another OAO had a point of interconnection at the same originating primary
exchange; then unless the originating CPSO instructed eircom to pass the traffic to the other
CPSO at the primary exchange, eircom would have no option but to transit the traffic to the
tertiary exchange to affect the interconnection. This circumstance would apply even if the co-
located CPSO at the primary exchange were also the OAO with whom the traffic was to
terminate. Clearly, the inclusion of such traffic in any estimation of the transit market is
inappropriate.

International Transit Services Market

Q. 8.Do you consider that the outgoing international transit services
market is not subject to high and non-transitory entry barriers (in the
presence of regulatory measures in other wholesale markets)? Please
substantiate your response.

As stated in the “General Remarks” section above, eircom concurs with ComReg’s
preliminary assessment that the outgoing international transit services market is not subject
to high and non-transitory entry barriers.
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Q. 9.Do you consider that the outgoing international transit services
market has characteristics such that it will tend over time towards
effective competition? Please substantiate your response

eircom agrees with ComReg’s preliminary conclusion on market definition and with
ComReg'’s belief that the international transit market is effectively competitive and therefore
that no operator providing international transit services to and from Ireland has SMP. Back
in 2001 and as early as 1999, ComReg’s predecessor, the ODTR, was aware of the
developing competition in international transit services when it remarked:®
“There is some evidence that the wholesale international voice market is now
substantially open to competition and is served by a wide range of alternative
carriers. The Director has already recognised the good prospects for development
of effective competition in provision of retail international calls.”

Since then, competition has increased even more, and we believe it would be appropriate
for the regulator to remove all existing regulatory obligations regarding the provision of
international transit services (including the requirement to publish RIO rates).

Q. 10.Do you envisage any potential competition problems/market
failures in the outgoing international transit market? If so, please state
clearly the nature of any such potential problems and outline whether
you believe competition law is sufficient of itself (absent ex ante
regulation) to address any such potential market failures? Please
substantiate your response.

Ironically, it is the continued unjustified regulation of eircom’s wholesale international transit
charges that are resulting in actual competition problems in the market.

As ComReg is aware, the state of competition in a given market has strong implications both for
the way in which prices are set and for the impact of regulatory obligations imposed on one
market player.

In the market for international transit services, the variable cost consists of the international
settlement paid to the foreign operator. The international access rate charged to other operators
includes this cost to which a gross margin is added that contributes to the fixed costs of
international connectivity, resulting in a market price which is slightly above marginal cost.

Because the international transit market is competitive, charging in the long term above the
market price would attract only overflow traffic on certain routes or temporary traffic routed by a
customer awaiting the conclusion of a contract at market price with another supplier.

In Ireland, the market price is also heavily impacted by eircom’s published rates. In other
words, as ComReg highlighted in its original market review in 2004
“eircom’s published prices have operated as a price ceiling, below which third parties
supply and acquire international transit services.”®

The practice of other operators of pricing relative to eircom’s prices is reflected in eircom’s
declining market share over recent years. To illustrate this fact, eircom receives no international
transit traffic from any of the main fixed line operators (other than some small amounts of
overflow traffic). With regard to mobile originated traffic, the volume of traffic received (as
measured in eircom's international settlements system) has fallen from 115 million minutes in
2000/01 to 99m in the 12 months ending September 2005. This fall has occurred in a period
when mobile originated traffic volumes have increased dramatically. eircom estimates that its

®> See ODTR 01/24, p. 38.
® ComReg Doc. 04/106a at 3.141.
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market share for international transit traffic originating in the mobile sector has fallen by
approximately 55% during this period. Most notably the destination mix of this traffic has altered
significantly from 63% to the United Kingdom (Dec. 1999) to 90% to the United Kingdom (Sept.
2005). This reflects the fact that mobile operators have access to lower prices for other
destinations from operators other than eircom in Ireland and is indicative of the level of
competition and choice in the market.

In order to remain active in this highly competitive market, eircom has had to offer quotations for
lower prices based on traffic commitments for defined periods of time. eircom maintained
transparency by clearly identifying this practice in its Reference Interconnect Offer, which is
approved by ComReg. Indeed, this practice developed in response to the ODTR’s view in 2001
that it was “sympathetic to less control” on eircom and its wish that “eircom [to] be able to avail
of, and make available to OLOs wishing to interconnect with it, special rates available from time
to time on the international conveyance market”.

Although this was a welcome relaxation of the strictures of eircom’s significant market power
(SMP) obligations at the time, it is no longer sufficient to allow eircom to compete in the market.

In particular, over the past year, lower prices have been offered by eircom’s competitors without
any requirement in terms of volume commitments or term of contract. As a result, customers
tender traffic more often and use least cost routing systems to rely on the cheapest supplier.
The fact that eircom can only offer discounted prices from the published rates subject to volume
commitment for defined periods of time means that eircom cannot respond to market
developments and has further contributed to eircom losing market share.

Q. 11.Do you believe that the outgoing international transit services
market meets all the three criteria and as such existing SMP obligations
applying to this market should be removed? Or, is it your view that
one/some of the criteria are not met. Please substantiate your
response

Yes, eircom believes that the outgoing international transit services market meets all the three
criteria, and as such existing SMP obligations applying to this market should be withdrawn.

Q. 12.Do you agree with the principles ComReg proposes to adopt when
selecting obligations in this market?

While eircom agrees with the principles that principles ComReg proposes to adopt when
imposing regulatory remedies, it does believe that ComReg actually follows these principles.
And s we said in our recent response to ComReg’s consultation on its approach to conducting
RIAs’, eircom welcomes the statement, “ComReg does not want regulation to be overly
burdensome and will, where possible, identify the opportunities to withdraw from or reduce
regulatory intervention in the relevant markets in the transition to more effective competition.”
We look forward to ComReg putting this pledge into practice.

eircom does not accept that the Regulatory Impact Assessment (RIA) that it presents in Section
8 of this market analysis ensures that ComReg “will select remedies based on the nature of

the potential competition problem identified and ensure they are proportionate and justified.”
ComReg’s RIA is superficial and is not consistent with the guidelines of the European
Regulators Group to conduct a regulatory options assessment in which a regulator weighs the
net benefits which implementation of the obligation would bring to the national economy
against the cost of implementing the measure.

7 ComReg Doc. 06/69, Consultation: ComReg’s Approach to Regulatory Impact Assessment, 20 December
2006.
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“Decisions should include, for any given problem, a consideration of alternative
remedies wherever relevant, so that the least burdensome effective remedy that best
meet the objectives can be selected. Each remedy may also achieve the objective of the
NRA to a varying degree. This also needs to be considered.

Second, in order to assess whether a remedy is proportionate and justified in the light of
the objectives set out in the Framework Directive, NRAs should balance the burden of
the remedy imposed on the undertaking with SMP and other costs which the imposition
of a remedy may entail against its prospective benefits. Both assessments are already
required by some national systems of administrative law and form part of the
proportionality assessment under Community law. However, in order to make the
choices involved more transparent, NRAs may carry out an assessment of the
regulatory options available, including a qualitative assessment of the anticipated
benefits and potential costs of the option selected (“"regulatory options assessment").

When carrying out a regulatory options assessment, the justification of regulatory
measures will generally be based on a qualitative analysis taking into account economic
theory and market experience. Further to this, NRAs can where reliable data is readily
available also use guantitative methods to support the assessment.” [our emphasis]

Nor does the RIA implement the guidance provided in the Better Regulation Department of the
Taoiseach’s “Regulating Better - A Government White Paper setting out six principles of Better
Regulation” (January 2004).

Despite the availability of “robust, detailed and independently verifiable” (e.g., in eircom’s
and other SMP operators’ regulatory financial statements), to date ComReg has not
conducted a single full cost/benefit analysis. eircom finds this completely unacceptable and
a violation of ComReg’s duties as a regulator.

Wholesale Call Origination

Q. 13.Do you agree that in the absence of ex ante regulation eircom
would have little or no incentive to offer reasonable access to call
origination services to OAOs competing against eircom’s retail
businesses?

No. In the context of fixed-mobile access and call substitution and of multi-modal infrastructure
competition, eircom has an incentive to maximise the utilisation of its fixed network and to offer
commercially attractive access to call origination services to OAOSs.

Q. 14. In your opinion have there been any developments since the
original response to consultation which may have an impact on
ComReg’s conclusion as stated above?

For the first time since market liberalisation at the end of 1998, the prospect of infrastructure

competition is real, including inter-modal threats from:

- Intra-modal competition via local loop unbundling (LLU), e.g., Smart at retail level and BT
Ireland at retail and wholesale levels;

- Fibre-to-the-premises (FTTP), e.g., Magnet;

- Cable, e.g., UPC (forthcoming re-branding of ntl Ireland and Chorus);

- fixed wireless access (FWA), e.qg. Irish Broadband;

- wireless/mobile, e.g., Vodafone;

- alternative national backbone infrastructure providing connectivity for the above, i.e.,
Department of Communication (“The Department”) revived plans for an alternative
national network to rival eircom’s, combining the state-funded metropolitan area
networks (MANS), the networks of ESB Telecom and Aurora (Bord Gais) and others.
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Q. 15.Do you agree that an access obligation for call origination should
be imposed on eircom? Please provide details in support of your
answer.

Yes.

Q. 16.Do you agree with ComReg’s proposal to require eircom to
interconnect networks or network facilities? Please provide details in
support of your answer.

Yes. In addition to this being an SMP obligation, it is also a commercial imperative to facilitate
national service and network interoperability.

Q. 17.Do you agree that eircom should be required not to withdraw
access to facilities already granted, save without prior ComReg
approval? Please detail your response.

The current regime that exists whereby eircom withdraws products after a period of notice to
wholesale customers should be allowed to continue. eircom has always provided a reasonable
notice period to all its customers where it intends to withdraw a product and the current industry
agreed dispute process allows for issues to be referred to ComReg in the event that one party
disagrees with the proposed withdrawal of a particular product.

This proposed remedy represents a new obligation being imposed on eircom without

justification and, eircom believes it is unnecessary, disproportionate and damaging to the

interest of the industry and/or consumers:

e unnecessary because eircom has never unilaterally and without advance warning withdrawn
access to facilities for third parties once granted,;

o disproportionate where this obligations applies to wholesale products availed of by a small
number of OAOSs, for a small absolute level of demand, or where demand is in rapid decline;

e damaging because eircom needs to retain the flexibility to discuss access with third parties
when it is re-designing its network architecture and re-deploying network infrastructure.
Without this flexibility eircom may be forced to maintain facilities, cables and infrastructure,
which could be withdrawn and replaced elsewhere more efficiently. Some access facilities, if
not withdrawn, could impede development completely. A decision to refuse the legitimate
removal of a service would be unacceptable and tantamount to unnecessary interference by
the regulator.

In an evolving market there is every likelihood that wholesale services that for which there is a
‘reasonable request’ and demand at one time are no longer demanded or ‘reasonable’ at a
future date. In some cases, the cost of maintaining these services will outweigh their value.
eircom should therefore be allowed to withdraw these types of services. In circumstances where
a minority of customers remains on that service, reasonable notice would be given along with
options for migration or cessation.

In addition, ComReg in determining that an earlier-imposed access or other obligation is no
longer justified or proportionate, may itself want to mandate the withdrawal, whether
immediate or gradual, access to facilities already granted, e.g., ‘sunset clause’ to
encourage infrastructure investment or the withdrawal of ‘legacy products’ to encourage the
transition to next-generation infrastructure. If ComReg imposes the proposed obligation, it
could fetter its future policy-making discretion.
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Q. 18.Do you agree with ComReg’s proposal to require eircom to
provide specified information which supports call origination services
and to continue to provide such services in accordance with terms and
conditions which are agreed by industry? Please detail your response

Yes, eircom is providing such information currently.

Q. 19.Do you agree that eircom should have an obligation to meet
reasonable requests for access as described above? Please detail your
response.

eircom could accept such an unbounded obligation without limits on what constitutes
“reasonableness.” We look to the Regulatory Framework for guidance. Under Article 13 of the
Access Regulations, 2003:
“The Regulator may in accordance with Regulation 9 impose on an operator obligations
to meet reasonable requests for access to, and use of, specific network elements and
associated facilities inter alia in situations where the Regulator considers that the denial
of such access or the imposition by operators of unreasonable terms and conditions
having a similar effect —
(a) would hinder the emergence of a sustainable competitive market at the retail
level,
(b) would not be in the interests of end-users, or
(c) would otherwise hinder the achievement of the objectives set out in section
12 of the Act of 2002”

However, when considering whether to impose obligations, Article 13 goes on to state:
“when assessing whether such obligations would be proportionate to the objectives
set out in section 12 of the Act of 2002, the Regulator shall take into account in
particular the following factors:
(a) the technical and economic viability of using or installing competing facilities,
in the light of the rate of market development, taking into account the nature and
type of interconnection and access involved;
(b) the feasibility of providing the access proposed, in relation to the capacity
available;
(c) the initial investment by the facility owner, bearing in mind the risks involved
in making the investment;
(d) the need to safeguard competition in the long-term;
(e) where appropriate, any relevant intellectual property rights; and
(f) the provision of pan-European services.”

Proportionality, or reasonable demand, test

The principle of proportionality should also extend to the conditions and the price at which the

regulated supply of newly-requested wholesale service are to be offered. eircom calls upon

ComReg to consider the development of a reasonable demand, or proportionality, test, in

which:

¢ the expected reasonable demand is substantiated,;

e commercial approaches are given preference over heavy-handed regulatory solutions;

e the price for a particular wholesale service include the development costs spread over the
reasonably expected demand;

¢ the price also include the ‘option value’ created for OAOs and for the fact that eircom sinks
the investment and takes the risk; those who choose to hire its capacity on a short term
basis gain the benefits of not having to take that risk - but have to pay a higher short run
access price as a consequence.

Such an approach is known to be taken, for example, in the UK and the Netherlands, with the
SMP operator offering its demand projections and the regulator adjusting them where
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necessary. As long as these demand projections are set at a reasonable level, the SMP
operator is able to make a reasonable return on its investment. It also has incentives to achieve
higher demand as this will increase its rate of return. This situation is desirable, not only to
provide investment incentives for the SMP operator, but also because it helps to increase retalil
competition.

ComReg should consider obligations to supply wholesale products as something of a last resort
that should be used when other approaches prove ineffective or impractical. SMP operators
first should be allowed to consider requests for the development of wholesale products on
commercial grounds. Will the operator as a wholesale supplier be able to recover its
development costs and make a reasonable return on capital employed from the expected
customers (including its own retail divisions)? Only if there is a commercial case with
reasonable demand would it proceed.

In deciding whether to require an SMP operators to offer a regulated wholesale service,
ComReg should always apply a “proportionality test” to determine whether the net benefits to
the market of requiring such a product outweigh the costs of delivering it. Sometimes the
commercial case for proceeding with wholesale product development would be only marginal.
In these cases, the SMP operator would be cautious in its forecast of expected demand and
rejects the request. Such a refusal may prompt the requesting operator/entrants(s) to raise a
dispute with the NRA. The NRA would then review the SMP operator's commercial evaluation
and perhaps revise its demand forecast upwards and mandate to proceed with product
development. The SMP operator then has to set a price for the wholesale product, which
recovers development, costs spread over this increased customer base. So in these cases, the
SMP operator bears the risk that it will not recover its development costs in full if OAOs’
demand forecasts are not met.

Q. 20.Do you agree that eircom must provide call origination services
on terms which are fair, reasonable and timely? In addition do you
agree with ComReg’s proposal that these terms and conditions should
be supported by Service Level Agreements? Please provide detail in
support of your response.

To date eircom has not found it necessary nor have OAOs requested service level agreements
(SLAs) for eircom’s provision of wholesale fixed call origination or transit services. eircom does
have a statement within its RIO that guarantees call routing on a non-discriminatory basis. We
believe that this is sufficient and that any imposition of an SLA would represent unwarranted
regulatory intervention.

Q. 21.Do you agree that ComReg should consult with industry on the
terms and conditions of the SLA? Please provide detail in support of
your response.

As there is no necessity for a SLA for these interconnection services, there would be no need
for a consultation with industry.

Q. 22.Do you agree that eircom should provide access to and
information necessary for call origination services to competitors at
least equivalent times and standards as it provides to its own retail
arm? Please provide detail in support of your response

eircom believes that this call for non-discrimination with reference to its own retail arm
inappropriate. eircom fundamentally disagrees with ComReg's attempts to present
eircom's retail arm as an OAO. eircom's retail arm is eircom. It is not in the same position
as an OAQ, interconnecting with eircom’s network.
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It is important that ComReg bears this in mind when devising remedies designed to ensure
that the wholesale services provided by eircom to OAOs allow them to compete effectively
with eircom on retail markets. The emphasis in this context should be to ensure the
technical and commercial replicability of eircom's offerings on the retail market -- achieved
not only by an appropriate wholesale price but also by an appropriate quality of service and
an adequate access to relevant information

eircom is concerned to ensure that it is not obliged to provide information to another
provider making a request for new network access unless and until we have sufficient
understanding of the nature of the request to judge that it is genuine and reasonable.

Q. 23.Do you agree that where there will be a direct impact on OAOs,
that both OAOs and ComReg should be notified of plans which eircom
may have with regard to restructuring of their network? If so, what
form should this take?

It has long been eircom’s practice of informing interconnecting OAOSs in a transparent and
timely fashion of changes in its network architecture. This has been done via bilateral
interactions with OAOs affected and/or in changes to the RIO.

Likewise, eircom will inform OAOs of any network restructuring or transition to a next
generation network (NGN) that will impact interconnection or interoperability with eircom's
network(s) or OAOs’ use of eircom's fixed call origination services. For example, eircom
commenced a series of bilateral meetings with OAOs the week of March 5" 2007 to inform
them about the first tranche of investment in its IP core.

eircom would propose the following principles regarding interconnection migration:

e Once legacy products are no longer absolutely necessary in relevant markets (i.e., SMP
requirements no longer valid), their provision should no longer be the subject of
regulatory intervention;

e Equitable but affordable commercial agreement will be needed for new interconnection
services;

e eircom cannot indemnify OAOs for invest risk due to obsolescence, which should be
considered a normal commercial uncertainty;

e There should be recognition by ComReg and all industry players that the transition to
an NGN core network will be done gradually over several years. For example, the
interconnection picture may even be changing between offer an implementation;

e There should also be recognition that the EU Regulatory Framework has an objective of
encouraging infrastructure build.

Q. 24.Do you agree that eircom should provide call origination services
on an unbundled basis as part of its Access obligation? Please provide
detail in support of your response.

eircom believes that this call for unbundled call origination services with reference to its own
retail arm inappropriate.

As indirect access and interconnection is not provided to eircom’s retail arm, it is difficult to
understand the intent of this proposal but if it requires that call origination be offered at all
primary switches, then that is already in place and further regulatory intervention is
unnecessary.

Q. 25.Do you agree that eircom should be required to grant open access
to technical interfaces, protocols, or other key technologies and
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systems and should also be required to provide access to such OSS or
similar software necessary to ensure fair competition in the provision
of services? Please provide detail in support of your response.

eircom could not accept such an unbounded obligation without limits on what constitutes “open
access.” eircom is concerned to ensure that it is not obliged to provide to “open access to
technical interfaces, protocols, or other key technologies information” and “to OSS or
similar software” to an OAO making a request for new network access unless and until
eircom has sufficient understanding of the nature of the request to judge that it is genuine
and reasonable.

The emphasis in this context should be the imposition of proportionate remedies for access to
wholesale services only where eircom’s offerings on the retail market could not be technically
and commercially replicated by other means.

Q. 26.Do you agree that transparency, and in particular the
requirement to make public interconnection terms and conditions, is a
necessary remedy to actual and prospective problems in this market?
Please provide detail in support of your response

Yes. The existing level of publication by eircom satisfies the obligation for transparency.
Indeed no evidence is presented that there is currently a lack of transparency and it is thus
unnecessary to impose these remedies. eircom has published a RIO and a full suite of
reference documentation in relation to interconnection services, including fixed call
origination, and is committed to maintaining this document set going forward.

Q. 27.Do you agree that eircom should publish a Reference Offer for
Call Origination services on its wholesale website? Please provide
detail in support of your response.

Please see our response to Question 26.

Q. 28.Do you agree that eircom should publish specified information
which supports call origination services? Please provide detail in
support of your response

Please see our response to Question 26.

Q. 29.Do you agree that eircom should be required to publish
appropriate manuals and documentation for new and existing Call
Origination services? Please provide detail in support of your response.

Please see our response to Question 26.

Q. 30.1s there any additional information which eircom should provide
to ComReg or industry or both to further support products and services
in the RIO? Please provide detail in support of your response.

Please see our response to Question 26.

Q. 31.In your opinion is the current process for updating of the RIO
adequate? Please provide detail in support of your response.

Yes.
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Q. 32.Do you agree that the eircom billing reports for call origination
services to wholesale customers are sufficiently granular so that
operators are in a position to reconcile their bill in an efficient manner
to their in-house systems? Please provide detail in support of your
response.

Yes. ComReg has previously consulted on itemised billing (see ODTR Doc. 01/30 and
eircom’s detailed response on 1st June 2001) and the industry consensus was that it is a
completely unreasonable requirement in a wholesale context. Industry has agreed the
levels of billing information exchanged and the levels necessary to obtain dispute
resolution. These levels were agreed following detailed engagement through a ComReg
facilitated industry forum. It is unreasonable to raise this complex issue in this consultation.
eircom do not propose to expand their views on this topic in this consultation but reserve its
right to engage in a full industry analysis should a specific operator demand arise at some
point in the future.

Q. 33.If you believe that the current level of detail for call origination
services on eircom wholesale bills is not sufficient please demonstrate
by example material shortfalls in the reconciliation process

Not applicable.

Q. 34.Do you agree that a non-discrimination obligation applied to
eircom is necessary to remedy competition problems in the wholesale
call origination market? Do you also agree that non-discrimination is a
necessary complement to the other obligations needed to remedy
competition problems in this market? Do you agree that, in addition to
provision of reasonable requests, eircom should also be required to
provide products on a non-discriminatory basis and, as such, should be
required to provide to other operators at least an equivalent wholesale
call origination product to those services it provides to its retail arm?
Please provide detail in support of your response.

Again eircom believes that this call for non-discrimination with reference to its own retail arm
inappropriate. eircom fundamentally disagrees with ComReg's attempts to present eircom's
retail arm as an OAO. eircom's retail arm is eircom. It is not in the same position as an OAO,
interconnecting with eircom’s network.

It is important that ComReg bears this in mind when devising remedies designed to ensure that
the wholesale services provided by eircom to OAOs allow them to compete effectively with
eircom on retail markets. The emphasis in this context should be the imposition of
proportionate remedies for access to wholesale services only where eircom’s offerings on the
retail market could not be technically and commercially replicated by other means.

Q. 35.Do you believe that in light of the increased shift of local call
costs towards cost that ComReg should consult further with industry on
a proposed remedy similar to that reached in the UK in relation to local
call disadvantage?

No. All of the OAOs that operate in this market are aware of the remedy that is available in

the United Kingdom, and none have sought this remedy in Ireland. This is probably the
case because they recognise that the additional complexities that it would entail for the
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CPS services could not be justified by the limited improvements available in the ability to
compete in the market for off-peak local calls.

Q. 36.ComReg invites respondents to submit arguments as to whether
anything has changed since the last review to suggest that Near End
Handover should not longer be provided to those Operators in a
position to avail of it? Please provide detail in support of your
response.

No. NEHO provides the appropriate additional incentive to the entrant to build a deeper
interconnect into the eircom network by providing additional margins for networks hosting
NTC service providers in line with the call origination costs avoided by eircom.

Q. 37.Do you think that the current charging mechanism for PAC is still
appropriate given the change in recent years to the use of payphones?
If not please provide details with your answer.

No. eircom proposes that the entire PAC regime be reviewed separate from this
consultation. The decline in the volume of calls originating on payphones means that the
capped level of PAC is substantially below cost. However, the application of a cost
oriented PAC may have the effect of suppressing demand for payphone services further
sending the service into a death spiral. A separate consultation across payphone providers
is required to review the PAC regime.

Q. 38.In your opinion do you have believe that the current FL-LRIC Top
Down model approach to setting call origination rates should be
maintained pending the outcome of the consideration of a wholesale
price cap? Please detail your response giving substantive arguments
for or against as appropriate.

It is important to note that eircom’s wholesale fixed interconnection charges for the services
compare favourably by comparison with its equivalents in other EU Member States. It is evident
from published European Commission comparisons that eircom’s charges are in general among
the lowest for call origination and call termination.

eircom agrees that the current Top Down FL-LRIC model is the appropriate basis to set
termination rates in the period leading up to the period of implementation of a wholesale price
cap (WPC) provided a number of adjustments are made to the model. Most of these
adjustments arise from the fact that call origination services will be delivered over a hybrid
NGN/TDM network both before and during the term of the WPC. In the first instance, there will
be a pause in investment in the TDM network in the period before the initial rollout of the NGN.
Modelling of only TDM costs would not allow full recover of the costs of call termination. There
will also be an effect of higher routing factors arising from calls being handed over at a small
number of interconnect — or gateway — points between the two networks.

From early 2008, eircom will start to connect customers to NGN line cards providing a PSTN
Emulation Service (PES). At this point calls from such customers — whether terminating on the
eircom PSTN or on an OAO network — must be routed through a small number of media
gateways for termination. As a result of this requirement, the routing factor for call origination —
and primary call origination in particular — will increase so increasing the number of network
elements whose costs must be recovered from call origination revenues. For primary call
origination in particular, eircom will require to route calls up the NGN to the gateway for hand
over to the PSTN. From the gateway this call must then be routed back down the network to
the interconnect point to which the OAO has built to qualify the traffic as primary origination.
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Q. 39.Do you agree that ComReg should consider possible approaches
to, and implementation of, a wholesale price cap?

From 1998 to the present, eircom’s wholesale fixed interconnection charges have been
determined annually, based on the actual costs that eircom has incurred. This pricing regimes
ensures that eircom can only earn its reasonably incurred costs (including a return on capital
employed), but it does not give eircom much incentive to increase its efficiency, as by doing so
it would not increase its profitability at the wholesale level.

Under the current regime, actual investment is not rewarded since hypothetical “replacement”
assets, benchmarked costs and “retrospection” are applied asymmetrically, i.e., only when
they result in lower allowed revenues.

As ComReg stated in its response® to a 2003 consultation® on fixed interconnection charging
mechanisms which posited possible alternatives to the current regime, including the option of a
conveyance rate price cap, there is a broad consensus on the benefit of a WPC:

e Spreading risk equitably between eircom and OAOSs;

e Providing certainty for OAOs for their overall input costs;

Providing eircom and OAOs with incentives to invest.

Avoiding the need for retrospection

Providing stability and predictability to the rates.

Greater incentive for investment and efficiency gains.

Wide support across the industry;

Incentive that a price cap provides for cost reduction over time;

Simplicity, avoids a costly and intrusive task on an annual basis;

Past experience in the UK.

By moving to a WPC, eircom will be given incentives to increase its wholesale efficiency, as it
was able to retain the profits created by increasing efficiency by more than expected.

eircom thus calls upon ComReg to advanced “prompt examination of the more detailed
issues™® — as promised in 2003 — as soon as possible.

NGN issues

While in principle eircom welcomes the introduction of a wholesale price cap regime,
ComReg should note that the effectiveness of such a regime would be dependent on its
ability to promote future investment and encourage sustainable competition. Such a price
cap will apply over a period where eircom will roll out a next generation core network in
parallel with the existing TDM network. Such an investment will lead to a surge in both
operating and capital costs that will persist at least as long as the period of the control.
Only after this surge is experienced can the additional efficiency be delivered. Any price
control applied to this period must recognise these cost movements in order to send the
correct signals to new entrants to make complementary investments.

Q. 40.Do you believe that the obligation to maintain cost accounting
systems should be imposed on eircom? Please detail your response.

Yes, eircom accepts that where an obligation for cost orientation of prices for certain call
origination services exists it is necessary for eircom to maintain an appropriate cost
accounting system. The current cost accounting systems imposed on eircom to comply with

8 ComReg Doc. 03/57 and D14/03, Decision Notice on Fixed Interconnection Charging Mechanisms, 29 May

2003.

iOComReg Doc. 03/16, Consultation Paper on Fixed Interconnection Charging Mechanisms, 10 February 2003.
See fn 1.
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existing obligations of accounting separation and transparency are sufficient to inform the
setting of wholesale prices for call conveyance services.

As eircom has stated in ComReg'’s H1 2005 consultation on accounting systems and
associated methodologies, eircom currently operates accounting separation and cost
accounting systems, pursuant to obligations imposed under the 1998 Regulatory Framework,
that the EU Commission has acknowledged to be “best practice”. eircom understands that
these systems require adjustment to reflect differences between the structure of the 1998
regulatory framework and the New Regulatory Framework, specifically to reflect the movement
to market-based regulation. However, they do not need to be redesigned in the manner
proposed by ComReg in the consultation. eircom maintains that the obligations proposed in the
pending consultation are not justified, reasonable or proportionate.

Q. 41.Do you believe eircom should have an obligation of accounting
separation in the wholesale call origination market? Please provide
detail in support of your response.

Yes, the obligation should only support the same level of separation as applies to existing call
conveyance services.

Wholesale National Transit (Questions 42 to 73)

Q. 42.Do you agree that an access obligation for wholesale national
transit services should be imposed on eircom pursuant to Regulation
137 Please provide detail in support of your response.

Yes.

Q. 43.Do you agree with ComReg’s proposal to require eircom to
interconnect networks or network facilities? Please provide detail in
support of your response

Yes. In addition to this being an SMP obligation, it is also a commercial imperative to facilitate
national service and network interoperability.

Q. 44.Do you agree that eircom should be required not to withdraw
access to facilities already granted, save without prior ComReg
approval? Please provide detail in support of your response

The current regime that exists whereby eircom withdraws products after a period of notice to
wholesale customers should be allowed to continue. eircom has always provided a reasonable
notice period to all its customers where it intends to withdraw a product and the current industry
agreed dispute process allows for issues to be referred to ComReg in the event that one party
disagrees with the proposed withdrawal of a particular product.

This proposed remedy represents a new obligation being imposed on eircom without

justification and, eircom believes it is unnecessary, disproportionate and damaging to the

interest of the industry and/or consumers:

e unnecessary because eircom has never unilaterally and without advance warning withdrawn
access to facilities for third parties once granted,;

e disproportionate where this obligations applies to wholesale products availed of by a small
number of OAOs, for a small absolute level of demand, or where demand is in rapid decline;

e damaging because eircom needs to retain the flexibility to discuss access with third parties
when it is re-designing its network architecture and re-deploying network infrastructure.
Without this flexibility eircom may be forced to maintain facilities, cables and infrastructure,
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which could be withdrawn and replaced elsewhere more efficiently. Some access facilities, if
not withdrawn, could impede development completely. A decision to refuse the legitimate
removal of a service would be unacceptable and tantamount to unnecessary interference by
the regulator.

In an evolving market there is every likelihood that wholesale services that for which there is a
‘reasonable request’ and demand at one time are no longer demanded or ‘reasonable’ at a
future date. In some cases, the cost of maintaining these services will outweigh their value.
eircom should therefore be allowed to withdraw these types of services. In circumstances where
a minority of customers remains on that service, reasonable notice would be given along with
options for migration or cessation.

In addition, ComReg in determining that an earlier-imposed access or other obligation is no
longer justified or proportionate, may itself want to mandate the withdrawal, whether
immediate or gradual, access to facilities already granted, e.g., ‘sunset clause’ to
encourage infrastructure investment or the withdrawal of ‘legacy products’ to encourage the
transition to next-generation infrastructure. If ComReg imposes the proposed obligation, it
could fetter its future policy-making discretion.

Q. 45.Do you agree with ComReg’s proposal to require eircom to
provide specified information, which supports existing and new transit
services? Please provide detail in support of your response.

eircom believes that this call for non-discrimination with reference to its own retail arm
inappropriate. eircom fundamentally disagrees with ComReg's attempts to present
eircom’s retail arm as an OAQ. eircom's retail arm is eircom. It is not in the same position
as an OAQ, interconnecting with eircom’s network.

eircom is concerned to ensure that it is not obliged to provide information to another
provider making a request for new network access unless and until we have sufficient
understanding of the nature of the request to judge that it is genuine and reasonable.

Q. 46.Do you agree that eircom should have an obligation to meet
reasonable requests for access? Please provide detail in support of your
response.

eircom could accept such an unbounded obligation without limits on what constitutes
“reasonableness.” We look to the Regulatory Framework for guidance.

Please see our response to Question 19.

Q. 47.Do you agree that eircom must provide call transit services on
terms which are fair, reasonable and timely? In addition do you agree
with ComReg’s proposal that these terms and conditions should be
supported by Service Level Agreements? Please provide detail in
support of your response.

To date eircom has not found it necessary nor have OAQOs requested service level agreements
(SLAs) for eircom’s provision of wholesale fixed call origination or transit services. eircom does
have a statement within its Reference Interconnect Offer (RIO) that guarantees call routing on a
non-discriminatory basis. We believe that this is sufficient and that any imposition of an SLA
would represent unwarranted regulatory intervention.
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Q. 48.Do you agree that ComReg should consult with industry on the
terms and conditions of the SLA? Please provide detail in support of
your response.

As there is no necessity for a SLA for these interconnection services, there would be no need
for a consultation with industry.

Q. 49.Do you agree that eircom should provide unbundled transit
services as part of its Access obligation? Please provide detail in
support of your response.

eircom believes that this call for unbundled call origination services with reference to its own
retail arm inappropriate.

As wholesale national transit is not provided to eircom’s retail arm, it is difficult to understand
the intent of this ComReg proposal.

Q. 50.Do you agree that eircom should provide access to and
information necessary for access to transit services to competitors at
equivalent times and standards as it provides to its retail arm? Please
provide detail in support of your response.

Yes. The existing level of publication by eircom satisfies the obligation for transparency.
Indeed no evidence is presented that there is currently a lack of transparency and it is thus
unnecessary to impose these remedies. eircom has published a RIO and a full suite of
reference documentation in relation to interconnection services, including fixed national transit,
and is committed to maintaining this document set going forward.

Q. 51.Do you agree that where there will be a direct impact on OAOs,
that both OAOs and ComReg should be notified of plans which eircom
may have with regard to restructuring of their network? If so, what
form should this take?

It has long been eircom’s practice of informing interconnecting OAOs in a transparent and
timely fashion of changes in its network architecture. This has been done via bilateral
interactions with OAOs affected and/or in changes to the RIO.

Likewise, eircom will inform OAOs of any network restructuring or transition to a next generation
network (NGN) that will impact interconnection or interoperability with eircom's network(s) or
OAOs’ use of eircom's national transit services. For example, eircom commenced a series of
bilateral meetings with OAOs the week of March 5", 2007 to inform them about the first
tranche of investment in its IP core.

Q. 52.Do you agree that eircom should be required to grant open access
to technical interfaces, protocols, or other key technologies and should
also be required to provide such OSS or similar software necessary to
ensure fair competition in the provision of services? Please provide
detail in support of your response.

eircom could accept such an unbounded obligation without limits on what constitutes “open
access.” eircom is concerned to ensure that it is not obliged to provide to “open access to
technical interfaces, protocols, or other key technologies information” and “to OSS or similar
software” to an OAO making a request for new network access unless and until eircom has
sufficient understanding of the nature of the request to judge that it is genuine and reasonable.
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The emphasis in this context should be the imposition of proportionate remedies for access to
wholesale services only where eircom’s offerings on the retail market could not be technically
and commercially replicated by other means.

Q. 53.Do you agree that eircom should be required to provide specified
services needed to ensure interoperability of end-to end services to
users? Please provide detail in support of your response.

Please see our response to Question 52.

Q. 54.Do you agree that eircom should be required to provide such
operational support systems or similar software necessary to ensure
fair competition in the provision of services? Please provide detail in
support of your response.

Please see our response to Question 52.

Q. 55.Do you agree that an obligation of transparency should be
imposed on eircom? Please provide detail in support of your response.

Yes. The existing level of publication by eircom satisfies the obligation for transparency.
Indeed no evidence is presented that there is currently a lack of transparency and it is thus
unnecessary to impose these remedies. eircom has published a RIO and a full suite of
reference documentation in relation to interconnection services, including fixed national transit,
and is committed to maintaining this document set going forward.

Q. 56.Do you agree that eircom should publish a Reference Offer for
Call Transit services on its wholesale website? Please provide detail in
support of your response.

Please see our response to Question 55.

Q. 57.Do you agree that eircom should publish specified information,
which supports call transit services? Please provide detail in support of
your response.

Please see our response to Question 55.

Q. 58.Do you agree that eircom should be required to publish a
Reference Offer containing details of access to facilities already
granted?

Please see our response to Question 55.

Q. 59.Do you agree that eircom should be required to publish
appropriate manuals and documentation for new and existing Transit
services? Please provide detail in support of your response.

Please see our response to Question 55.
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Q. 60.1s there additional information eircom should provide to ComReg
or industry or both? Please provide detail in support of your response.

No.

Q. 61.Do you agree that eircom should be required to publish the
services that fall within the call origination, the eircom call termination
and transit markets in the same format as they are published in the
current RIO? Please provide detail in support of your response.

Yes, but only where the services are regulated.

Q. 62.Do you agree with ComReg’s proposal to require eircom to
publish one reference offer for three markets - call origination market,
eircom call termination and transit?

Yes.

Q. 63.In your opinion is the current process for updating of the RIO
adequate? Please provide detail in support of your response.

Yes.

Q. 64.Do you agree that the eircom billing reports for call transit
services to wholesale customers are sufficiently granular so that
operators are in a position to reconcile their bill in an efficient manner
to their in-house systems? Please provide detail in support of your
response.

Yes.

Q. 65.1f you believe that the current level of detail on wholesale bills
for call transit services provided by eircom is not sufficient please
demonstrate by example material shortfalls in the reconciliation
process.

Not applicable.

Q. 66.Do you agree that eircom should be required to provide transit
information and services on a non-discriminatory basis to its retail arm
and alternative operators? Please provide detail in support of your
response.

eircom believes that this call for non-discrimination with reference to its own retail arm
inappropriate. eircom fundamentally disagrees with ComReg's attempts to present eircom'’s
retail arm as an OAO. eircom's retail arm is eircom. It is not in the same position as an OAO,
transiting traffic across eircom’s network.

Q. 67.Do you agree that eircom’s downstream arms should have the same access to
eircom wholesale as alternative operators? Please provide detail in support of your
response.

Please see our response to Question 66.
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Q. 68.1In your opinion do you believe that the current FL-LRIC Top Down
model approach to setting call transit rates should be maintained
pending the outcome of the consideration of a wholesale price cap?
Please provide detail in support of your response giving substantive
arguments for or against as appropriate.

eircom agrees that the current Top Down FL-LRIC model is the appropriate basis to set
termination rates in the period leading up to the period of implementation of a wholesale price
cap (WPC) provided a number of adjustments are made to the model. Most of these
adjustments arise from the fact that call origination services will be delivered over a hybrid
NGN/TDM network both before and during the term of the WPC. In the first instance, there will
be a pause in investment in the TDM network in the period before the initial rollout of the NGN.
Modelling of only TDM costs would not allow full recover of the costs of call termination. There
will also be an effect of higher routing factors arising from calls being handed over at a small
number of interconnect — or gateway — points between the two networks.

From early 2008, eircom will start to connect customers to NGN line cards providing a PSTN
Emulation Service (PES). At this point calls from such customers — whether terminating on the
eircom PSTN or on an OAO network — must be routed through a small number of media
gateways for termination. As a result of this requirement, the routing factor for call origination —
and primary call origination in particular — will increase so increasing the number of network
elements whose costs must be recovered from call origination revenues. For primary call
origination in particular, eircom will require to route calls up the NGN to the gateway for hand
over to the PSTN. From the gateway this call must then be routed back down the network to
the interconnect point to which the OAO has built to qualify the traffic as primary origination.

Q. 69.1In light of the likely increase in competition in the transit market
in the foreseeable future do you think that ComReg could relax any part
of the price control obligation when compared to the call origination
market? Please provide detail in support of your response.

Yes, there should be a rolling back of ex ante remedies such as cost orientation in the
national transit markets to reflect their increasing competitiveness. eircom believes that
remedies for transparency, accounting separation and cost accounting would be sufficient
for the transit markets.

The transit market is made up of a number of different services characterised by very
different levels of competition. The main categories are:

e Transit to fixed domestic;

e Transit to mobile;

e Transitto NTC.

The last two are clearly competitive in that several new entrants have built substantial
interconnect capacity to the mobile network operators (MNOs) and to International transit
and termination. Such operators offer service below the blended cost oriented rate charged
by eircom. The competitive environment for transit to fixed domestic networks is much
more mixed. There are a number of smaller domestic operators that can only be reached
for call termination by transiting over the eircom network.

The range of services offered by eircom and the forms of price control should recognise this
market structure.
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Q. 70.Do you agree that ComReg should consider possible approaches
to, and implementation of, a wholesale price cap?

From 1998 to the present, eircom’s wholesale fixed interconnection charges have been
determined annually, based on the actual costs that eircom has incurred. This pricing regimes
ensures that eircom can only earn its reasonably incurred costs (including a return on capital
employed), but it does not give eircom much incentive to increase its efficiency, as by doing so
it would not increase its profitability at the wholesale level.

By moving to a wholesale price cap, eircom will be given incentives to increase its wholesale
efficiency, as it was able to retain the profits created by increasing efficiency by more than
expected. The current regime — with the unprecedented practice of retrospection — eliminates
such incentives.

As ComReg stated in its response’* to a 2003 consultation*? on fixed interconnection charging
mechanisms which posited possible alternatives to the current regime, including the option of a
conveyance rate price cap, there is a broad consensus on the benefit of a WPC:

e Spreading risk equitably between eircom and OAQOs;

e Providing certainty for OAOs for their overall input costs;

e Providing eircom and OAOs with incentives to invest.

Avoiding the need for retrospection

Providing stability and predictability to the rates.

Greater incentive for investment and efficiency gains.

Wide support across the industry;

Incentive that a price cap provides for cost reduction over time;

Simplicity, avoids a costly and intrusive task on an annual basis;

Past experience in the UK.

eircom calls upon ComReg to advanced “prompt examination of the more detailed issues”*®

— as promised in 2003 — as soon as possible.

Q. 71.Do you believe that the obligation to maintain cost accounting
systems should be imposed on eircom? Please provide detail in support
of your response.

Yes, eircom accepts that where an obligation for cost orientation of prices for certain call
origination services exists it is necessary for eircom to maintain an appropriate cost
accounting system. The current cost accounting systems imposed on eircom to comply with
existing obligations of accounting separation and transparency are sufficient to inform the
setting of wholesale prices for call conveyance services.

Q. 72.Do you believe eircom should have an obligation of accounting
separation in the wholesale call transit market? Please provide detail in
support of your response

Yes. The obligation should only support the same level of separation as applies to existing
call conveyance services.

1 ComReg Doc. 03/57 and D14/03, Decision Notice on Fixed Interconnection Charging Mechanisms, 29 May

2003.

iz ComReg Doc. 03/16, Consultation Paper on Fixed Interconnection Charging Mechanisms, 10 February 2003.
See fn 1.

34



eircom Ltd. Response to Market Analysis — Wholesale Call Origination
and Transit Services

Q. 73.Do you agree that ComReg should mandate capacity based
interconnection products in this manner? Please provide detail in
support.

Yes.

Q. 74.Do you agree with the above position taken by ComReg in
relation to Fixed SMS? Please provide detail in support of your
response.

eircom accepts its current obligation to provide wholesale fixed SMS on a non-discriminatory
basis “Single Billing through Wholesale Line Rental” construct.

eircom calls upon ComReg to apply under the principle of technology neutrality in the EU
Regulatory Framework symmetric regulatory obligations for wholesale mobile SMS on mobile
network operators found to have SMP in the wholesale market for mobile call origination and
access.

Q. 75.Do you consider that in the period since the initial review that the
market for the labour element of DQ services to be effectively
competitive and therefore not suitable for ex-ante regulation? Please
provide evidence to support your answer.

eircom concurs with ComReg'’s analysis of the directory inquiry (DQ) market as sufficiently
competitive and therefore, not suitable to ex-ante regulation. The presence of alternative DQ
providers to eircom in this market such as Conduit and the interconnect rates offered by these
operators show clear evidence of the competitive nature of this market. In particular, the fact
that the Vodafone and Meteor have put direct accounting arrangements in place with Conduit
for transit traffic across eircom’s network and the evidence of a direct interconnect between O2
and Conduit points to the existence of an alternative to eircom access to DQ service and
therefore, to the competitiveness that exists in the market.

Q. 76.Respondents are asked to provide views on whether the remedies
in section 6 of this consultation paper are proportionate and justified
and offer views on what factors ComReg should consider in completing
its Regulatory Impact Assessment in terms of the impact of these
remedies on end-users, competition, the internal single market and
technological neutrality.

Please see relevant comments in the “General Remarks” sections.

Q. 77.Do operators foresee any particular difficulties with moving to a
wholesale price cap regime since the original consultation (03/16)
given current and possible future changes in the proposed regulated
interconnection markets? Please detail your response.

eircom finds that a WPC regime would indeed be appropriate for the coming period. The
combined complexity of the migration from the current TDM network towards an IP network,
together with changes to the proposed regulation of interconnect markets, indicate that
annual setting of prices using a rate-of-return approach applied to a model of eircom’s
reported costs is no longer sustainable. The flexibility available from a price cap approach
to price setting.
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Q. 78.1n your opinion what is the most appropriate modelling approach
to take when modelling the core network, current network technology,
complete NGN roll out or a hybrid approach of old and new? Please
provide detail in support of your response.

Yes, a hybrid PSTN/NGN model of the core network is appropriate for the period to be covered
by the wholesale price cap as the migration to a full NGN will not be complete by the end of the
control period.

Please see our response to Question 68.

Q. 79.1n the interests of reaching a wholesale price cap in a timely and
efficient manner, do you agree that eircom and ComReg should enter
into bi-lateral discussions on agreeing the most appropriate basis for a
wholesale price cap to arrive at final rates for publication once
agreement is reached? Please provide detail in support of your
response.

Yes. As has been the norm under the current regime of setting and finalising fixed
interconnection rates on an annual basis, eircom believes that bilateral discussion between
itself and ComReg will result in reaching a wholesale price cap in a timely and efficient
manner.

Q. 80.Where ComReg enter into a wholesale price process with eircom,
do you agree that the year 2005706 is the most appropriate base year
on which to base a price cap setting model? Please provide detail in
support of your response.

Yes.

Q. 81.What in your opinion would be the most appropriate time frame
over which the price cap should be effective, two, three or four years?
Please provide detail in support of your response.

A well-designed price cap should be of sufficient duration to allow a reasonable share of
efficiency gains to be retained, and to allow for a reasonable prospect of out-performance
to promote efficient operations. The cap must also use actual costs as its starting point to
promote efficient investment.

eircom believes that a time frame of three to five years would provide this sufficient duration.

Q. 82.Do you agree that the Consumer Price Index should be used in
setting “X” when arriving at the annual adjustment to most recent
finalised interconnection rates? Please provide detail in support of your
response.

Yes.
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Q. 83.Do you agree that all interconnect rates as presented in the table
10271037104 in the eircom RIO price list should be treated separately
when applying the CPI +/-X control within the overall core network
cost basket?

For the sake of consistency and efficiency, eircom calls for the inclusion of all
interconnection rates as presented in the Table 101 in the eircom RIO price list also be
included within the scope the WPC.

A well designed price cap should be allow maximum pricing flexibility to allow more efficient
pricing structures to evolve over time, i.e., involve a minimum number of sub-caps. eircom thus
would support that introduction of a single core network cost basket with a single CPI +/-X
control, believing that this will allow for . . .

Q. 84.The current rate of return allowed is 11.5%b which was set based
on a network efficiency study carried out some years ago, in your
opinion do you think this rate is still appropriate or should a more up to
date study be carried out in light of the changing telecoms
environment? Please provide detail in support your response.

In light of ComReg’s letter of 27 February, 2007, “Ref: Commencement of Cost of Capital
Review,” eircom will not comment here on its current allowed rate of return, or the weighted
average cost of capital (WACC). Instead, eircom will provide relevant information or data that
ComReg may require from eircom to progress its cost of capital review.

Q. 86.The eircom RI10O price list also includes other interconnect
services such as FRIACO, NEHO, NTC’s, products necessary for the
provision of interconnection such as I1SI’s, CSl’s etc. Should these in
your opinion also be subject to the wholesale price cap for the same
period? Please provide detail in support of your response.

Please see our response to Question 83.
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BT Ireland response to ComReg Consultation 0702

Interconnection Market Review - Call Origination
and Transit Services
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23rd March 2007

1.0 Introduction

BT welcomes the opportunity to comment on this important regulatory review which will
impact the voice market over the next few years where change is going to be a
prominent feature given the introduction of next generation networks. The structure of
BT’s response is firstly to provide a number of key comments followed by responses to
the specific questions posed in the consultation. The extension to the timescales granted
was welcomed given the size of this consultation and other consultations also underway.
BT notes that the questions given in the consultation Annex D are one digit out of sync
with the questions in the body of the consultation. The BT response follows the
numbering in annex D of the consultation as this was used as the template for our
response.

2.0 Key Comments

2.1 Regulatory Remedies

BT acknowledges the considerable work and effort in producing this consultation and in
the main agrees with the analyses of the markets and with most of the conclusions as to
whether regulation is required. However, BT considers that the very good work to
establish that regulation is required or not, is then let down by regulatory remedies that
are not fully effective, dated, in serious need of a significant overhaul.

There is much said in the press that ComReg do not have enough regulatory powers and
the passage of the Telecoms Amendment Bill should help this situation, however, a
contribution to the problem is that the regulatory remedies being introduced during these
critical market reviews are not up to standard and this restricts ComReg ability to
regulate properly within the markets. l.e. we have a situation where the need to regulate
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for the correct reasons have been established and are proportionate, but the remedies
are not fit for purpose.

The three areas that are particularly poor are the remedies concerning access,
transparency and non-discrimination.

Access Remedy

BT and other operators are constantly frustrated by eircom delaying tactics and push
backs when new requirements are raised. On recent requests BT requested a service
from eircom and wrote to its account manager, only to receive a response from eircoms
regulatory team and on the next occasion BT sent a request to the regulatory team to
receive the response to talk to the account manager.

In a normal business environment a wholesale operation would be falling over itself to
take on new business and grow its market, our view is that eircom wholesale is not
working in this way and this is reflected by its interface with its customer.

The market review in a number of areas introduces the concept of timeliness and this
would be revolutionary if it were to happen — it does not and requests for services are
dragged out which damages the market.

It is clear that the current regulation does not work and the market review is basically
proposing more of the same — that is not good enough. BT proposes that it is now time
for ComReg to impose an access request process that is both mandatory and prescriptive
along the lines of shown in Annex A of this response. Many arguments will be put up why
this is not practical, however this is known to work elsewhere as opposed to the current
system which does not work and has no credibility in the market.

BT notes that ComReg has the regulatory powers and this is the correct time and place
for the introduction of fit-for-purpose regulatory remedies. If this window of opportunity
is not taken the market will continue to be stifled.

Transparency Remedy

Whereas the market review correctly identifies the need for transparency the remedies
proposed do not properly meet this requirement and it is possible to legitimately flout
these rules whilst continuing to be compliant. The only ways to make such rules work is
to flush into the open the different ways eircom provide services to themselves,
understand the components, compare the differences to that which is provided to the
OAOs and then to maintain this level of openness. The discussion in the consultation
touches on this requirement but the remedies don’t support it.

For example, BT notes that a lot of automation is being carried out in eircom at this time
and hypothetically it would be extremely easy for eircom wholesale to provide automated
facilities to eircom retail and semi-automated to the OAOs: it could easily be argued that
this would still be equivalent and meet the requirements of the regulation, and if it did
not there would be a long argument about the interpretation of the regulation over many
months and nobody would be sanctioned. ComReg should be aware that if they don’t
flush out discrimination issues they will not be volunteered. BT has lost confidence that
the regulatory remedies work. An example of this is that eircom appear to be able to
offer service until around 8pm on week days, yet the gateway into eircom that all OAOs
have to use closes at either 5pm or 5.30pm depending on what wholesale product is
used. How is this achieved if there is equivalence? Why weren’t the OAOs offered this?

BT notes that when asking eircom retail to supply services they appear to be easily able
to activate an In-Situ line in real time, or certainly within a few hours. When BT tried to
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do this to help out smart customers the orders were generally bounced and it took weeks
to get a line provided. Where is the equivalence? The regulations are not working.

As demonstrated for the Access discussion there is no excuse for having weak remedies,
ComReg have the regulatory power, the market review is the appropriate vehicle for
updating the regulatory remedies and this moment should be seized.

Non-Discrimination

The term non-discrimination literally means no discrimination at all and not undue
discrimination as implied in the regulation. BT is of the view that we should move to a
world of equivalence of input in Ireland (EOI) which is where all parties including eircom
retail take the same inputs both technically, process and T&Cs and this would go a long
way to establishing confidence in the market that the playing field is level. There is no
confidence at this time of a level playing field.

Without appropriate transparency regulation it is more often the case that the OAOs don’t
know that they are being discriminated, other than stumbling on issues through customer
problems.

It is vital that the non-discrimination and the transparency regulations are closely linked
where the non discrimination regulation sets the rules and the transparency regulation
flushes out discriminations. Ofcom introduced such a linkage in its market reviews of
around 2004 and BT recommends these should be applied in Ireland. An extract of
effective regulation is extracted in Annex B of this response.

NGN and NGA

BT welcomes that ComReg have started to address the subject of NGN and NGAs in its
consideration and it is probably too early to discuss details. However, BT Ireland expects
that the solution suggested by eircom will significant change the way Voice services are
interconnected, removing the viability of voice interconnect below a core eircom network
node. For example, the linkages from the VDSL DSLAM through the local exchange up
into the core network will be Ethernet with no IP break-out; hence voice interconnection
will not be possible. This market review needs to establish a clause or a trigger that
major changes in the way services are delivered have to be managed in a fair and
reasonable way. BT welcomes the Ovum work recently conducted for ComReg however it
is not yet clear how these recommendations will tie into the market regulations. The
Ovum recommendations must be linked into regulation appropriately otherwise they will
not sustain an appeal or challenge. This market will be impacted by NGN and NGA and
thus a regulatory linkage must be made at this time.

NGN and non-discrimination

BT notes that there is a potential for eircom to argue that providing full equivalence to
the OAOs is disproportionate as it is uneconomic to split its existing systems. The advent
of NGN is a golden opportunity to ensure a regime of non-discrimination is baked into the
design of the NGN. l.e. to design full equivalence of input [EOI] into the NGN where
eircom provide exactly the same gateways and services to itself as it does to the OAOs.
BT is strongly of the view that this and other market reviews should capture the
opportunity ensure that non-discrimination is a design principle of the NGN. Once the
NGN platform is designed and deployed it will be increasingly difficult to determine that
players are getting the same services and facilities. BT has proposed some suggestions as
how to cover this in Annex B of this response.

SLAs

Full negotiation

BT is amazed that eircom take the view at industry meetings that OAOs are not allowed
to negotiate the value of service credits (formally called penalties) with eircom on SLAs.
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It is completely disproportionate that one half of a contractual agreement is prohibited
from negotiating elements of that contract. The correct approach should be that
commercial negotiations on penalties take place, ideally with the regulator present, and if
these achieve an amicable and fair outcome which is in the interests of all, including the
consumer, then there should be no need for regulatory intervention. Where such
discussion breaks down then it would appropriate for the regulator to step in.

SLAs contents

The general standard of SLAs is poor in Ireland in terms of the metrics to be achieved
and the loop holes to avoid meeting the parameters, such as only 73% of customers
being repaired in 2 working days for telephony and 73% repaired in 3 working days for
LLU. The infamous ‘non-standard’ delivery has been a major problem area over recent
times as orders can drop outside of the SLA. At this time we appear to have a 19"
century level of repair service operating in a 21°%" century economy and major strides are
needed address this problem. The regulator has a role and the power to raise the bar.
The OAOs and the consumer don’t deserve the poor services they are getting.

Subsidiary companies

BT is concerned that there is a loop hole in the regulations that would allow eircom to
establish another trading entity to avoid regulation therefore a general regulation is
required to ensure that the market review applies to eircom Itd and any subsidiary
companies that operate within this jurisdiction.

Price Cap

BT agrees with the concept of establishing a price cap provided it is for a set period and
re-evaluated every two years with both floor and ceiling prices controlled. This will bring
stability to the market if managed correctly. BT is concerned that price squeeze can be as
damaging to the market as excessive pricing hence both the floor and ceiling need to be
monitored and potentially controlled.

BT would expect that any cap set would be based on sound regulatory costing principles
such as FL-LRIC but appreciates that the introduction of NGN could cause a jump in
capex spend for deployment followed by reduced capex cost (based on less equipment
required) and reduced opex cost (based on less people required) going forward. At this
time, eircom have not given enough details of their NGN deployment plans to evaluate
the level of NGN deployment however the indications are that it will be a phased
approach rather than big bang hence cost changes will be smoother.

3.0 Response to Detailed Questions

Q. 1.Are there additional factors that in your opinion require analysis by
ComReg? If so, please indicate precisely what they are. In respect of the factors
analysed, is there additional analysis that in your opinion must be carried out. If
so, please indicate precisely what that iS........cccocooiiiiiin e 10

BT Response

As discussed in our introduction BT considers that a number of the regulatory remedies
remain unfit for purpose as they are currently drafted and have limited impact. BT
suggests that these are reviewed for European best in practice to improve their
effectiveness. BT has provided more comments to this subject later in this response and
in Annexes A&B.

Q. 2.Do you agree with the above preliminary conclusions regarding the market
definition exercise? Please provide a reasoned response, and refer to the
relevant paragraph number(s) when submitting comments............ccccooevvvniricnenn 38
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BT Response

BT considers that ComReg has followed the guidelines for conducting market reviews and
BT believes that the definition of the market is correct at this time. In the next period BT
anticipates that the technologies available to the market will bring changes of how
services are delivered, such as VolP and the use of the NGN, however as regulation is
agnostic to technology these replacement technical platforms should have little impact on
the market definition, although they will trigger a significant debates on discrimination
and transparency. i.e. The PSTN service will still be the PSTN service irrespective of
whether it is carried over TDM, NGN, IP, MPLS, VolIP etc, however we are suspicious that
eircom will extract the cost and service benefits of NGN and NGA which will not be passed
on. The offer by eircom to continue to provide traditional interconnect is welcome and will
be essential during the transition, but ultimately it will be detrimental if the newer and
more functionally rich services within the eircom NGN are not properly broken out in a
timely way through new interconnects such as carrier IP interconnect of MPLS and SIP etc

Q.3. Do you agree with ComReg’s preliminary assessment and conclusions on
existing competition in the market for wholesale call origination? Please provide
a reasoned response, supported with economic, technical and/or legal advice
WHREIE FEIBVANT. ..ottt 44

BT Response

BT Ireland agrees with the ComReg assessment of the market for call origination as there
is no viable alternative in the market to origination on the eircom wholesale platform.
WLR and CPS are the only viably services available to the OAOs and these both involve
origination on the eircom network. The problems experienced by the OAOs trying to grow
LLU access are well documented, not least in ComReg's own progress reports, and at this
time the LLU market is negligible compared to eircom network origination. A significant
change is not foreseen in the next period.

Q. 4.Do you agree with ComReg’s preliminary assessment and conclusions on
barriers to entry and potential competition in the market for wholesale call
origination? Please provide a reasoned response, supported with economic,
technical and/or legal advice where relevant. ... 49

BT Response

BT Ireland agrees with the ComReg assessment on the barriers to entry for wholesale call
origination. The introduction of VolP service in Ireland are still in their infancy and the
lack of progress negotiating a fit for purpose LLU product is stifling competition using this
avenue. BT Ireland does not foresee any significant change in the coming period.

Q. 5.Do you agree with ComReg’s preliminary conclusions on countervailing
buyer power in the wholesale call origination market? Please provide a reasoned
response supported by empirical and/or technical and economic evidence........... 49

BT response

BT Ireland takes the view that eircom Retail are the only organisation with countervailing
buyer power and it is unlikely they will seek services elsewhere. It is highly probable that
eircom Retail strongly influence eircom wholesale services and prices and where
disagreements between eircom Retail and Wholesale emerge it is possible that the eircom
board will decide on what is best outcome for eircom overall rather than what a wholesale
market requires.

Q. 6.Do you agree with the above preliminary conclusions regarding market

analysis? Please provide a reasoned reSPONSE........cccoviireerereieseneeeneeee e seeesee e 50
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BT response

BT Ireland supports the preliminary conclusions as experience in this market suggests
that there are no commercially viable alternatives to providing mass market access
solutions.

ComReg needs to put in place stronger access and non discrimination remedies supported
by extensive transparency remedies to automatically highlight discrimination issues. At
this time regulation appears to be complaint led and ex-anti remedies are not working in
this area. The remedies are so vague that any complaint will potentially flounder on
interpretation issues.

Q. 7.Do you agree with the above preliminary conclusions regarding market
analysis? Please provide a reasoned reSPONSE.......cccoviriiiiriinenaesr e 62

BT Ireland

BT Ireland agrees that eircom dominance of the market is entrenched and will not change
in the foreseeable future without a significant structural change to the market. BT
believes this and other market reviews is the best opportunity for ComReg to introduce
up-to-date and effective remedies to correct the poor behaviour of eircom. Even the
Minister has made comments at recent industry conference about the problems of
negotiating LLU.

Q. 8.Do you consider that the outgoing international transit services market is
not subject to high and non-transitory entry barriers (in the presence of
regulatory measures in other wholesale markets)? Please substantiate your
=T oT0] o 11T TP PPV RURUPPPPPRTPTTRPR 67

BT Response
The international transit market is already served by a number of players and this
demonstrates that the market does not pose insurmountable barriers to entry.

Q. 9.Do you consider that the outgoing international transit services market has
characteristics such that it will tend over time towards effective competition?
Please substantiate YOUr FESPONSE.........ccociieieereieeree ettt et seene e seens 70

BT response

BT Ireland considers that the international outgoing transit market is demonstrating
characteristics towards effective competition as demonstrated by the existence and
sustainability of multiple players with their own global connectivity in the market. BT
Ireland considers that even though the market is tending to effective competition, there
is merit to continue to monitor the market to ensure it is working properly. Cheaper and
more effective technologies will be deployed first where there is most to gain, and the
constant drift towards IP will continue to impact the international market through the
increasing use of internet by-pass or commercial internet telephony with local break-out.
Hence the trend towards effective international transit competition is likely to continue,
but may change in how it is delivered.

Q. 10.Do you envisage any potential competition problems/market failures in the
outgoing international transit market? If so, please state clearly the nature of
any such potential problems and outline whether you believe competition law is
sufficient of itself (absent ex ante regulation) to address any such potential
market failures? Please substantiate your reSPONSE. ........ccovoreieieneieneneieseneee s 73

BT Response
At this time BT is not aware of issues that could lead to this market failing and thus ex
post competition law is appropriate for single abuses.
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Q. 11.Do you believe that the outgoing international transit services market
meets all the three criteria and as such existing SMP obligations applying to this
market should be removed? Or, is it your view that one/some of the criteria are
not met. Please substantiate YOUr reSPONSE........ccccociiiiiirireienenee e 74

BT Response

BT does not believe in regulation where it is not required. BT notes ex post competition
law is available for single abuses and if the market becomes non-competitive there is a
route for a new market review in time.

Q. 12.Do you agree with the principles ComReg proposes to adopt when
selecting obligations in this Market?.........ccccciiiiii e 79

BT Response

BT Ireland agrees with the principles that Comreg propose to adopt however BT Ireland
considers that these principles have not been applied into the remedies proposed. The
current remedies are weak in a number of areas and thus are not a proportionate way of
meeting the need for remedies. Basically, a simple analysis needs to be carried out on
the existing regulations that are in place and a check made as to whether they work
properly. It does not appear this has been done, hence the current failures will continue.
This is not good enough for the Irish communications industry.

Q. 13.Do you agree that in the absence of ex ante regulation eircom would have
little or no incentive to offer reasonable access to call origination services to
OAOs competing against eircom’s retail bUSINESSES?........cccccvviiiiiiinciie 81

BT Response

Even with the current ex anti regulations in place BT does not consider that eircom have
much of an incentive to offer fair access to the call originating services. Apparently
eircom retail are able to provide services through to 8pm, presumably through the same
gateway as offered to the OAOs, however that gateway shuts at 5pm for one wholesale
product and 5.30pm for another. Hence where’s the reasonableness and non-
discrimination?

It is crystal clear that without fit-for purpose ex anti regulations eircom would have little
or no incentive to offer reasonable access to call origination services.

Q. 14.In your opinion have there been any developments since the original
response to consultation which may have an impact on ComReg’s conclusion as
STALEA BDOVE?.....eieiiiie ettt bbbt bbbttt eb et 81

BT Response

The disgraceful progress in the LLU forum is having a major impact on the perception of
eircom wholesale as an independent operation. An independent wholesaler would want to
provide services rather than to stifle them.

Q. 15.Do you agree that an access obligation for call origination should be
imposed on eircom? Please provide details in support of your answer. ................. 83

BT Response
BT agrees that access obligations should be imposed on eircom.

Q. 16.Do you agree with ComReg’s proposal to require eircom to interconnect
networks or network facilities? Please provide details in support of your answer.
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BT Response

BT agrees with ComRegs proposal. BT requires both physical interconnection of its
networks such as connecting fibres together and also interconnects with network facilities
such as call waiting etc on WLR. Basically BT wants to be able to offer the same set of
services that eircom wholesale provide to eircom retail. These should be on the same
term and conditions, processes and timescales.

Q. 17.Do you agree that eircom should be required not to withdraw access to
facilities already granted, save without prior ComReg approval? Please detail
VL0 Ul gl g=TS oTo] o 1T OO SOU PP URTRUR 84

BT response

In the coming years with the development of NGN it is likely that some services will be
withdrawn or have to change, or CPE may not inter-work properly with the NGN. It is
essential that eircom are required to gain ComReg approval for both changes and
withdrawal of services. The OAOs may have a significant base of customers that could be
impacted by either the change or withdrawal of a wholesale service and it may take time
to migrate these customers to a new platform or service. Recent experience gained by BT
in Ireland of migrating a modest number of leased line type customers from one
technology back to traditional leased lines has taken around two years to complete given
problems with contacting customers, lack of response, reluctance to move, contract
issues, practicalities of delivering leased lines to remote locations etc. Withdrawing or
changing existing services where there is an established customer base is a very serious
issue and should not be underestimated. BT is happy to discuss privately with Comreg
the experience it encountered in making such a migration.

BT is also aware for NGN platforms that things that are expected to be straight forward
can often cause a lot of unexpected issues due to signalling translations, timing etc.
Some of these maybe due to a vendors network box not working totally as expected etc.
It will be very important that a specialist team will be available to resolve such problems
when they arise as it could impact systems such as burglar alarms etc.

Changing to an NGN platform will raise a significant number of these types of issue and
any change of the technical specification including timing, delay, echo rules etc must be
included in Comreg remit of service change. A service might look the same on the surface
but a slight technical change has the potential to upset a lot of customers.

Q. 18.Do you agree with ComReg’s proposal to require eircom to provide
specified information which supports call origination services and to continue to
provide such services in accordance with terms and conditions which are agreed
by industry? Please detail your response

BT Response
Yes as above it is vital that eircom provide details, technical and otherwise of all its
access services to enable them to be used at their optimum performance.

Q. 19.Do you agree that eircom should have an obligation to meet reasonable
requests for access as described above? Please detail your response.

BT Response

The remedy that ComReg is proposing is not effective hence this means that ComReg is
not properly implementing its own findings and BT has a significant issue with this. We
know that there are glaring holes in the regulatory remedies of today and ComReg are
proposing more of the same. That is not good enough and undermines the market
analysis. l.e. ComReg are not properly implementing regulation.
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Poor access regulation in the LLU access regulations are partly to blame for the
frustration being experienced in the LLU group. Serious lessons must be learnt from this
debacle and regulations much be introduced to ensure it never happens again.

Please see Annex A for further information.

Q. 20.Do you agree that eircom must provide call origination services on terms
which are fair, reasonable and timely? In addition do you agree with ComReg’s
proposal that these terms and conditions should be supported by Service Level
Agreements? Please provide detail in support of your response.

BT Response

BT does agree with this statement, but it does not happen in practice hence the
regulation does not work. BT suggests that ComReg should spend more time in industry
groups to see how regulation can be completely frustrated. The perception of BT and
others in the industry is that eircom wholesale are looking for problems with industry
proposals rather than taking a ‘can-do’ approach. This clearly illustrates that eircom
wholesale is not working properly — it is not looking after the interests of its customers. A
foundation of regulation is to introduce remedies to substitute for the lack of equal
competition. In Ireland the remedies are letting the industry and the economy down.

Q. 21.Do you agree that ComReg should consult with industry on the terms and
conditions of the SLA? Please provide detail in support of your response.

BT Response

BT welcomes this proposal and is very happy to contribute. Ireland needs a fit for
purpose communications industry and fit-for-purpose SLAs will help achieve this. The
current SLAs are littered with loop holes that either render metric useless or change the
delivery target dates without any comeback. BT is a aware of numerous areas where
improvements are needed, such as getting rid of the loop holes like the non-standard
definitions as well as removing masking where an efficient automated solution that is
performing well can mask the abysmal performance of a smaller product. BT welcomes
the very recent approach in the LLU forum to move towards some of these suggestions
however this needs to spread across the whole portfolio.

BTs view is that operators should try to agree SLAs as far as possible with facilitation by
ComReg and those issues where agreement can’t be reached should be determined.
However, given that it might be difficult to trigger a particular regulation to give ComReg
the specific powers to determine these important issues, it maybe necessary to include a
specific trigger in the regulatory remedies on this matter. i.e. as part of the remedy it
could state that SLAs should be negotiated in the first instance and where issues cannot
be resolved ComReg will have the final and binding view. This should be explicitly stated
in the regulatory remedies given its importance.

If ComReg are planning to consult on guidelines for fit-for-purpose SLAs that would be
very helpful to assist such negotiations and BT Ireland would support this initiative.

BT Ireland is of the view that it should be able to negotiate the level of service credits
associated with SLAs as ultimately these form part of a legal contract between the two
parties and it is highly unusual for one party being barred from negotiating a part of a
contract.

Q. 22.Do you agree that eircom should provide access to and information
necessary for call origination services to competitors at least equivalent times
and standards as it provides to its own retail arm? Please provide detail in
support of your response.
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BT Response

Yes — and the current regulation does not force this to happen today and the proposed
remedies in Annex A & B will make this happen in the future. Hence we don’t believe
ComReg have gone far enough to make the regulations effective. Please see Annex B for
BT Ireland proposal to make this work.

E.g. eircom retail appear to have real-time or near real-time access to the status of
wholesale lines and services, however that is not the case for OAOs. The in-situ database
has been offered to help, however this is will only be updated every two weeks. If eircom
retail has true real time access to information the same should be offered to the OAOs.

Q. 23.Do you agree that where there will be a direct impact on OAOs, that both
OAOs and ComReg should be notified of plans which eircom may have with
regard to restructuring of their network? If so, what form should this take?

BT Response

This is a very major issue and is a subject in its own right. BT welcomes the initiative of
ComReg to engage the respected organisation Ovum to recommend policy principles for
the Irish NGN regulatory framework as recently published on the ComReg web site. These
principles have been established at a very timely point in the process and should be
considered as part of this market review.

BT and other industry players have made a significant investment in the Republic of
Ireland (Billions of euros) and the OAOs support hundreds of thousands of customers
hence it is absolutely critical that the OAOs are notified of changes to the eircom network
as the loss or change of the underlying network could cause huge dissatisfaction on a
scale that would put companies out of business. The recent Smart debacle where 10s of
thousands of customers were cut off overnight caused a significant disruption to the
telecoms market towards the end of 2006 and customer problems continued for several
months after that. The scale of NGN disruption could potentially be many times greater
and would register on the telecoms scales for national outages leading to potential
government intervention.

eircom need to appreciate that they will not be able to progress NGN on their own; they
will need the co-operation and collaboration of the industry to agree testing, the timing of
handovers, changes to service performance, new interconnect types such as IP based
etc. BT has made it clear that it believes that an industry group is required to bring
people up to speed and evolve a joined up solution for Ireland. BT Ireland fully supports
the initiative for NGN and welcomes ComReg initiative announced on the 8" of March
2007 to start such an industry group in the coming weeks.

This industry group will remove the level of surprise, allow operators to appreciate the
potential changes ahead. At some point eircom will need to give formal notices of
changes and these should allow sufficient time for operators to re-arrange their networks
as appropriate. There will in some cases be issues of paying compensation for stranded
assets caused etc and the details of this will have to be worked through. BT notes that
Ovum have addressed notification issues and BT believes in the principle that timescales
should be proportionate to the level of changes required — in some cases this will be
years.

Q. 24.Do you agree that eircom should provide call origination services on an
unbundled basis as part of its Access obligation? Please provide detail in support
Lo 1Yo TU L gl =T] o o] o 1] = SRS 87

BT Response

Page 10 of 32
Issue 1 - 23" March 2007



BT Response to ComReg Consultation document 0702

Yes BT believes that eircom should continue to provide unbundled access so that
operators don’t have to pay for things they don’t need.

Q. 25.Do you agree that eircom should be required to grant open access to technical
interfaces, protocols, or other key technologies and systems and should also be required
to provide access to such OSS or similar software necessary to ensure fair competition in
the provision of services? Please provide detail in support of your response.

BT Response

Ultimately BT believes that equivalence of input (EOI) should be the desired goal where
all parties have access to the same information and use the same gateways at the same
time. As eircom move towards NGN this is an opportune time to start moving to the EOI
approach as many developments will have to be carried out to integrate the new NGN
platform. As regards providing direct access to the OSS, and until EOI is achieved eircom
should provide the same information, availability and responses that it provides to itself.
It would be acceptable to provide sufficient firewalls, or data extracts to ensure that an
OAO could not damage the eircom system. Eircom retail should be required to use the
same gateways as everybody else.

Q. 26.Do you agree that transparency, and in particular the requirement to
make public interconnection terms and conditions, is a necessary remedy to
actual and prospective problems in this market? Please provide detail in support
of your response.

BT Response
See earlier answer on transparency. BT believes that the requirement to regulate is being
let down by weak regulatory remedies are that are not effective. Please see annex B also.

Q. 27.Do you agree that eircom should publish a Reference Offer for Call
Origination services on its wholesale website? Please provide detail in support of
your response..

BT response

Yes — publication and transparency is the only way to prevent discrimination. BT strongly
believes the services offered to eircom retail should be included in this Reference Offer to
prove non-discrimination.

Q. 28.Do you agree that eircom should publish specified information which supports call
origination services? Please provide detail in support of your response.

BT Response
Yes — Please see Annex B which gives a comprehensive list of details that should be
published to enable connectivity and remove discrimination.

Q. 29.Do you agree that eircom should be required to publish appropriate
manuals and documentation for new and existing Call Origination services?
Please provide detail in support of your response.

BT Response

Yes — the requirement to force the publication of information for call origination services
will reduce the risk of discrimination — however these manuals should include how eircom
retail obtain the services to avoid eircom discrimination in favour of eircom retail.

Q. 30.Is there any additional information which eircom should provide to
ComReg or industry or both to further support products and services in the RIO?
Please provide detail in support of your response.
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BT response

Yes, details of what eircom wholesale provide to eircom retail including timing, processes,
charges and all comparable details in the existing reference offer. See Annex B for BT’s
proposal to require this.

Q. 31.In your opinion is the current process for updating of the RIO adequate?
Please provide detail in support of your response

BT Response

NO. Often the industry is just sent an e-mail of changes. In the majority of cases there is
no explanation why these have come about. As regards a major update we don’t believe

that eircom will introduce conditions necessary to deal with issues surrounding NGN and

stranded assets.

Q. 32.Do you agree that the eircom billing reports for call origination services to
wholesale customers are sufficiently granular so that operators are in a position to
reconcile their bill in an efficient manner to their in-house systems? Please provide detail
in support of your response.

BT response

BT is concerned that services credits are not fully itemised and it can be very difficult to
establish what a credit is for. A process of investigation and checks has to be carried out
where it would be much easier and less prone to error if they were properly itemised.

Q. 33.If you believe that the current level of detail for call origination services on
eircom wholesale bills is not sufficient please demonstrate by example material
shortfalls in the reconCiliation PrOCESS. ... 91

BT response
As above

Q. 34.Do you agree that a non-discrimination obligation applied to eircom is
necessary to remedy competition problems in the wholesale call origination
market? Do you also agree that non-discrimination is a necessary complement

to the other obligations needed to remedy competition problems in this market?
Do you agree that, in addition to provision of reasonable requests, eircom should
also be required to provide products on a non-discriminatory basis and, as such,
should be required to provide to other operators at least an equivalent wholesale
call origination product to those services it provides to its retail arm? Please
provide detail in SUPPOIt Of YOUI FESPONSE. ...cciviiiiiiiiceee e 92

BT response

BT agrees that eircom should be required to offer services to other providers that are at
least the same as it offers itself to ensure a level playing field. BT considers that the non-
discrimination obligation currently in place and proposed don’t work effectively due to
weak transparency regulations. BT has proposed a solution to this situation that has been
taken from proposals made by Ofcom — see Annex B.

Q. 35.Do you believe that in light of the increased shift of local call costs towards

cost that ComReg should consult further with industry on a proposed remedy
similar to that reached in the UK in relation to local call disadvantage?

BT Response
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Yes

Q. 36.ComReg invites respondents to submit arguments as to whether anything

has changed since the last review to suggest that Near End Handover should not
longer be provided to those Operators in a position to avail of it? Please provide

detail in support of your response.

BT Response

BT is not aware of anything that should remove this facility as it is known to be in use
and working. BT is concerned however that voice interconnect in an NGN platform may
move towards the core given the lack of IP connectively at the local exchange (likely to
be Ethernet only) hence this matter will need to be discussed and reviewed over the
coming years.

Q. 37.Do you think that the current charging mechanism for PAC is still
appropriate given the change in recent years to the use of payphones? If not
please provide details with your answer.

BT Response

Payphones have a place in society and it is reasonable and proportionate those payphone
operators are correctly rewarded for their investment hence BT supports the continuation
of the PAC. The PAC is currently measured using parameters within the signalling system
number 7 coding and BT is concerned that the reliability of this may become an issue as
eircom move to an NGN network. An alternative and potentially more reliable approach is
possible using CLls if such a problem were to be encountered.

Q. 38.In your opinion do you have believe that the current FL-LRIC Top Down model
approach to setting call origination rates should be maintained pending the outcome of
the consideration of a wholesale price cap? Please detail your response giving substantive
arguments for or against as appropriate.

BT Response

It is BT’s view is that FL-LRIC is an established and proven regulatory costing
methodology and should be maintained as to change model now could be highly
disruptive for operation over a relatively short period in the light of a move towards price
cap.

Q. 39.Do you agree that ComReg should consider possible approaches to, and
implementation of, a wholesale price cap?

BT response

Today margins have become increasing tighter and there is a risk that operators business
are becoming increasingly exposed to price changes by eircom given the inability to
absorb the prices with profit margin. Such changes may increasingly be passed straight
through to the consumer undermining OAOs existing advertising and competitiveness in
the market. A price cap will provide pricing stability and aid certainty in the market.

Q. 40.Do you believe that the obligation to maintain cost accounting systems should be
imposed on eircom? Please detail your response.

BT response

It is clear that eircom could choose cost accounting and allocation systems that both suit
themselves and could portray compliance, whilst seriously undermining competition. The
reason for this is that key assumptions and rules have to be applied, and the assumptions
and rules chosen will be dependent on the outcome desired. It is therefore essential that
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ComReg maintain the obligation to maintain a cost accounting system and more
importantly it is vital that ComReg take a view that the cost accounting system deployed
is both transparent and fair. BT is particularly concerned with the allocations
methodologies being adopted by eircom as these could distort the costs so as to give an
unfair advantage to eircom.

Q. 41.Do you believe eircom should have an obligation of accounting separation in the
wholesale call origination market? Please provide detail in support of your
ST oT0] o 15T TR USRI 99

BT Response

Yes. Eircom are dominant in this market and accounting separation is vital to ensure that
eircom are correctly allocating both costs and components to the appropriate services.
Not to require such separation and transparency to the regulator runs the risk of cross
subsidy through inadvertent placing of components or allocations.

Q. 42.Do you agree that an access obligation for wholesale national transit
services should be imposed on eircom pursuant to Regulation 13? Please provide
detail in SUPPOIt OF YOUI FESPONSE.......ccoiuieiiiiicirieee et 103

BT response

Eircom is dominant in national transit as demonstrated by ComReg in its analysis and
there is little expectation that this will change given the coverage and ubiquity of the
eircom platform. Additionally eircom will already be at the exchanges where transit may
start or end whereas other operator will have to either dig or purchase connectivity to
those sites which take time and considerable resource. Given this entrenched advantage
and persistent dominance it is appropriate to regulate eircom national transit services
and providing access obligations is an essential requirement to enable others to be able
to use those services.

Q. 43.Do you agree with ComReg’s proposal to require eircom to interconnect
networks or network facilities? Please provide detail in support of your
[T o To] o 15T T PP TP PR U RS UPPT PR 103

BT Response

Increasingly interconnect is moving to include both physical interconnect and the
interconnection of network facilities such as look-up data bases etc. For example it is
increasingly important to support equivalence that the OAOs are able to both know the
current status of a telephone line, in service, in-situ, or simply not available so that they
can advise customers in the same and timely way available to eircom retail. The recent
offer from eircom to supply the In-Situ Database is a move in the right direction,
however this will be supplied every two weeks and thus is not real time. What is needed
is for the OAOs to have the same interconnection to eircom network facilities as eircom
retail has. This would enable OAOs to compete with eircom on a level playing field, and
more importantly benefit the consumer in that informed decisions can be taken at both
the provision (including cease) and fault management stages of the process.

Q. 44.Do you agree that eircom should be required not to withdraw access to
facilities already granted, save without prior ComReg approval? Please provide
detail in SUPPOIt OF YOUI FESPONSE.......ccviuieiiiiiiiciriee ettt 104

BT Response
See answer to Q23

Q. 45.Do you agree with ComReg’s proposal to require eircom to provide
specified information which supports existing and new transit services? Please
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provide detail in SUPPOIt OFf YOUI FESPONSE. ..ot 104

BT Response

Eircom should provide detailed information about its existing and new transit services as
it is the dominant player and has the ability to act independently and to the detriment of
its customers if it so wished. BT expects that NGN will require a major shift of the current
voice interconnect arrangements towards the core of the network and OAOs will need to
understand the impact of such a change on their business models. BT anticipates this
change as IP which will carry speech services in future & will not break out at the local
exchange level, hence voice interconnect at this level may no longer be possible in an
NGN world.

Q. 46.Do you agree that eircom should have an obligation to meet reasonable
requests for access? Please provide detail in support of your response. ............. 105

BT Response
Please see BT’s earlier views and Annex A.

Q. 47.Do you agree that eircom must provide call transit services on terms
which are fair, reasonable and timely? In addition do you agree with ComReg’s
proposal that these terms and conditions should be supported by Service Level
Agreements? Please provide detail in support of your response. ........cccccoceevneenn. 105

BT Response

Given eircoms dominance in this area eircom should be required to provided fair and
reasonable national transit services as the barriers to entry are so high alternative
providers may not have access where required. An OAO business will be dependent on
providing high levels of services and it is essential that eircom products are supported by
SLAs to maintain this. Please see BT’s response to Q21 for further details.

Q. 48.Do you agree that ComReg should consult with industry on the terms and
conditions of the SLA? Please provide detail in support of your response. ......... 105

BT Response
Please see BT’s detailed response to Q21.

Q. 49.Do you agree that eircom should provide unbundled transit services as
part of its Access obligation? Please provide detail in support of your response.

BT Response
Yes — OAOs should not be required to purchase components they don’t need.

Q. 50.Do you agree that eircom should provide access to and information
necessary for access to transit services to competitors at equivalent times and
standards as it provides to its retail arm? Please provide detail in support of
VL0 U] gl =T oTo] o 1T TP PRTURTURURUPN 106

BT response

Eircom is the dominant player in transit services and eircom should provide transit
services to all downstream players, including eircom retail on the same terms and
conditions as other players. There is no reason why eircom retail should be given
privileged treatment.
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BT is of the view that the OAOs and eircom retail should be able to avail of the same
services as each other and the only way to make this happen effectively is for a
transparency obligation on eircom to publish details of all the differences it offers itself
including timescales, processes, prices and T&Cs. Please see Annex B for a proposed way
of doing this.

Q. 51.Do you agree that where there will be a direct impact on OAOs, that both
OAOs and ComReg should be notified of plans which eircom may have with
regard to restructuring of their network? If so, what form should this take? ....106

BT Response
Please see BT’s detail response to question Q23.

Q. 52.Do you agree that eircom should be required to grant open access to
technical interfaces, protocols, or other key technologies and should also be
required to provide such OSS or similar software necessary to ensure fair
competition in the provision of services? Please provide detail in support of your
[T o To] o 15T TP U U TP U RSP PR 107

BT Response

BT agrees with this view as without such the OAOs can’t compete on equal terms with
eircom retail. The access to the OAOs should at least be equal to that which is available
to eircom retail and this should include timing aspects, process steps, availability etc. On
the surface it is easy to say that both eircom retail and OAOs can order the same
products through the gateway, but what is not clear is whether both can order in the
same timescales and do both have access to the same underlying information (within the
same timescales) to be able to place orders. Please see Annex B for a proposal to achieve
this.

Q. 53.Do you agree that eircom should be required to provide specified services
needed to ensure interoperability of end-to end services to users? Please
provide detail in SUPPOIt OFf YOUI FESPONSE. ..ot 107

BT Response
Yes so that operators can avail of the same wholesale services available to eircom retail.

Q. 54.Do you agree that eircom should be required to provide such operational
support systems or similar software necessary to ensure fair competition in the
provision of services? Please provide detail in support of your response ............ 107

BT Response

Yes otherwise the OAOs cannot operate on a level playing field and competition will be
distorted. The availability of information about the status of a line has been very limited
to date or takes several hours/days to obtain hence cannot be used at point of sale.

As regards to fault management, BT considers that it is not kept well informed about the
status of faults. It is clear that there is an increasing use of supplying the information
over the electronic gateway and that is welcomed, however there are concerns about the
timeliness of the data available on the gateway. BT has experience that the eircom
account managers have access to more up to date information as phoning them can often
achieve up to date information that is not available electronically. BT considers that
information should be flowed through more quickly.

Q. 55.Do you agree that an obligation of transparency should be imposed on
eircom? Please provide detail in support of your reSponse..........ccccocoeveviienenenennas 108
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BT Response
Please see earlier views and also Annex B of this response.

Q. 56.Do you agree that eircom should publish a Reference Offer for Call Transit
services on its wholesale website? Please provide detail in support of your
[T o To] o 11T P TP PO RO PPPP PR 108

BT response

Yes — this will ensure that OAOs have the opportunity to purchase the same services.
Additionally, ComReg should carry out an investigation to ensure the published services
are the same as provided to eircom itself, and if differences are found these should be
added to the offering. Please see Annex B as how this maybe achieved.

Q. 57.Do you agree that eircom should publish specified information which
supports call transit services? Please provide detail in support of your response.
108

Yes — so that operators are aware of the services available and how they should be used.
Eircom should also publish information on all services including timescales, T&Cs, prices
etc of services it is offering itself.

Q. 58.Do you agree that eircom should be required to publish a Reference Offer
containing details of access to facilities already granted?...........ccccccoeoviniieiiciennne 110

BT Response

Yes eircom should publish such information as there maybe services available to players
such as eircom retail that others would be keen to use if they were known to be
available.

Q. 59.Do you agree that eircom should be required to publish appropriate manuals and
documentation for new and existing Transit services? Please provide detail in support of
YOUE FESPONSE. ..oriiiiiiiiiiiiieiere ettt e 110

BT Response

Transparency is very important and such information should be made available so that
we are all aware of what is available. Eircom should also include services details of the
products they are offering eircom retail. See earlier responses on transparency.

Q. 60.Is there additional information eircom should provide to ComReg or industry or
both? Please provide detail in support of your response..................... 110

BT Response
Yes — eircom should provide information about the services it offers itself including the
level of automation, terms and conditions, timescales, prices, fault performance etc.

Q. 61.Do you agree that eircom should be required to publish the services that
fall within the call origination, the eircom call termination and transit markets in
the same format as they are published in the current RIO? Please provide detail
IN SUPPOIT OF YOUE FESPONSE. ...oeiiiiiiiiicieieeete ettt 110

BT Response
Yes — This will enable industry to be fully informed in a timely way and remove the risk of
discrimination. Publication of the services offered to eircom retail should be included.
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Q. 62.Do you agree with ComReg’s proposal to require eircom to publish one reference
offer for three markets - call origination market, eircom call termination and
BFANSIT? e bbbt 110

BT response

Yes — There are many aspects in common, particularly the remedies hence it makes a lot
of sense to keep these together. The eircom offer to itself should be included in this
reference offer.

Q. 63.In your opinion is the current process for updating of the RIO adequate?
Please provide detail in support of your reSPONSE.........ccccoovvvieieencine e 111

BT Response

See earlier comment regarding reasons for the change.

Otherwise the process is adequate, however it would be helpful if the e-mail informing of
the update included the changes being made so that these can be seen at a glance. It is
acknowledged that a change matrix is supplied on the site but it would be helpful for busy
people to see the changes instantly rather than having to go look for them.

Q. 64.Do you agree that the eircom billing reports for call transit services to
wholesale customers are sufficiently granular so that operators are in a position
to reconcile their bill in an efficient manner to their in-house systems? Please
provide detail in SUPPOrt Of YOUr rESPONSE. ..cc.cociiiiiieecee e 112

BT response
Yes — the service credit issue discussed earlier is not seen as a transit issue.

Q. 65.If you believe that the current level of detail on wholesale bills for call transit
services provided by eircom is not sufficient please demonstrate by example material
shortfalls in the reconciliation process........c.ccocooveviienciincienenenne. 112

BT response
See Q64

Q. 66.Do you agree that eircom should be required to provide transit information
and services on a non discriminatory basis to its retail arm and alternative
operators? Please provide detail in support of your response. .........ccccccoevneeviennns 112

BT response

All operators, including eircom retail, should be offered the same services on a non
discriminatory basis. For the market to be properly competitive and sustainable there
should be a level playing field otherwise companies are wasting their investment in a
market that is stacked against them, and liable to change to their disadvantage. Failure
to have a properly working competitive market will lead over time to market closure and
companies going elsewhere. Eircom should be required to publish details of the service
offered to eircom retail.

Q. 67.Do you agree that eircom’s downstream arms should have the same
access to eircom wholesale as alternative operators? Please provide detail in
10T o] oTo T do ]l VAo 10T g =1] olo] o 11 P 113

BT Response

eircom downstream should be allowed to trade the same as any other provider and thus
they should be able to avail of the same wholesale products. However, eircom wholesale
arms should not receive any preferential treatment, information or services as this would
give them an unfair advantage in the market. BT is seeking full equivalence of input
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(EOI) where all downstream players are able to avail of the same services and conditions
including eircom retail.

Q. 68.In your opinion do you believe that the current FL-LRIC Top Down model

approach to setting call transit rates should be maintained pending the outcome
of the consideration of a wholesale price cap? Please provide detail in support of
your response giving substantive arguments for or against as appropriate........ 115

BT Response
Yes as this is a structured and recognised costing model for regulated markets. See the
BT response to Q38.

Q. 69.In light of the likely increase in competition in the transit market in the
foreseeable future do you think that ComReg could relax any part of the price
control obligation when compared to the call origination market? Please provide
detail in SUPPOIrt Of YOUI FESPONSE.......covcuiiiricere ettt eene s 115

BT response

Traditional transit traffic over the coming years may change given the emergence of new
technologies and access mechanisms such as Broadband and internet bi-pass. However
at this time it is too early to predict the impact of this change.

Q. 70.Do you agree that ComReg should consider possible approaches to, and
implementation of, a wholesale PriCe Cap? ..o 116

BT Response
Yes — however, once NGN is in place the cost base within eircom will go down hence a
price cap is only helpful if it acknowledges these changes through a regular review.

Q. 71.Do you believe that the obligation to maintain cost accounting systems
should be imposed on eircom? Please provide detail in support of your
[T oo ] o 15T TSROSO USO ORI 116

BT Response

Cost accounting systems are essential to prevent eircom cross subsidising through
subtlies of allocations and business projections that are questionable. Therefore, not only
should eircom be required to run cost account systems but these should be approved by
ComReg and their operation inspected from time to time. Financial accounting is
ultimately based on making reasonable projections as to future volumes and costs and
ultimately assumptions are made. It is very important that the assumptions are
reasonable. For example in the broadband market the costs of broadband today will be
averaged over the next 3 to 5 years with an assumption of volumes achieved, however,
the product will continuously change and new market projections will be made that might
be considerably different. i.e. there is a risk that cost accounting systems can be
engineered to give the answer you want.

Q. 72.Do you believe eircom should have an obligation of accounting separation
in the wholesale call transit market? Please provide detail in support of your
ST oo ] o 15T TSV R SO UR TR 118

BT response

BT strongly believes that accounting separation should be mandated as a means to
ensure that components and services are being correctly costed and there is no cross
subsidy through such things as allocations. See earlier responses.

Q. 73.Do you agree that ComReg should mandate capacity based
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interconnection products in this manner? Please provide detail in support ........ 120

BT response

A. Yes, BT Ireland agrees, in fact, it is absolutely critical that ComReg should continue to
mandate capacity based interconnect products as described, i.e. products contained in
Service Schedule 002 (Interconnect Paths) and ISl in eircom’s current RIO and eircom
RIO Network Price List as well as the Interconnect O&M and SLA for Interconnect Paths
and Traffic designation for inbound and outbound Interconnect Paths document on the
eircom Wholesale website.

Unless these services are maintain, at least under at the level as per the current terms
and conditions, then the principle of “any to any” would rapidly fall down, the market
would be placed in complete turmoil and consumers, businesses, corporates etc would be
left floundering. It is an absolute necessary that the so called “capacity based
interconnection products” are absolutely maintained. This seems to fall under the
“facilities already provided” principles.

Q. 74.Do you agree with the above position taken by ComReg in relation to
Fixed SMS? Please provide detail in support of your response. .........c.ccceeevrenan. 121

BT Response
Yes — The market is small and is not raising concerns at this time.

Q. 75.Do you consider that in the period since the initial review that the market
for the labour element of DQ services to be effectively competitive and therefore
not suitable for ex-ante regulation? Please provide evidence to support your
BNSWET . .ot 121

BT response

Unsure— There are a number of providers in the DQ market, however, prices are still
high. It would not be unreasonable to review the costs of labour associated therefore.
Such an issue would lead to considerable consumer frustration.

Q. 76.Respondents are asked to provide views on whether the remedies in section 6 of
this consultation paper are proportionate and justified and offer views on what factors
ComReg should consider in completing its Regulatory Impact Assessment in terms of the
impact of these remedies on end-users, competition, the internal single market and
technological neutrality...................... 129

The three areas where the remedies proposed are poor that are; access, transparency
and non-discrimination.

Access Remedy

BT and other operators are constantly frustrated by eircom delaying tactics and push
backs when new requirements are raised. On recent requests BT requested a service
from eircom and wrote to its account manager, only to receive a response from eircoms
regulatory team and on the next occasion BT sent a request to the regulatory team to
receive the response to talk to the account manager.

In a normal business environment a wholesale operation would be falling over itself to
take on new business and grow its market, our view is that eircom wholesale is not
working in this way and this is reflected by its interface with its customer.
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The market review in a number of areas introduces the concept of timeliness and this
would be revolutionary if it were to happen — it does not and requests for services are
dragged out which damages the market.

It is clear that the current regulation does not work and the market review is basically
proposing more of the same — that is not good enough. BT proposes that it is now time
for ComReg to impose an access request process that is both mandatory and prescriptive
along the lines of shown in Annex A of this response. Many arguments will be put up why
this is not practical, however this is known to work elsewhere as opposed to the current
system which does not work and has no credibility in the market.

BT notes that ComReg has the regulatory powers and this is the correct time and place
for the introduction of fit-for-purpose regulatory remedies. If this window of opportunity
is not taken the market will continue to be stifled.

Transparency Remedy

Whereas the market review correctly identifies the need for transparency the remedies
proposed do not properly meet this requirement and it is possible to legitimately flout
these rules whilst continuing to be compliant. The only ways to make such rules work is
to flush into the open the different ways eircom provide services to themselves,
understand the components, compare the differences to that which is provided to the
OAOs and then to maintain this level of openness. The discussion in the consultation
touches on this requirement but the remedies don’t support it.

For example, BT notes that a lot of automation is being carried out in eircom at this time
and hypothetically it would be extremely easy for eircom wholesale to provide automated
facilities to eircom retail and semi-automated to the OAOs: it could easily be argued that
this would still be equivalent and meet the requirements of the regulation, and if it did
not there would be a long argument about the interpretation of the regulation over many
months and nobody would be sanctioned. ComReg should be aware that if they don’t
flush out discrimination issues they will not be volunteered. BT has lost confidence that
the regulatory remedies work. An example of this is that eircom appear to be able to
offer service until around 8pm on week days, yet the gateway into eircom that all OAOs
have to use closes at either 5pm or 5.30pm depending on what wholesale product is
used. How is this achieved if there is equivalence? Why weren’t the OAOs offered this?

BT notes that when asking eircom retail to supply services they appear to be easily able
to activate an In-Situ line in real time, or certainly within a few hours. When BT tried to
do this to help out smart customers the orders were generally bounced and it took weeks
to get a line provided. Where is the equivalence? The regulations are not working.

As demonstrated for the Access discussion there is no excuse for having weak remedies,
ComReg have the regulatory power, the market review is the appropriate vehicle for
updating the regulatory remedies and this moment should be seized.

Non-Discrimination

The term non-discrimination literally means no discrimination at all and not undue
discrimination as implied in the regulation. BT is of the view that we should move to a
world of equivalence of input in Ireland (EOI) which is where all parties including eircom
retail take the same inputs both technically, process and T&Cs and this would go a long
way to establishing confidence in the market that the playing field is level. There is no
confidence at this time of a level playing field.

Without appropriate transparency regulation it is more often the case that the OAOs don’t
know that they are being discriminated, other than stumbling on issues through customer
problems.
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It is vital that the non-discrimination and the transparency regulations are closely linked
where the non discrimination regulation sets the rules and the transparency regulation
flushes out discriminations. Ofcom introduced such a linkage in its market reviews of
around 2004 and BT recommends these should be applied in Ireland. An extract of
effective regulation is extracted in Annex B of this response.

Q. 77.Respondents are asked to provide views on whether the proposed

remedies in section 6 of this consultation paper are proportionate and justified

and offer views on what factors ComReg should consider in completing its

Regulatory Impact Assessment in terms of the impact of these remedies on end-users,
competition, the internal single market and technological neutrality........ 140

BT Response
See answer to Q76

Q. 78.Do operators foresee any particular difficulties with moving to a wholesale
price cap regime since the original consultation (03/16) given current and
possible future changes in the proposed regulated interconnection markets?
Please detail YOUT FESPONSE. ...ttt ettt bbb ene s 158

BT Response

In view of the potential short term disruption of the cost base that could occur with an
aggressive roll-out of the NGN a price cap would potentially bring more stability over that
period, however it is expected that eircoms costs will then fall with a more concentrated
and automated network and less manpower will be required to maintain it. It is expected
that these saving should be passed on through lower regulated prices or a CPI-X. BT
would see a two year review of the Cap to prevent costs deviating too far from the real
cost. The only exception, which should be made public is if there were to be a huge jump
in costs for the NGN deployment in which case a longer review period maybe need to
smooth the impact. This should be an exceptional period and the normal criteria should
be a two year review.

Q. 79.In your opinion what is the most appropriate modelling approach to take
when modelling the core network, current network technology, complete NGN
roll out or a hybrid approach of old and new? Please provide detail in support of
VL0 10| gl g =T oTo] o 1T T TSP U UP PSPPSR 158

BT Response

FL-LRIC would be a suitable candidate as estimation of network costs must be part of the
business case that eircom has for undertaking such a plan. Hence the information will be
available to predict FL-LRIC.

Q. 80.In the interests of reaching a wholesale price cap in a timely and efficient
manner, do you agree that eircom and ComReg should enter into bi-lateral
discussions on agreeing the most appropriate basis for a wholesale price cap to
arrive at final rates for publication once agreement is reached? Please provide
detail in SUPPOrt Of YOUI FESPONSE.......ccocuiiiricere ettt 159

BT Response

Yes however the avoidance of both margin squeezes and excessive pricings should
considered as both are very harmful to the industry. BT would expect to see costs and
hence regulated prices falling with the introduction of the NGN particularly if it is a
phased rather than a big bang change over as appears to be the case. BT would be very
concerned if the basket were too large as eircom would then be incentivised to skew
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prices to suit themselves which might be to the detriment of the industry. Narrow baskets
should be applied.

Q. 81.Where ComReg enter into a wholesale price process with eircom, do you
agree that the year 2005/06 is the most appropriate base year on which to base
a price cap setting model? Please provide detail in support of your response..159

BT Response
Yes as this is the most recent information.

Q. 82.What in your opinion would be the most appropriate time frame over
which the price cap should be effective, two, three or four years? Please provide
detail iNS SUPPOIt Of YOUF FESPONSE. ....cciiiiiiiiieieit et 159

BT Response

Two years otherwise the gap between true costs and the price cap may become too wide.
We are entering a stage of telecoms network evolution where less equipment will be
required and less sites and people will be required to house and maintain the network
respectively, hence cost savings are possible. It is anticipated that not only will traffic
flow require less manual configuration but the whole operation of network diagnostics
and repair will become remotely controlled.

Q. 83.Do you agree that the Consumer Price Index should be used in setting “X”
when arriving at the annual adjustment to most recent finalised interconnection
rates? Please provide detail in support of your reSPONSE.........ccccoeevireiniieiieneeniens 159

BT Response
Yes as it relates to the cost of living and hence the controls the impact of the change.

Q. 84.Do you agree that all interconnect rates as presented in the table
102/103/104 in the eircom RIO price list should be treated separately when
applying the CPI +/-X control within the overall core network cost basket?.......159

BT Response
Yes — otherwise masking can occur where eircom manipulate the prices in the basket to
suit themselves to the disadvantage of other players.

Q. 85.The current rate of return allowed is 11.5% which was set based on a
network efficiency study carried out some years ago, in your opinion do you
think this rate is still appropriate or should a more up to date study be carried
out in light of the changing telecoms environment? Please provide detail in
18] o] olo] g M Y/0 18T gl =151 o 1o o K] = OSSPSR 159

BT Response

There is merit in carrying out a more up to date study as the economy continues to
change and the rate of growth in the economy may not be what it was some years ago.
An incorrect rate of return will either over compensate or under compensate eircom.

Q. 86.The eircom RIO price list also includes other interconnect services such as
FRIACO, NEHO, NTC'’s, products necessary for the provision of interconnection
such as ISI's, CSI’s etc. Should these in your opinion also be subject to the
wholesale price cap for the same period? Please provide detail in support of your
[T oTo] o 15T TSP UROSPPPTT PR 160

BT Response
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Yes as this will bring stability to the market. Please see comment on NEHO in
Termination paper.
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Annex A — Example of a proven Mandatory Access
Request Process

It is painfully clear to BT and others in the industry that the process for requesting new
services from eircom has completely broken down. When requests are made, there is no
structure to how they are going to be progressed and indeed most don’t progress unless
they are brought to ComReg in the form of a complaint or to an industry group facilitated
by the regulator. Even at the industry meetings it is very difficult to get estimates or
commitments from eircom for delivery dates until a time that appears to suit them.

On the other side of the debate, eircom make changes to their key products such as the
automation of the GNP process in January 2007, where they surprised the industry by
introducing a new automation process. Normally BT would welcome such an
improvement however the lack of appropriate notice meant that it was not even on our
development program. BT welcomes the introduction of automation for order and process
handling, but eircom have to appreciate that the OAOs also have to make considerable
investments to develop automated systems and poor notifications and the lack of an
industry roadmap destroys the industries ability to plan and work in sync with eircom.
This is very damaging to the industry and tantamount to anti-competitive behaviour as
the industry cannot be ready to support many new products at the time eircom make them
available.

BT has tried on several occasions with the rest of industry and the good offices of ALTO
and ComReg to maintain a roadmap of developments so that operators can align their
development schedules with those of eircom to enable a synchronised improvement of
the industry, however, eircom are so vague in their details, implying that lots of systems
are involved etc that such roadmaps are poorly populated and not up-to-date. It is thus
with great surprise that eircom can then announce huge advancements of their network to
the press with clear timescales.

Basically BT and others have completely lost confidence in the existing Access Request
System as it does not work even with ComReg involved. The time has come to mandate a
prescriptive process to bring clarity and certainty to make the access regulations work.
Ofcom took this approach some time ago in the UK as shown in the extract below.

Extract from an Ofcom Market review dealing with requests for new
products

“6.163 Competing providers need clarity and certainty about the process for requests
for new Network Access, otherwise known as the statement of requirements

(“SOR") process. Clarity as to the necessary information for the purposes of

making a request for new Network Access should speed up the SOR process

to the benefit of providers that require wholesale inputs from BT. An improved
process will also enable BT to set a reasonable standard for requests and
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reject inadequate requests. It should also assist with the timely resolution of
disputes, since the nature of the dispute should be clearer. Accordingly,
Ofcom considers that ex ante regulation of BT's SOR process is appropriate.

6.164 Ofcom considers that the process should apply to modifications of existing
Network Access, as well as to completely new forms of Network Access.

Ofcom would not, however, expect the process to apply to requests for

standard Network Access products offered by BT but where the requesting
provider does not already have the product. Ofcom also notes that requests

for maodifications of existing Network Access are likely to be less complex

than requests for entirely new forms of Network Access and should be dealt
with relatively quickly.

6.165 The regulated process set out is designed to accompany the obligation for BT
to meet all reasonable requests for Network Access. The requirement to

follow the process applies in relation to some modifications to existing forms

of Network Access, such as requests for a new pricing structure or the

provision of certain billing information. However, the process would not cover
general requests for modifications, not associated with specific requests for
Network Access, such as requests to modify general contractual terms.

6.166 A summary of the condition is as follows and a detailed explanation of this
condition is set out in Annex 3:’
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Requesting party makes
Written request for new reasonable request for
Network Access information — cbligation to
respond within a
reasonable timescale

h 4

Acknowledgement
5 w.d. from request

h 4
Written response
15 w.d. from request

/R p

- equest sufficiently well e -
Request not sufficiently formulated — able to Refused — detailed
well formulated — detailed consider further + either reasons
list of defects (a) or (b)
(a) State that initial offer (b) Feasibility study
of terms and conditions required to decide whether
will be prepared L, reasonable + objective
X‘ F reasons why required
ol Genuine error of fact
No feasibility study 35 w.d. from request
Further written response Feasibility study required -
35 w.d. from request objective reasons why
reauired & whv aenuine error

¥ k4
Provide initial offer of Where feasibility study — further written response
terms & conditions, and 60 w.d. from request,
timetable for new network 85 w.d. (circumstances arise despite using best endeavours or
access agreement with the requesting party),

»85 w.d. (Ofcom agrees or agreement with the requesting party)
Where feasibility study — after genuine error of fact
45 w.d. from notifying of need for feasibility study,
70 w.d. from notification {circumstances arnse despite using best
endeavours or agreement with the requesting party),
>70 w.d. from notification {Ofcom agrees or agreement with the
requesting party)

/ \

Provide initial offer of

terms & conditions, and
timetahle far new netwnrk

Refused — detailed
reasons — objective
rriteria nr nead fn
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Annex B — Examples of improved transparency
regulatory remedies to make the non-discrimination
remedy effective.

The current remedy proposed by ComReg for transparency is not detailed or strong
enough and can be easily flouted whilst maintaining compliance as its vagueness allows
interpretation to undermine most disputes raised. It is also difficult for OAOs to get
visibility of what is happening hence they will not know whether discrimination is taking
place other than stumbling on it. In the first round of market reviews following the
introduction of the new regulatory regime in 2003, Ofcom updated its regulatory
remedies and of importance here are the changes to the access and transparency
remedies. It is proposed ComReg should consider this comprehensive approach. In
particular clauses FA4.4 and FA4.5 for service issues and FA5.5 for pricing and T&Cs
would be very helpful in Ireland.

If eircom are operating in a fair and non discriminatory way this will be a small overhead

as they should be able to declare compliance with the published reference offers and the
work will be a relatively small additional admin overhead, however, if there are problems
with discrimination compliance will be extremely difficult.

Extract of Ofcom text for Transparency Remedy

“Condition FA4

Requirement to publish a Reference Offer

FA4.1 Except in so far as Ofcom may otherwise consent in writing, the Dominant
Provider shall publish a Reference Offer and act in the manner set out below.

FA4.2 Subject to paragraph FA4.10 below, the Dominant Provider shall ensure that
a Reference Offer in relation to the provision of Network Access includes at least the
following:

(a) a description of the Network Access to be provided, including technical
characteristics (which shall include information on network configuration where
necessary to make effective use of Network Access);

(b) the locations of the points of Network Access;

(c) the technical standards for Network Access (including any usage restrictions and
other security issues);

(d) the conditions for access to ancillary, supplementary and advanced services
(including operational support systems, information systems or databases for pre-
ordering, provisioning, ordering, maintenance and repair requests and billing);

(e) any ordering and provisioning procedures;

(f) relevant charges, terms of payment and billing procedures;
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(9) details of interoperability tests;
(h) details of maintenance and quality as follows;

(i) specific time scales for the acceptance or refusal of a request for supply and for
completion, testing and hand-over or delivery of services and facilities, for provision of
support services (such as fault handling and repair);

(ii) service level commitments, namely the quality standards that each party must meet
when performing its contractual obligations;

(iii) the amount of compensation payable by one party to another for failure to perform
contractual commitments;

(iv) a definition and limitation of liability and indemnity; and

(v) procedures in the event of alterations being proposed to the service offerings, for
example, launch of new services, changes to existing services or change to prices;
(i) details of any relevant intellectual property rights;

() a dispute resolution procedure to be used between the parties;
(k) details of duration and renegotiation of agreements;
() provisions regarding confidentiality of non-public parts of the agreements;

(m) rules of allocation between the parties when supply is limited (for example, for the
purpose of Co-Location or location of masts);

(n) the standard terms and conditions for the provision of Network Access; and
(o) the amount applied to:

(i) each Network Component used in providing Network Access with the relevant Usage
Factors;

(ii) the Transfer Charge for each Network Component or combination of Network
Components described above; reconciled in each case to the charge payable by a
Communications Provider other than the Dominant Provider.

FA4.3 Subject to paragraph FA4.10 below, the Dominant Provider shall ensure that
a Reference Offer in relation to the provision of Local Loop Unbundling Services also
includes the following:

(a) the location of MDF Sites;

(b) the area within which Metallic Path Facilities could be made available from each of
the MDF Sites listed under (a) above;

(c) the availability of Co-Location at each of the MDF Sites listed under (a) above;

(d) equipment characteristics, including any restrictions on equipment for the purposes
of Co-Location at each of the MDF Sites listed under (a) above;
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(e) conditions for Site Access at each of the MDF Sites listed under

(a) above, including conditions for access for staff of those Third Parties to whom the
Dominant Provider provides Local Loop Unbundling Services;

(f) conditions for the inspection of MDF Sites at which Co-Location is available or at
which Co-Location has been refused on grounds of lack of capacity;

(g) safety standards;

(h) the relevant charges (or charging formulae) for each feature, function and facility
involved in the provision of Local Loop Unbundling Services; and

(i) anything which may reasonably be regarded as being likely to materially affect the
availability of the relevant Local Loop Unbundling Services.

FA4.4 To the extent that the Dominant Provider provides to itself Network Access

that:

(a) is the same, similar or equivalent to that provided to any other person; or

(b) may be used for a purpose that is the same, similar or equivalent to that provided to
any other person, in a manner that differs from that detailed in a Reference Offer in
relation to Network Access provided to any other person, the Dominant Provider shall
ensure that it publishes a Reference Offer in relation to the Network Access that it
provides to itself which includes, where relevant, at least those matters detailed in
paragraphs FA4.2(a)-(0).

FA4.5 The Dominant Provider shall, within one month of the date that this Condition
enters into force, publish a Reference Offer in relation to any Network Access that it
is providing as at the date that this Condition enters into force.

FA4.6 The Dominant Provider shall update and publish the Reference Offer in
relation to any amendments or in relation to any further Network Access provided
after the date that this Condition enters into force.

FAA4.7 Publication referred to above shall be effected by:

(a) placing a copy of the Reference Offer on any relevant website operated or
controlled by the Dominant Provider; and

(b) sending a copy of the Reference Offer to Ofcom.

FA4.8 The Dominant Provider shall give Ofcom at least ten days prior written notice
of any amendment to the Reference Offer coming into effect, unless such
amendment is directed or determined by Ofcom or is required by a notification or
enforcement notification issued by Ofcom under sections 94 or 95 of the Act.

FA4.9 The Dominant Provider shall send a copy of the current version of the
Reference Offer to any person at that person’s written request (or such parts which
have been requested). The provision of such a copy of the Reference Offer may be
subject to a reasonable charge.

FA4.10 The Dominant Provider shall make such modifications to the Reference
Offer as Ofcom may direct from time to time.

FA4.11 The Dominant Provider shall provide Network Access at the charges, terms
and conditions in the relevant Reference Offer and shall not depart therefrom either
directly or indirectly.
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FA4.12 The Dominant Provider shall comply with any direction Ofcom may make
from time to time under this Condition.

Condition FA5
Requirement to notify charges and terms and conditions

FA5.1 Except in so far as Ofcom may otherwise consent in writing, the Dominant
Provider shall publish charges, terms and conditions and act in the manner set out
below.

FA5.2 Save where otherwise provided in Condition FA6, the Dominant Provider shall
send to Ofcom and to every person with which it has entered into an Access Contract
covered by Condition FA1 and/or Condition FA9 a written notice of any amendment
to the charges, terms and conditions on which it provides Network Access or in
relation to any charges, terms and conditions for new Network Access (an “Access
Charge Change Notice”) not less than 90 days before any such amendment comes
into effect for existing Network Access, or not less than 28 days before any such
charges, terms and conditions come into effect for new Network Access provided
after the date that this Condition enters into force. This obligation for prior notification
will not apply where the new or amended charges or terms and conditions are
directed or determined by Ofcom or are required by a naotification or enforcement
notification issued by Ofcom under sections 94 or 95 of the Act.

FA5.3 The Dominant Provider shall ensure that an Access Charge Change Notice
includes:

(a) a description of the Network Access in question;

(b) a reference to the location in the Dominant Provider’s current Reference

Offer of the terms and conditions associated with the provision of that
Network Access;

(c) the date on which or the period for which any amendments to charges,
terms and conditions will take effect (the “effective date”);

(d) the current and proposed new charge and the relevant Usage Factors
applied to each Network Component comprised in that Network Access,
reconciled in each case with the current or proposed new charge; and

(e) the information specified in sub paragraph (d) above with respect to that
Network Access to which that paragraph applies.

FA5.4 The Dominant Provider shall not apply any new charge, term and condition
identified in an Access Charge Change Notice before the effective date.

FA5.5 To the extent that the Dominant Provider provides to itself Network Access
that:

(a) is the same, similar or equivalent to that provided to any other person; or

(b) may be used for a purpose that is the same, similar or equivalent to that provided to
any other person, in a manner that differs from that detailed in an Access Charge
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Change Notice in relation to Network Access provided to any other person, the
Dominant Provider shall ensure that it sends to Ofcom an Access Charge Change
Notice in relation to the Network Access that it provides to itself which includes, where
relevant, at least those matters detailed in paragraphs FA5.3(a)-(e).”
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Introduction

Vodafone welcomes the opportunity to respond to the consultation on the Market Analysis of the
Interconnect markets. We appreciate that the current review takes account of new elements and
developments such as ComReg’s review of price caps and welcome this opportunity to comment
on the approach to price caps as part of the current consultation.

Many of the issues under consideration have not changed since the initial review however. Given
that the initial review was completed in May 2005 with the acceptance by the EU Commission of
the notified measure in June 2005, there is no clear justification for the delay in issuing a final
decision on foot of the initial review. This creates uncertainty and while the threat of regulation
may have prompted the reductions in the interconnect rates of Other Authorised Operators (OAO),
the establishment of a glide path for these rates and the ultimate delivery of target efficient rates
has been delayed.

Vodafone’s views in relation to the matters raised in the present consultation are set out more fully
in response to the questions below.

Responses to Questions Raised

Q. 1. Are there additional factors that in your opinion require analysis by
ComReg? If so, please indicate precisely what they are. In respect of the
factors analysed, is there additional analysis that in yvour opinion must be

carried out. If so, please indicate precisely what that is.

Vodafone appreciates the fact that ComReg has updated its analysis of this market since the initial
review, however Vodafone is surprised that ComReg has chosen to limit this to December 2005.
As a result the information that is being used to inform ComReg’s decisions and those patrticipating
in this consultation is already over a year old. Vodafone considers that it is important that ComReg
should use the most recent available data in carrying out its market analysis.

Q. 2. Do vou agree with the above preliminary conclusions regarding the market
definition exercise? Please provide a reasoned response, and refer to the

relevant paragraph number(s) when submitting comments.

Vodafone agrees with ComReg’s preliminary conclusions on market definition with respect to the
call origination and wholesale transit services markets. In regard to the wholesale fixed call
origination market Vodafone considers that it does not include alternative facilities such as
wholesale broadband access in the current review period. Vodafone also agrees that both metered
and unmetered call origination services are in the same market as the distinction is primarily a
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function of the pricing model rather than any differences in terms of demand or supply side
substitutability between the two services. There is a single market for the provision of wholesale
fixed call origination services for both end-users and service providers primarily on the basis of the
ease of supply side substitution between provision of services to these customer segments.

Vodafone generally agrees with ComReg'’s preliminary market definition conclusions in respect of
fixed wholesale transit services. The relevant market is a multi-network market and Vodafone
accepts that there is a separate market for outgoing international transit services.

Vodafone agrees that the scope of each of the markets defined is national as the conditions of
competition (pricing behaviour, marketing etc.) are essentially homogeneous throughout the
country.

Q. 3. Do yvou agree with ComReg’s preliminary assessment and conclusions on
existing competition in the market for wholesale call origination? Please
provide a reasoned response, supported with economic, technical and/or

legal advice where relevant.

Vodafone broadly agrees with ComReg’s preliminary conclusions in respect of existing competition
in the market for wholesale call origination. The very high and static market share held by eircom
and the fact that OAOs are essentially confined to reselling eircom’s wholesale call origination
services to other providers mean that there is no material constraint on the SMP operator’s ability
to act to significant degree independently of its competitors at the wholesale level.

Q. 4. Do vou agree with ComReg’s preliminary assessment and conclusions on
barriers to entry and potential competition in the market for wholesale call
origination? Please provide a reasoned response, supported with economic,

technical and/or legal advice where relevant.

Vodafone agrees that there are significant barriers to entry in the market for wholesale call
origination. In particular Vodafone considers that it would be very difficult for OAOs to feasibly
replicate the SMP operator's access network given the very high sunk costs that would of
necessity have to be incurred, and because these costs would have to be recovered in charges
from a likely much smaller customer base than that currently held by eircom

Vodafone considers that there is very considerable uncertainty about the prospects for potential
competition using alternative platforms such as NGNs, FWA and cable. While potential competition
on the basis of such alternative platforms has not been significant to date, and is currently at a low
level of development, ComReg should be cognisant that competition from alternative access
facilities could progress in a non-linear fashion, growing much more rapidly in future compared to
past performance. While Vodafone considers that it is unlikely that competition through alternative
platforms is likely to act as a significant competitive constraint on the SMP operator in the current
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two year period of review, the fact that some alternative access facilities offer much lower entry
barriers than current entry via direct access mean that developments in respect of potential
competition must be continuously monitored by ComReg.

Q. 5. Do vou agree with ComReg’s preliminary conclusions on countervailing
buyer power in the wholesale call origination market? Please provide a
reasoned response supported by empirical and/or technical and economic

evidence.

Vodafone agrees that there is insufficient countervailing buyer power in the wholesale call
origination market as eircom is the sole supplier of wholesale call origination services using its own
network infrastructure and because it is not financially feasible, given high sunk costs and existing
technology, for OAOs to develop their networks to self-provide or offer wholesale call origination
services themselves.

Q. 6. Do yvou agree with the above preliminary conclusions regarding market

analysis? Please provide a reasoned response.

Vodafone generally agrees with ComReg’s preliminary conclusions regarding market analysis. The
very high market share held by eircom in the context of high entry barriers caused by the
prohibitive costs of replicating the SMP operator's network indicate that, in the absence of
regulation, it is in a position to act to a significant degree independently of its suppliers, customers
and competitors in the relevant market. While there is considerable uncertainty around the
prospects for potential competition on the basis of alternative access facilities, it is currently
reasonable to conclude that potential competition is unlikely to act as a significant competitive
constraint on eircom within the timeframe of the present review. Vodafone therefore agrees that
eircom has SMP in this market.

Q. 7. Do vou agree with the above preliminary conclusions regarding market

analysis? Please provide a reasoned response.

Vodafone broadly agrees with the preliminary conclusions regarding the analysis of the defined
market for wholesale transit services in Ireland. The very high market share held by eircom in the
context of high entry barriers caused by the wide dispersion of the eircom primary nodes and the
prohibitive costs of replicating the SMP operator's network indicate that, in the absence of
regulation, eircom is in a position to act to a significant degree independently of its suppliers,
customers and competitors in the relevant market.

While BT has extensive but incomplete connectivity to the majority of the eircom primary nodes
Vodafone considers that this is not likely to act as a significant competitive constraint on eircom in
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the time period of the present market review. Vodafone therefore agrees that eircom has SMP in
this market.

Q. 8. Do vou consider that the outgoing international transit services market is
not subject to high and non-transitory entry barriers (in the presence of
regulatory measures in other wholesale markets)? Please substantiate your

response.

Yes. Vodafone believes that the outgoing international transit services market is not subject to high
and non-transitory entry barriers and therefore that the first criterion of the three criteria test is not
met. No significant structural barriers to entry are present. Also the infrastructural and other
elements required for entry are modest and can be readily replicated. From the perspective of
buyers of outgoing international transit services, Vodafone agrees that switching costs are low.

Q. 9. Do vou consider that the outgoing international transit services market has
characteristics such that it will tend over time towards effective

competition? Please substantiate your response.

Vodafone contends that the outgoing international transit services market is currently effectively
competitive and the most recently available market data indicate that the characteristics of the
market are such that the trend is toward increasing competition. Therefore the second criterion of
the three criteria test is not met. The clearly evident trend toward a decline in eircom’s market
share and the large magnitude of its market share decline since 2002 strongly support this
conclusion. The large decline in the price of international transit services and their current level
further indicate a market that is characterised by effective competition. Also, as identified by
ComReg, barriers to expansion in terms of switching costs for purchasers of international transit
services are low.

Q.10. Do you envisage any potential competition problems/market failures in
the outgoing international transit market? If so, please state clearly the
nature of any such potential problems and outline whether you believe
competition law is sufficient of itself (absent ex amnte regulation) to
address any such potential market failures? Please substantiate your

Iresponse.
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Vodafone does not envisage any potential competition problems/market failures given that it has
been established that the market environment for the provision of outgoing international transit
services is competitive. Even on the assumption that the other two criteria of the three criteria test
were met, Vodafone considers that competition law in most cases provides an appropriate
mechanism for dealing with any competition problems that could arise.

Q. 11. Do vou believe that the outgoing international transit services
market meets all the three criteria and as such existing SMP obligations
applying to this market should be removed? Or, is it your view that

one/some of the criteria are not met. Please substantiate your response.

As set out in response to questions 8-10, Vodafone believes that none of the three criteria are met
in this market. Consequently, Vodafone considers that all existing SMP obligations in this market
should be removed.

Q.12. Do vou agree with the principles ComReg proposes to adopt when

selecting obligations in this market?

Vodafone agrees with the principles that ComReg proposes to use in the selection of appropriate
regulatory remedies in this market.

Q. 13. Do you agree that in the absence of ex ante regulation eircom would have
little or no incentive to offer reasonable access to call origination services to

OAOs competing against eircom’s retail businesses?

Q. 14. In your opinion have there been any developments since the original

response to consultation which may have an impact on ComReg’s

conclusion as stated above?

Q13.
Vodafone agrees that in the absence of ex ante regulation eircom would have little incentive to
offer reasonable access to call origination services to OAOs competing with it.

Q14.
Vodafone does not consider that there have been any developments since the original response to
consultation that would have a material impact on ComReg’s conclusion.
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Q. 15. Do yvou agree that an access obligation for call origination should be

imposed on eircom? Please provide details in support of your answer.

Vodafone agrees that an access obligation on a reasonable request basis should be imposed on
eircom. It is vital that OAOs specify the particular access arrangements that they require and that
the SMP operator should not be required to offer quasi consultancy or advice services that extend
beyond the provision of the essential technical and support information.

Q. 16. Do you agree with ComReg’s proposal to require eircom to interconnect
networks or network facilities? Please provide details in support of your

ANSWEL.

Vodafone agrees with ComReg’s proposal to require eircom to interconnect networks or network
facilities.

Q. 17. Do yvou agree that eircom should be required not to withdraw access to

facilities already granted, save without prior ComReg approval? Please

detail your response.

If within the current period of review it becomes clear that certain facilities have become redundant
across the industry then Vodafone would consider it adequate that eircom be required to provide
sufficient notice to the industry and ComReg that it plans to withdraw the facility in question. If no
objection is raised by any party during the notice period then the withdrawal of the facility should
proceed without the initiation of a public consultation.

P

Q. 18. Do vou agree with ComReg’s proposal to require eircom to provide

specified information which supports call origination services and to
continue to provide such services in accordance with terms and conditions

which are agreed by industry? Please detail your response

Vodafone agrees that eircom should be required to provide specified information which supports
call origination services and to provide these services on the basis of terms and conditions agreed
by the industry. The information required to be provided should be the minimum necessary to
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effectively support the provision of call origination services for OAOs and should not equate to
technical advice or support.

Q. 19, Do vou agree that eircom should have an obligation to meet reasonable

requests for access as described above? Please detail your response.

Vodafone agrees that eircom should have an obligation to meet reasonable requests for access as
described. Requests from OAOs should be subject to commercial negotiation and the access
remedy should only be enforced where negotiations pursuant to a reasonable access request are
unsuccessful.

Q. 20. Do vou agree that eircom must provide call origination services on terms
which are fair, reasonable and timely? In addition do vou agree with
ComReg’s proposal that these terms and conditions should be supported by
Service Level Agreements? Please provide detail in support of your

response.

Q. 21. Do vou agree that ComReg should consult with industry on the terms and

conditions of the SLA? Please provide detail in support of your response.

Q20.

Vodafone agrees that the SMP operator should provide call origination services on terms which are
fair, reasonable and timely. These conditions should be supported by SLAs, however the SLAs
should encompass only those transactions that are key to the functioning of the wholesale offering
in a non-discriminatory manner. SLAs should merely be a means for establishing that
discrimination is not taking place between the SMP operator’s retail arm and OAOs. Therefore the
SLA should only cover the requirements on the SMP operator and the agreed industry interface to
meet those differences between the internal process of the OAO operations and the SMP
operator’s retail operation.

Q21.

Vodafone considers that, in the interests of transparency and consideration of the interests of all
stakeholders, ComReg should consult with industry on the terms and conditions of any SLA.
Vodafone would welcome the opportunity to participate in such a consultation.
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Q. 22, Do you agree that eircom should provide access to and information
necessary for call origination services to competitors at least equivalent
times and standards as it provides to its own retail arm? Please provide

detail in support of your response.

Q. 23. Do you agree that where there will be a direct impact on OAOQs, that both
OAOs and ComReg should be notified of plans which eircom may have
with regard to restructuring of their network? If so, what form should this

take?

Q22.

Vodafone considers that a requirement on the SMP operator to provide access to competitors to
origination services under equivalent conditions to those applicable to its own retail arm is a basic
requirement of the non-discrimination obligation. As ComReg proposes to impose a non-
discrimination obligation on eircom in the origination market, with which Vodafone agrees,
specifying this requirement in the access obligation would appear to be superfluous.

Q23.
Vodafone agrees that where OAQOs are directly impacted in terms of interconnection services by
plans to restructure the network, both ComReg and OAOs should be pre-notified.

Q. 24, Do yvou agree that eircom should provide call origination services on an
unbundled basis as part of its Access obligation? Please provide detail in

support of your response.

Yes. Vodafone agrees that the level of unbundling that applies to wholesale call origination
services should be not less than that offered by eircom to its retail division or subsidiaries.
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Q. 25. Do you agree that eircom should be required to grant open access to
technical interfaces, protocols, or other key technologies and systems and
should also be required to provide access to such OSS or similar software
necessary to ensure fair competition in the provision of services? Please

provide detail in support of your response.

Vodafone does not agree that open access to technologies and systems should be required. The
information that is required from the SMP operator should be defined at the point of
interconnection. Therefore information about those technical interfaces and protocols that are
essential to support access to wholesale call origination services should be provided, however
information about technologies, systems and software that may be specific to eircom’s retail
activities and replicated by OAOs should not be subject to open access requirements. Indeed,
such information may be subject to intellectual property rights.

Q. 26. Do you agree that transparency, and in particular the requirement to
make public interconnection terms and conditions, is a necessary remedy to

actual and prospective problems in this market? Please provide detail in

support of your response.

Vodafone agrees that the obligation of transparency is a necessary and appropriate obligation to
impose on the SMP operator. An obligation of transparency is necessary where, as in this
consultation, a non-discrimination obligation is proposed in order to verify that the SMP operator is
not engaging in discriminatory practices.

Q. 27. Do vou agree that eircom should publish a Reference Offer for Call

Origination services on its wholesale website? Please provide detail in

support of your response.

Vodafone agrees that a Reference Offer for call origination services should continue to be
published. Vodafone considers the RIO, published in its entirety, to be an important facilitator of
transparency in the market.
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Q. 28. Do vou agree that eircom should publish specified information which
supports call origination services? Please provide detail in support of your

response.

Vodafone agrees that eircom should publish specified information which supports the provision of
call origination services. In order to determine the level of information necessary on technical
interfaces, protocols, the point of interconnect between the SMP operator and the OAO should be
clearly delineated at the outset and an industry agreed interface protocol should be determined.
The SMP operator should not be mandated to provide information to the level that would equate to
technical advice or support.

Q. 29, Do you agree that eircom should be required to publish appropriate
manuals and documentation for new and existing Call Origination services?

Please provide detail in support of your response.

Q. 30. Is there any additional information which eircom should provide to
ComReg or industry or both to further support products and services in the

RIO? Please provide detail in support of your response.

Q29.

Vodafone agrees that eircom should be required to publish appropriate manuals and
documentation for new and existing call origination services. In the case of new services the format
and level of detail provided in publications should be consistent with that currently provided for
existing services. The publication obligation should apply only to the extent that the costs involved
are properly balanced against the number of interconnected parties and the rate at which changes
are made to the document set.

Q. 31. In your opinion is the current process for updating of the RIO adequate?

Please provide detail in support of your response

Vodafone agrees that the current process for updating of the RIO is sufficient.

11
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-

Q. 32. Do you agree that the eircom billing reports for call origination services to

wholesale customers are sufficiently granular so that operators are in a
position to reconcile their bill in an efficient manner to their in-house

systems? Please provide detail in support of vour response.

Q. 33. If you believe that the current level of detail for call origination services
on eircom wholesale bills is not sufficient please demonstrate by example

material shortfalls in the reconciliation process.

Q32.

Vodafone is satisfied that eircom has maintained a high level of accuracy, and sufficient
granularity, in its wholesale billing so that OAOs are in a position to reconcile their bills in an
efficient manner.

Q. 34. Do yvou agree that a non-discrimination obligation applied to eircom is
necessary to remedy potential competition problems in the wholesale call
origination market? Do you also agree that non-discrimination is a
necessary complement to the other obligations needed to remedy potential
competition problems in this market? Do vou agree that, in addition to
provision of reasonable requests, eircom should also be required to provide
products on a non-discriminatory basis and, as such, should be required to
provide to other operators at least an equivalent wholesale call origination
product to those services it provides to its retail arm? Please provide detail

in support of vour response.

Vodafone agrees that a non-discrimination obligation applied to eircom is necessary to remedy
competition problems in the wholesale call origination market and this is complementary to other
obligations proposed to remedy competition problems in this market. However, Vodafone believes
that the requirement to provide an equivalent wholesale call origination product should be applied
in such a way as to maximise the incentives for eircom to innovate through the introduction of new
services. In this respect ComReg should be mindful of ensuring that requests from other operators
are indeed reasonable where the obligation is imposed.
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Q. 35, Do vou believe that in light of the increased shift of local call costs
towards cost that ComReg should consult further with industry on a
proposed remedy similar to that reached in the UK in relation to local call

disadvantage?

Vodafone considers that it would be beneficial if ComReg were to consult further with industry in
relation to possible remedies for local call disadvantage. Vodafone would welcome the opportunity
to participate in a future consultation process on this issue.

Q. 36. ComReg invites respondents to submit arguments as to whether anything
has changed since the last review to suggest that Near End Handover
should not longer be provided to those Operators in a position to avail of it?

Please provide detail in support of your response.

Q. 37. Do you think that the current charging mechanism for PAC is still
appropriate given the change in recent years to the use of payphones? If not

please provide details with yvour answer.

Vodafone considers that the current charging mechanism for PAC to be appropriate.

Q. 38. Do vou think that the current review process is still appropriate? If not

please provide details with vour answer.

Vodafone consider that the current review processes are still appropriate and should be retained
as these have proven effective for the purposes of both review and notification.
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Q. 39. In vour opinion do vou have believe that the current FL-L RIC Top Down
model approach to setting call origination rates should be maintained
pending the outcome of the consideration of a wholesale price cap? Please
detail your response giving substantive arguments for or against as

appropriate.

Vodafone welcomes ComReg’s commitment to preparing for a move to a wholesale price cap and
given that ComReg expects to be making a decision on this in a matter of months Vodafone
considers that is reasonable to maintain the status quo in the interim.

Q. 40. Do yvou agree that ComReg should consider possible approaches to, and

implementation of, a wholesale price cap?

Vodafone agrees that ComReg should consider the possible approaches to a price cap regime.
Vodafone comments further on the details of an optimal approach to the setting of a multi-year
wholesale price cap in our response to subsequent relevant questions in this consultation.

i

Q. 41. Do vou believe that the obligation to maintain cost accounting systems

should be imposed on eircom? Please detail your response.

Vodafone agrees that appropriate cost accounting systems are necessary to support the
accounting and price control obligations. However the cost of complying with such an obligation
should not be underestimated by ComReg.

Q. 42. Do you believe eircom should have an obligation of accounting separation
in the wholesale call origination market? Please provide detail in support

of your respomnse.

Vodafone considers that the obligation of accounting separation in the wholesale call origination
market should be maintained in respect of the SMP operator on existing terms as it supports other
proposed obligations such as that of non-discrimination.
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-

Q. 43. Do vou agree that an access obligation for wholesale national transit

services should be imposed on eircom pursuant to Regulation 137 Please

provide detail in support of your response.

Vodafone agrees that an access obligation for wholesale national transit services should be
imposed on eircom. Given the level of development of the national transit market, Vodafone
considers that there is scope for competition problems to emerge if the existing obligation were
withdrawn.

Q. 44. Do you agree with ComReg’s proposal to require eircom to interconnect
networks or network facilities? Please provide detail in support of your

response.

Vodafone agrees with ComReg’s proposal to require eircom to interconnect networks or network
facilities for the reasons given in response to the preceding question.

. 45. i i i :
45. Do vou agree that eircom should be required not to withdraw access to
facilities already granted, save without prior ComReg approval? Please

provide detail in support of your response.

If within the current period of review it becomes clear that certain facilities have become redundant
across the industry then Vodafone would consider it adequate that eircom be required to provide
sufficient notice to the industry and ComReg that it plans to withdraw the facility in question. If no
objection is raised by any party during the notice period then the withdrawal of the facility should
proceed without the initiation of a public consultation.

Q. 46. Do you agree with ComReg’s proposal to require eircom to provide
specified information which supports existing and new transit services?

Please provide detail in support of yvour response.

Vodafone agrees that eircom should be required to provide specified information which supports
transit services and to provide these services on the basis of terms and conditions agreed by the
industry. The information required to be provided should be the minimum necessary to effectively
support the provision of transit services for OAOs and should not equate to technical advice or
support.
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Q. 47. Do vou agree that eircom should have an obligation to meet reasonable

requests for access? Please provide detail in support of your response.

Vodafone agrees that eircom should have an obligation to meet reasonable requests for access as
described. Requests from OAOs should be subject to commercial negotiation and the access
remedy should only be enforced where negotiations pursuant to a reasonable access request are
unsuccessful.

Q. 48. Do vou agree that eircom must provide call transit services on terms
which are fair, reasonable and timely? In addition do vou agree with
ComReg’s proposal that these terms and conditions should be supported by
Service Level Agreements? Please provide detail in support of your

response.

Q. 49. Do vou agree that ComReg should consult with industry on the terms and

conditions of the SLA? Please provide detail in support of your response.

Q48.

Vodafone agrees that the SMP operator should provide call transit services on terms which are
fair, reasonable and timely. These conditions should be supported by SLAs, however the SLAs
should encompass only those transactions that are key to the functioning of the wholesale offering
in a non-discriminatory manner. SLAs should merely be a means for establishing that
discrimination is not taking place between the SMP operator’s retail arm and OAOs. Therefore the
SLA should only cover the requirements on the SMP operator and the agreed industry interface to
meet those differences between the internal process of the OAO operations and the SMP
operator’s retail operation.

Q49.

Vodafone considers that, in the interests of transparency and consideration of the interests of all
stakeholders, ComReg should consult with industry on the terms and conditions of any SLA.
Vodafone would welcome the opportunity to participate in such a consultation.

o

Q. 50. Do you agree that eircom should provide unbundled transit services as

part of its Access obligation? Please provide detail in support of your

response.
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Yes. Vodafone agrees that the level of unbundling that applies to wholesale call transit services
should be not less than that offered by eircom to its retail division or subsidiaries.

Q. 51. Do you agree that eircom should provide access to and information
necessary for access to transit services to competitors at equivalent times
and standards as it provides to its retail arm? Please provide detail in

support of your response,

Q. 52. Do yvou agree that where there will be a direct impact on OAQOs, that both
OAOs and ComReg should be notified of plans which eircom may have
with regard to restructuring of their network? If so, what form should this

take?

Q51.

Vodafone agrees that any operator found to have SMP in this market should be required to provide
call transit information and services on a non-discriminatory basis. Vodafone considers that this
obligation would follow from the imposition of the proposed non-discrimination obligation on
eircom.

Q52.

Vodafone agrees that where there is a direct impact on OAQ’s, that both OAOs and ComReg
should be notified of plans which eircom may have with regard to restructuring of its network. In the
case of OAQ'’s, eircom should provide the maximum notice possible as part of the ongoing network
planning process and in line with the terms of Interconnect agreements. Where changes are of
such an order as to be industry affecting (as in the case of the move to NGNs), then the timing and
means by which such changes are implemented should form part of a wider industry consultation
process under the auspices of ComReg.

Q. 53. Do vou agree that eircom should be required to grant open access to
technical interfaces, protocols, or other key technologies and should also be
required to provide such OSS or similar software necessary to ensure fair
competition in the provision of services? Please provide detail in support of

YOur respounse.

Please see Vodafone’s response to Q.25 which applies equally to the call transit market.
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Q. 54. Do you agree that eircom should be required to provide specified services
needed to ensure interoperability of end-to end services to users? Please

provide detail in support of your response.

Vodafone agrees that the SMP operator should be required to provide certain services essential to
ensure interoperability of end-to-end services to users.

Q. 55, Do vou agree that eircom should be required to provide such operational
support systems or similar software necessary to ensure fair competition in

the provision of services? Please provide detail in support of vour response

Please see Vodafone’s response to Q.25 which applies equally to the call transit market.

Q. 56. Do you agree that an obligation of transparency should be imposed on

eircom? Please provide detail in support of your response.

Vodafone agrees that the obligation of transparency is a necessary and appropriate obligation to
impose on the SMP operator. An obligation of transparency is necessary where, as in this
consultation, a non-discrimination obligation is proposed in order to verify that the SMP operator is
not engaging in discriminatory practices.

Q. 57. Do vou agree that eircom should publish a Reference Offer for Call
Transit services on its wholesale website? Please provide detail in support

of your response.

Yes. In the interests of simplicity and in order to minimise the administrative burden on the SMP
operator, Vodafone believes that a single offer combining products in the defined call origination,
termination, and transit markets should be published and welcomes ComReg’s proposal to do this
as set out in paragraph 6.196 of the consultation.

Q. 38, Do wvou agree that eircom should publish specified information
which supports call transit services? Please provide detail in support of

your response.
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Vodafone agrees that eircom should be required to publish such support information on its
wholesale website provided that this extends no further then the obligation already met by the
continued publication of the relevant facilities in accordance with the terms, conditions, and
specifications contained in RIO and associated documents.

Q. 59, Do you agree that eircom should be required to publish a Reference Offer

containing details of access to facilities already granted?

Q. 60. Do you agree that eircom should be required to publish appropriate
manuals and documentation for new and existing Transit services? Please

provide detail in support of your response.

Q. 61. Is there additional information eircom should provide to ComReg or

industry or both? Please provide detail in support of your response.

Q. 62. Do vou agree that eircom should be required to publish the services that
fall within the call origination, the eircom call termination and transit
markets in the same format as they are published in the current RIO?

Please provide detail in support of your response.

Q. 63. Do you agree with ComReg’s proposal to require eircom to publish one
reference offer for three markets - call origination market, eircom call

termination and transit?

Q59.

Vodafone considers that the potential for abuse exists if the existing obligations were removed and
therefore agrees that eircom should be required to publish a RIO containing details of access to
facilities already granted.

Q60.
Vodafone agrees that eircom should be required to provide and publish appropriate manuals, and
order forms and processes for new and existing services on an unbundled basis
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Q62.

Yes. Vodafone believes that the potential for abuse exists if the existing obligations were removed
and therefore agrees that information should be published to the same level of detail and in the
same format as currently provided in the RIO.

Q63.

For simplicity and to minimise the administrative burden on the SMP operator, Vodafone believes it
is appropriate that a single combined offer be published. In the event that separate offers were
published this would give rise to separate contracts and billing, which would be inefficient.

Q. 64. In your opinion is the current process for updating of the RIO adequate?

Please provide detail in support of your response.

Vodafone agrees that the current process for updating of the RIO is sufficient.

P

Q. 65. Do you agree that the eircom billing reports for call transit services to

wholesale customers are sufficiently granular so that operators are in a
position to reconcile their bill in an efficient manner to their in-house

systems? Please provide detail in support of your response.

Q. 66. If you believe that the current level of detail on wholesale bills for call
transit services provided by eircom is not sufficient please demonstrate by

example material shortfalls in the reconciliation process.

Q65.
Vodafone is satisfied that eircom has maintained a high level of accuracy, and sufficient

granularity, in its wholesale billing so that OAOs are in a position to reconcile their bills in an
efficient manner.

Q. 67. Do vou agree that eircom should be required to provide transit
information and services on a non discriminatory basis to its retail arm and

alternative operators? Please provide detail in support of your response.

Vodafone agrees that such a non-discrimination obligation applied to eircom is necessary to
remedy competition problems in the wholesale call origination market and is complementary to
other obligations proposed to remedy competition problems in this market. However, Vodafone
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believes that the requirement to provide an equivalent wholesale call origination product should be
applied in such a way as to minimise disincentives for eircom to innovate through the introduction
of new services. In this respect ComReg should be mindful of ensuring that requests from other
operators are indeed reasonable where the obligation is imposed.

Q. 68. Do you agree that eircom’s downstream arms should have the same access
to eircom wholesale as alternative operators? Please provide detail in

support of your response.

Vodafone agrees that eircom’s downstream arms should not have a different level of access to
eircom wholesale than OAOs.

Q. 69. In vour opinion do vou believe that the current FL-LRIC Top Down
model approach to setting call transit rates should be maintained pending
the outcome of the consideration of a wholesale price cap? Please provide
detail in support of your response giving substantive arguments for or

against as appropriate.

Q. 70. In light of the likely increase in competition in the transit market in the
foreseeable future do yvou think that ComReg could relax any part of the
price control obligation when compared to the call origination market?

Please provide detail in support of vour response.

Q609.

Vodafone welcomes ComReg’s commitment to preparing for a move to a wholesale price cap and
given that ComReg expects to be making a decision on this in a matter of months Vodafone
considers that is reasonable to maintain the status quo in the interim.

i

Q. 71. Do you agree that ComReg should consider possible approaches to, and

implementation of, a wholesale price cap?

Vodafone agrees that ComReg should consider the possible approaches to a price cap regime.
Vodafone comments further on the details of an optimal approach to the setting of a multi-year
wholesale price cap in our response to subsequent relevant questions in this consultation.
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Q. 72. Do vou believe that the obligation to maintain cost accounting systems
should be imposed on eircom? Please provide detail in support of your

response.

Vodafone agrees that appropriate cost accounting systems are necessary to support the
accounting and price control obligations. However the cost of complying with such an obligation
should not be underestimated by ComReg.

Q. 73. Do you believe eircom should have an obligation of accounting separation
in the wholesale call transit market? Please provide detail in support of

Your response.

Vodafone considers that the obligation of accounting separation in the wholesale call origination
market should be maintained in respect of the SMP operator on existing terms as it supports other
proposed obligations such as that of non-discrimination.

Q.74. Do vyou agree that ComReg should mandate capacity based

interconnection products in this manner? Please provide detail in support

P

Q. 75, Do vou agree with the above position taken by ComReg in relation to

Fixed SMS? Please provide detail in support of your response.

Vodafone agrees that any obligations would be covered under the non-discrimination obligations
applicable to the wholesale line rental offering and that specific further obligations would not be
appropriate given the stage of development of this market.
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Q. 76. Do you consider that in the period since the initial review that the market
for the labour element of DQ services to be effectively competitive and
therefore not suitable for ex-ante regulation? Please provide evidence to

'Elll)]_}l)l‘t YOour answer.

Vodafone agrees that the market for the labour element of DQ services is effectively competitive
and therefore should not be subject to ex-ante regulation.

Q. 77. Respondents are asked to provide views on whether the remedies in section
6 of this consultation paper are proportionate and justified and offer views
on what factors ComReg should consider in completing its Regulatory
Impact Assessment in terms of the impact of these remedies on end-users,

competition, the internal single market and technological neutrality

Vodafone agrees that the remedies proposed to be imposed on the SMP operator in the wholesale
call origination market are proportionate and justified although this position is subject to the
remedies being applied in a manner that is not unduly burdensome for the SMP operator.

Vodafone considers that in completing its RIA ComReg should have regard to factors such as the
impact of the proposed regulatory remedies on the incentives for investment and innovation and
any impact on the development of potential competition using alternative access platforms.
Vodafone considers that ComReg should also quantify any costs of the proposed accounting
separation and cost accounting obligation that would be avoided if these obligations were not
imposed and compare these to estimates, in terms of ranges, of the magnitude of the benefits for
end users in terms of lower prices and increased choice.

Q.78. Respondents are asked to provide views on whether the proposed
remedies in section 6 of this consultation paper are proportionate and justified
and offer views on what factors ComReg should consider in completing its
Regulatory Impact Assessment in terms of the impact of these remedies on

end-users, competition, the internal single market and technological neutrality

Vodafone agrees that the remedies proposed to be imposed on the SMP operator in the defined
national transit market are proportionate and justified although this position is subject to the
remedies being applied in a manner that is not unduly burdensome for the SMP operator.
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As the defined outgoing international transit services market is effectively competitive, no operator
can be designated with SMP. It is therefore appropriate that all regulatory obligations in this market
be withdrawn.

Vodafone considers that in completing its RIA for the national transit market ComReg should have
regard to factors such as the impact of the proposed regulatory remedies on the incentives for
investment and innovation and any impact on the development of potential competition using
alternative access platforms. Vodafone considers that ComReg should also quantify any costs of
the proposed accounting separation and cost accounting obligation that would be avoided if these
obligations were not imposed and compare these to estimates, in terms of ranges, of the
magnitude of the benefits for end users in terms of lower prices and increased choice.

Q. 79. Do operators foresee any particular difficulties with moving to a wholesale
price cap regime since the original consultation (03/16) given current and
possible future changes in the proposed regulated interconnection markets?

Please detail your response.

Vodafone considers that current and prospective changes in the regulated interconnection
markets, particularly with regard to the transition to next generation technologies, present some
complications for cost modelling. Vodafone believes however that the difficulties in assessing the
implications of technological and other market changes for cost modelling would in many instances
occur irrespective of whether the current annual review approach based on top down FL-LRIC
were retained by ComReg or a multi-year wholesale price cap regime were adopted as currently
proposed. Moreover, Vodafone considers that the difficulties involved can be adequately managed.

The principal issue faced by ComReg will be to set a value for ‘X’ in a CPI-X price cap format that
allows for cost recovery and full recovery of the cost of capital while also approximating to the
costs of an efficient operator in the context where two generations of technology are being
simultaneously maintained by the SMP operator. Extensive discussions with industry stakeholders
will be necessary and data from eircom’s separated accounts will serve as a useful starting point.
Reasonable assumptions together with the use of data from independent academic and
international sources wherever possible will maximise the probability of developing a price control
that encourages innovation and investment while also properly focusing on the costs of an efficient
operator rather than the actual costs of SMP undertakings.

Q. 80. In your opinion what is the most appropriate modelling approach to take
when modelling the core network, current network technology, complete
NGN roll out or a hybrid approach of old and new? Please provide detail

in support of your response.

Vodafone considers that an appropriate modelling approach must take explicit account of both
generations of network technology in its approach. It would be optimal to set a blended overall cap
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based on a single cost model that would reflect the transition from the legacy network to the NGN.
The model should take into account the transition/migration costs, such as the lower network
utilisation arising from the operation of two parallel networks during the transition period.

ComReg should carefully assess the merits of applying an overall price cap, with few or no sub-
caps given that flexibility would permit the operator of both the legacy network and the NGN to
optimally adjust prices in response to the evolution of traffic volumes and associated underlying
costs over the period for which a price cap is in force. It should be in the interests of the operator to
preserve an efficient price structure regardless of its market power, with competitive concerns
around the level of prices charged by the SMP operator being addressed by the overall wholesale
price cap.

P

Q. 81. In the interests of reaching a wholesale price cap in a timely and efficient

manner, do you agree that eircom and ComReg should enter into bi-lateral
discussions on agreeing the most appropriate basis for a wholesale price cap
to arrive at final rates for publication once agreement is reached? Please

provide detail in support of your response.

Yes. Vodafone considers that a wholesale price cap reached on a negotiated basis that meets the
stated regulatory objectives would, where possible, be optimal.

Q. 82. Where ComReg enter into a wholesale price process with eircom, do you
agree that the vear 2005/06 is the most appropriate base year on which to
base a price cap setting model? Please provide detail in support of your

respomnse.

Vodafone considers that the most recent available data should be used in formulating the
appropriate price cap setting model. At present the most recent available separated accounts data
available from eircom is for the financial year ending March 30" 2006. Vodafone therefore agrees
that 2005/06 is currently the most appropriate base year on which to base a price cap setting
model. However in the event that the publication of a finalised wholesale price cap approach was
delayed beyond October 2007, Vodafone considers that 2006/07 would be the most appropriate
base year to use.

Q. 83. What in your opinion would be the most appropriate time frame over
which the price cap should be effective, two, three or four vears? Please

provide detail ins upport of your response.
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Vodafone would favour a price cap applicable for a period of at least 4 years as this time period
would provide the greatest incentives for the SMP operator to innovate and improve its efficiency.

Q. 84. Do you agree that the Consumer Price Index should be used in setting

“X" when arriving at the annual adjustment to most recent finalised

interconnection rates? Please provide detail in support of your response.

Vodafone considers that the Consumer Price Index (CPIl) should be used in the proposed
wholesale price cap model. The CPI is the most widely publicised and monitored metric of changes
in the general price level in Ireland and therefore has clear benefits in terms of transparency
relative to alternative metrics.

Vodafone would acknowledge that there is a minor methodological concern around using the CPI,
a gauge of changes in retail prices, in the determination of a wholesale price cap. As a practical
matter however, given the inevitable strong linkages between wholesale and retail prices, there is
little basis to conclude that trends in the level of wholesale prices differ significantly from trends in
retail prices over the medium term. Vodafone contends that there would be no material difference
between using a wholesale price index as opposed to a retail/consumer price index in terms of the
impact on the calculation of a wholesale price cap. This is particularly the case in the context of the
multi-year wholesale price cap proposed. Given the clear transparency advantages of the CPI, on
balance its use should be favoured over alternative metrics.

Q. 85. Do you agree that all interconnect rates as presented in the table
102/103/104 in the eircom RIO price list should be treated separately when

applyving the CPI +/-X control within the overall core network cost basket?

Vodafone considers that ComReg should implement an overall CPI-X wholesale basket cap and
should, where feasible, forebear from imposing sub-caps on individual interconnect products. The
application of sub-caps to individual products removes flexibility and risks fostering an inefficient
price structure where market conditions change in ways that are not readily foreseeable. Vodafone
acknowledges however that the imposition of a CPI — X price caps on individual services within the
overall core network cost basket may be necessary in some circumstances.
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Q. 86. The current rate of return allowed is 11.5% which was set based on a
network efficiency study carried out some vears ago, in vour opinion do yvou
think this rate is still appropriate or should a more up to date study be
carried out in light of the changing telecoms environment? Please provide

detail in support your response.

Vodafone considers that a more up to date study should be undertaken to establish whether the
current allowable rate of return remains appropriate in the context of current and prospective
investment in NGNs.
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