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NGAN: status and deployment plans

NGA benchmark {including FTTH/FTTC/HFC cable)
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« One group of countries with ambitious deployment plans, but limited
coverage so far

« Another group with substantial coverage already achieved today, but no
public data available on take-up

* Highest take-up in Sweden (10% of households)




NGAN investment varies across Europe...
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... With early approaches to investment sharing

Beyond major cities

Major cities as first step
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Current remedies across member states
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Policy debate on NGA regulation

C European Regulators Group (ERG) Report, June
2009

C European Commission (EC) Recommendation on
Regulated Access to Next Generation Access
Networks

- 2"d draft, July 2009




ERG Report —key issues

C EU Regulatory Frameworks remains suitable to deal with new challenges of
NGA deployments

C NGA rollouts reinforce the importance of economies of scale and scope,
reducing replicability and reinforcing enduring economic bottlenecks

C Principle of “ladder of i nvest ment
Expected result is a more sophisticated ladder

C Ensuring consistent costing and pricing across wholesale products is key

C “Risk neutral”™ approach not to di st
existing practices for regulated access

¢ Co-investment and risk sharing arrangements
C Compliance with EU competition rules
C Symmetrical measures

¢ Ensure reasonable transitional period for migration (MDF phase-out)




NGA ladder of investment
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Draft EC Recommendation on NGA

AWired access networks which consi st v
which are capable of delivering broadband access services with enhanced
characteristics (such as higher throughput) as compared to those provided

over already existing copper networks. In most cases NGAs are the result of

an upgrade of an already existing copper orco-a x i a | access netw

C Access to ducts is not sufficient

C in most cases, because no ducts are available or the population density
IS too low for a sustainable business model.

NB. The Commission has changed its position from the first draft
recommendation where it promoted a prioritisation (i gr a d aof i 0 n ¢
remedies with primary emphasis put on access to civil engineering
Infrastructure such as ducts




EC NGA Recommendation

* Full range of passive and active access remedies at cost oriented prices
» Transparency measures in copper to fibre migration plans

* Risk premium allowed, both for unbundled fibre loop and WBA

» Measures to encourage co-investment and risk sharing among operators
* Encourage multiple fibre investment into end-users premises

Type of NGA deployment Remedies imposed on SMP operators
Market 4 Market 5
All types of NGA e Access to civil e  Wholesale broadband
(both FTTH and FTTN) engineering access, unless effective
infrastructure (e.g. competition in
ducts) downstream retall
FTTH only ¢ Access to terminating market as a resuilt of

physical access

segment of the fibre loop remedies imposed in

(including fibre inside

building) market 4
e Unbundled fibre loop
FTTN+VDSL only ¢ Unbundled copper sub-
loop




Market 4 — FTTH deployments

* Access to civil engineering infrastructure at cost oriented prices, under equivalent
conditions and based on reference offer

* Access to the terminating segment (including fibre inside buildings)

» Unbundled access to the fibre loop, at cost oriented prices (risk premium)

* No cost orientation when multiple fibre lines deployed and equivalent access offered
» Appropriate measures on co-location and backhaul

» Co-investment in multiple FTTH may lead to situation of effective competition
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Market 4 — FTTN deployments

 Access to civil engineering infrastructure at cost oriented prices, under equivalent
conditions and based on reference offer

* NRA to assess demand from potential access seekers
» Obligation to meet reasonable requests for copper sub-loop unbundling and
provide backhaul (dark fiber, Ethernet backhaul or access to ducts) and co-location

(or virtual co-location)

» Cost oriented prices for all items necessary for SLU




Market 5 —all types of NGAs

» Unless there is effective competition in the downstream retail market as a
result of physical access remedies imposed in market 4, NRA should mandate
WBA

» WBA remedies should be maintained or amended for existing services and
their chain substitutes. NRAs should consider WBA over VDSL as a chain
substitute to existing WBA over copper-only loops

« SMP operator should make new WBA services available at least six months
before it markets its own corresponding NGA retail services

 Cost orientation. No methodology specified. But a lower risk premium than
for WBA products over FTTN than FTTH




Revised NGA recommendation

* Too narrowly focussed on (multi-fibre) FTTH - not technology neutral.
* Too prescriptive - pre-empts the outcome of the market analysis process.

» Excessive access obligations on NGAs.
Remedies should be imposed gradually.

* Risk premium (“cost-based access with
somewhat higher WACC?”) alone is not
enough to stimulate investment.

* More guidance on risk-sharing through
long-term access and volume pricing
schemes should address ‘first-movers
disadvantage’.

*Risk premium and risk-sharing should also
apply to civil engineering infrastructure.

*0SMP oper atirvestmentl 6 c
arrangements should not be allowed. It
would favour the dominant operator lead to
duopolies/cartels.

*SMP oper at or-investment e 6
arrangements only under strict conditions.

* Long term discount pricing schemes are
discriminatory to alternative operators and
favour the incumbent.
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The way forward

C Different stages, business models and strategies for NGA development
across the EU

C Challenges and opportunities in adapting the EU policies and regulatory
framework to stimulate NGA investment, ensure competition and protect
consumer interests

C ECguidelines on state aid rules for broadband and NGA adopted

C Final adoption of NGA recommendation expected by 1Q 2010. EC

recommendations are not binding. Member states must ensure NRAs
aul 1S dzi Y ZofrdcomméddaRodzyh dacrying out their tasks

¢ Review of EU 2003 regulatory framework: specific provisions on approach
to investment in NGANSs, risk sharing and access regulation
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