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l. INTRODUCTION

The significance of the telecommunications sector is being increasingly recognised among economists. It
is not only an important service industry in its own right, but it is also a critical support element for other
service industries and the enabling infrastructure for the information society.

This explains why telecommunications policies have occupied a central position in the economic
development of nations. There is broad international agreement that these policies should be based on a
fair competitive environment and that this can best be achieved by having a regulatory function that is
separated from telecommunications operations. There is also a strong trend toward privatisation because
state ownership is no longer deemed necessary for the achievement of national communications
objectives and because such ownership may interfere with fair competition. In addition, privatisation
represents a welcome source of revenue for the state.

In the European Union, the regulatory environment for the telecommunications sector, or the electronic
communications? sector as it is called now, has gone through a continuous development for more than
fifteen years, starting with the publication of t he
characterised by four major phases:

1. The second step is normally referred to asthe 11998 acqui so because the g
effective at the national level in that year2. This step is also often refer
because it eliminated all special and exclusive rights. The framework was characterised by:

I its authorisation regime, which permitted the use of individual authorisations for public
telephony services as well as all establishment of infrastructure, whether terrestrial or radio
based;

1 asymmetric regulations with special conditions for operators with significant market power
(SMP). These were based on a rather simplistic criterion of having 25% market share or more
in a few broadly defined areas of activity, such as public fixed telephony networks and services.
If deemed to have SMP, a number of pre-defined requirements would automatically apply.

2 The third step wildl be referr ed. Theanaim changeh fromthe epor t
1998 acquiso are:
1 an extensive use of general authorisations whereby telecommunications activities can be

started without prior permission from the regulator. Only activities that require access to limited
resources may be subject to individual authorisations;

1 the designation of SMP can only be decided for fairly narrowly defined markets after rigorous
analysis based on competition law principles. Where an operator is found to have SMP, the
regulator has a choice of remedies in the form of special obligations to address specific
exposures to fair competition in the market concerned;

1  the inclusion of broadcasting networks in the same framework in recognition of technological
convergence between all forms of electronic communications.

3. The fourth step is represented by the 2006 review
published a communication on the review of the EU regulatory framework for electronic
communications networks and services. The Commission has proposed two major changes:

1  Spectrum liberalisation that would facilitate spectrum trading and provide more flexibility of use
for spectrum owners;

1  Streamlining of the market analysis notification procedure with a view to simplify the
procedures.

1 The sector is now referred to as the electronic communications sector because, due to technology convergence, the current
framework also applies to broadcasting networks. In this report, the term electronic communications is used when describing
aspects that relate specifically to the new regulatory framework. Otherwise, the term telecommunications is used to describe
general aspects that do not relate to a specific regulatory framework.

2 Specifically, all enabling measures should have been adopted by December 31, 1997.

3 This framework is also often referred to as the 0 acdgui so.
became effectveat t he nati onal l evel in 20083. Because th 98 acqui s
when the regulations became effective at the national level , it

©
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In addition, the Commission has proposed several other changes.

The Commission is expected to adopt a revised recommendation on relevant markets in February
2007. The Commission is also expected early in 2007 to propose to Council and Parliament
amendments to the directives forming the EU regulatory framework. It is expected that this will lead
to further adjustments in the regulatory framework and possibly a new acquis around 2010.

The regulatory development, which has taken place over fifteen years, has been compressed into a much
shorter period for the ten new EU Member States. They negotiated their membership based on the 1998
acquis. However, while these negotiations took place, the EU was already in the process of adopting the
2003 acquis and the new Member States had to transpose these directives before they entered the EU
on May 1, 2004.

These regulatory developments are largely supported by in-depth monitoring of the developments in the
national markets, which are subject to continuous scrutiny in the form of annual implementation reports.
The latest (11" report was released in February 2006.

The reports examine major developments in the market, analyse the implementation of the key regulatory
principles covered by the regulatory framework and draw conclusions intended to contribute to ensuring
compliance with the European regulatory framework as well as providing a knowledge base for further
regulatory developments.

South East Europe is a region that includes countries that are potential candidates for membership in the
European Union, some in the shorter term and other countries in a longer-term perspective. As part of the
preparation for EU enlargement, monitoring of their telecommunication markets, as significant drivers of
economic growth, is being performed. The resulting report, similar to those for the EU Member States, will

be prepared every 9 months in the peri ontoringofdouth2 005
East Europe-t el ecommuni cations services sector and r el

General Information Society and Media, and performed by Cullen International.
The reports cover the following countries:
1 Albania;

1  Bosnia & Herzegovina. This country includes two administrative divisions, the Federation of Bosnia

& Herzegovina and Republika Srpska in addition to the district of Br | k o . The country

the report as one entity because there is common legislation and a common regulatory authority;
Bulgaria;

Croatia;

Montenegro;

Romania;

= =4 -4 A -2

Serbia, including Kosovo, which has a separate status defined by UNSCR 1244. Serbia and Kosovo
have different legislation and separate regulatory authorities and are therefore dealt with separately
in this report.

1  Serbia;

1  Kosovo;
1  The former Yugoslav Republic of Macedonia;
1  Turkey.

All these countries and geographic units are in the process of adopting and/or implementing the EU
regulatory framework for electronic communications. Their position on the regulatory development ladder
varies from Romaniaés very advanced status, wh i
implementation, to countries that are still grappling with the tasks of establishing the initial conditions for a
competitive telecommunications sector.

This is the third of a series of four reports that are monitoring their progress in regulatory developments
as well as the effects to be observed in the markets.

ated

h

t

C
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OBJECTIVES AND METHODOLOGY

The overall objective of the project is to assist the
progress made by each country towards compliance with the EU rules for electronic communications.

The report presents factual information. It is not the intention to pass judgment on the relative merits of
the policies pursued or to evaluate progress made toward policy objectives. Each reader may make his or
her own assessment based on the many indicators provided in the report.

At the request of the European Commission, the scope and methodology for this report closely follows the
previous reports on AMonitori gl edonmEninCantdi dat eSeCwol
performed by IBM Business Consulting Services. These reports have been used as models for this report

with appropriate changes.

In the data collection process, we have relied heavily on the support of the local national regulatory
authorities and/or representatives of the Ministries responsible for telecommunications policies. The
principal sources of information for this report are listed in the table below:

Country Source of information in this report Website
Albania Telecommunications Regulations Entity (TRE) http://www.ert.gov.al
Bosnia & Communications Regulatory Agency (RAK) http://www.rak.ba/
Herzegovina
Bulgaria Communications Regulation Commission (CRC) http://www.crc.bg/
Croatia Croatian Telecommunications Agency (HAT) http://www.telekom.hr/
Montenegro Agency for telecommunications and postal services of http://www.agentel.cg.yu/

the Republic of Montenegro
Romania National Regulatory Authority for Communications and http://www.anrcti.ro/
Information Technology (ANRC)
Serbia (including
Kosovol)
Serbia Republic of Serbia - Republic Telecommunications http://www.ratel.org.yu
Agency (RATEL)
Kosovo Telecommunications Regulatory Authority (TRA) http://www.art-ks.org
The former Agency for Electronic Communications (AEC) http://www.aec.mk/
Yugoslav Republic
of Macedonia
Turkey Telecommunications Authority (TA) http://www.tk.gov.tr/

1) under UNSCR 1244

Table 17 Principal sources of information

Notes:

Montenegro: Postal services law (Off i c i al Gazette of the Republic of Montenegr o,
into the regulatory scope of the Agency. Accordingly, the Agency adopted changes to its Statute, and a new name i Agency

for telecommunications and postal services of the Republic of Montenegro.

Romania: On December 29, 2006 National Authority for Communications Regulation (ANRC) was transformed into the

National Regulatory Authority for Communications and Information Technology (ANRCTI) by the Government Emergency

Ordinance No. 134/2006.

The information collection process has consisted of four information packages, each with its own
reference date:

1. Organisational information. This package included information of an institutional and organisational
nature. The reference date was July 1, 2006.

2.  Price information. This package included a range of wholesale and retail prices. The reference date
was July 1, 2006.

3. Regulatory information. This package included indicators of a regulatory nature, such as competitive
safeguards, numbers of licences issued, etc. The reference date was July 1, 2006.


http://www.ert.gov.al/
http://www.rak.ba/
http://www.crc.bg/
http://www.telekom.hr/
http://www.agentel.cg.yu/
http://www.anrcti.ro/
http://www.ratel.org.yu/
http://www.art-ks.org/
http://www.aec.mk/
http://www.tk.gov.tr/
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4. Market information. This package included various forms of statistics from the telecommunications
market. The reference date was July 1, 2006 for information that represents the situation on a
certain date. Information that represents the results over a period of time, such as annual revenues,
relate to 2005, which is the last year for which results were available when this report was written. In
some cases, this report also includes information that is more current. The dates are then noted in
the report.

The report makes numerous comparisons with the corresponding EU information taken from the 11"
Implementation Report by the European Commission. This is the latest implementation report available at
the time this report was developed. Most of the information in the 11" Implementation Report represents
market data on September 1, 2005. One should therefore bear in mind that the EU data represents
information that is 10 months older than the information presented from South East Europe in this report.

This report covers ten geographic units with different status. Most of them are internationally recognised
as countries, but in the case of Kosovo, it is a territory under international administration.

The choice of geographic units has been made according to their legislative and institutional framework
for telecommunications regulations. For this reason, the country of Bosnia & Herzegovina is presented as
a single geographic unit because its constituent parts have common legislation and a common regulator.
Nevertheless, Bosnia & Herzegovina has three incumbent operators.

Table 2 provides basic information on the geographic units, with some additional information when
necessary to explain their status. It also introduces the short two letter country codes based on the
international 1ISO codes that will be used as identification in graphs elsewhere in the report. In addition,
each incumbent operator in Bosnia & Herzegovina has been allocated its own code, which is used in
certain graphs.

The countries and geographic units are presented in the alphabetical order by the name of the country.
Special territories within a country are presented after the Member States. Consequently, Kosovo is
presented after Serbia within the country of Serbia.

This sequence of countries and geographic units is maintained throughout this report, even if the full
context of the alphabetical order is not always displayed and the alphabetic order of the two letter ISO
codes is different.

Cullen International has contracts with independent telecommunications experts in each country and
geographic unit. They have provided additional advice and guidance on the national level. The majority of
the information presented in this report has been provided by the national regulatory authorities and/or
the ministries in the geographic units, but in some cases, the information has been supplemented and/or
corrected with other, and sometimes more recent, sources.

Country 1ISO Comments
country
code /
special
code
Albania AL
Bosnia & BA Bosnia & Herzegovina includes two administrative divisions:
Herzegovina 1. The Federation of Bosnia & Herzegovina
2.  Republika Srpska
I'n addition, there is a district, Br| ko

There are three incumbent operators in the different regions.

1. BH Telecom d.d Sarajevo (referred to as BA-bh in graphs). The operator is active
in the Federation of Bosnia & Herzegovina. It is the only operator in some cantons
and shares the market with HT Mostar in other cantons.

2. Telekom Srpske a.d. Banja Luka (referred to as BA-ts in graphs) is the incumbent
operator in Republika Srpska.

3. Hrvatske Telekomunikacije d.o.o0. Mostar (referred to as BA-ht in graphs) is active
in the Federation of Bosnia & Herzegovina. It is the only operator in some cantons
and shares the market with BH Telecom in other cantons.

Fixed telephony services in the -WarstBir [cH

Municipality) are provided by Telekom Srpska. Mobile services are provided by all

three mobile operators.

Bulgaria BG




Report 3 - Country Comparative Report i March 2007

Country ISO Comments
country
code /
special
code
Croatia HR
Montenegro XM Montenegro is an independent country, separated from Serbia & Montenegro following
a referendum on May 21, 2006.
Romania RO
Serbia (including CS Serbia is the remaining part of Serbia & Montenegro after the separation of
Kosovol) Montenegro. It includes the territory of Kosovo (see below).
Serbia XS
Kosovo XK Kosovo is a territory under interim international administration and has its own
telecommunications ministry and regulations. Under UN resolution UNSCR 1244, the
actual administration of Kosovo is carried out by the UN without the involvement of the
government of Serbia. For that reason, it is reported separately from Serbia in this
report.
The former MK The constitutional name of the country is "Republic of Macedonia". However, the
Yugoslav Republic country is not recognised under this name by parts of the international community. The
of Macedonia EU refers to the country by the provisional reference under which it was admitted to
the UN: "the former Yugoslav Republic o]
The country code "MK" is used by ISO and some other organisations, but this does not
prejudge the outcome of the negotiations on the name of the country that are taking
place at the United Nations.
Turkey TR
1) under UNSCR 1244

Table 2 - List of participating countries and their country codes

Note:

Most of the two-letter country codes are the international two-letter ISO codes. They are also used for Internet domain
names as provided by IANA (Internet Assigned Numbers Authority). These codes provide a well-defined and widely
understood two-letter code for the different countries. Serbia, Montenegro, and Kosovo do not have separate two-letter
codes officially assigned by ISO. However, the structure allows so-called user-assigned code elements. The codes indicated
in the table above are used by Eurostat and other organisations that need to identify Serbia, Montenegro, and Kosovo
individually with two letter codes. (Ref. Europe in Figures, Eurostat Yearbook 2005.). It should be noted that a procedure has
been started to allocate new two (and three) -letter codes from IANA and ISO to Montenegro. If and when adopted, ME will
be used instead of XM.

All the countries and geographic units in this region aspire to membership of the European Union. All of
them are innegotiat i ons and procedures that ul ti mately may
relationship with the European Union is indicated in the table below.

Country Relationship with the EU
Albania Stability and Association Agreement signed on June 12, 2006
Bosnia & Herzegovina Negotiations on Stability and Association Agreement are ongoing
Bulgaria Member State from January 1, 2007
Croatia Candidate country. Negotiations ongoing.
Montenegro Montenegro decided to be independent on May 21, 2006. Negotiations for a Stability

and Association Agreement were started in September 2006.

Romania Member State from January 1, 2007

Serbia (including Kosovo?l)

Serbia Opened talks on Stability and Association Agreement in October 2005.

Kosovo The status of Kosovo will depend on the outcome of negotiations that started in
December 2005.
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Country Relationship with the EU

The former Yugoslav Republic of | Stability and Association Agreement into force in April 2004.

Macedonia EU Council decision to grant candidate status in December 2005, but without
determining a date for when negotiations can start.

Turkey Candidate country. Negotiations ongoing.

1) under UNSCR 1244

Table 3 - Status of the relationships between SEE countries and the EU

The EU has established*a n  frtumendé forPre-Accessi on Assistanceodo whieh wil
accession activities over the period from 2007 to 2009. The budget is shown in the table below.

Pre-Accession assistance for 2007 -2009
Pre-accession 2006 2007 2008 2009
assistance
envelopes, in Million
euro
Albania 45.5 61.0 70.7 81.2
Bosnia & Herzegovina 51 62.1 74.8 89.1
Croatia 140 138.5 146.0 151.2
Montenegro 59.5 314 32.6 33.3
Serbia (including
Kosovol)
Serbia 195 186.7 190.9 194.8
Kosovo 167 63.3 64.7 66.1
Former Yugoslav 43.6 59.5 70.2 81.8
Rep. of Macedonia
Turkey 500 497.2 538.7 566.4
1) under UNSCR 1244

Table 47 Pre-accession funding

4 EU Enlargement Newsletter, November 8, 2006
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SUMMARY OF STATUS AND RECENT DEVELOPMENTS

The status of the telecommunications sector in any given country can be broadly characterised in terms
of its four main networks:

1  public switched telephone network (PSTN);
1  mobile network(s);

1 leased lines;

1  broadband network(s).

This chapter presents the status of these four networks and the major regulatory conditions that set the
stage for further development, in particular for broadband networks. It draws on information presented
later in this report and information contained in the first two reports in this series®.

Public Switched Telephony Network

In most European countries, the PSTN, which has been developed over more than 100 years, is how
declining in terms of the number of subscribers and revenue. This is also the case for most of the
countries and geographic units in South East Europe. Considering developments for the 8 month period
since the second report (reference date November 1, 2005) to this report (reference date July 1, 2006),
Albania, Bosnia & Herzegovina and the former Yugoslav Republic of Macedonia have registered slight
growth in terms of main subscriber lines per 100 population. In Montenegro, Romania, Serbia and Kosovo
this indicator has been more or less stable, while Bulgaria, Croatia, and Turkey have had a decline.

For the region as a whole, the penetration of PSTN subscribers in terms of main lines per 100 population
declined from 25.8 to 25.5. The decline of the PSTN can normally be explained by the availability of
alternative communication opportunities over mobile and broadband facilities. However, a rapid decline
may also be a symptom of strong tariff rebalancing without sufficient customer protection in terms of a low
usage tariff option. This can create a situation where low-income users are forced to terminate their
subscription because it is no longer affordable to them.

While there has been a slight price increase for local calls in Croatia, there has been no major price
increases for local calls in this period. In Turkey, the price for local calls has been reduced.

All countries and geographic units except Albania and Kosovo have low usage options available.

It is beyond the scope of this report to perform a sophisticated tariff analysis in order to determine where
the countries and geographic units stand on tariff rebalancing. However, a simple comparison of local and
international tariffs against EU averages suggests that they fall into two distinct clusters.

i Bulgaria, Croatia, Romania and Turkey have tariffs for local calls that are just below the EU average
in nominal currency. The corresponding comparison with PPP currency shows that the local tariffs
are well above the EU average. The same group of countries have tariffs for international calls, for
example to the UK, that are close to the EU average in nominal currency. This combination of tariffs
suggests that a fair amount of tariff rebalancing has been accomplished. However, none of these
countries claim that their tariff rebalancing has been completed. There have been significant price
reductions in tariffs of international calls by the incumbent operator in Turkey (15.6% to the UK)
since the previous report.

1  Another group of countries with Albania, Bosnia & Herzegovina, Montenegro, Serbia and the former
Yugoslav Republic of Macedonia have tariffs for local calls that are significantly lower than the EU
average in nominal currency. Yet, their tariffs for an international call, for example to the UK, are at
the EU average or significantly higher, in particular for Bosnia & Herzegovina and the former
Yugoslav Republic of Macedonia. Serbia has only recently started its tariff rebalancing. Tariff
rebalancing in the other countries have been in progress somewhat longer. Montenegro has
established a target date of 2010 for completion of tariff rebalancing. There have been significant

5 Report 17 Country comparative report, August 29, 2005 and Report 2 i Country comparative report, May 22, 2006. Both

reports are available from the European Commi ssionb6s website

http://europa.eu.int/information_society/activities/internationalrel/dialogue_coop/enlargement/index_en.htm and from Cullen
I nternat i on ahtt@/sAvwwailes-intereaticnal.comunder fdAstudi eso,

at :


http://europa.eu.int/information_society/activities/internationalrel/dialogue_coop/enlargement/index_en.htm
http://www.cullen-international.com/
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price reductions in tariffs of international calls by the incumbent operator in Albania (45.5% to the
UK) and the former Yugoslav Republic of Macedonia (20.8% to the UK) since the previous report.

Kosovo has the distinction of having relatively high local tariffs, close to the EU average in nominal
currency, and at the same time international tariffs that are significantly higher than the EU average, even
if there has been a significant price reduction (54.2% to the UK) since the previous report. Kosovo
considers that their tariffs are rebalanced.

In the period since the previous report, i.e. from November 1, 2005 to July 1, 2006, there has been
significant tariff rebalancing action in particular in four cases:

1 In Albania, tariffs have been significantly reduced for international calls.

1 In Serbia, both local and long distance tariffs have been increased, while certain international tariffs
have been slightly reduced.

1 In Kosovo, local tariffs have been increased, while long distance and international tariffs have been
reduced.

i In the former Yugoslav Republic of Macedonia, there have been significant reductions in
international tariffs.

NB. All these tariff comparisons have been carried out based on prices in national currencies in order to
eliminate price movements caused by currency exchange movements.

An overview over the tariff changes in the period is shown in the table below.

Country / unit Fixed monthly Local calls Long distance International International
near country distant country
Albania -46%
Bosnia & + - +
Herzegovina
Bulgaria
Croatia
Montenegro
Romania
Serbia (including
Kosovol)
Serbia +103% +27% -3%
Kosovo +57% +15% -9% -16% -29%
The former -13% -32%
Yugoslav Republic
of Macedonia
Turkey -2% +3% +2%

1) under UNSCR 1244

Table 571 Relative tariff changes in national currency for telephony services

This study has also reported on the price for incoming international calls. It turns out that all countries and
geographic units that are included in this report have relatively high inbound tariffs from the relatively
distant countries in Western Europe and the United States. The incoming calls are also very similar (or
identical) from the UK and the US for all countries. For countries that have succeeded in reducing the
cost of their outgoing calls, such as Bulgaria, Romania and Turkey, the incoming calls cost three to four
times the cost of outgoing calls.

The difference in tariffs between outgoing calls and incoming calls appears to be a reflection of the old
ITU accounting range system, which previously defined tariffs for international calls. This seems to
indicate that there has not yet been sufficient competitive pressure on the rates for termination of
international calls and or that the national termination rates defined by the RIOs of the SMP operators are
not yet available for termination of international calls.
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Another important subject for fixed telephony is how Voice over IP operators are treated in a regulatory
sense. The table below provides a quick summary:

Country / unit

Possibility to
provide VolP
services

Comments

Albania

Difficult

The regulatory conditions for the provision of VoIP are still undecided.

Bosnia & Herzegovina

Relatively
difficult

VolP is considered to be telephony, for which a rather high licence fee is
required.

Bulgaria

Relatively easy

Simple VolIP can be provided under a general authorization for data
transmission services if no numbering resources are required. If numbering
resources are used to provide the service, an individual licence for data
transmission is required.

Vol P that doesnotbepreviledwithouSanyclieence.al s o
However, if certain conditions are met, such as meeting quality of service
criteria defined for the telephony service, VoIP is considered telephony, for
which a relatively high licence fee is required.

Croatia

Easy

VolIP is a special class of service which requires notification. The notification
fee is quite low.

Montenegro

Difficult

VolIP is considered to be telephony, for which a very high licence fee is
required.

Romania

Easy

VolP may be considered to be telephony, which in any case can be offered on
the basis of a notification. The exact conditions applicable and whether it will
be considered a publicly available telephone service (PATS) will depend on
the service characteristics.

Serbia (including
Kosovol)

Serbia

Difficult

Requires a licence similar to a telephone licence if numbering resources are
used. Such licences are granted following a public tender procedure with
conditions defined by the Ministry. Some forms of VolP without use of
numbering resources can nevertheless be provided under a general licence
(approval) from the NRA.

Kosovo

Difficult

VolP is considered to be telephony and requires an individual telephony
license, for which a rather high licence fee is required. International telephony
is under special rights for the incumbent operator until December 31, 2007.
This means that international VolP may not be legally offered before that date.

The former Yugoslav
Republic of
Macedonia

Easy

VolP may be considered to be telephony, which in any case can be offered on
the basis of a notification. The exact conditions applicable and whether it will
be considered a publicly available telephone service (PATS) will depend on
the service characteristics.

Turkey

Medium

VolP is considered to be telephony, for which a relatively high licence fee is
required.

1) under UNSCR 1244

Table 6 7 Overview of VoIP regulations

As this table shows, there are many different approaches. Since VolIP represents a significant competitive
challenge for PSTN today, the countries and territories where the subject is still undecided, may represent
a barrier to entry of alternatives that are now technically viable. Furthermore, where VolP always are

consi

dered

itel ephonyo

and thus requiring a

considerably tougher than its treatment in the EU framework, in particular if the telephony authorisation is

onerous.

tel ephon
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Mobile networks

Most countries and geographic units demonstrate strong growth in mobile networks. The average
subscriber penetration rate increased from 59% on November 1, 2005 to 66% on July 1, 2006. The
growth rates ranged from a slight decline®in Montenegro from 104% to 99% to 34% growth in Bulgaria in
the period from mid 2005 to July 1, 2006.

In all countries and geographic units, the number of mobile subscriptions surpasses by far the number of
fixed telephony subscriptions.

The strong growth in mobile penetration is based on a competitive situation with two or three operators in
each market. 3G networks have been licensed in Bulgaria (3 operators), Croatia (3 operators) and
Romania (2 operators”). The Bulgarian operators start operations in 2006. One of the Croatian operators,
Tele2 had delayed its introduction of 3G until the end of 2006. The other two Croatian operators and two
of the Romanian operators are currently active.

Kosovo is an exception with the relatively low mobile penetration of 19.25% and a modest growth from
16% at the beginning of 20058.

The mobile tariffs compare relatively favourably with those in the European Union. In most cases, the
tariffs are positioned below the median values presented in the 11" Implementation Report of the
European Commission. Albania represents the exception with prices that would rank among the highest
in the EU, in particular for the medium and high usage baskets. In addition, Bulgaria has medium and
high usage basket tariffs that are above the EU median. Kosovo and Turkey are above the EU median for
the high usage basket, while Croatia is above the EU median for the medium usage basket.

In the period from November 1, 2005 to July 1, 2006 there have been significant reductions in Bosnia &
Herzegovina. For Croatia and Turkey, the picture is more mixed, with some prices being increased and
other decreased.

A summary of tariff changes for those countries where comparative price information is available, is
shown in the table below.

OECD baskets

Country / unit Low Medium High
Albania
Bosnia & Herzegovina -10% -8% -18%
Bulgaria
Croatia -1% +15% -31%
Montenegro
Romania
Turkey -1% -3% +25%

Table 71 Relative changes in OECD basket prices in national currency

Leased lines

Leased lines, normally from the incumbent operator, constitute important building blocks for operators
when establishing new networks. In the previous regulatory framework of the EU (the 1998 acquis),
leased lines were seen as an important part of the SMP concept and cost oriented tariffs were required.

With the new regulatory framework (the 2003 acquis), this requirement was carried forward as Market 7
for AThe minimum set of | eased |lines (comprising the
Mbit/s as referenced in Article 18 and Annex VII of t

Montenegro has the highest mobile penetration in the region and is above the EU average. The decline is explained by seasonal
variations caused by prepaid cards purchased by tourists.
7 Two additional 3G licenses were granted late 2006 to RCS&RDS and Telemobile (Zapp).

The penetration numbers from Kosovo includes only subscribers from Vala900, which is the only licensed mobile operator in
Kosovo. There are other operators that operate without a license.
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While alternative networks are now available so that there are alternative providers of leased lines in
many Member States, most market analyses have concluded that the incumbent operators continue to
have significant market power.

For the countries and territories in South East Europe the tariffs and availability of leased lines is an
important competitive parameter.

Tariffs for national leased lines compare well with prices in the EU. The 64 Kbit/s lines are priced below
or near the EU average in all countries and territories except Albania and the former Yugoslav Republic of
Macedonia. Similarly, for 2 Mbit/s lines, the tariffs are below or near the EU average except for the former
Yugoslav Republic of Macedonia.

In the period from November 1, 2005 to July 1, 2006 there were significant price reductions for leased
lines in Bosnia & Herzegovina.

In most other cases, there were no price movements in the period. A summary of the price changes is
shown in the table below.

Country / unit 64 Kb 2 km 64 Kb 200 km 2 Mb 2 km 2 Mb 200 km 34 Mb 2 km 34 Mb 200
km

Albania

Bosnia & -8% -20% -19% -23% -19% -42%
Herzegovina

Bulgaria

Croatia

Montenegro

Romania +5%

Serbia (including
Kosovol)

Serbia

Kosovo

The former
Yugoslav

Republic of
Macedonia

Turkey

1) under UNSCR 1244

Table 81 Relative price changes for leased lines in national currencies

The situation is also positive for international leased lines. The prices for such lines are for so-called half-
circuits, which covers the part of the circuit that is located within the country. However, Albania, Bosnia &
Herzegovina, and the former Yugoslav Republic of Macedonia have tariffs that are significantly higher
than the EU average for all the different alternatives that have been included in this report.

In the period from November 1, 2005 to July 1, 2006 there were significant price reductions in Kosovo
and some modest price increases in Croatia. A summary is shown in the table below.

Country / unit 64 Kb 200 km near 64 Kb UK 2 Mb near country 2 Mb UK
country

Albania

Bosnia & Herzegovina

Bulgaria

Croatia +6% +11%

Montenegro

Romania
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Country / unit 64 Kb 200 km near 64 Kb UK 2 Mb near country 2 Mb UK
country

Serbia (including
Kosovol)

Serbia

Kosovo -50% -67% -50% -62%
The former Yugoslav
Republic of Macedonia
Turkey

1) under UNSCR 1244

Table 91 Relative price changes for international leased lines in national currencies

Interconnection rates

The establishment of cost oriented interconnection rates is of fundamental importance for a competitive
telecommunications market. It is also a difficult and time-consuming task for regulators to carry out the
analysis necessary to determine the correct price level. Often regulators have to rely, at least initially, on
benchmark information or rather crude models. As methods that are more sophisticated are applied, it
has proved possible in many cases over time to arrive at rates that are more correct.

This normally has resulted in downward adjustments of the termination rates. This is simply because the
regulator who has to take a decision on termination rates will tend to avoid imposing any rates that are
below cost. Therefore, errors or lack of precision tend to favour the incumbent operators. As methods that
are more sophisticated are applied, the margin of error is reduced and prices can be set closer to the
correct level.

In the period from November 1, 2005 to July 1, 2006 there have been significant reductions in the
termination rates for fixed networks in Bulgaria and Romania. In the same period, there have also been
significant price increases in Serbia (which can be part of a tariff rebalancing effort). A summary table of
tariff changes is show below.

Country / unit Local FF Single transit Double transit Local MF Single Double
FF FF transit MF transit MF

Albania

Bosnia &
Herzegovina

Bulgaria -8% -7% -21% -29%

Croatia

Montenegro

Romania -1% -9% -11% -1% -9% -11%

Serbia (including
Kosovol)

Serbia +386% +386% na

Kosovo

The former
Yugoslav

Republic of
Macedonia

Turkey

1) under UNSCR 1244

Table 107 Relative price changes for termination rates in national currencies (peak time rates)
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After these changes in termination rates, many countries and territories have rates that are about 50%
higher than the EU average for Fixed-to-Fixed termination. However, in cases the rates are much higher
by a factor of three or more. This is the case in particular for Montenegro.

According to EU regulatory framework, if the termination rate to a fixed network is subject to cost
orientation, the rates must be the same regardless whether the originating network is a fixed or a mobile
network. This is because there is no difference in cost whether the originating network is one or the other.

However, not all countries and territories have succeeded in establishing cost-oriented rates for mobile to
fixed termination and in some countries, mobile operators do not benefit from local and single transit
rates. Because all termination from fixed to mobile networks is national, the same principle is applied for
termination from mobile to fixed.

Only Bosnia & Herzegovina, Romania and Turkey apply correctly the same termination rates regardless
of originating network.

Broadband access

Broadband access is an important indicator because it provides much of the basis for the service based
information society economy. Without a broad base of broadband users, the national economy will not
benefit from participation in these markets and the gap in the standard of living when compared to other
modern economies may widen rather than being narrowed.

Broadband penetration is measured by the number of subscriptions for access solutions that provide
Internet access at speeds equal to or higher than 144 Kbit/s.

The use of broadband access has been extremely low when compared to the situation in the EU, but
several countries can show impressive growth figures. In October 2005, the EU average® was 11.45%.
Behind this average was a significant variation between countries, ranging from 1% in Greece to 23.8% in
the Netherlands.

The average in South East Europe was 3.16% on July 1, 2006. As in the EU, there is a significant
variation between countries and geographic units. The average ranges from almost no broadband access
reported in Albania to 5.47% in Romania.

Four countries have broadband access penetration rates that are significantly higher than the other
countries in the region:

1. The leading country is Romania with 5.47%. This represents a growth of 57% since November 1,
2005. However, 42% of this number is made up from subscribers to a mobile network using
CDMA/EV-DO10 and other mobile 2G and 3G technologies. A significant number of these
subscribers use their mobile phone for connection to the Internet, but only half of them make regular
use of this capability in addition to normal voice services.

The second most important broadband technology in Romania is cable modem (Cable TV
technology) which accounts for 27.7% of the total number.

xDSL, which in the EU represents the largest technology and is seen as the main driver for
broadband growth, plays a rather minor role in Romania, but has grown from about 1% of all the
lines to 3.8% from November 1, 2005 to July 1, 2006. This growth is almost matched by fibre to the
home, which has also has grown from about 1% to 3.4%.

It is interesting to note that the incumbent operator has a very small share of the broadband access
subscriptions. Even if it is growing rapidly in relative terms, it still accounts for less than 3.5% of the
total number of subscriptions. Alternative operators are providing the rest, mostly from their own

net wor ks. Use of the incumbentds network through

insignificant.

o 1" Implementation Report from the European Commission, February 2006
10 EV/DO stands for Evolution-Data Optimized. It provides download access with typical speeds around 300-500 kbit/s.
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2. Croatia is the second country in the region with 4.4% penetration. The growth has been 118% in the
eight-month period from November 1, 2005. The incumbent operator has a market share of almost
80% all of which is xDSL. In addition, there is another 6% from alternative operators using the resale
option of the incumbent. The remaining 15% are provided by alternative operators through 3G
(11%), cable modems (3%) and other technologies including WIFI, leased lines and satellites.

3. Bulgaria now takes third place in the region. In our previous report, Bulgaria was reported as having
only 0.26 broadband connections per 100 population. However, this indicator has been significantly
understated due to a reporting problem, as cable TV providers had not reported their broadband
connections with the use of cable modems. Now that these connections have been reported, it turns
out that there are 239,583 such connections. With this new information, Bulgaria is reported as
having a penetration of 4.2%, similar to the level of Croatia.

We have no basis for comparison with the previous humber of cable modems, so we cannot provide

an overall growth figure for Bulgaria. However, we can estimate the growth in the other technologies.

This indicates an impressive growth of the incumbe
use of fixed wireless access, fibre access and other technologies by alternative operators. Like in

Romania, the market share of alternative operators is quite impressive as they provide over 80% of

all connections.

4. The fourth country is Turkey with 3.16%. From November 11, 2005 to July 1, 2006 the number of
broadband connections in Turkey grew from 1,150,616 to 2,133,047 (an increase of 85%). Most of
the connections are based on xDSL provided by the incumbent operator. Less than 1% of all
connections are provided by alternative operators, who provide broadband solutions through the
resale option of the incumbent operator. 1.6% of the connections are provided by the incumbent
operator through cable modems and leased lines.

There is a considerable difference in the penetration levels in this group of four leading countries and the
rest. The four leading countries also happen to be among the most populous in the region and this fact
leads to an average for the region that is reaching 3.16%. However, there are several countries that fall
far below this average. In Albania, there has been growth from 272 lines to 361, but even so, the
broadband penetration in practical terms is almost zero. In addition, Bosnia & Herzegovina, Montenegro,
Serbiall, Kosovo, and the former Yugoslav Republic of Macedonia have penetration?? of less than 1%.

Experience in the EU has demonstrated that broadband growth is largely a function of a good regulatory
environment. Member States that have been more successful with adapting their regulations, for example

in the area of local loop unbundling and bitstream access, can show higher growth rates than countries

with | ess appropriate regul ations. The foll owing quot
the ERG!3 makes the case:

The market data analysis and the country studies both lead to the conclusion that the following
hypothesis can explain the market development both in terms of competition and penetration /
growth of penetration:

His regulation =] competition|=} investment|=| penetration

Regulation leads to competition, which then incites investment, which in turn pushes
penetration.

A similar trend can be detected in South East Europe. It is probably not by coincidence that the four
countries that have been Aaccession countriesd for t
experience with t he EU®s regul atory framewor k, can demonstr
region.

|
é

11
12

The information on number of cable modems and FWA connections in Serbia is based on estimates.

This is based on the official broadband penetration figures. These do not include WIFI subscriptions under the SurfMacedonia
project, which is a project initially funded by USAID to provide broadband connections to public schools in the former Yugoslav
Republic of Macedonia.

13 Broadband market competition report, ERG document (05/23), May 26, 2005
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Because the regulatory situation in this region is much less harmonised between countries and
geographic units than is the case in the EU, it is necessary to investigate a broader range of topics in
order to understand to what extent the regulatory environment constitutes conditions that are attractive to
investors and thus likely to generate such development as explained in the ERG document. The basic
challenge in many cases is to bring the regulatory environment in line with the requirements laid down by
the EU framework.

A potential investor will typically ask questions such as:

1 Is the country stable? Is the legal system transparent and predictable? Is there legal certainty and
fair enforcement?

1  Have telecommunications tariffs been rebalanced, or must the investor assume significant price
changes ahead when making his business plans?

1  What are the market access conditions? Are there high fees and complex procedures in order to be
authorised to operate?

1  What competitive safeguards are in place, such as reference interconnection offers, carrier selection
and pre-selection, number portability, and reference unbundling offers?

1  Does the incumbent operator provide wholesale offerings that enable fast roll-out of nationwide
services without the need to make heavy up-front investments before a client base has been
established?

These questions are relevant for investments in all types of telecommunications services, but they are
particularly relevant for investments in broadband access networks. Because broadband access is
increasingly justified on the basis of #Atriple

service and TV reception in addition to Internet access, such access networks are also dependent upon
the regulations that apply to telephony networks and services. For example, where a broadband access
provider offers telephony services over his network, he will have to be authorised as a provider of public
telephone networks and services and all competitive safeguards that apply to telephony become relevant.

National regulatory authority

All countries and geographic units included in this report have now established regulatory authorities
through legal provisions aimed at ensuring their independence.

In Serbia, the Telecommunication Agency (RATEL) was established on May 23, 2005 with the
appointment of its Managing Board. The staffing of RATEL started in September 2005. By July 1, 2006
the staffing was not yet completed although the Executive Director and several heads of department had
been appointed, as well about 20 professional employees, most of them in the Frequency Spectrum
Department.

In the former Yugoslav Republic of Macedonia, the Agency for Electronic Communications formally
commenced operations on July 1, 2005, when the old Telecommunications Directorate ceased to exist.
Prior to that, the Agency had existed as a temporary arrangement.

As in every country, true independence of a regulator is not something that can be fully ensured through
legislation. National legal traditions and culture play important roles and independence is a quality that
must be earned over time and proven in testing situations.

Market access

In theory, all forms of networks and services have been fully liberalised in all countries and geographic
units included in this report, with only two exceptions:

1 In Albania, there are telephony licences defined for national operations (Class I) and rural operations
(Class 1), but no there is no licensing category for urban areas.

1 In Kosovo, the incumbent will maintain exclusive control over access to international gateway
facilities until December 31, 2007.

However, for reasons such as lack of appropriate secondary legislation for authorisation, extremely high
authorisation fees, or lack of a viable reference interconnection offering there are de facto barriers to
entry for fixed network operations (including broadband operations with voice traffic) in several countries:

pl ayo
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1  Authorisation frameworks in Montenegro and in Serbia do not define a one-off licence fee for the
provision of fixed telecommunications networks and services. The licences have to be awarded
following a public tender procedure with a minimum bid amount to be set by the government. In
Montenegro, the incumbent operator had paidaone-t i me | i cence fee of 0
is an annual fee of 0120,000 for an internat.

1 In the former Yugoslav Republic of Macedonia, the lack of tariff rebalancing has caused problems
with the interconnection prices to the extent that market entry has been delayed.

The EU framework requires that general authorisations without the need for prior approval shall be used
in all cases that do not require use of limited resources. Furthermore, the fees associated with such
authorisations shall not be higher than what is necessary to cover the administrative costs of the NRA.

Only Romania has fully implemented this framework so that it applies effectively to all providers of public
electronic communications networks and publicly available electronic communications services. The
former Yugoslav Republic of Macedonia has also implemented this framework in legislation, but its
practical implementation has been delayed, as explained above, because of tariff rebalancing problems.

The rest of the countries and geographic units still require individual licences (and payment of licence
fees) in order to operate public telephony networks and services. Nevertheless, Bulgaria is in the process
of adopting the 2003 acquis before becoming an EU Member State by year-end 2006 and Croatia has a
guite low Ilicensing fee (02,700).

SMP regulations and reference interconnection offer

In the period from November 1, 2005 to July 1, 2006 the following new SMP designations have taken
place:

1 In Albania, mobile operators have been designated after their previous designation had expired.
i In Bulgaria, one additional mobile operator has been designated.
i In Turkey, two additional mobile operators have been designated.

After these new designations, the status is that all countries and geographic units with one exception
have designated their incumbent operators as having significant market power for fixed telephony. In
Albania, the incumbent operator was designated as having SMP in 2004, but the designations were only
valid for one year. The process of market analysis and decision on SMP designation has not yet been
completed.

Mobile operators have also been designated as having significant market power in all countries and
territories except one. The exception here is the former Yugoslav Republic of Macedonia.

The analysis leading to SMP designation varies as some countries have implemented the 1998 acquis,
which has quite broad market definitions and automatic application of remedies following designation.
Only Romania and the former Yugoslav Republic of Macedonia have fully adopted the 2003 acquis,
which requires a more substantial market analysis for a set of rather narrowly defined markets and which
allows more flexibility in the application of remedies. Nevertheless, some of the other countries are being
more specific on the market definitions than required under the 1998 acquis. Turkey has in fact carried
out market analysis for the first 16 markets according to the European Commission Recommendation.
Croatia has adopted secondary legislation for market analysis according to the 2003 acquis, but has not
yet completed the analysis of any market according to this methodology. (See section 1V.D.3 for more
details).

One of the first requirements from a provider designated as having SMP in a fixed network is to publish a
reference interconnection offer, which is a key enabling factor for many types of competitive activities.

On July 1, 2006 such reference offers had been published in all countries and geographic units except
Albania, Serbia, and Kosovo.

In Kosovo, the incumbent has submitted a RIO to the NRA. It is still under consideration.

6 mi
onal
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Even though the RIOs exist, there had been no interconnection agreements on July 1, 2006 between
fixed operators in Bosnia & Herzegovinal4, Montenegro and the former Yugoslav Republic of
Macedonia®®.

In the period from November 1, 2005 to July 1, 2006 there has been growth in the new RIO agreements,
in particular in Bulgaria, Croatia, Romania and Turkey.

Carrier selection and pre-selection

In the period from November 1, 2005 to July 1, 2006 there has been some progress on carrier selection:

1 Bosnia & Herzegovina has established a target implementation date of October 1, 2006 for all
categories of calls for carrier selection and October 1, 2007 for all categories of calls for carrier pre-
selection.

1  Bulgaria took a decision to implement carrier selection and pre-selection for calls to mobile networks
on July 11, 2006. Carrier selection has been available in Bulgaria since June 2004, and carrier pre-
selection since January 2005, but only for long-distance and international calls.

1  Croatia, which had implemented carrier pre-selection for fixed networks prior to 2005, has now also
implemented carrier selection, which has been operational since July 1, 2006 for all categories of
calls.

Romania has implemented carrier pre-selection from June 2006 for all categories of calls.

Turkey has both carrier selection and pre-selection requirements for long distance and international
calls, but has suffered from technical delays. These have now been resolved and interconnection
agreements for carrier selection and pre-selection are now being processed.

Serbia has defined a carrier selection and pre-selection requirement in its primary law, but has not yet
started implementation or defined a target date for their introduction.

Montenegro launched a consultation on the introduction of carrier selection and pre-selection in
November 2006.

Albania and Kosovo have still not taken any decision to require carrier selection and pre-selection.

Number portability

There have been developments in Croatia in the period from November 1, 2005 to July 1, 2006 as
implementation work has been carried out for number portability in the mobile network. It was intended to
become operational on July 1, 2006 but has been subject to implementation delays1¢-

Serbia has defined a requirement in its primary law, but no implementation date has been set. Turkey has
number portability under study and there are plans to adopt a regulation by the end of 2006.

Albania, Bosnia & Herzegovina, and Montenegro have not yet decided on number portability or published
any planning information.
Local loop unbundling and reference unbundling offer

The previous report covering the period from January 1 to November 1, 2005, could state that there had
been significant progress on local loop unbundling. In the subsequent period, from November 1, 2005 to
July 1, 2006, the picture is more mixed and there have been a couple of setbacks:

1  Bosnia & Herzegovina now expects the RUO to become compulsory in 2008 rather than 2006.

1 In Bulgaria, the RUO became obligatory from the beginning of 2005. However, after 18 months there
are not yet any unbundled local loops in practice.

14" The first three interconnection agreements among the incumbent operatos (BH Telecom, Telekom Srpske) and alternative fixed

operators were signed in December 2006

The first interconnection agreement between the incumbent, MakTel, and the alternative fixed operator, On.Net, was signed on
November 15, 2006.

Number portability for mobile operators became operational from October 1, 2006.

15
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On the other hand:

1

In Romania, the RUO has already been in place since July 2004. In the period from December 31,
2005 to July 1, 2006 the number of unbundled local loops grew from 8,37317 to 45,346 lines.

In the former Yugoslav Republic of Macedonia the RUO was approved in April 2006.

In Turkey, the RUO has now been through a public consultation period and is expected to become
effective in the third quarter of 2006.

Albania, Montenegro, and Serbia have still not taken decisions on whether to require local loop
unbundling. Serbia, although there are commercially based wholesale solutions available, has a need to
introduce RUO regulations in order to be aligned with the EU framework.

Privatisation

Albania

In July 2004, Government decision 416 defined that 76% of Albtelecom shares would be sold, including
the mobile branch "Eagle Mobile". The tender for privatization of Albtelecom was conducted in mid-2005,

and was won by the Turkish Calik Enerji Telekomunikasyon and Turk Te |l e k o m

million. In October 2005, the parliament rejected the sale arguing that the process, which had been
carried out by the previous socialist government was flawed. However, in September 2006 the
government announced that it might renegotiate the terms of privatisation with the Turkish consortium. If
negotiations fail, a new tender will be announced.

Bosnia and Herzegovina

I n

consortium f

December 2006, Serbiads incumbent, Telekom Srbija,
controled 65% of the Republika Srpskads incumbent o
Telekom Srpske operates in the three telecommunications sectors: fixed telephony, mobile telephony and
as an Internet provider.

The former Yugoslav Republic of Macedonia

The former Yugoslav Republic of Macedonia has reduced its share in the incumbent operator Maktel from
47% to 37%.

Other important developments

In this section we present a short summary of the other important developments that have taken place in
the period since the previous report, i.e. between November 1, 2005 and July 1, 2006:

1

Institutional developments - Croatia has completed a co-operation agreement between the NRA for
electronic communications and the competition authority.

Fixed Wireless Access (FWA) developments i There has been significant increase in licences
granted in Bulgaria, Croatia and Romania.

Additional cable TV operators have been authorised in Albania, Bosnia & Herzegovina, Bulgaria and
Romania.

There has been growth in fixed network operators in Croatia and Romania as well as the former
Yugoslav Republic of Macedonia.

Turkey has adopted a new regulation on the funding of Universal Service.
Turkey has also adopted a new regulation on rights of way for network operators.

Growth in number allocations for alternative operators suggests growth in particular for Bulgaria,
Croatia and Romania.

17 An observant reader may note that the number of unbundled local loops in Romania is higher than the number of broadband
XDSL connections provided by alternative operators through local loop unbundling. The explanation is that there are some
unbundled local loops that are used for xDSL at speeds that are under the threshold to be characterised as broadband.

peratc
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1  Several countries have reported improvements in quality of service, such as Albania, Bosnia &
Herzegovina, Bulgaria, Croatia and Romania. Turkey has reported unusually high unsuccessful call
rate for international traffic.

GENERAL OVERVIEW
The report contains many indicators reflecting the state of development of the national
telecommunications markets, which are presented in this chapter.

The information collected suggests that there are great differences among the individual countries in
terms of relative size, per capita, penetration, pricing, regulatory regime and data availability.

Introduction and general background information

Currencies, exchange rates and value added tax

All prices and values that are shown in this report and relating to 2005 have been converted to euro using
the average exchange rate for 2005 as presented in Table 4 below. The average exchange rate for 2004
is used in some tables that present information relating to 2004. Value added tax has been included in
consumer related prices, such as residential tariffs. Value added tax has not been included in business
tariffs.

Country Currency Average Average |Exchange rate| Value
exchange exchange |as of 30.6.2006| added
rate for year | rate for year tax
2004 2005
Albania Albanian lek 127.6700 124.1800 1232700 20%
Bosnia & Herzegovina Bosnian mark 1.9560 1.9560 1.9560 1%
Bulgaria Bulgarian lev 1.9558 1.9558 1.9558 20%
Croatia Croatian kuna 76712 74000 72443 22%
Montenegro euro 1.0000 1.0000 1.0000 17%
Romania New Romanian lei 40532 36234 3.5686 19%
Serbia, including Kosovo!
Serbia Serbian dinar 725820 829074 849995 18%
Kosovo euro 1.0000 1.0000 1.0000 15%
The former Yugoslav Republic of Macedonia Macedonian denar 61.3377 61.2958 61.1919 18%
Turkey New Turkish lira 1.7673 1.6700 20170 18%
1) under UNSCR 1244
Table 11 - Basic currency and exchange rate information
Notes:

The information has been provided by the NRAs, which have consulted their national banks, ministries of finance and or

national statistical offices.

Montenegro and Kosovo use the euro as their official currency.

In order to obtain a clearer understanding of the national price levels it is useful to adjust prices with
purchasing power parity indices (PPP). Such indexes aim to establish the exchange rate that will permit a
euro in a reference country to have an equivalent purchasing power in another country.

Because different countries have different currencies with different exchange rates, the PPPs cannot be
directly compared. In order to have a common yardstick, we can construct price level indices (PLI) by
dividing the PPP by the nominal exchange rate. A price level index of 50 means that the average price
level is 50% of the price level in the reference country. Conversely, in that case a euro will have a
purchasing power that is twice what it is in the reference country.

PPPs for many European countries are calculated in the European Comparison Programme, which is
managed and co-ordinated by Eurostat. Data collection under this programme is continuous, but cyclical,
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with each cycle or round of surveys taking five years to complete. Annual comparisons are made by
firollingo data collected in one year over to subseque

The West Balkan Countries (WBC) are not part of the European Comparison Programme, but a pilot
project is now ongoing to develop PPPs based on the same methodology. It is funded primarily by
Eurostat and the regional CARDS programme and the task is managed by the Statistical Office of the
Republic of Slovenia with technical guidance from the OECD.

The WBC programme published its first results in July 200518 when two partial indicators were presented
for:

1  food, beverages and tobacco (referred to in subsequent charts as partial PPP-1; and
1  clothing and footwear (partial PPP-2).
The information for these indicators was collected in the autumn of 2003.

The WBC indicators were presented together with comparable information from selected EU and South
East European countries. Thus, these indicators were available for all the countries covered by this
report. These partial indicators were used in the previous report!® in order to have a better understanding
of the national retail prices.

However, Eurostat warns that care should be taken when drawing conclusions from PPP comparisons.
This warning is even more appropriate when making comparisons based on partial PPP indicators that
are two years old.

Eurostat has now made PPP available for five countries representing 2005 values. The five countries are
Bulgaria, Croatia, Romania, the former Yugoslav Republic of Macedonia, and Turkey. Therefore, these
values are used in this report even though it means that these price comparisons can only be made for
five countries.

Figure 1 - Price level indices below presents the PPP information20 in the form of price level indices.

18 Eurostat: Statistics in Focus, Economy and finance, 30/2005
19 Report 27 Country comparative report, May 22, 2006.

20 | Report 2, price comparisons were made for all countries and geographic units using partial PPP, because they were the only
indicators available at the time. The partial PPPs had been calculated on the basis of data from 2003 for the food, beverage and
tobacco sector and for clothing and footwear sector. The full PPPs that are now available for the five countries are lower than
the partial PPPs. Thus, when converting nominal euros to PPP euros, the prices will appear more expensive in this report than
they where with partial PPP conversion in Report 2.
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Price level indices
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Figure 1 - Price level indices

Population and households

This table provides basic information on population and households. It is based on data received from the
national authorities and should therefore be the most reliable information available for the end of 2006.
However, a word of warning may be appropriate. For many countries, the information is based on a
census that may be some years old. This is particularly true for the number of households. In addition,
population figures may be based on an old census with growth projections to provide an estimate for later
periods. For many countries, this projection has not been updated for 2006 and the projection for 2005 is
used instead. This projection is also used to represent the mid-year 2006 population.

For some of the Balkan territories there is a significant problem with refugees that creates uncertainty
about the population count.
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Country Inhabitants year | Inhabitants year | Percentage of Households
end 2005 end 2006 EU population | year end 2005
as of year end
2006
Albania 3,149,147 3,162,506 0.69 745,890
Bosnia & Herzegovina 3,871,000 3,871,000 0.84 1,200,790
Bulgaria 7,718,750 7,718,750 1.68 2,921,887
Croatia 4,442,000 4,442,000 0.97 1,477,344
Montenegro 625,000 627,000 0.14 191,047
Romania 21,623,849 21,623,849 4.70 7,320,202

Serbia, including Kosovo!

Serbia 7,498,001 7,498,001 1.63 2,521,190

Kosovo 1,965,000 1,965,000 0.43 311,100
The former Yugoslav Republic of Macedonia 2,035,000 2,035,000 0.44 567,785
Turkey 72,520,000 72,974,000 15.87 17,487,336
SEE 125,447,747 125,917,106 27.38 34,744,571
EU25 456,448,500 459,938,443

/1) under UNSCR 1244

Table 127 Population

Notes:

The national information has been provided by the NRAs on the basis of information from the national statistical
organisations.

Albania: Data are estimations from INSTAT, based on 2001 census. Number of households is derived by dividing the
projected population for 2006, with the average number of people per household in 2001.

Bosnia & Herzegovina: Inhabitants end 2005 is used as best estimate of inhabitants end 2006

Bulgaria: Inhabitants end 2005 is used as the best estimate of inhabitants at the end of 2006. Number of households based
on the most recent data available from 2001.

Croatia: Inhabitants end 2005 is used as the best estimate of inhabitants at the end of 2006.

Montenegro: Most recent information is for 31.12.2003 i population is 620,145, households are 191,047. 2005 and 2006
data are projections.

Romania: The latest census of population and dwellings was made in March, 2002. After that date, estimates have been
developed. The information on households is from the census. Inhabitants end 2005 is used as the best estimate of
inhabitants at the end of 2006.

Serbia: Inhabitants end 2005 is used as the best estimate of inhabitants at the end of 2006.

Kosovo: Inhabitants end 2005 is used as the best estimate of inhabitants at the end of 2006.

The former Yugoslav Republic of Macedonia: The number of inhabitants and households is the same as the one given for
2004, from the official report of the State Statistic Authority of the Republic of Macedonia.

Turkey: The number of households is a projection based on the census of 2000.

The EU popul ation has been onpaojedionddtabasen Eur ost at 6s popul at i
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National economy

The countries and geographic units in this report belong to the least developed regions in Europe.
However, they are demonstrating strong economic growth with an average growth rate of 12% from 2004
to 2005, measured in nominal euros.

In terms of GDP per capita in 2005, Croatia is in a category by itself with an average that is almost twice
that of Turkey, which is in second place on this |ist
the other countries r ange between 01,266 and 04, 023.

Romania is shown with the strongest national growth rate in the region with 35% from 2004 to 2005.
However, this is a result that has been strongly influenced by changes in the currency exchange rate.
Measured in the national currency, RON, the growth rate is still impressive with 17%.

On the other hand, in absolute terms, the Turkish economy outweighs all the others by far. The Turkish
GDP, with 291 billion euro in 2005 is more than twice all the other countries and geographic units
combined. The information is expressed in nominal euro.

NB. A note of caution on the reliability of national GDP figures for this region. In many cases, there are
several sources of GDP estimates that can vary substantially. In addition, the GDP estimates from
the same source may be revised. In this report, we have used the most recent estimates as
explained in the notes below. However, this means that the estimate for GDP in 2005 may not
always be the same as the estimate made 9 months ago and reflected in the previous report (Report
2) in this series.

GDP per capita in nominal euro

8,000

7,000

6,000

5,000

4,000

Nominal euro

3,000

2,000 A

1,000 -+

@2004( 1,954 1,739 2,504 6,079 2,378 2,718 2,408 939 2,125 3,993
02005 2,140 1,832 2,779 6,972 2,627 3,665 2,730 1,266 2,127 4,023

Figure 21 GDP per capita in nominal euro for 2004 and 2005
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Country GDP Nominal euro (billion) Per capita nominal euro
GDP 2005 GDP 2006 GDP 2005 GDP 2006

Albania 6.739 7.299 2140 2308
Bosnia & Herzegovina 7.277 7.587 1832 1960
Bulgaria 21.448 22.960 2779 2975
Croatia 30.950 32.370 6972 7287
Montenegro 1.580 1.709 2627 2726
Romania 79.258 93.042 3665 4303
Serbia, including Kosovo*

Serbia 20.468 na 2730 na

Kosovo 2.488 2.563 1266 1304
The former Yugoslav Republic of Macedonia 4.327 na 2127 2130
Turkey 291.738 na 4023 na
SEE 466.273 3717
EU25 10,409.05 22,703

1) under UNSCR 1244

Table 13 - GDP in the territories and EU expressed in billion nominal euro for 2005 and estimate for 2006

Notes:

The information has been provided by the NRAs in most cases. Specifically, the sources are:

Albania: GDP 2006; estimate by Ministry of Finance
Bosnia & Herzegovina: "Staff Report”, International Monetary Fund, 2005. An estimate by the Central Bank of Boshia &
Herzegovina provides an estimate for 2005 that is 6.3% higher.
Bulgaria: GDP 2005= Source: National Statistical Institute, www.nsi.bg. GDP 2006= Forecast data of the Agency for
Economic Analysis and Forecasting, http://www.aeaf.minfin.bg/,
http://www.aeaf.minfin.bg/cms/docs/bg/ops/m_economy/budget2006_sept.pdf
Croatia: The estimates for 2005 are made by the Central Bureau of Statistics in Zagreb. The estimate for 2006 represents a
growth estimate of 4-6% presented by IMF in September 2006.
Montenegro: Bulletin of Central Bank of Montenegro, June 2006 (www.cb-cg.org)
Romania: GDP 2005: estimate by the National Institute of Statistics. 2006: forecast by the National Commission for

Prognosis.

Serbia: 2005: Information from the National Bank of Serbia. 2006 estimate is based on an extension of an estimate for the
first quarter of 2006. This projects a small decrease of 1% in GDP from 2005 to 2006 in local currency. Most of the
difference shown in the figures in this report are due to exchange rate differences.
Kosovo: 2005: Data from the annual report of the Main Bank of Pristina published in May 2006. Another estimate supplied
by Kosovo Chamber of Commerce (KCC) is 3.5% lower. 2006: Estimate based on International Monetary Fund (IMF)
projections that there would be a 3% increase in GDP. (source Kosovo Chamber of Commerce)
The former Yugoslav Republic of Macedonia: The value of GDP and GDP per Capita is the same as the one given for 2004,
from the official report of the State Statistic Authority of the Republic of Macedonia
Turkey: 2005: Turkstat. 2006: will be officially announced by the Turkish Statistical Institution (Turkstat) by the end of the 1%

quarter 2007.
The EU25 GDP value

Telecommunications market

has been taken

from Eurostatds

database for

The table below shows the estimated size of the telecommunications markets in 2005. Information on the
Internet market and the market for data and leased lines is not available for all geographic units. The size
of the market is therefore somewhat underestimated for these units. Not all of the geographic units have
Cable TV operators and, in some cases, Cable TV operators exist but have not reported their revenues.

Turkey has by far the largest telecommunications market and represents about half of the total market

present ed i n this
the total EU market.

At the other end
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21 The numbers for Kosovo are based primarily on a report of fixed telephony revenue. The mobile revenue is an estimate, which
also includes revenues from non-licensed operators.

bil i

mar k e


http://www.nsi.bg/
http://www.aeaf.minfin.bg/
http://www.aeaf.minfin.bg/cms/docs/bg/ops/m_economy/budget2006_sept.pdf

Report 3 - Country Comparative Report i March 2007

Country Market estimate 2005 GDP 2005 Percent of GDP
Million euro Billion euro

Albania 417 6.74 6.18
Bosnia & Herzegovina 550 7.28 7.55
Bulgaria 1,403 21.45 6.54
Croatia 1,758 30.95 5.68
Montenegro 184 1.58 11.67
Romania 3,000 79.26 3.79
Serbia, including Kosovo®

Serbia 927 20.47 4.53

Kosovo 169 2.49 6.79
The former Yugoslav Republic of Macedonia 337 4.33 7.78
Turkey 10,453 291.74 3.58
SEE 19,198 466.27 4.12
EU25 273,000 10,409.05 2.62

1) under UNSCR 1244

Table 14 - Market value overview

Notes:

Albania: The information is based on the present method of collecting statistical data from the Public Telecommunications
Operators. Revenue for fixed incumbent includes the revenue from its internet service provision. Other private ISPs use
fixed lines for Internet services, but their revenues are not reported. There are also private Cable TV operators with revenue
that has not been reported

Bosnia & Herzegovina: In 2005, the first phase of Price and Tariffs Rebalancing was implemented and Income from
international calls was considerably reduced and this led to a shrinkage of 56 million euro in the telecommunications market
for 2005. Information provided by the incumbent operators.

Bul garia: The revenue from fixed Internet
leased lines, satellite and wireline radio and telex.

Croatia: Fixed data includes only revenues from I T technology
from leased lines, data networks, etc.

Montenegro: Source: Annual report of the Agency for telecommunication of the Republic of Montenegro for 2005.

Romania: The information is based on estimates by the NRA.

The former Yugoslav Republic of Macedonia: The market value estimate for the full year of 2005 is based upon market

statistics for the 2™ half of 2005. The regulation which obliges operators and service providers to report technical and

financial data to the Agency for Electronic Communications was adopted on the 7th of July 2005 and there is no legal basis

to obtain data prior to this date.

Turkey: Internet and leased lines revenues have been reported as fixed data revenue.

The EU25 estimate of market value is taken from the 11" Implementation Report of the European Commission, which is the
implementation report that provides market data for 2005.

aex®sisndlsudencrl aiderdu a
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Telecommunications markets

Figure 31 Relative size of the telecommunications markets

See notes under Table 8 above.

In Figure 4 below, the total telecommunications market is broken down into five categories:

f
f
f
f
f

fixed telephony services;

mobile services;

fixed data services (including Internet services);
cable TV services;

other services (for example satellite services).

The information is derived from the existing national procedures for collecting information from the
operators. These procedures have not been co-ordinated among all the countries and geographic units in
order to produce comparable information according to a common specification. The information presented
in this report should therefore be seen as indicative rather than providing the definitive picture.

Page 29
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Figure 4 - Market value breakdown
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Telecommunications market development
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Figure 517 Telecommunications market development
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Annual spending per capita in 2005
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Figure 6 1 Telecommunications markets per capita in nominal euro

Development of per capita spending
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Figure 71 Development of per capita spending
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Furthermore, it is meaningful to examine the total telecommunications markets measured in relation to
the national GDP. This indicator is presented in the figure below.

Telecommunications market in percent of GDP - 2004-2005
14.00
12.00 ——
10.00 —
‘8’ 8.00 __!_ ]
[&] —l—
o 6.00 - 1 -
- 4.00 IL jL?E—iEISEEaverage
200 L - - - - - - — p— — — — m EU25 average
0.00
AL | BA |BG | HR | RO | xM | xs | xk | Mk | TR |SEE| EY
10 25
02004 |6.04|9.01 (6.59(5.83(4.06|11.5|3.53|9.76 |7.66 | 3.48| 4.13| 2.57
02005|6.18|7.55(6.54|5.68|3.79|11.6 |4.53|6.79|7.78|3.58| 4.12 | 2.62
NB: For MK the values shown for 2005 are an estimate based on the 2nd half of 2005

Figure 81 Telecommunications market in percent of GDP in 2004 and 2005

Notes:
The GDP value for the EU has been provided by Eurostat.
The market value for the EU25 in 2005 is from the 11" Implementation Report by the European Commission.

It will be seen that the average spending on telecommunications in the SEE countries of around 4% of
GDP is significantly higher than in the EU, where the average is around 2.6% when cable TV revenues
are included. This is of course a reflection of the fact that the SEE countries have a lower GDP per capita
than the EU 25. However, it is also indicative of the important role of the telecommunications sector in
these countries, which should provide a platform for further growth of the national economies. Increased
growth in GDP should lead to the telecommunications markets representing a lower percentage of GDP.

The National Regulatory Authority
The information in this chapter is intended to reflect the situation as it existed on July 1, 2006.

The establishment of an independent regulator is a cornerstone of the EU regulations for
telecommunications. The basic requirement is set out in the Framework Directive?3, which requires
certain regulatory tasks, such as the granting of individual authorisations, to be carried out by bodies that
are legally distinct and functionally independent from activities that are associated with ownership or
control of services and networks.

This requirement does not rule out that regulatory tasks may be shared among two or more regulatory
bodies, as long as the sharing arrangement is clearly defined and published. Neither is there any direct
provision against declaring a ministry as having certain regulatory powers. However, it is common
practice across the EU to establish a regulatory authority that is also independent of the ministry. The
reasons for this are:

1 to create some distance between policy creation and policy execution. The ministry is responsible
for policy and primary legislation. The NRA is responsible for the day-to-day functioning of the law.
The ministry can provide guidance and set objectives, but normally, cannot instruct the NRA in any
specific case. It is also normal that the ministry retains the powers to enter into agreements with
international organisations that have the character of international treaties. However, that does not

23 2002/21/EC - Framework Directive Article 3
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exclude participation by the NRA in international organisations, and there are special international
organisations created for the NRAs;

to reduce the likelihood of regulatory decisions being made on the basis of political favours;

to increase confidence among market participants of a level playing field by insulating the regulatory
body against political changes. Changes should be made through the legal system rather than by
new political appointments;

1 that the Ministry is often involved with the ownership of the incumbent operator. There is no
requirement in the EU framework that Member States must privatise. Indeed, the requirement for the
NRA to be legally distinct and functionally independent from activities associated with ownership is
set out in recognition of the fact that such ownership is legitimate. On the other hand, where the
State no longer has ownership of any operator, there is no need to investigate whether the
necessary independence has been established.

This section first investigates the involvement of the states in ownership of telecommunications operators.
It then presents information on the key factors that must be considered in the context of NRA
independence.

State ownership

The next table presents information about the states
operators. Further information about the structure of ownership of incumbent operators and major mobile
operators is presented below in Table 15.

The table shows that almost all countries and geographic units have some state involvement in
ownership. Montenegro has been the first country in the region, where the privatisation process of the
incumbent operator was completed on April 1, 2005 by selling the 51.12% share owned by the State to
Magyar Telecom. Bulgaria completed its privatisation process, but retained a golden share that permits
the government to veto decisions by the board of the incumbent operator.

In Croatia, Romania, the former Yugoslav Republic of Macedonia, and Turkey the state only holds a
minority share as the control in the incumbent telecom operators was taken over by strategic partner.
Privatisation process has been ongoing in the Republika Srpska of Bosnia & Herzegovina and in Serbia.
Further steps in privatisation of the incumbent telecom operator and the state-owned broadcasting
transmission company are envisaged in Romania.

Country Ownersh ip by State
Name of operator Percentage ownership by Which government unit is
the State responsible for ownership
functions
Albania 1 Albtelecom sh.a (with 1 100% Ministry of Economy, Trade
Eagle Mobile) and Energy
1 AMC sh.a. 17 12.6%
Bosnia & Herzegovina 1 BHTelecomd.d. Sarajevo | 1 90% Entity governments (in
1  Telekom Srpske a.d. Federation and in Republika
Banja Luka* (until 1 65% Srpska)
December 2006)
1  Hrvatske 1 62.76%
Telekomunikacije d.o.o.
Mostar
Bulgaria Bulgarian Telecommunications | Golden share Ministry of Transport
Company
Croatia HT- Hrvatske 42% Government unit responsible
Telekomunikacije d.d. for ownership functions is not
(Croatian Telecom Inc.) defined.
Montenegro Telecom Montenegro Inc. 0%
Romania 1 S.C. RomTelecom S.A. 1 45.99% Ministry of Communications
1  National and Information Technology
Radiocommunications Co. | 1T  100% (MCTI)
(Radiocom)
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Country Ownersh ip by State
Name of operator Percentage ownership by Which government unit is
the State responsible for ownership
functions
Serbia (including
Kosovol)
Serbia 1  Telekom Srbija 1  80% (through the 100% Ministry of Capital investment
state-owned Public
Enterprise of PTT
Serbia)
1 Mobi63** (until August 1 70% (through the 100%
2006) state-owned Public
q Enterprise of PTT
Serbia)
Kosovo PTK (The Post and 100% UNMIK (through Kosovo
Telecommunications Trust Agency)
Enterprise of Kosovo)
The former Yugoslav A.D. Makedonski 36.81% plus one golden Ministry of Finance
Republic of Macedonia | Telekomunikacii share
Turkey 1 Turk Telekom 1  45% plus one golden The Treasury, but the Ministry
share of Transportation is
1 Avea Kletickin9f 18% through Turk responsible for operational
A.k. (former Telekom activities of Turk Telekom
GSM Operator)
1) under UNSCR 1244
Table 1571 State ownership
Notes:
Albania: The tender for privatization of Albtelecom was conducted in mid-2005, and was won by the Turkish Calik Enerji
Telekomuni kasyon and Turk Telekom consort i unnrejéctedthesdeaduingi | | i on.

that the process, which had been carried out by the previous socialist government was flawed. However, in September 2006

the government announced that it might renegotiate the terms of privatisation with the Turkish consortium. If negotiations

fail, a new tender will be announced. In addition, a group of Albanian businessmen have promised that they will offer a bid of

200 million euros to the Government if the agreement with the Turkish company is cancelled.

Bosnia & Herzegovina: * |1 n December 2006, Serbiads incumbent, Telekom Srt
stateecontrol l ed 65% of the Republika Srpskadés incumbent operator
Croatia: The Act on Privatization of Hrvatske Telekomunikacije d.d. (Official Gazette no. 65/99) and the Act on Amendments

to the Act on Privatization of Hrvatske Telekomunikacije d.d. (Official Gazette no. 68/01) provide for the further procedure of

privatization of T-HT, whereby the government will offer at least 20% of T-HT shares to public bidding. In addition to its

ownership in the incumbent operator, the Croatian state also owns 100% share in three other companies that are engaged

in telecommunications:

1 HEP T Hrvatska elektroprivreda d.d. (Croatian Power Utility, Inc.) i Network services.

T HG Hrvtaske geljeznice d. dNetworksewiees.i an Rai |l ways, Il nc.)

1 OIVi Odasiljaci i veze d.o.0. i Transmitters&Communications Ltd.

Montenegro: On April 1, 2005 the State sold its ownership (51.12%) in Telecom Montenegro to Magyar Telecom

Romania: MCTI is planning to float the shares held by the Romanian state on the stock exchange in 2007.

Serbia: **In August 2006 the Norwegian company Telenor completed acquisition of the Serbian mobile operator Mobi63

(now Telenor Serbia), following an auctonhel d on July 31, 2006, for a total amount o

NRA independence

After having established a regulatory authority as a separate legal entity, it is important to guarantee its
independence by ensuring effective structural separation of regulatory functions from activities associated
with ownership or control of undertakings providing electronic communications networks or services.

Table 16 below presents the NRAs own assessment of its independence and provides some of the main
criteria that are normally used as indicators of independence.

In addition to structural separation of the NRAs, several other factors are important when considering its
independence:
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Appointment of the NRA management - The appointments are normally made for a specific term of
office with some protection against arbitrary dismissal. The appointments are made either by
Parliament or by the Council of Ministers. A parliamentary appointment is normally seen to provide a
higher level of independence, because there is better protection against political replacements.
Nevertheless, it has been observed in the region that there have been examples of changes in NRA
management following elections.

Dismissal - The rules of dismissal are also important. Normally, the appointed decision makers stay
in office for a defined period of time, typically five or six years, and can only be dismissed in this
period under a limited set of well defined circumstances. It is also normal that a dismissal must be
performed by the same body that made the appointment. The rules for appointment and dismissal
are found in Table 16.

Resources T The NRA must be properly resourced so that it can carry out its tasks. This is
addressed below in Table 17.

Financing 1 It is important that the NRA does not depend on political favours for its financial integrity.
This is addressed below in Table 18.

Powers i Independence may be illusory unless the NRA has the necessary powers to carry out its
tasks. This is addressed below in Table 19.

Appeals i Independence is also related to appeal procedures. If appeals go to a ministry that is also
an owner of a telecommunications operator, the independence may be illusory. This is addressed
below in Table 20.

Country Separation of regulatory functions
Is there a separate in dependent If yes, how is independence assured?
NRA?
Albania Yes. The independence of TRE is assured by the Law on

Telecommunications Regulations Telecommunications, No. 8618 of June 14, 2000.
Entity (TRE) 1  Status as an independent legal entity

1 Board proposed by Government and approved by
Parliament for 5 years term of office. Board members
cannot be nominated for more than two additional terms

1  Board members can only be dismissed by Parliament for
reasons defined by law

1  Board members are not allowed to own
telecommunications operators

1  Self-financed, budget approval by Council of Ministers
(see note)

1  Excess revenue goes to state budget

Bosnia & Yes. RAK Council is nominated by government and approved by
Herzegovina Communications Regulatory Parliament. Only Parliament can dismiss the Council.
Agency (RAK) General Director is nominated by Council of RAK and

approved by Council of Ministers, for a four-year period.
Council of Ministers has exclusive right to dismiss General
Director under defined conditions.

Bulgaria Yes. The independence of CRC as NRA is ensured by the
Communications Regulation Telecommunications Act i Articles 19, 20, 22, 23, 27-29, 31,
Commission (CRC) 33, 38.

1  Separate legal entity
T  Members of the CRC:

1  Chairman appointed and dismissed by Council of
Ministers

1  Deputy chairman and two members appointed and
dismissed by National Assembly

1 One member appointed and dismissed by the
President of Bulgaria
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Country Separation of regulatory functions
Is there a separate in dependent If yes, how is independence assured?
NRA?
Croatia Yes. Independence is assured by the Law on Telecommunications.
Croatian Telecommunications According to Article 8, HAT is autonomous, non-profit, and
Agency (HAT) independent.
The HAT Council:
1  Appointment by Parliament
9 Dismissal can only be decided by Parliament under
certain pre-defined circumstances
Montenegro Yes. Defined by the provisions of the Telecommunications Law
Agency for Telecommunications 1  Appointment by the government (proposal by Council of
and postal services of the Ministers, confirmation by National Assembly)
Republic of Montenegro f  Dismissal by Government (proposal by Council of
Ministers, confirmation by National Assembly) only under
circumstances defined by the Law
1 Conflict of interest forbidden by law
1  Self-financed
1  Empowered to adopt regulations without government
approval
Romania Yes. ANRC ANRC independence is assured by the Government
Emergency Ordinance No. 79/2002 on the general regulatory
framework for communications, approved with amendments
and completions by Law No. 591/2002, with the subsequent
amendments and completions, as follows:
1  The ANRC President and vice-president are appointed
by the Prime Minister for a five year term
1  The president and the vice-president may be revoked by
the Prime Minister for violation of the provisions of the
Emergency Ordinance or for criminal conviction by a
definitive court decision
1 ANRC is self-financed (does not rely on the State
budget)
1  Transparency and impartiality obligations in the exercise
of the ANRC powers
1  Staff not allowed to hold shares or board positions in
telecom companies
1  Appeals against NRA decisions to the Court of Appeals
Serbia (including
Kosovol)
Serbia Yes. The independence of RATEL is assured by the
Repub”c Telecommunications Telecommunications LaW, inter a”a, thrOUgh:
Agency (RATEL) 9  Status of independent legal entity

1 Members of Managing Board are appointed and
dismissed by the Parliament upon recommendation of
the government

1  Self-financing
1  Conflict of interest forbidden by the Law
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Country Separation of regulatory functions
Is there a separate in dependent If yes, how is independence assured?
NRA?
Kosovo Yes. Defined by the provisions of the Telecommunications Law
Telecommunications Regulatory (UNMIK/REG 2003/16)
Authority (TRA) 1  Status of independent legal entity (Law on

Telecommunication, section 4-1)

1  Self financing

1  Appointment by the Assembly upon recommendation by
the Minister of the Transport and Telecommunications

T A boardds member t er mfiveyead
from the date of the Membe
of terms a member may serve is limited to two,

1  Upon a two-third vote of the members, the Board shall
remove a Member on the ground of professional
incompetence, misconduct or a conflict of interest,

1  Authorized to issue regulations and instruction for the
implementation of the present Law

The former Yugoslav | Yes. 1  NRA Commission to be approved by the Parliament for a
Republic of Agency for Electronic five-year term. It can only be dismissed by Parliament on
Macedonia Communications the basis of conditions defined by law

1  Director of the Agency is selected by the Commission on
the basis of a public tender for a five-year term. The
Director can be dismissed by the Commission on the
basis of conditions defined by law

Turkey Yes. 1 The TA s an independent legal entity
Telecommunications Authority 1  Board members are appointed by the Council of
(TA) Ministers, with the approval of the President of the
Republic, for a period of five years and may be re-
elected

1  Board members can only be dismissed before the
expiration of a term by the Council of Ministers for
inability to work due to serious disease or illness,
professional misconduct or conviction of criminal
offences

1  Self-financed

1) under UNSCR 1244

Table 16 - NRA separation from ownership of telecommunications operators

Notes:
Al bani a: Law no. 9584 of July 17, 2006 on fAsalaries, honorarie
other independentinstitut i ons created by | awdo. According to the new | aw, ¢t}

defined in the annual budget law adopted by the parliament. Previously such organizations were self-financing and their
budgets and structures were simply approved by the government. This may have some negative impact on the
independence of the NRA.

Romania: On December 29, 2006 National Authority for Communications Regulation (ANRC) was transformed into the
National Regulatory Authority for Communications and Information Technology (ANRCTI) by the Government Emergency
Ordinance No. 134/2006.

NRA staffing

Table 17 below presents the number of employees at the beginning of 2005 and 2006 as well as the
status on July 1, 2006. Many of the NRAs are rather large organisations that require a certain amount of
administrative overhead. Furthermore, the NRAs often have staff that work on equipment approvals or
inspection duties. Therefore, the table also presents the number of employees that are engaged in key
regulatory tasks as set out by the EU regulatory framework. These are professional employees, typically
lawyers and economists, responsible for

1  frequency licensing;
1  number management;

1  market analysis;
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reference interconnection offers;
reference unbundling offers;
1  competitive safeguards, including:
1  significant market power obligations;
9  carrier selection and pre-selection;
1  number portability;
1  cost accounting;
1  price regulation;
1  universal service;
1  dispute resolution in commercial disputes;
I  consumer complaints.

However, it is difficult to make a judgment of what is a reasonable or adequate level of staffing. There are
many individual, as well as national, characteristics that enter into such an evaluation. Another important

factor that affects staffing of the NRAs is to what extent the NRAs are using external consultants.

Country Employees of NRAs on: Employees Employees
handling handling radio
telecoms frequency

regulatory tasks monitoring tasks
on: on:
1.1.2005 Status 1.1.2006 Status 1.7.2006 1.7.2006 1.7.2006

Albania 36 39 39 18 3
Bosnia & 86 86 89 9 16
Herzegovina
Bulgaria 217 219 203 76 35
Croatia 66 80 78 35 16
Montenegro 29 37 37 17 22
Romania 194 200 219 57 0-see note
Serbia (including
Kosovol)

Serbia NRA not yet 15 54 21 8

established

Kosovo 20 30 31 3
The former 94 95 95 12
Yugoslav
Republic of
Macedonia
Turkey 454 451 536 102 22

1) under UNSCR 1244

Table 17 - Employees of NRAs and employees directly handling telecommunications regulatory tasks

Note:

Albania: Until July 1, 2006 the employees handling radio frequency monitoring tasks were included in the number of
employees handling telecommunications regulatory tasks.
Bosnia & Herzegovina: Frequency monitoring tasks are handled by 11 employees in the frequency spectrum department
and 5 employees in the monitoring department.
Bulgaria: The number of CRC staff decreased compared to the previous period due to reductions in the state administration
of Bulgaria. Concerning the upcoming responsibilities of CRC related to the EU 2003 framework implementation, from July
1, 2006, the CRC staff was increased by 10 vacancies: 2 for the legal directorate and 8 for the market regulation directorate.
Croatia: Regulatory tasks are handled by 18 regulatory experts and 17 employees dealing with frequency licensing with
spectrum management topics (different from frequency monitoring tasks).
Montenegro: The number of employees handling telecommunications regulatory tasks does not include technical and
support staff. In addition, it does not include personnel on a one-year work trial.
Romania: The ANRC does not deal with the spectrum tasks. This is the responsibility of IGCTI, an autonomous authority
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with distinct legal personality in the field of radio communications and information technology, directly subordinated to the
Romanian Government, wholly financed by own resources.

Serbia: The number of employees handling telecommunications regulatory tasks does not include support and technical
staff (secretaries, accounting, etc).

Table 18 below presents information on the operational budgets of the NRAs for 2005 and 2006 in
thousands of euro as well as the sources of revenue.

The EU regulatory framework assumes that the NRAs will be self-financing and that their fees only cover
their administrative costs, except when allocating limited resources. The EU regulatory framework also
requires that general authorisations be used for all activities except those that depend on limited
resources. Because general authorisations represent a simple and inexpensive task, it follows that the
corresponding authorisation fees (or notification fees) must be modest. Where authorisation fees
represent a significant part of the revenues, it could be an indication of a situation where the fees are at a
level that represents a barrier to market entry.

The term fiauthorisation feesod is used as to des
individual licences. The countries that rely on authorisations fees for a significant part of their revenue are
in particular Bosnia & Herzegovina and Bulgaria.

A financing approach more in line with the EU regulatory framework is to rely mainly on revenue related
fees.

C

Country Operational Source of financing of 2006 budget Operatio nal budget for 2006 in
budget for 2005 in thousand euro
thousand euro

Albania 2,029 Revenues from the previous years: 1,934
44.4%.

Revenues during the year 2005:
55.6%, of which:

1  Authorisation fees: 30.8%
Frequency fees: 68.8%
Numbering fees: 0.2%
Others: 0.2%

Bosnia & Herzegovina 2,518 Authorisation fees (63%) 2,556
Numbering fees (29%)

Frequency fees (8%)

=A |=2=a =a =A==

Bulgaria 4,653 One-time authorisation fees 4,946

(78.9%)

Annual fixed authorisation fees
(7.5%)

Annual fixed frequency fees
(10.4%)

Number fees (2.7%)

Others (0.5%)

=a

=

Croatia 9,075 Revenue related fees (40.1%) 8,656
Numbering fees (41.7%)
Frequency fees (13.6%)

Other (4.6%)

Montenegro 1,800 Revenue related fees (98%) 1,800

Frequency fees (2%)

=A =4 | =4 =4 =8 A=A

Romania 9,524

=

Revenue related fees (98.4%) 4,479
1  Other revenues (1.6%)

r

be
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Country Operational Source of financing of 2006 budget Operatio nal budget for 2006 in
budget for 2005 in thousand euro
thousand euro

Serbia (including

Kosovol)
Serbia 566 The 2006 budget is financed by: 5,319
1 Annual fixed authorisation fees
(15%)

1  Frequency fees (70%)
1  Other types of fees (15%)

Kosovo 600 Funds allocated from the Kosovo 794
Consolidated Budget for the TRA
establishment and its first year of
operation (2004). Otherwise:

Authorisation fees
Numbering fees and
Frequency fees

The former Yugoslav 3,891
Republic of Macedonia

Frequency fees (52%) 4,114
Supervision fees (19%)
Numbering fees (18%)
Concession fees (11%)

Turkey 27,910 Frequency fees (71%) 122,847

Radio device certificate fees

(14%)

T Contribution sha
expenses (9%)

1  Other (6%)

=4 =4 =2 =4 =8 =4 | =8 8

1) under UNSCR 1244

Table 18 - Operational budget of NRAs for 2005 and sources of financing

Notes:

Montenegro: Operators have the obligation to pay 1% of total annual income in the previous year (revenue-related fees) to

the Agency. The exact amount of the Agencyds budget is still n
2005 are not ready yet. The operational budget for 2006 is projected at the same level as in 2005.

Serbia: The NRAO&6s initial budget in its first six months of op
was granted in October 2005 for an amountof CSD48 mi | | i on (566 thousand euro). The | oa

future revenues generated from the fees payable by public telecommunications operators.

Dispute resolution

The Framework Directive, article 20 sets out a requirement for the NRAs to issue binding decisions to
resolve commercial disputes arising in connection with obligations under the regulatory framework.

The Universal Service Directive, Article 34 sets out a requirement for transparent, simple, and
inexpensive out-of-court procedures for disputes that involve consumers, but does not specify that this is
a responsibility of the NRA.

Table 19 below shows whether the NRAs are authorised to resolve commercial disputes and describes
the applicable procedures and the sanctions that are atthe NRA6s di sposal to ensure
are respected.
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Country

Type of commercial

disputes that can be

resolved by NRAs

Dispute resolution
procedures and deadlines

Sanctions

Albania

Law No. 8618 on
Telecommunications, article
43 and article 52(11):

1

1

failure to reach an
interconnection
agreement;

disputes on numbering.

NRA may interfere on its own
initiative if operators with
SMP fail to fulfil the
requirements set in article
42, or if competition
principles of the market are
violated, under article 45.

Law No. 8618 on
Telecommunications, article
43:

1 NRA involvement after 2
months of failed
negotiations

1 NRAissues a binding
order to settle the dispute
within one month after a
failure to reach
agreement has been filed
at TRE

Law on Telecommunications,
articles 94-96:

1

fines

Bosnia & Herzegovina

Failure to reach an
interconnection agreement

Law on Communications,
article 16:

1  NRA intervention after 6
weeks of failed

Law on Communications,
article 46:

1

Oral and written warnings

> Ol 1T Fines up to |
negotiations on request G150, 000 i f |
of the involved operators violation
' NRAissues binding 1  Requirement to stop the
decision within 6 (in activities for a period not
exceptional cases 10) exceeding 3 months
days from receiving the 1  Revocation of a licence
request
Bulgaria Telecommunications Law, Telecommunications Law, 1  Financial penalties
articles 124, 136, 142, 181: articles 1241 1249 1 Requirement to stop the
1 failure to reach an (amendment no. 77 of activities
interconnection November 2005):
agreement, network 1 NRA involvement after 2
access or leased lines months of failed
agreement; negotiations on request
¢ failure to reach an of one of the operators
agreement on shared 1  Special commission
use of facilities appointed by NRA acts
as a mediator in the
dispute
1 If agreement is not
reached within further 30
days, on request of the
operators involved in the
dispute NRA can issue
binding instructions.
Binding instructions must
be issued within 3
months from receiving
the request
Croatia 1 Disputes between Telecommunications Law, Telecommunications Law,
operators and between article 56: articles 116a, 117:
operators and providers | q  NRA intervention after 45 | 1  Written warning
of services days of unsuccessful 1 Administrative fines, from
1 Disputes between negotiations on request G690 to G69, |
providers and end- of the involved operators 1 Order to stop activities

users, except those
concerning payment of
debts

1 NRAissues binding
decision within 45 (in
exceptional cases 75)
days from receiving the
request

f  NRAs decision must be
implemented within 15
days from the day of its
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Country Type of commercial Dispute resolution Sanctions
disputes that can be procedures and deadlines
resolved by NRAs
issue to the parties
unless a different term is
determined by decision.
Montenegro 1 Disputes between Telecommunication Law, Telecommunication Law,
operators concerned articles 33, 37 and 60: articles 68-70:
with interconnection and | §  NRA intervention after 90 | 1  Fines
provision of leased lines days of unsuccessful 1 Order to stop activities
1 Disputes between negotiations on request
service providers and of the involved operators
end users 1 NRA issues decision
within 60 days (in the
case of leased lines
dispute, 30 days) from
receiving the request
1  If the dispute is not
resolved by NRA,
operators may submit it
to the administrative
court
Romania 1 Disputes between NRA may settle disputes T Administrative fines
providers of electronic applying two procedures:
communications 1) Mediation procedure,
networks and services shall be completed within
1  Disputes between end 30 days
users and service 2) Contentious procedure,
providers concerned can be used directly, or
with the enforcement of after failed mediation:
the provisions of Law 1 Appointment of a
No. 304/2003 on the commission to deal with
universal service a_nd the case
usersd right o .
1 Preliminary solution
allowing 15 days for
parties to comment
1  NRA decision within 4
months from the start of
the settlement procedure
1  Decision can be
appealed within 30 days
to the Court of Appeal
Serbia (including
Kosovol)
Serbia Telecommunications Law, Telecommunications Law, f  Administrative fines from

article 9:

1

Disputes between
telecommunications
operators about
interconnection, special
access and provision of
leased lines

Disputes between
operators and end users

article 47:

 NRA intervention after 3
months of unsuccessful
negotiations on request
of the involved operators

1 NRAissues binding
decision within 60 days
from receiving the
request

u4, 133
a41, 133

(CSD |
(CSD
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Country Type of commercial Dispute resolution Sanctions
disputes that can be procedures and deadlines
resolved by NRAs
Kosovo Law on Telecommunication UNMIK/REG 2003/16, Administrative fines

(UNMIK/REG 2003/16),
section 11(2):

Disputes involving service
providers, end users, owners
of land and facilities

section 11:

1  NRA may undertake
dispute resolution
procedure either on
request of one of the
parties or on its own
motion

1 NRAissues binding
decision within 6 weeks
from receiving the
request

1 Service provider must
comply within 30 days

according to
Administrative Instruction
No. 2004/3 on
telecommunications fees
and fines by the Ministry
of Transport and
Telecommunication

The former Yugoslav
Republic of Macedonia

Disputes involving operators
of communications networks
and providers of
communications services

Electronic Communications
Act, article 122:

1  The NRA can resolve
conflicts on the request of
the parties, or take action
on its own

T  Maximum time for NRA
to reach a decision is 4
months

1 Disputes can be settled
applying mediation or
arbitration procedure

1  Mediator chosen by the
parties or by the NRA
within seven days

1  Arbitrators appointed by
NRA Commission, the
Minister and other
interested parties for 5
years.

1  Result of arbitration is
binding, final and
enforceable

Administrative fines

Temporary or permanent
ban on operations

Turkey

Access and interconnection

1 Parties may call in the
NRA after 3 months of
failed negotiations

1  After calling in the NRA,
the parties still have 6
weeks (extendable to 10)
to reach an agreement

| NRA decides within 4
months (extendable to 6)

Administrative fines up to
3% of turnover

Roaming

Roaming Ordinance of
March 8, 2002

1 NRA has 15 days to
decide if a request is
accepted or not

1  NRA expects parties to
reach agreement in 4
weeks

1 If agreement is not
reached, NRA will decide

Administrative fines
minimum 1% maximum
3% of turnover

1) under UNSCR 1244

Table 19 - NRAs powers in dispute resolution
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Notes:

Albania: In summer 2006, TRE succeeded in forcing the incumbent fixed operator and two mobile operators to reach
interconnection agreements that led to some price reductions. According to the Law No. 8618 other types of disputes,
including disputes between operators and authorities or private owners for property disputes (article 12), disputes related to
the protection of networks and eventual damages (article 14) are resolved in law courts.

Appeal procedures

Article 4 of the Framework Directive, specifies that all decisions by the NRA shall be subject to appeal to
a body which is independent of the parties involved. Therefore, this requirement sets out a similar
requirement of independence for the appeal body as exists for the NRA itself.

In addition, the article sets out several requirements for the appeal mechanism:

1  The appeal body may be a court, but it can also be a non-judicial body. If so, there is a requirement
for a second appeal instance by a court or a tribunal.

1  The decision of the NRA shall stand during the appeal process unless the appeal body decides
otherwise.

1  The appeal body must be able to take the merits of the case into consideration and not only rule on
procedural grounds.

The appeal mechanism must be available not only to the parties involved, but also to any user affected by
the decision.

Table 20 explains how the national appeal arrangements meet these requirements.

In most entities, the appeals against NRA decisions can be submitted directly to the national court
system, with the exception of Albania, Bosnia & Herzegovina and the former Yugoslav Republic of
Macedonia, where the first appeal instance is a non-judicial administrative body. In Albania, depending on
the case, this could be either the Ministry or the NRA Board, while in Bosnia & Herzegovina and the
former Yugoslav Republic of Macedonia this is the NRA Council. In Bosnia & Herzegovina, Bulgaria,
Montenegro and the former Yugoslav Republic of Macedonia there are also restrictions on the appeal
bodyés capacity to rule on merits of the case.
suspend the NRAGO6s decision pending the outcome

Country Appeal body NRA decision Can appeal body Third party rights of
stands pending rule on merits of a appeal?
appeal decision ? case?
Albania TRE decisions that Yes Yes Yes

nullify or amend the
terms and conditions of
licences:

First instance :
Minister of Public
Works, and
Telecommunications
Second instance:

First instance Albanian
Courts

Complaints on fines
issued by inspectors:
First instance:

Board of TRE

Second instance:

First instance Albanian

Courts
Bosnia & First instance: Council | Yes When the NRA Yes, if it can prove
Herzegovina of the Agency decision is made upon | that it has a legal
Second instance: strictly defined interest in the case.
Court of Bosnia & discretionary rights of
Herzegovina the NRA to decide

(given by Law), the
appeal body cannot
rule on merits.
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Country Appeal body NRA decision Can appeal body Third party rights of
stands pending rule on merits of a appeal?
appeal decision ? case?
Bulgaria Supreme Yes. However, the No, the appeal body Only directly involved
Administrative Court Court may suspend can only judge on the | parties can appeal. If
the immediate entry correct application of a General
into force. the law. Administrative Act is
However, t h issued,everyonewho
decision may contain | is affected can
reasons and appeal.
instructions upon the
merits of the case,
which CRC should
follow.
Croatia Administrative Court Yes. According to the | Yes Yes, if it can prove
Telecommunications that it has a legal
Law of 2003 (Article interest in the case.
13, 88 3-6), and the
Law on general
administrative
procedure.
The Agency may also
decide to suspend the
decision during the
appeal under very
specific conditions but
only if a party has filed
an appeal with the
administrative court in
due time and the
other party
not affected by the
suspension.
Montenegro Supreme Yes No, the Supreme Yes, if it can prove
Administrative Court Administrative Court that it has a legal
can only judge on the interest in the case.
correct application of
the law.
Romania First instance: The Court may decide | Yes Yes
Bucharest Court of to suspend the NRA
Appeal decision if certain
Second instance: conditions are met.
High Court of
Cassation and Justice
Serbia (including
Kosovol)
Serbia Supreme Court Yes Yes No
Kosovo Kosovo Courts The Court may decide | Yes, the appeal body No, third parties not

to suspend the NRA
decision

can rule both on the
merits of the case and
on the correct
application of the law.

affected by the
decision or, as it is
stated in the law,
"without legal interest
in the case", do not
have the right of
appeal.
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Country Appeal body NRA decision Can appeal body Third party rights of
stands pending rule on merits of a appeal?
appeal decision ? case?
The former Yugoslav | Firstinstance : Yes No, the appeal body No, only a directly
Republic of Commission of the can only judge on the involved party can
Macedonia Agency for electronic correct application of appeal.
communications the law.

Second instance :
Administrative Court
(according to the Law
on Administrative
Disputes of May 19,
2006, procedures to be
applied from May 28,

2007)
Turkey Administrative Court Yes Yes. The appeal body | Yes. Anybody who is
Council of State can judge both on the | affected by an NRA
procedure and the decision has the right
merits of the NRA of appeal.
decision.

1) under UNSCR 1244

Table 20 - Appeal procedures against NRA decisions

Notes:
Albania: Law 8618 article 95 defines appeal procedures for TRE decisions that forbid or change conditions of licences:
within 10 days from the declaration of the TRE decision, the interested party has to appeal to Minister of Transport and

Tel ecommunications, the | atter must decide within 30 days fron
appealed in the Court following the Law for Civil Procedures.
decisi on, the appeal must be presented to TREO&s board, which has

may appeal to the district Law Court within 5 days.

Kosovo: Kosovo has a special form of appeal procedure in addition to the one presented above. Within three months from

the final decision, which may be the NRAG6s decision or the app
the decision, can make a request to the Public Prosecutor. He may accept the request, and then start an appeal, or he may

reject it. Whichever way, he must take a decision within one month from receiving the request. The Public Prosecutor may

also start an appeal on its own, without any party making a request. This procedure is known as the "Request for Defending

the Legality" and presents a legal solution to a binding, but illegal decision made by the court. In such a case, the Public

Prosecutor must take action within three months. This procedure, for example, was initiated in April 2005 in connection with

the dispute over validity of the second GSM licence issued by the NRA.

Frequency management
Table 21 below provides information on which regulatory bodies are responsible for:
1  frequency allocation i which includes the decision on the national frequency plan; and

1 frequency assignments i which are the decisions on who is licensed to use frequencies in the
national frequency plan. Frequencies for the military sector are normally decided outside this
framework.

In Bosnia & Herzegovina and Turkey, the NRAs are responsible for both frequency allocation and
frequency assignment. In other entities, spectrum allocation is carried out by the government or
responsible ministry, while the NRA is responsible for spectrum assignments. In Albania, Montenegro and
Turkey, spectrum assignment tasks are further divided, with the NRA being responsible for spectrum
assignments for telecommunications and the broadcasting authority 7 for spectrum assignments for
broadcasters. In Kosovo, UNMIK in practice remains largely responsible for allocation and assignment of
spectrum resources.
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Country Frequency allocation Frequency assignment Legal basis
Albania Council of Ministers Telecommunication Law on Telecommunications
Regulations Entity (TRE) T No. 8618 of June 4, 2000,
for telecommunications article 70
National Council of Radio National frequency plan
and Television i for approved by the
broadcasting Government of Albania,
(Decision No. 379 of May
31, 2001) amended by the
Council of Ministers,
(Decision No. 123 of March
2, 2006)
Bosnia & Communications Regulatory RAK Law on Communications of

Herzegovina

Agency (RAK)

2002, Articles 30, 31, 32

Bulgaria National Radio Frequency Communications Regulation Telecommunications Act
Spectrum Council (CNRFS) with | Commission (CRC) (State Gazette, issue 88/
the Council of Ministers October 7, 2003), articles 9-
11 and 28,
Croatia Ministry of the Sea, Tourism, Croatian Telecommunications Law on
Transport and Development Agency (HAT) Telecommunications,
articles 76 and 84
Montenegro Government of Montenegro (on Agency for Telecommunications Law of
the proposal of the NRA) telecommunications of the | 2000, article 12 (9)
Republic of Montenegro i
for telecommunications
Broadcasting Agency i for
broadcasting
Romania The Ministry of Communications | Inspectorate General for Government Emergency
and Information Technology Communications and Ordinance No. 79/2002, with
Information Technology (IGCTI) | the subsequent
amendments and
completions: Article 8 (1),
Article 14 (1)
Law No. 510/2004 on the
reorganisation of the IGCTI
(with subsequent
amendments), article 12,
paragraphs (2) and (4)
Serbia (including
Kosovol)

Serbia Ministry of Capital Investments Republic Telecommunications Telecommunication Law
decides on frequency allocation Agency (RATEL) (Official Gazette of Republic
plan and adopts frequency of Serbia, No 44/03) and
assignment plan (on the Frequency Allocation Plan
proposal of the Republic (Official Gazette of Republic
Telecommunication Agency) of Serbia, No 112/04)

Kosovo UNMIK (FMO - Frequency TRA and FMOi for Law on Telecommunications

Management Office)

telecommunications

TRA in coordination with
Independent Media
Commission (IMC) i for
broadcasting

(UNMIK/REG 2003/16),
Articles 22 and 36

The former Yugoslav
Republic of
Macedonia

Agency for electronic
communications

Agency for electronic
communications

Law on electronic
communications of March
2005
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Country Frequency allocation Frequency assignment Legal basis
Turkey Telecommunications Authority 1  Telecommunications Wireless Law No 2813,
Authority i for Articles 9 and 11
telecommunications Telegram and Telephone
1 Radio and Television Law No. 406, articles 2-3
Supreme Council (RTSC) i
for broadcasting

1) under UNSCR 1244

Table 21 - Frequency allocation and assignment

Note:
Kosovo: The TRA has proposed a Memorandum of Understanding between TRA and FMO. This is currently being reviewed
by UNMIK Office of the Legal Advisor.

Regulatory framework for broadcasting networks

The 2003 acquis in the EU has brought all forms of electronic communications under the same regulatory
framework. This was driven by the convergence of new digital technologies so that all forms of networks
will compete in the delivery of voice, data, Internet, radio, and television communications, including the
broadcasting networks.

While the EU framework does not rule out that regulatory tasks can be shared among two or more
authorities in a well-defined manner, the thrust of this legislation is to bring all forms of electronic
communications networks, including broadcasting networks, under a common regulatory framework
under a single regulator.

There are two considerations that make this particularly important for decisions on frequencies used for
broadcasting:

1. Over the next few years, the broadcasting industry will phase out analogue transmission in favour of
digital technologies. This will release significant amounts of radio frequency spectrum, which can
then be used for other purposes. The determination of the frequency allocation that best serves the
public interest requires a clear and transparent spectrum policy that takes into account the interests
of all spectrum users.

2. Digital broadcasting transmission technologies increasingly permit the capacity available to
broadcasting networks to be used for non-broadcasting applications. There is a possibility that
frequency licence conditions currently granted for broadcasting networks may focus too narrowly on
broadcasting objectives and thus restrict these networks from participation in other markets. This
may pose a potential threat to efficient radio frequency utilisation.

Most EU Member States, with very few exceptions, have decided to have a single regulatory authority
responsible for all types of frequencies available for civil purposes. The relative priorities of broadcasting,
telecommunications, and other use of radio frequencies are normally determined at a relatively high
political level through the adoption of the national frequency plan.

Table 22 explains whether the broadcasting networks are covered by the same regulatory framework as
other telecommunications and electronic communications activities and, in particular, it lists:

1  the authorities involved in regulating broadcasting and their responsibilities;
1  the legal basis for broadcasting regulations; and

1  whether the frequency assignment for broadcasters is provided by the same authority as for
telecommunications. As shown in Table 21, the spectrum allocation is a centralised function in all
entities carried out by the same regulatory body, while the situation may differ for spectrum
assignment.

In all entities there is a separate broadcasting authority responsible for licensing of broadcasters and
content-related topics, with the exception of Bosnia & Herzegovina where the Communications
Regulatory Authority is also acting as a broadcasting regulator. Spectrum assignments for broadcasting in
most entities are carried out by the same authority as for telecommunications, with the exception of
Albania, Montenegro and Turkey where the broadcasting spectrum assignment is a separate
responsibility of the broadcasting authorities.
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Country Broadcasting regulatory Legal basis Are frequency assignments carried
authorities out by the same authority for
broadcasting as for
telecommunications?
Albania National Council of Radio | Law No. 8410 of Sept. 30, No, National Council of Radio and
and Television (KKRT) 1998 on Radio and Television assigns spectrum to
Television (with broadcasters
amendments)
Bosnia & Communications Law on Communications, Yes, by RAK
Herzegovina Regulatory Agency (RAK) | Official Gazette of BiH, No.
33/02, November 12, 2002
Bulgaria Council for Electronic Law on Radio and Television | Yes, by CRC
Media of November 1998 (with
amendments)
Croatia Council for Electronic Law on Electronic Media, Yes, by HAT
Media Official Gazette No. 122, July
30, 2003
Montenegro Broadcasting Agency Broadcasting Law of April No, Broadcasting Agency assigns
(ARD) 2004 spectrum to broadcasters
Romania National Audio-visual Law no. 504 of July 11, 2002 Yes, by IGCTI
Council (CNA) on Radio and Television
Broadcasting
Serbia (including
Kosovol)
Serbia Republican Broadcasting | Broadcasting Law of July Yes, by RATEL
Agency (RRA) 2002 (with amendments)
Kosovo Independent Media Law on Independent Media The Law on Independent Media

Commission (IMC)

Commission and
Broadcasting, promulgated
by the SRSG on July 8, 2005

Commission and Broadcasting
foresees that the IMC shall coordinate
the assignment of broadcasting
spectrum with TRA. The practical
aspects of this coordination have not
been defined yet.

The former Yugoslav | Broadcasting Council Law on Broadcasting Activity | Yes, by AEC

Republic of

Macedonia

Turkey Radio and Television Law No. 3984 on the No, RTSC assigns spectrum to

Supreme Council (RTSC)

foundation and broadcast of
Radio and Television of April
13, 1994

broadcasters

1) under UNSCR 1244

Table 22 - Regulatory treatment of broadcasting networks

Cooperation between NRA and competition authority

There is a considerable overlap between the regulatory framework for electronic communications in the
EU (the 2003 acquis) and general competition law. The competition law obviously applies to mergers and
concentration in the telecommunications sector. In addition, the general competition framework for
dominance and its abuse apply in parallel with the ex ante provisions defined by the sector specific

directives.

Furthermore, the 2003 acquis relies largely on competition law principles, in particular for market analysis
and the designation of significant market power.

This means that the electronic communications sector is supervised by both a telecommunications
authority and a competition authority, each with different responsibilities and perspectives. However, it is
the responsibility of each authority to consider both legal frameworks whenever they take a decision. It
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shall not be possible for one authority to take a decision that would in contradiction with the other

authorityés

deci si ons.

In practice, this requires a good co-operation between the two authorities with some agreement on which
authority shall take the lead in different types of cases and procedures to make sure that the views of the
other authority are taken into account when necessary. It is recommended that these principles be set out
in a formal agreement between the two parties.

Table 23 examines whether or not such formal agreements have been established.

Country

Competition authority

Formal agreement between NRA and
Competition Authority

Albania

The Competition Authority was created in
February 2004, under the Law No. 9121 of
July 28, 2003 on Protection of Competition.
The Authority is responsible for competition
in general, including the monitoring of
competition in the electronic
communications sector.

It is composed of a Commission - a
collegiate body of 5 members appointed by
Parliament - and a Secretariat as an
administrative and investigative body. At
the same time, the Tirana District Court is
also authorised to apply the competition
rules.

TRE and Competition Authority cooperate on
specific topics.

TRE and Competition Authority are currently
negotiating a Memorandum of Understanding.

Bosnia & Herzegovina

Competition Council at the state level was
established in 2003. In addition, the Offices
of Competition and Consumers Protection
were set up in the Federation of Bosnia &
Herzegovina and the Republika Srpska.

No

Bulgaria

Competition Protection Commission (CPC)
is the national competition authority that
monitors all sectors including electronic
communications, according to the
provisions of the Competition Protection
Act.

On May 16, 2005 the CRC and the Commission
on Protection of Competition (CPC) concluded
an agreement on co-operation for matters that
affect competition in the communications sector.
Joint working group of CRC and CPC experts
has elaborated draft Methodology for market
analyses under the EU 2003 framework.

Croatia

Croatian Competition Agency (CCA)

Yes

On July 14, 2006 CCA and the Croatian
Telecommunications Agency (HAT) concluded
the Agreement on co-operation in the area of
competition in the telecom services market.
Under the 2003 Telecommunications Act,
particular activities relating to competition have
been exempted from the jurisdiction of CCA.
According to these separate rules, establishing
the existence of dominant position and its abuse
in the telecom markets falls under the exclusive
jurisdiction of HAT as a sectoral regulator,
whereas CCA as a market regulator of general
jurisdiction remains in charge of restrictive
agreements between undertakings and control
of concentrations in the telecom markets. With
the view to eliminating negative or positive
conflict of competence the Agreement specifies
the methods of communication and coordination
between these two authorities taking into
account the split of jurisdiction in question

Montenegro

No such authority exists.

Agency for telecommunications also has
the responsibility for protecting competition
in electronic communication sector.

No
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Country Competition authority Formal agreement between NRA and
Competition Authority
Romania Competition Council On July 14, 2004 the ANRC signed a

Collaboration Protocol with the Competition

Council.

The document establishes the terms under

which the institutions coordinate their efforts with

a view to promote competition in the electronic

communications and postal sectors, as well as

to protect end-user rights and interests. The two
institutions develop a common annual action
plan for competition in the electronic
communications and postal services markets.
Serbia (including
Kosovol)
Serbia According to the new Law on Protection of There is no formal agreement between NRA and
Competition, (Official Gazette of RS, No. Competition Commission.
79/05), the competition authority is an
independent regulatory body called
Competition Commission.
Kosovo No such authority exists. No
Law on Competition No. 2004/36 (UNMIK
Reg. 2004/44), article 20 (1) provides for
the establishment of
competition regulatory body to be known as
the Kosovo Competition Commission
(KCC). The KCC shall have the
responsibility and authority to enforce the
competition law and to promote competition
among undertakings and consumer welfare
in Kosovo. o
The former Yugoslav Under the Law on Protection of Article 21 of the Law on Electronic
Republic of Macedonia Competition of January 11, 2005 the communications states:
Commission for Protection of Competition 1 The Agency and the Commission for
was established on February 15, 2005. Protection of Competition shall exchange
data and information they need in
exercising their responsibilities, where the
scope of exchange of information shall be
limited to data and information that is
relevant and proportionate to the purpose
for which they are exchanged.

1 Inthe implementation of relevant market
analysis and determination of significant
market power under this Law, the Agency
shall cooperate with the Commission for
Protection of Competition.

Turkey Competition Authority Relationship between the Competition Authority
and the Telecommunications Authority is set up

on the basis of the Wireless Law No. 2813,

(Article 7/m).

1) under UNSCR 1244

Table 23 - Cooperation between NRA and competition authority

Regulations i market access
The information in this chapter reflects the situation, as it existed on July 1, 2006.

This chapter provides information on the liberalisation status and authorisation frameworks for the
provision of public fixed telecommunications networks, voice telephony services and data services, and
on the status of competition in the fixed and mobile markets.
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Table 24 below summarises the liberalisation status of public fixed telecommunications networks and
services on the local, domestic long distance and international level. This table only addresses the legal
framework enabling liberalisation, while its practical implementation could be assessed based on the
actual number of licensed operators and the proportion of numbering resources shown, respectively, in
Table 32 and Table 33 below.

Liberalisation in Albania has been implemented gradually: starting with rural local networks in 1998,
moving to domestic long distance networks in July 2003 and international networks in January 2005.
However, there is no established licensing framework for local networks in urban areas.

Bosnia & Herzegovina liberalised local and domestic long distance services, as well as data services in
2002. International networks are opened for competition from January 1, 2006.

Bulgaria, Croatia, and Romania were the first SEE countries to introduce full liberalisation of local,
domestic long distance, and international networks and services on January 1, 2003, followed by
Montenegro i on January 1, 2004.

In Serbia, the market liberalisation was formally introduced by the new Telecom Law of April 2003, but its
actual implementation is delayed pending adoption of the enabling secondary legislation.

In Kosovo, liberalisation of fixed networks and services was formally introduced by the Law on
Telecommunications of May 12, 2003. However, the NRA has only recently completed the secondary
legislation on authorisations that would enable market entry for alternative providers. Furthermore, the
incumbent will maintain exclusive control over access to international gateway facilities until December

31, 2007.

In the former Yugoslav Republic of Macedonia, liberalisation of public fixed telecommunications networks
and services was originally foreseen from January 1, 2005 but its implementation was delayed until the
second half of 2005 when the secondary legislation required under the Law of Electronic Communications
of March 5, 2005 was finally adopted.

In Turkey, domestic long-distance and international networks have been liberalised from January 1, 2004,
while liberalisation of local services took place in July 2005.

Country Liberalisation status for fixed public telecommunications networks and services
Local Domestic long distance International Comments
Albania Rural local networks Liberalised from July Liberalised from Law No. 8287 of
liberalised from 1998 2003 January 1, 2005 February 18, 1998,
Urban local networks are Article 4 liberalised
not explicitly defined in rural local networks
the law. (replaced by the Law
Albtelecom was granted %’608618 of June 14,
exclusive rights for urban ) ' o
telephone services until Cou_n(_:ll of Ministers
at least June 30, 2003 Decision No. _464 o_f
(Council of Ministers July 3, 2003 liberalised
Decision No. 692, of domestic long-distance
December 27, 2002). and international
services
Law No. 8618 of June
14, 2000 liberalised
provision of public
payphones from June
2000
Bosnia & Liberalised from July 1, Liberalised from July 1, Liberalised from -

Herzegovina

2002

2002

January 1, 2006

Bulgaria

Liberalised from January
1, 2003

Liberalised from January
1, 2003

Liberalised from
January 1, 2003

Liberalisation
introduced by 8§10 of
the Final & Transitional
Provisions of the
Telecom Act of 1998
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Country Liberalisation status for fixed public telecommunications networks and services
Local Domestic long distance International Comments
Croatia Liberalised from January | Liberalised from January Liberalised from -
1, 2003 1, 2003 January 1, 2003
Montenegro Liberalised from January | Liberalised from January Liberalised from Article 27,
1, 2004 1, 2004 January 1, 2004 Telecommunications
Law of 2000 (Official
Gazette of the
Republic of
Montenegro, No.
59/2000)
Romania Liberalised from January | Liberalised from January Liberalised from -
1, 2003 1, 2003 January 1, 2003
Serbia (including
Kosovol)
Serbia | Liberalisation formally Liberalisation formally Liberalisation Article 32,
introduced by the introduced by the formally introduced Telecommunication
Telecom Law of April Telecom Law of April by the Telecom Law | Law of April 2003,
2003 2003 of April 2003 introduces
liberalisation, but its
implementation started
in September 2005
with the establishment
of RATEL.
Telekom Srbija was
declared as SMP
operator (March 24,
2006 i Decision on
determining of the
public
telecommunications
operator of fixed
telephony network
services with SMP)
Kosovo | Formally liberalised in Formally liberalised in Provision of services | In 2006 the TRA has
2003 2003 formally liberalised in | completed:
2003 1 Tentypes of
PTK maintains licences for
exclusive control telecommunicatio
over access to the ns services
international f  Form of licence
gateway facilities application and
until December 31, award procedure
2007. for individual
licences
1  Administrative
regulations
1  Frequency
regulations
The former Liberalisation introduced | Liberalisation introduced Liberalisation Secondary legislation
Yugoslav by the Electronic by the Electronic introduced by the enabling competitive
Republic of Communications Law of | Communications Law of Electronic market entry was
Macedonia March 5, 2005 March 5, 2005 Communications adopted by end 2005.
Law of March 5,
2005
Turkey Liberalised from July 1, Liberalised from January Liberalised from Telecommunications

2005

1, 2004

January 1, 2004

Act (Law No. 4502,
Official Gazette Jan
29, 2000)

1) under UNSCR 1244

Table 24 - Liberalisation of public fixed telecommunications networks and services
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Note:

Albania: Full liberalisation in Albania has been linked to the privatisation of Albtelecom, which was supposed to have been
completed in 2005. However, the result of the tendering procedure has been suspended by the new government, which
came into power after elections in summer 2005.

Table 25 addresses the liberalisation status of data networks and services, which in all SEE countries are
now open to competition. Furthermore, the liberalisation of data networks in most countries took place a
few years before opening fixed networks for the competitive provision of voice telephone services.

In Bulgaria, liberalisation started in 1993, when the first individual licence for the operation of a public data
communications network and the provision of data services was issued to a joint venture of BTC and
Sprint International. Infrastructure was partly liberalised in 1993, removing restrictions on building new
infrastructure, subject to refusal by the incumbent to provide required transport facilities. Later on, five or
seven individual licences to provide data services were granted under the Telecom Act of 1998.

In Romania, data networks and services have been liberalised since 1992.

In Turkey, the provision of data services was liberalised on June 10, 1994 and the first licences to service
providers were issued in March 2002 following the establishment of the NRA on January 27, 2002 under

ned

the Law No. 4502. However, theprovi si on of data networks remai
until January 1, 2004.
Country Liberalisation status for data networks and services
National International Comments

Albania

Liberalised from 1998

Liberalised from 1998

Article 4 of the Law No.
8287 of February 18, 1998

There are 4 licences for the
provision of national data
networks and 2 licences for
regional data networks.

Bosnia & Herzegovina

Liberalised from July 1, 2002

Liberalised from July 1, 2002

Bulgaria

Liberalised from 1993

Liberalised from 1993

Under the TA of 2003, there
are two types of regimes for
data networks and services,
depending on the scarce
resource use, respectively
based on individual or class
licences.

Croatia

Liberalised from 1999

Liberalised from 1999

Montenegro

Liberalised from January 1,
2004

Liberalised from January 1,
2004

Article 27 in
Telecommunications Law of
2000 (Official Gazette of the
Republic of Montenegro, No.
59/2000)

Romania

Liberalised from 1992

Liberalised from 1992

Serbia (including Kosovol)

Serbia

Liberalisation formally
introduced by the Telecom
Law of April 2003

Liberalisation formally
introduced by the Telecom
Law of April 2003
Requirement to use the
incumbent 8s ng

international traffic until June
2005

Liberalisation introduced by
Telecommunications Law of
April 2003

Several ISPs were
registered as service
providers with the Ministry
under the previous Telecom
Law. In addition to the public
fixed operator, data services
are also offered by Cable TV
providers via their own
infrastructure.

u

n
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Country Liberalisation status for data networks and services
National International Comments
Kosovo Liberalised from May 2003 Liberalised from May 2003 The first ISP authorisations

Requirement to use the
i ncumbent ds n¢g
international traffic until

December 31, 2007

were issued to DardaNet
(PTK subsidiary), IpkoNet,
and Kujtesa on May 18,
2005.

The former Yugoslav
Republic of Macedonia

Liberalised from February
1998

Liberalised from February
1998

Requirement to use the
incumbent s ng
international traffic until April
2000.

Provision of VolP was not
allowed until January 1,
2005

Turkey

Data services liberalised
from June 10, 1994
Data networks i from
January 1, 2004

Data services liberalised
from June 10, 1994
Data networks i from
January 1, 2004

Turk Tel
over fixed telephone
networks and voice
telephony services expired
on January 1, 2004.

ek omb g

1) under UNSCR 1244

Authorisation frameworks for terrestrial services

Table 25 - Liberalisation of data networks and services

Under the EU 2003 regulatory framework, article 3 of the Authorisation Directive (2002/20/EC)
establishes a general authorisation regime for the provision of electronic communications networks and/or
services. Undertakings may be required to notify the intention to commence the provision of electronic
communication networks or services and to submit information required to allow the national regulatory
authority (NRA) to keep a register or list of providers. However, there is no requirement to obtain an
explicit decision by the NRA before the start of activities.

Only Romania and the former Yugoslav Republic of Macedonia currently have authorisation frameworks
in place that are in line with the provisions of the Authorisation Directive. In all other countries, an
individual or a class licence is required, with some variations depending on whether the business
activities involve the use of scarce resources, such as spectrum and numbers.

Bulgaria and Turkey are currently drafting new legislation intended to transpose the EU 2003 regulatory
framework and, in particular, to introduce the general authorisation regime in line with the Authorisation

Directive.

Table 26 summarises the authorisation framework for the provision of public fixed telephony networks

and services.

Country

Authorisation requirements for fix

ed telephony

Fixed networks

Telephony services

Albania

Individual licence

Individual licence

Individual licences are classified in two categories:
1  Category | - national fixed or mobile public telephony. The number of licences is decided

by the government.

1  Category Il - public telephony in rural areas, paging, global services of mobile individual
communications (and other services that use frequencies).

General licences are issued for Internet services, data transmission services, value added

services, public services of paid telephones (coins or prepaid cards), and other services not

classified in
|l icencebd is

an

individual | i
individual

cences

(Law No.
aut horisation i

S

Bosnia & Herzegovina

Individual licence

Individual licence

Bulgaria

Individual license

Individual license

Croatia

Individual licence

Individual licence

Montenegro

Individual licence

Individual licence
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Country Authorisation requirements for fix  ed telephony
Fixed networks Telephony services
Romania General authorisation with notification General authorisation with notification

Serbia (including Kosovol)

Serbia Individual licence Individual licence
Kosovo Individual licence Individual licence
The former Yugoslav General authorisation with notification General authorisation with notification
Republic of Macedonia
Turkey Turk Telekom operates under the Type 1 Telecommunications Licence (for local
Concession Agreement telephony service providers), issued following
an auction

Type 2 Telecommunications Licence (for
national and international long distance
telephony service providers)

1) under UNSCR 1244

Table 26 - Licensing requirements for public fixed telecommunications networks and services

Table 27 summarises licensing requirements for wireless local loop (WLL). Fixed wireless access
subscriber access applications such as WLL could represent reliable and cost effective complements or
alternatives for providing voice and data services, especially in the SEE countries where the penetration

of fixed networks is still relativelylowand unbundl ed access to the incumbent
available.
Country Licensing requirements for wireless local loop
Licensing Legal basis Auction vs. Frequency Status and
requirements beauty contest bands number of
awarded
licences
Albania Individual licence | Law No. 8618 of June | Public tender 3.4-3.6 GHz 2 local licences
14, 2000 (international bid) | 10.5 GHz in the 3.4-3.6
Council of Ministers 26 GHz GHz (valid until
Decision No. 692 of January 2006)
December 27, 2002
Bosnia & Individual licence | Regulations on the Beauty contest 3.471 3.6 GHz None
Herzegovina which includes a use of the particular
frequency licence | spectrum band
Bulgaria Free regime (no Article 48(1)2 of TA; Free regime WLL: N/A
licensing or Article 2(1) of 24007 2483.5
authorisation) (for | Ordinance No. 14 of MHz
private networks) | August 18, 2004 51501 5350
MHz
547071 5725
MHz
Registration Article 49(1)1 of TA, Registration WLL: 97 registered
under general Regulation No. 13 of 24007 2483.5 operators (on
licence (for public | 2003 on the types of MHz July 1, 2006)
operators) telecommunications 51501 5350
activities subject to MHz
individual licensing 54707 5725
and to registration MHz
under general licence
Individual Article 49(2)1 of TA;
licensing for Ordinance on the
point-to-multipoint | Rules of Procedure
(PMP) FWA in for Fixed service,
the following August 12, 2004
bands:




Report 3 - Country Comparative Report i March 2007

Country Licensing requirements for wireless local loop
Licensing Legal basis Auction vs. Frequency Status and
requirements beauty contest bands number of
awarded
licences

341 36 Auction PMP FWA: 4 national
GHz (for 3.471 3.6 GHz licences
public
networks)

f 36138 first come 7 first 3.61 3.8GHz 1 licence
GHz (for served
private
networks
only)

T 26GHz first come i first 5 national

served licences
(expected)

1 WLLDECT DECT 1880 i 2 local DECT
(Limited use 1900 MHz networks for
as fixed networks only fixed application
application) are licensed to

BTC
Croatia Licence for Law on Public tender on 3.471 3.6 GHz for | 35 regional
provision of public | telecommunications, the basis of a FWA,; licences in the
services, By-law on beauty contest 2457% 26.5GHz | 341 3.6 GHz
individual licence | concessions and for FWA

for base stations, licences for provision

licence exemption | of

for user terminals | telecommunications

services

Montenegro Special licence Rulebook of issuing Public tender 3.471 3.6 GHz None

and register general 10.157 10.30 3 national

and special licences GHz licences in the

g‘ggg‘g‘faze“e No. 245i1265GHz | 347 3.6 GHz
) 275129.5GHz | expected

Plan of Frequency

Allocation of

Montenegro (Official
Gazette No. 11/2005)

Romania General Article 4 para. (2) and | Auction 3.471 3.6 GHz 175 local
authorisation from | Article 14 para. (1) 2457 26.5 GHz | licencesinthe
ANRC and from Government 3.5 GHz band to
frequency licence | Emergency 5 operators
granted by the Ordinance No. 10 national
Inspectorate 79/2002 on the licences in the
General for general regulatory 3.5 GHz band to
Communications framework for 7 operators
and Information communications 44 local licences
Tl’écgﬁ"?gy in 26 GHz band
( . ) is to 3 operators
required .
4 national
licences in 26
GHz band to 4
operators
Serbia (including
Kosovol)
Serbia Individual licence | Article 33 of the Not decided 3.471 3.6 GHz None
Telecommunications 10.157 10.30
Law of 2003 GHz
24507 26.50
GHz
Kosovo | Individual licence | Article 22 (2) of the Not decided Not decided None

Telecommunications
Law
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Country Licensing requirements for wireless local loop
Licensing Legal basis Auction vs. Frequency Status and
requirements beauty contest bands number of
awarded
licences
The former General Law on Electronic Public tender 3.4-3.6 GHz None
Yugoslav authorization with | communications of 5.150-5.350 GHz
Republic _of notification to 2005 5.470-5.725 GHz
Macedonia AEC and 24.5.26.5 G
permission for 4.5-26.5 GHz
using radio 27.5-29.5 GHz
frequencies
Turkey Individual licence | The Annex Ordinance | Auction 24.5-26.5 GHz None
on FWA of (planned)
Authorisation
Ordinance
1) under UNSCR 1244
Table 27 - Licensing requirements for wireless local loop
Notes:
Albaniazxl n June 2004 TREO®&s Board Decision provided for the

undertakings by January 2006.

Bulgaria: By decision No. 1047 of May 16, 2006 CRC announced an intention to issue individual licences to carry out
telecommunications through point-to-multipoint (P-MP) telecommunication networks in the 26 GHz band with national
coverage. By decision No. 1787 of September 5, 2006 CRC approved individual licence to carry out telecommunications
through P-MP telecommunication network in the 26 GHz band with national coverage. By decision No. 1810 of September
5, 2006 CRC announced a public tender procedure. The procedure to award 5 national licences is ongoing.

In October 2005, two auctions were held, one for two class A licences and the other for three class B licences of the P-MP
type. As a result, 4 companies received 10-year licences in the range 3.5 GHz, with national coverage: Trans Telekom,
Cablenet, Nexcom Bulgaria, and Mobiltel.

Croatia: By the end of 2006, HAT had issued 42 regional licences (concessions) for BWA spectrum in the 3.5 GHz band
covering 10 out of 20 Croatian counties and the District of Zagreb. Each concession has a 5-year validity period with the
spectrum fees varying between Kuna 135,000-27 0, 0 0 0 (-(7,080), depdhding on a region, in the first year of
operations, and 0.1% of the total service revenue in the remaining years.

Montenegro: On January 4, 2007 the Agency for Telecommunications and Postal Services announced a public tender

procedure for three special licences for provision of public telecommunications networks and services using FWA in the 3.4

i 3.6 GHz band, with national coverage.

Kosovo: TRA received requests from interested parties for deploying infrastructure for FWA and is currently working on
drafting a National Strategy document for FWA. This is expected to be completed in early 2007. After this strategy is
completed, TRA will announce available spectrum for assignment by public tender.

The former Yugoslav Republic of Macedonia: On December 4, 2006 AEC announced its intention to launch a public tender
procedure to award fixed wires access licences in the 3.4 7 3.6 GHz band.

freei

Table 28 summarises the authorisation requirements for Internet service providers (ISPs), and where
ISPs have the right to interconnection whether the call origination or call termination model is used for

settlements between the incumbent operator and ISPs.

The call termination model, where the incumbent pays interconnection charges to the ISP for terminating
Internet traffic and then bills the retail customer, prevails in Croatia and Kosovo, and is proposed in
Albania. In Bulgaria and Serbia, both call origination and call termination models are used. In Romania

and Turkey,

d e s p itotirgercdnieetion] r® fhtersonnedtian lkagreements exist in practice

between the incumbent and ISP. As a result, an alternative arrangement is used, where ISPs bill the end
user for Internet access, while the incumbent bills separately for the line usage (including fixed charge

and calling charge).

Country Authorisation requirements for ISP Interconnection
Right to Call origination or
interconnection termination
Albania General (class) licence Yes Call termination model

proposed in the draft
Interconnection Agreement
that is currently under
discussion.

Internet licences issued by TRE are
classified as: PoP, local, regional,
national or backbone.

ng
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Country Authorisation requirements for ISP Interconnection
Right to Call origination or
interconnection termination
Bosnia & Herzegovina | General (class) licence Yes Call origination
Bulgaria General (class) licence Yes Both models are applicable,
Individual licence is required to Interconnection is subject to commercial
provide public services using permitted but under agreement.
numbers from the national numbering | commercial agreement
plan or radio frequencies.
Croatia General authorisation with notification | Yes Call termination
Montenegro General (class) licence Yes Call origination
Romania General authorisation with notification | Yes Neither call termination nor
Not applied in practice call origination model is
used, as there are no
interconnection agreements
between ISPs and the
incumbent.
Serbia (including
Kosovol)
Serbia General (class) licence Yes Call origination and
termination
Kosovo Individual licence Yes Call termination

The former Yugoslav

General authorisation with natification

ISP has a right to

Call origination

Republic of interconnection with SMP
Macedonia operator and other
operators
Turkey General authorisation with notification | Yes Neither call termination nor

Not applied in practice

call origination model is
used, as there are no
interconnection agreements
between ISPs and the
incumbent. The ISP bills the
customer for Internet access
and the incumbent bills the
customer for the line usage
(fixed charge and calling
charge). There is no revenue
sharing between ISPs and
the incumbent.

1) under UNSCR 1244

Note:

Table 28 - Licensing requirements for Internet Service Providers

Montenegro: An ISP needs a special (individual) licence instead of general (class) licence in the case of providing VolP
services or in the case of building an own network, as defined in the Rulebook of providing the public Internet service

(Oofficial Gazette of the Republic of Montenegr o, 65/ 2005) .

Table 29 addresses the NRAubherisatoh fequoemants fop the pravisianrof o n ,
voice telephony services over Internet protocol (VolP).

Under the EU 1998 acqui s, the status of VolP on t
Communication on the Status of voice on the Internet under Community Law, in particular under Directive

90/ 388/ EC0, the purpose of which was not to regul ate
if they were not substitutable. Currently, there is neither specific EU-level VolP regulation, nor any specific

voice telephony regulation, which is the consequence of technology neutrality emphasised in the new

regulatory framework. Under the EU 2003 package, VolIP providers operate under the same general
authorisation regime as any other communications providers.

he

Only Romania and the former Yugoslav Republic of Macedonia currently have in place authorisation
frameworks that are in line with the provisions of the Authorisation Directive.
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In Bulgaria, VoIP telephony services had been offered freely even before the liberalisation on January 1,
2003 as long as the service did not qualify with the specific quality of service (QoS) requirements set for
the fixed voice telephone service. On the other hand, compliance with QoS requirements is a minimum
requirement for an authorisation that gives the right to interconnect (under RIO conditions of the
incumbent). Therefore, VolP service providers seeking the right to interconnect are required to apply for
the fixed voice telephony licence.

In Croatia, under the Telecommunication Law of 1999, VolP was considered a part of Internet service, so
that no further authorisation was needed. Under the Law of 2003, VolP has been defined as separate
service requiring an authorisation with notification. Moreover, the authorisation fees for VolP were initially
kept unusual |l y h-offfge plusan anrid@ feDod ¥ obrevenue. The by-law on payments
of fees for provision of telecommunication services amended on February 17, 2005, lowered the one-off
fee by afactorof 50tot 6 70, and the annual fee was | owered tenfol

In Montenegro and in Kosovo, the provision of VoIP is subject to an individual licence similar to other
fixed voice telephony services. In Serbia, the licensing requirements (individual or general licence)
depend on whether the service involves the use of numbering resources. In Turkey, the provision of VolP
requires a long distance telephony service licence and is subject to the same conditions as the fixed voice
telephony service.

Country Voice ov er IP authorisation requirements
Official position on voice over Date of liberalisation Licensing requirements
1P
Albania No official position (currently None -
under discussion)
Bosnia & Herzegovina All forms of VolIP are considered | January 1, 2006 There is no licensing or
as telephony authorisation regime

specifically for VoIP, but a
fixed voice telephony licence

is required

Bulgaria No official position Not regulated Provision of VoIP services
If the VoIP services do not meet requires a voice telephony
the QoS parameters: licence if the service meets
R factor i not less than 75; one- specific QoS requirements
way delay > 150 millisecond, set for voice telephony.
out by Article 3, all. 2 of Otherwise it can be provided
Regulation No. 12 of May 5, under:
2004 for fixed voice telephony ¢ anindividual licence for
service, they are not allowed to data transmission
apply for a voice licence with services if the service
rights to interconnect under uses numbering
RIO. resources

1  ageneral licence for
data transmission
services if the service
does not use of
numbering resources.

Vol P that does

can also be provided without

any licence, Unlicensed

VolIP providers use OLOs in

order to accesg

customers.
Croatia The right to provide VolP June 30, 1999 General authorisation with
telecommunications services is notification
acquired by a legal or natural
person by submitting a written
notification to the Agency.
Montenegro VolIP has to be authorised as January 1, 2004 Special (individual) licence

telephony services.
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Country Voice ov er IP authorisation requirements
Official position on voice over Date of liberalisation Licensing requirements
IP
Romania Based on the principle of January 1, 2003 General authorisation with

technological neutrality, VoIP
services are considered
telephony services if they fall
within the scope of the definition
of the publicly available
telephony services, provided for
by Article 2, par (1) (c) of Law
No. 304/2003 on the universal
service and use
to electronic communications
networks and services.

ANRC is currently reviewing its
position on other types of VolP
services.

notification

Serbia (including Kosovol)

Serbia Licensing requirements Liberalisation formally Provision of VolIP services
(individual or general) licence introduced by the with the use of numbering
determined by the use of Telecom Law of April resources requires an
numbering resources. 2003 individual licence.

Provision of VolIP services

without the use of

numbering resources is

subject to a general licence

(6approval 6) f
Kosovo VolIP has to be authorised as - Individual licence

public fixed voice telephony
services.

Secondary legislation on
authorisation regime
adopted in September 2005.

The former Yugoslav
Republic of Macedonia

The Electronic Communications
Act is technology neutral.

VolIP is treated as a publicly
available telephony service.

March 5, 2005

(with entry into force of
the new Electronic
communications Law)

General authorisation with
notification

Turkey

VolIP is permitted and requires a
long distance telephony service
licence.

January 1, 2004

Individual licence

1) under UNSCR 1244

Note:

Table 29 - Voice over IP licensing requirements

Albania: There is an ongoing law amending initiative to consider public telephony services through IP protocols as well.

Table 30 below summarises the authorisation requirements for Cable TV networks.

In Albania, Romania, Serbia and the former Yugoslav Republic of Macedonia, an authorisation from two
respective national authorities may be required: an authorisation from the national broadcasting authority
for the provision of content over Cable TV networks, and an authorisation from the NRA responsible for

telecommunications sector for the construction of cable infrastructure.

In Turkey, the Telecommunications Authority issued a regulation on the licensing of cable platform
services (Ordinance Amending the Ordinance on the Authorisation of Telecommunications Services and
Infrastructure, Official Gazette No 25718, February 5, 2005). Under the regulation, the provision of cable
platform services requires a type 2 telecommunications licence valid for 20 years. Cable platform services
are defined as the one-way and two-way provision of all kinds of sound, data, image, and radio/TV
signals over the cable platform network, including telephone services as well as radio, TV, Internet and

data. The authorisation also covers the establishment of infrastructure.

The authorisation frameworks for cable TV still has to be defined in Kosovo.
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Country Cable TV licensing
Availability of Licensing Number of national Number of local
Cable TV licences requirement licences licences
Albania Available 1 Individual licence 38
from the National
Council of Radio
and Television-
NCRT
1  Preliminary
authorisation for
the construction
and final
certification of
cable network from
TRE (Law No.
8410 on private
and Public Radio
and Television in
the Republic of
Albania of
September 30,
1998. Articles 123,
127)
Bosnia & Herzegovina | Available Individual licence from 52
RAK
Bulgaria Available General (class) licence 639
(registration with CRC)
Croatia Available Individual licence from 2 24
HAT
Montenegro Available Individual licence 1
issued by the
Broadcasting Agency
Romania Available 1 General The National Audio-
authorisation T Visual Council (CNA)
ANRC granted 755 licences
1 Individual licences for Cable TV
or notification from operators. Licences
the National Audio- were granted in 9,685
Visual Council localities.
(CNA)/ aa
noticeb6 f
IGCTI
Serbia (including
Kosovol)
Serbia Available 9 Individual licence Authorisations for
from RRA Cable TV operators
1 General (class) are not yet issued.
licence from However there are 36
RATEL Cable TV operators,
with 540,059
subscribers.
Kosovo Authorisation - - -

requirements for
Cable TV still to be
defined
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Country Cable TV licensing
Availability of Licensing Number of national Number of local
Cable TV licences requirement licences licences
The former Yugoslav General 1 Broadcasting - In the past, 65
Republic of authorisation with programme concessions were
Macedonia notification permission from awarded by the
the Broadcasting Broadcasting Council,
Council, according covering local areas.
to the Concession contracts
Broadcasting Law are in the process of
(Official Gazette of harmonization with
Republic of the new legislation
Macedonia, No.
100/2005)
1 General
authorization with
notification to AEC
Turkey Cable TV licences Individual licence 1 1 4
are generally Type 2
available to any telecommunications
organisation that licence
wishes to operate
nationally or locally.

1) under UNSCR 1244

Table 30 - Cable TV licensing requirements

Notes:

Bulgaria: Number of registrations under General Licence No 201 to carry out telecommunications through public cable
telecommunications network for distribution of radio and TV programmes and provision of telecommunication services
Montenegro: All topics for Cable TV (conditions, licences) are regulated by Broadcasting Agency.

Serbia: Authorisation requirements for Cable TV is defined Rules on terms and conditions for radio and television
programme distribution service provision via cable network and on the form and contents of the approval (Official Gazette of
RS No. 95/06) July 28, 2006, adopted by RATEL

Authorisation fees

General authorisations as well as individual licences may be subject to authorisation fees. In many
countries, such fees have been quite high in the period immediately after termination of monopoly rights.
The high level of fees may be triggered by the fact that the telecommunications sector represents a
potential source of revenues for the state budget as much as an objective to protect the incumbent
operator. Regardless of the purpose, high authorisation fees may constitute a barrier to entry into the
market and, in addition, they send signals that the market is not fully liberalised.

The regulatory framework of the EU, both the 1998 acquis and the 2003 acquis, requires authorisation
fees to be limited to what is necessary to cover the administrative cost of the regulatory authority. Only
those fees that are paid for access to limited resources may deviate from this criterion. In practice, this
means that all fees levied by the NRA are affected by this requirement, with the exception of fees for:

1 Radio frequency spectrum where demand exceeds supply.

1 Numbering resources. Normally, the national numbering plan must be managed so there are
sufficient numbers for all operators. Since the theoretical numbering space available is unlimited, the
only limited resource in the longer term is special short numbers represented by a limited number of
digits.

1  Rights of way. In theory, rights of way can represent a limited resource under certain circumstances
but normally, the availability of land and rights of way does not represent a limited resource.

Table 25 below provides an overview of one-off and annual fees the provision of public fixed telephony
networks and services and Voice over IP services. These are two telecommunications services for which
the number of operators cannot be limited because of resource constraints.
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Country Fixed telephony networks and services Voice over IP services
One-off fee Annual fee One-off fee Annual fee
Albania Determined by public 056, 370 ( nal Notdefined Not defined

tender procedure

PSTN). For rural
network operators it is
06160 per m

u

Bosnia & Herzegovina

us511

Public fixed telephony
networks and
services:
0$255,600

Public fixed telephony
services:
435,800

Public fixed telephony
networks:

local-u2, 500

No fees in addition to
those for the fixed
voice licence.

No fees in addition to
those for the fixed
voice licence.

regional-a 5, 000
national -t 25, 50
Bulgaria Public fixed telephony | 0.4% of annual No licence and no No licence and no
networks and revenue fees fees
services:
u31,700
Public fixed telephony | 0.4% of annual
services via CS revenue plu
(carrier licence): (BGN 2,000) annual
017,900 pl ul feeforthe CS code
u3,800 (Cs

Croatia 2,700 0.1% of annual u670 0.1% of annual
revenue revenue

Montenegro Determined by public 1% of annual revenue | Determined by public 1% of annual revenue

tender procedure pl us 0120, 0] tender procedure
(minimum set by the international traffic (minimum set by the
Ministry of Economy) Ministry of Economy)

Romania 0 Monitoring fee to be 0 Monitoring fee to be
paid to ANRC of paid to ANRC of
maximum 0.5% of maximum 0.5% of
annual turnover annual turnover

Serbia (including

Kosovol)

Serbia Determined by public 0.1% of total revenue | Administrative fees for | 0.1% of total revenue
tender procedure realised in the the issue of general realised in the
(minimum set by the business year for | i cenpe o (idfh business year for
Ministry of Capital which the fee is paid no numbers are used | which the fee is paid
Investments) plus
administrative fees for
the issue of individual
licence

Kosovo National fixed 1% of gross annual Not defined Not defined
services licence: turnover attributable
u87,500 to licensed activity
International
telecommunications
facilities licence:
u50, 000
International
telecommunications
services licence:
u35,000

The former Yugoslav 0 Between 0.1% -0.5% | O Between 0.1% - 0.5%

Republic of
Macedonia

of the annual gross
revenue

of the annual gross
revenue
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Country Fixed telephony networks and services Voice over IP services
One-off fee Annual fee One-off fee Annual fee
Turkey Public national fixed 0.5% of net annual VolP services are Annual fee of 0.5% of
telephony networks sales covered by the long net annual sales is
and services: distance telephony covered by the Annual
Type 1 (local services fees. fee for telephony
telephony services) 1 services.
determined by tender
procedure

Type 2 (long distance
telephony services):

A-type (CPS services)
Ta245, 164
(494,495.28 YTL)
B-type (CS services)i
0108, 9675682
YTL)

C-type (services
provided through a
10-digit number
provided by the TA) i
u54,481 (10
YTL)

1) under UNSCR 1244

Table 311 Authorisation fees

Notes:

Bulgaria: VolP operators are not covered by the Telecommunications Law and can operate legally without any rights and
obligations stemming from this law. In particular, they do not have the right to interconnection and usually operate on the
basis of retail-based ISDN origination and termination (see also notes for Table 29 above). If they meet certain minimum
quality criteria, they can alternatively choose to operate as licensed telephony operators.

Montenegro: The fees for fixed telephony networks and services are defined by Rulebook on determination of registration
fees and licence fees of telecommunication operators and providers of telecommunication services (Official Gazette of the

Republic of Montenegro, -~ 08/ 2002) and also by Rulebook on
registration fees and licence fees for telecommunications operators and providers of telecommunication services (Official
Gazette of the Republic of Montenegro, ~ 68/ 2004). The fee

currently the only national licence for fixed telephony network and services.

Romania: The turnover is calculated as a ratio between:

a) the expenses estimated for the current year, provided f
estimated revenues shall be deducted, and

b) the cumulated turnover of all providers of public electronic communications networks, publicly available electronic
communications services or postal services, meaning the amount provided for in the their annual financial statements drawn
up for the previous year.

Any service provider may request that only its incomes resulted from the provision of electronic communications networks or
services, or from the provision of postal services be taken into account when determining the above mentioned cumulated
turnover. In order to implement this option, the people obliged to pay a monitoring fee shall keep separate accounts for the
activities related with the provision of electronic communications networks or services or, as the case may be, with the
provision of postal services, in the same manner required if these activities were carried out by legally independent entities.
Their financial reports shall be certified by an independent, legally authorised auditor, in accordance with the conditions
established by ANRC.

The former Yugoslav Republic of Macedonia: The AEC on December 29, 2006 adopted a Bylaw on the methodology of
calculating the annual remuneration for supervision of the market for electronic communications.

Status of fixed network competition

Table 32 provides information about the number of licensed operators in fixed telephony across the SEE
countries. This is an essential indicator of the liberalisation of the fixed market and is provided for two
types of licences:

1 number of licences issued for provision of public voice telephony (local/national);

1  number of licences issued for the operation of public network infrastructure and the provision of
network services (local/national).

ame

of

or
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In Albania, in practice the alternative operators are only offering services in rural areas: all 46 active local
operators are licensed for rural telecommunications. No licences have been issued so far to alternative
long distance carriers, and Albtelecom remains the only provider of national long distance networks and
services, although the market was formally liberalised in 2003. Similarly, in Montenegro, where the
market was formally liberalised on January 1, 2004, the incumbent Telecom Montenegro remains the only
licensed fixed telephony operator. In Serbia, secondary legislation on the authorisation framework was
recently adopted, but Telekom Serbia is de facto the only operator of public voice telephony and network
services.

In Bosnia & Herzegovina, the three regional incumbent operators remain the only providers of fixed
networks and long-distance national telephone services. Competition is only present at the level of local
services provision.

Country Number of licences for provision of fixed telecommunications services
Public voice telephony Network services
Local National Local National
N° authorisations N° authorisation s N° authorisations N° authorisations
Registered Active Registered Active Registered Active Registered Active
Albania 53 46 1 1 2 2 4 4
Bosnia & 4 4 3 3 62 62 8 8
Herzegovina
Bulgaria 19* * 19* 8*
12** Gr*

Croatia - - 15 8 2 2 7 7
Montenegro 1 1 1 1 1 1 1 1
Romania 332 65 332 65 2404 1758* 2404 1758*
Serbia
(including
Kosovol)

Serbia 1 1 1 1 1 1 1 1

Kosovo 2 1 1 1 2 1 2 1
The former 12 1 39 7 12 1 32 1
Yugoslav
Republic of
acedonia
Turkey 1 1 35 35 1 1 1 1

1) under UNSCR 1244

Table 32 - Number of licences for provision of fixed telecommunications services

Notes:

Albania: Some of the rural operators may be providing services via wireless technologies.

Bosnia & Herzegovina: By July 1, 2006, there were 4 licensed providers of local fixed voice telephony service
(http://www.cra.ba/hr/telecom/db/?cid=4136), and 62 licensed providers of local networks: 51 local and 11 regional
(http://www.cra.ba/hr/telecom/db/?cid=2466)

Bulgaria: * Number of licensed/active alternative operators carrying out telecommunications through public fixed
telecommunications network and provision of fixed voice telephone service.

** Number of licensed/active operators carrying out telecommunications through public telecommunications network for
provision of the service carrier selection/carrier pre-selection.

Ten of the licensed operators and two of the active ones are authorised to provide both fixed voice telephone service and
carrier services.

There had been no change in the number of registered operators by July 1, 2006. However, CRC still has no data for the
number of active operators in mid-year 2006: the number of active operators at the end of 2005 is provided above.
Questionnaires for the telecommunications activities carried out by the fixed operators during the first half of 2006 will be
distributed in October 2006, data will be provided additionally, as soon as it is available.

Croatia: An additional five licence holders for national public voice telephony became active in the provision of fixed
telecommunications services between November 1, 2005 and July 1, 2006. There are now 8 active operators.

Romania: * provisional data; refers only to fixed and mobile telephony, internet, data transmission services, satellite, leased
lines and audiovisual programme retransmission services that have reported statistical data.

Montenegro: Licence is issued to the fixed incumbent operator, Telecom Montenegro.



http://www.cra.ba/hr/telecom/db/?cid=4136
http://www.cra.ba/hr/telecom/db/?cid=2466
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Kosovo: On September 8, 2006 IPKO Net LLC was issued a licence for national fixed telecommunications services. This is a
second operator for fixed services and is the first alternative operator. The incumbent in PTK.

Turkey: Infrastructure Operation Services licences, which are related to network services are given regionally in Turkey.
Number of Infrastructure Operation Services given regionally is 4 (excluding the incumbent).

Table 33 below shows the proportion of fixed numbers allocated to alternative operators, which is also an
important indicator of the actual state of competition in the fixed market.

Table 33 - Proportion of fixed numbers allocated to the fixed incumbent and to fixed alternative operators

Notes:
Bosnia & Herzegovina: 12,000 fixed numbers (0.3% of the total) have been allocated to alternative operators. RAK will

allocate block numbers to the alternative operators if they request them.
Kosovo: TRA is currently is working with all stakeholders on drafting a provisional (temporary) numbering plan, which shall
enable alternative operators to offer fixed services. This should be completed by end of 2006.

The proportions indicated in the previous reports and from the table above are shown graphically in the
next figure.



