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Market overview
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Fixed data
11,255 m
Cable TV

U437 m

services
U595 m

SEE telecom market value 0 20,200m in 2006

4.3% of regional GDP

5.35% average growth from 0 19,200 m in 2005

16% cumulative annual growth from G 14,900m in 2004

In EU 25 telecom in 2006 was 2.5% of GDP and grew 3.4%
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Market overview

Albania BiH
2% 3%

Bulgaria

Macedonia
205 Kosovo
1% Serbia

6%

Turkey, Romania and Croatia account for 77% of SEE telecom
market value
Romania, Serbia and Montenegro i fastest growing in 2006
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Market overview

Development of per capita spending, 2004 i 2006
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AL | BA | BG | HR | ME | RO | RS | XK | MK | TR
02004 118 | 157 | 165 | 355 | 275 | 110 | 85 | 90 | 163 | 118
02005 132 | 142 | 182 | 396 | 295 & 139 | 124 | 86 | 165 | 144
m2006| 137 | 157 | 201 | 443 | 349 | 205 | 173 | 86 | 168 | 126

Croatia and Montenegro have the highest spending
Fastest growth in Romania and Serbia



Market overview i fixed telephony

Fixed lines per 100 inhabitants in 2005 - 2007
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Slight decline from 25.5% in 2006 to 25.4% in 2007
Growth in Serbia and Albania
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Market overview i fixed telephony

Digitalisation rate in 2005-2007
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Improvements in BiH, Romania, Serbia, Kosovo
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100% rate in Croatia, Montenegro, Romania, Kosovo, Macedonia




Market overview i fixed telephony
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Active providers of fixed voice telephony
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No competition in Montenegro, Serbia, Kosovo

Partial competition in Albania and Turkey



Market overview i fixed telephony

Relative tariff changes in national currency, 2006-2007

Monthly Local Welgle! Near Distant
rental distance country country
- - - - 1

AL

BA +10..+25% +19% -1 0 é15% -20% -2 0 €é25%
BG +10% - -22% -40... -50% -27%
HR - - - - -

ME + +100% + -30% -30%
RO +22% - 7% - 1% -955% -55%
RS +87% - - - -

XK - -70% -80% -30% -30%
MK +7% - - - -40%
TR + +10% -60% -60% -60%

Bulgaria, Croatia, Romania, Macedonia and Turkey appear the
closest to tariff rebalancing
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Market overview T mobile services

Mobile penetration per 100 population, 2005-2007

120% EU average 103%
o)

LU SEE average 88%

80% N

60% il =l !

40%
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AL  BA (BGJHRIME)RO RS | XK | MK | TR

01.1.2005 39%  34% | 61% | 64% | 78% 47% 58% | 16% | 49% | 49%
01.1.2007 61% | 49% [107%| 99% |103%| 81% | 89% | 30% | 70% | 72%
@1.7.2007 66% | 51% (117%104%121%)| 91% | 89% | 35% | 75% | 80%
BFixed 1.1.2007| 9% | 25% | 31% | 37% | 27% | 19% | 37% | 5% | 25% | 26%

z Significant growth over 2006-2007 from 66% to 88%
. Above EU 25 average in Bulgaria, Croatia, Montenegro

New licences: Montenegro, Romania, Serbia, Kosovo,
Macedonia




Market overview T mobile services

Mobile network operators
UMTS only | GSM/UMTS | GSM only
AL - - 3 - 3

BA - -
BG -
HR -
ME -
RO 2
RS -
XK - - 2%

1* 1

W N W W W

MK 8 - 3*

A W N WO W W P~ W

TR 8 - 3* 1

Romania: GSM 1800; Kosovo: GSM 900 and 1 GSM 900/1800
Macedonia: 2 GSM 900 and GSM 900/1800
Turkey: 2 GSM 900 and 1 GSM 1800



Market overview T mobile services

OECD baskets relative changes, 2006-2007
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-20% -36%

Albanian prices would rank among the highest in Europe
Bulgaria above the EU median for all baskets
Kosovo and Turkey above the EU median for the high usage basket



Market overview T broadband

Broadband lines per 100 population, July 2007
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g 90% above the reported 3.16% in 2006
g Data for RO and MK include CDMA and GPRS connections
: EU average on July 1, 2007 was 18.2%

In advanced EU Member States penetration rate is above 30%
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Market overview T broadband

Broadband | ines 06000, July 1, 2007
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Turkey and Romania account for 81% of total broadband lines



Market overview T broadband

Broadband technologies, July 2007
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BDSL OCable B Other technologies

g DSL maintains dominance in broadband i also in EU over 80%
> - : :
. Cable prevails in Bulgaria, Serbia, Kosovo

In Romania, CDMA accounts for about 60% of broadband connections,
in Macedonia GPRS accounts for 85% of broadband connections




Market overview T broadband

Incumbents' market share in broadband provision
100% 100% 9894
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> . .
. Incumbents account for 60% of retail broadband in SEE
. With DSL rollout, incumbent market shares tend to increase

In EU 25 incumbents control 46.5% of broadband lines
plus further 9% resale



Legislative developments

g January 1, 2007 i EU accession of Bulgaria and Romania
g April 20, 2007 i first infringement proceedings
g Bulgaria T no transposition of EU 2002 acquis
Romania T no transposition of the Universal Service Directive
g Bulgaria
May 25, 2007 entry into force of new Electronic Communications Act
Adoption of some 30 secondary acts still required
g Consultation on draft methodology for market analysis
g Market analysis not yet started
g Romania
g EU 2003 regulatory framework introduced in 2002
> . :
. Analysis of relevant markets in 2003

New round of market analyses started in May 2007,
fixed interconnection markets expected shortly (markets 81 10)




Legislative developments

Macedonia i Electonic Communications Law adopted in March 2005
Concessions of the fixed incumbent and two mobile operators still in
force, had to be harmonised within 9 months from May 2005
Croatia 1 draft Electronic Communications Act
May 2007 i MMTPR started drafting new Act based on
EU 2002 acquis, public consultation on main principles
First draft expected in November 2007
Adoption in the first quarter 2008
Montenegro i draft Law on Electronic Communications
Legislative process to be completed in early 2008
Serbia
October 2006 i Strategy for Telecommunications 2006 i 2010
No clear strategy for competitive safeguards: RIO, RUO, NP
Bosnia and Herzegovina
November 2006 1 Telecommunications Sector policy until end 2007
(USO, LLU, UMTS, WIMAX)



Institutional aspects

g Bulgaria 1’ appointment of the NRA management
New law did not secure extension of the expired CRC mandates
g Romaniai drafting new Electronic Communications Act
Reorganisation of ANRC into ANRCTI T December 2006
ANRCTI takes over IGCTI T April 2007
New amendments to ANRCTI organisation 1 October 2007
Introduction of a 7-member council
Nomination by the Parliament for a 5-year period
g Serbia
g New Ministry for Telecommunications and Information Society
g Macedonia’ amendments to Law on Electronic Communications
g NRA accountability and NRA management dismissal
z Penal provisions for SMP operators failing to comply with RIO

New draft amendments proposing to create converged NRA for
electronic communications, broadcasting and posts




Privatisation

Ownership structure of incumbent operators

VvV V VvV Vv V¥V

100
90 |
80 H |
70 H |
60 { |
50 { |
40 | |
30 H{ |
20 H |
10 H |

0

XK BA-bh RS BA-ht RO TR MK AL HR BG ME BA-ts

OState @ Strategic partner Olnvestors OPublic stock

June 2007 7 Telekom Srbija buys 65% state share in Telekom Srpske
July 2007 i Calik /Turk Telekom buys 76% state share in Albtelecom
August 2007 T transfer of 90% stock in BTC to private owner (AlG)
September 2007 i IPO of 32.5% state share in T-HT

IPO of Romtelecom and Radiocom postponed



Market access i authorisation framework

General authorisation T Romania, Bulgaria, Macedonia
Bulgaria i secondary legislation in progress
Macedonia i old concessions still in place

Individual licence / general authorisation

Croatia T ISP and VolP providers subject to general authorisation
> : : :

Turkey i complex licensing framework where every service category
S requires a separate licence, except for ISPs

Combination of individual and general licences for all other countries
Individual licences issued to a limited number of companies
following a public tender procedure
General licences issued where a number of companies not
limited, predefined conditions and fees
VolIP subject to atechnology neutral voice telephony definition




Market access 1 fixed telephony

Albania

Bulgaria

New licensing framework for regional networks from April 2007
Open competition for local urban networks
Technology neutral principle for VolP

New authorisation framework in line with EU 2002 acquis

Monte:pegro

April 2007 1 annual fee for international traffic reduced from
1120,000 to 11,000
September 2007 i public tender for five VoIP special licences

Fixed licence issued to Telekom Srbija in May 2007
SBB applies for fixed telephony licence in September 2007



Kosovo

-

Turkex

September 2006 i first national fixed services licence issued to an
alternative operator, IpkoNet

Several international services and international facilities licences
issued in 2007 7 but PTK monopoly until end 2007

May 2007 i first numbering blocks allocated to IPKONet

January 2007 7 cancelled authorisation for cable platform services
August 2007 T new authorisation framework for local services



Market access i mobile services

Romania
Two 3G licences issued in January 2007
g Kosovo
Second 2G licence issued in March 2007
g Macedonia
Third 2G licence issued in March 2007
Tender procedures under way for 2G and 3G spectrum
g Montenegro
Two 3G licences issued to existing operators in May 2007
g One 2G/3G licence to a new entrant
g Serbia
. Third 2G/3G mobile licence issued in December 2006
Turke

September 2007 i tender for 3G licences cancelled
BiH 1 3G tender expected in 2008




Market access T BWA spectrum

Bulgaria
4 national licences in 3.5 GHz issued in October 2005
One operator (M-Tel) launched commercial services
Croatia
74 concessions in 3.5 GHz for 18 counties and Zagreb since
September 2005
One operator (Novi-Net) launched commercial services
Macedonia
2 national licences in 3.5 GHz issued in July 2007
18 regional licences issued in August 2007 to 5 operators
Montenegro
3 national licences in 3400-3600 MHz issued in May 2007
Tender procedure for 2 national licences in 3600-3800 MHz
Romania
2 national licences to be auctioned in 2007 in addition to the existing
175 local and 9 national licences



Competitive safeguards T market analysis

Romania, Bulgaria, Macedonia i according to EU 2003 framework
g Romania i completed first round in 2003, second round under way
Bulgaria i secondary legislation in progress
Macedonia T analysis of market 16 completed
Turkey T combination of EU 1998 and 2003 framework
Market definitions based on Recommendation on relevant markets
Obligations set out in Access and Interconnection Ordinance T non-
discrimination, transparency and cost-orientation apply to all SMP
Croatia’ combination of EU 1998 and 2003 framework
New ordinance on market analysis not yet applied in practice
Four ONP markets + additional relevant market for transmission of
ovoice, sound, data etc. 0 in fixer-



Albania 1 recent market analysis with more sophisticated approach

-
-

Two fixed retail markets for access and calls
Four fixed wholesale markets: origination, termination, national and
international transit

Mobile - retail services market and wholesale call termination on
individual mobile networks

Fixed telephone networks and services
Cable TV services



Competitive safeguards i number portability
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Croatiai the only country where fixed and mobile NP is available
Fixed: 137,000 numbers between July 2005 i October 2007
Mobile: 29,000 numbers between October 2006 1 October 2007
Bulgaria
Mobile NP was due by January 1, 2007 i not available
Fixed NP postponed until January 1, 2009
Macedonia, Romania
Implementation expected to be completed in 2008
Turkey
Regulation adopted in February 2007
Within 6 month from the establishment of CDB for mobile NP and
within 12 months for fixed NP
Bosnia & Herzegovina
September 2007 i draft regulation published for consultation
Implementation deadline to be decided by the Council of Ministers
Albania, Montenegro, Serbia and Kosovo i no decision



y

Competitive safeguards i RIO

- Available?
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Available?
No

Oct 2006
June 2004
July 2006
Dec 2007
Feb 2003
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Jan 2007

April 2006

*not available for local calls

Operators
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Available?
No

July 2007
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Dec 2007
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Jan 2007
July 2006

CPS
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Competitive safeguards i CS/CPS implementation
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Competitive safeguards i LLU and BSA offers

BA
BG
HR
ME
RO
RS

XK
MK

TR

2008

January 2005
October 2005
2008

July 2004

No

No

May 2006

November 2006

2
16,539

1,588

1 agreement

2 agreements

RUO? Unbundled BSA? Loops with
loops BSA/resale
AL No - No -

No -
Resale offer 51

Resale offer 13,572

No -

Commercial 24,574
BSA offer

No -

Commercial -
BSA offer

August 2007 1 agreement
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Wholesale tariffs i fixed termination

Call termination in fixed network, per minute local rate peak time

14.00

12.00

10.00

8.00

6.00

4.00

Eurocent without VAT

2.00 - U average
Qct. 2006

0.00 m
AL BA-bHBA-tsBA-h{ BG | HR | ME | RO | RS | XK | MK | TR | EU

OFixed-fixed |1.01|1.00{1.00|1.00|1.18|0.85|7.50|1.02 3.51/0.88|1.07|0.57
@ Mobile-fixed | 2.15|1.00 | 1.00 | 1.00 | 5.11 | 3.15|6.10 | 1.02 |11.44) 3.51 | 1.96 | 1.07

Fixed-fixed rates in line with the EU average
Mobile-fixed is different and often significantly higher




Wholesale tariffs I mobile termination

Eurocent without VAT
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Call termination per minute fixed to mobile

EU average
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‘DMTR

13.09

10.48 | 12.32

14.00 | 7.21

11.58

12.33

7.72 | 11.40

Fixed-mobile rates in line with the EU average
Bulgaria© 70% above the EU average




Conclusions

Legal and institutional issues
Alignment of the national legislation with EU regulatory framework
NRA: independence, credibility, necessary expertise
Independence: structural and political
Accountability
Transparency
Periodic review

-
-

g Market access
Liberalisation formally achieved buté
Authorisation frameworks remain rather complex
g Fixed telephony
Tariff rebalancing, RIO, cost-or i ent ati on, CS/ CPS¢é
g Mobile telephony
S National roaming, Number portability, cost oriented MTRs

Broadband
Infrastructure or service-based competition?




Thank you for your attention!

veronica.bocarova@-cullen-international.com




