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Electronic communications market overview

General economic background

Any assessment of telecommunications markets has to be seen against the general performance of the economy, its level compared to other
economies and the relative growth rates. This requires data on the size and growth of the economy and also the population. Additionally, it helps to
consider the distribution of income within an economy, together with unemployment, poverty and literacy which might all be expected to be correlated
with the adoption of ICTs.

Currencies, inflation, exchange rates and VAT

In order to compare the economies, markets prices and other indicators between the eight entities and with the EU-27 it is necessary to make
adjustments for different exchange rates (see Table A.1).

Avg. exchange rate Exchange rate
Country Currency Code 2006 2007 April 1, 2008
Croatia Croatian Kuna HRK 7.24 7.30 7.26
FYROM Macedonian Denar MKD 61.19 61.17 61.21
Turkey New Turkish Lira TRY 2.02 1.76 2.10
Albania Albanian Leke ALL 123.27 122.20 121.11
Bosnia & Herzegovina Bosnian Marka BAM 1.96 1.96 1.97
Montenegro Euro EUR 1.00 1.00 1.00
Serbia Serbian Dinar RSD 85.00 78.67 81.66
Kosovo Euro EUR 1.00 1.00 1.00

Table A.1 - Exchange rates

Currency fluctuations can have significant effects when comparing prices, spending patterns and operator revenues. The decline in the value of New
Turkish Lira and of the Serbian Dinar between 2006 and 2007, followed by their subsequent rise, had significant effects. As noted in the previous report,
the apparent decline in value of the Turkish market was due to currency movements.
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In addition to converting other currencies into Euros, in order to facilitate comparisons, it is helpful to adjust prices using Purchasing Power Parities
(PPPs). This is an indicator of the differences in price levels across countries. PPPs measure how many currency units a given quantity of goods and
services will cost in different countries. It has been popularised by The Economist as the Big Mac Index, measuring its cost in many countries.!

PPPs are derived by relatively complex processes. Work on determining PPPs in the Western Balkans has been supported by international
collaboration between UNECE, OECD and Eurostat.2 The PPPs for candidate and potential candidates are published by Eurostat (see Table A.2). In
the absence of values for 2007 for Bosnia & Herzegovina and Serbia, 0.89 and 0.42 have been used as approximations. There are no plausible values
or estimates for Kosovo.

Country 2005 2006 2007
Croatia 4.6523 4.6516 4.5292
FYROM 22.5333 22.8318 22.5470
Turkey 1.0265 1.0716 1.1033
Albania 57.4044 57.3171 56.0875
Bosnia & Herzegovina 0.8592 0.8900 0.89
Montenegro 0.4325 0.4227 0.42
Serbia 32.1667 35.1943 36.8923
Kosovo - - -
EU-27 1.0000 1.0000 1.0000
Table A.2 - Purchasing Power Parities (PPPs)3
Note:
2007: Values for Bosnia & Herzegovina and for Serbia have been estimated.

Prices can vary because of the different levels of taxation. It is therefore important to be able to identify, compare and, if necessary, remove this
element from any charges. Operators, service providers and business customers can usually reclaim VAT, so that this can be discounted from any
charges.

1 http://lwww.economist.com/markets/bigmac/index.cfm
2 http://lwww.stat.si/radenci/program_2004/roberts-1.doc

3 European Commission > Eurostat home page > Economy and finance > Prices
http://epp.eurostat.ec.europa.eu/portal/page?_pageid=0,1136173,0_45570701&_dad=portal& schema=PORTAL


http://www.economist.com/markets/bigmac/index.cfm
http://www.stat.si/radenci/program_2004/roberts-1.doc
http://epp.eurostat.ec.europa.eu/portal/page?_pageid=0,1136173,0_45570701&_dad=portal&_schema=PORTAL
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The rates of Value Added Tax (VAT) in South-East Europe range from 15 to 22% (see Figure 1). These are close to the general range of the EU-27.

There are some additional retail taxes, notably the Special Communications Tax (SCT) of 15% on fixed network services in Turkey.
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Figure 1 - Rates of Value Added Tax

Population and households

The three candidates and five potential candidates together represent 96 million people or about 19.5% of the EU-27 population (see Table A.3). The
greatest part of that population is represented by Turkey, nearly ten times the size of Serbia, the next largest. Montenegro has much the smallest
population, only 35 per cent larger than Luxembourg. Consequently, it is necessary to be careful when comparing the eight much smaller markets with

Turkey. At the time of writing, population data for 2007 were not available from Eurostat.

Country Population 2006 Inhabitants per sq km | Percentage of EU-27 total Households 2006 Persons per household
Croatia 4.443 78.5 0.90% 1.477 3.0
FYROM 2.039 79.3 0.41% 0.564 3.6
Turkey 72.520 93.1 14.71% 18.492 3.9
Albania 3.149 109.8 0.64% 0.753 4.2
Bosnia & Herzegovina 3.843 75.1 0.78% 1.034 3.7
Montenegro 0.624 45.1 0.13% 0.191 3.3
Serbia 7.425 95.7 1.51% 2.521 2.9
Kosovo 2.070 188.8 0.42% 0.311 6.7
Total 96.113 95.67 19.50% 25.343 3.8
EU-27 492.965 113.8 100% - 2.4

Table A.3 - Populations and households (millions)
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Notes:
Source: Eurostat Pocketbook on candidate and potential candidate countries 2008 edition. KS-PF-08-001-EN-N.
EU-27: Household composition is for the EU-25 in 2003.4

The population in the EU-27, as well as Turkey, Montenegro and FYROM have been increasing since 1996 as, since 2000, has Albania. While the EU-
27 population grew by almost 3.3%, the growth of Turkey was 16.3%. Montenegro and FYROM grew slightly faster than the EU-27, while Albania was
slightly slower. However, Serbia has seen a reduction in its population.

There has been considerable migration in recent years both within and beyond the region. These movements may not be fully reflected in the figures
and the patterns may not yet be fully documented and understood.

The household composition is quite different from the existing EU member states, which have an average of 2.4 members per household. In South-East
Europe, households are significantly larger, notably in Turkey and Albania respectively 3.9 and 4.2. The figure for Kosovo is extremely high, being 2.8
times the EU average, a level normally associated with some of the least developed countries. According to Kosovo in figures in 2006 the average
number of household members in rural areas was 7.8.5 Higher numbers of persons in a household would suggest that, cultural factors being equal,
fixed telephone and broadband lines would be available to a larger number of people than in the EU-27.

Gross Domestic Product

The Gross Domestic Product (GDP) is defined as the total market value of all final goods and services produced within in country in a year.® There is
long-standing evidence that GDP and GDP growth correlate with telecommunications and telecommunications network growth.” There are problems of

determining the value of GDP accurately in some economies, given the existen
The values shown in Table A.4 indicate the very different sizes of the economies of the region. At the time of writing, the actual GDP values for 2007
were not available.
Country 2001 2002 2003 2004 2005 2006 2007 (estimate)
Croatia 22,171 24,468 26,232 28,681 31,263 34,220 37,497
FYROM 3,839 4,001 4,105 4,325 4,676 4,957 5,155
Turkey 161,836 192,803 212,268 242,262 290,503 318,586 340,887
Albania 4,541 4,705 5,048 5,883 6,582 é 7,326
Bosnia & Herzegovina 5,930 6,559 7,416 8,071 8,655 9,769 10,257
4 http://epp.eurostat.ec.europa.eu/tgm/printTable.do?tab=table&plugin=1&language=en&pcode=cdb10000&printPreview=true
5 http://lwww.ks-gov.net/ESK/esk/pdf/english/general/kosovo_figures_06.pdf
6 http://circa.europa.eul/irc/dsis/nfaccount/info/data/ESA95/ESA95-new.htm
TLarsHendri k R°ller & Leonard Waver man (2001) fATel ecommuni cat i on soTheAmericrsHBconomictRaview 9144p309-economi ¢ de v
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Country 2001 2002 2003 2004 2005 2006 2007 (estimate)
Montenegro 1,245 1,302 1,392 1,565 é é 1,760
Serbia 13,186 16,811 18,007 19,723 21,113 25,499 27,029
Kosovo 1,624 1,735 1,797 1,895 2,207 2,273 2,378
Table A.4 - Gross domestic product (millions of Euros)®8
Notes:
2007: Estimated on the basis of growth of 4.5%, 4.0%, 7.0%, 5.5%, 5.0%, 4.0%, 6.0% and 3.0% respectively.

In the period from 2000 to 2006 GDP growth in constant prices was considerably higher in most of the candidates and potential candidates than in the
EU. The average growth in the EU-27 was 2.2%, less than half that achieved by Croatia. Other economies managed 5 or even 6 per cent. Figure 2
shows the GDP growth rates over recent years, compared to that of the EU-27. The data are incomplete, but give a clear sense of the patterns of

growth.

8 Source: Table 5.1 in Eurostat Pocketbook on candidate and potential candidate countries 2008 edition. KS-PF-08-001-EN-N.
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Figure 2 - GDP growth rates®

Comparing the GDP volume indices of South-East Europe with the existing member states, all are substantially below the average level of the EU-27
(see Figure 3). Some are around one quarter of that level and making only modest rates of improvement.

9 Source: Table 5.1 in Eurostat Pocketbook on candidate and potential candidate countries 2008 edition. KS-PF-08-001-EN-N.
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Figure 3 - Volume index of GDP10

There is a wide range of values for GDP per capita (see Figure 4). Croatia had the highest amongst the candidates and potential candidates at around
one third of the EU-27 level. Turkey came next at around 57% of Croatia or 18% of the EU-27. Kosovo, not shown in the figure, had almost the lowest
GDP per inhabitant of bet-tegheohtheEQ-27v@lu@.''and G2, 500, one

10 Taple 1 in Eurostat Statistics in focus 3/2008.
11 Eyrostat uses an IMF estimate for these numbers
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Figure 4 - GDP per capital?

The candidates and potential candidates all have significantly lower employment rates than the EU-27 (see Figure 5). Kosovo has consistently had the
lowest level of employment, at less than half that of the EU-27, though it has shown some improvement. Part of the explanation for the low levels of

empl oyment is due to involvement with the 6greyd or 0 u roffidiafecondmg &nd with theo n o my . Th
continuing fight against corruption.

12 Taken from the previous ClI report.
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Figure 5 - Percentage of the population aged 15-64 in employment13

The unemployment rate in the EU-27 in 2006 was 7.9%. In the candidates and potential candidates, unemployment rates were relatively high, with
values of 45% in Kosovo, 36% in FYROM and 31% in Bosnia & Herzegovina in 2006, while in Croatia and Turkey the rates were closer to the EU at
11% and 10% respectively. In the EU-27, the youth unemployment rate was more than double the general unemployment rate, while a range of similar
multipliers, from 1.7 in FYROM and Kosovo to 2.6 in Croatia.

The Gini index is a measure of dispersion used to represent inequality of income distribution. A low Gini index indicates more equal income distribution,
while a high index indicates more unequal distribution. 0 corresponds to perfect equality and 100 corresponds to perfect inequality. For the EU-15,
Eurostat has reported relatively constant values of the Gini Index at around 29 and 30 over the first half of this decade, while for the ten new member
states, the figure has risen from 29 to 32. There is only limited evaluation of the Gini index in South-East Europe, in part because of the complex

13 source: Table 4.1 in Eurostat Pocketbook on candidate and potential candidate countries 2008 edition. KS-PF-08-001-EN-N.


http://epp.eurostat.ec.europa.eu/pls/portal/url/page/PGP_MISCELLANEOUS/PGE_DOC_DETAIL?p_product_code=KS-PF-08-001

Enlargement Countries Monitoring Report i September 30, 2008

processes involved. Eurostat reported Croatia in 2003 having 29, while Turkey had 46 and 45 in 2002 and 2003 respectively. The UNDP for 2007-08
reported data for five entities, confirming the high value for Turkey, but also suggesting a relatively high value for FYROM (see Table A.5). With the

exception of Turkey, the literacy rates are quite high.

Country Gini Index Adult literacy rate
Croatia 29.0 98.1
FYROM 39.0 96.1
Turkey 43.6 87.4
Albania 311 98.7
Bosnia & Herzegovina 26.2 96.7
Montenegro é é
Serbia é é
Kosovo 30.0 94.3

Table A.5 - Gini and literacy rates14

The price levels of consumer electronic goods within Europe are very closely grouped, with the index numbers for 27 of 37 countries in the range 90 to
110, reflecting their easy tradability across borders. South-East Europe is mostly within the same range, though Montenegro has a significantly lower

price level (see Figure 6).
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14 http://hdrstats.undp.org/indicators/147.html

Figure 6 - Price level index for consumer electronic goods (2007)15
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However, the price level indices in 2006 for communications show much greater variation than for goods (see Figure 7). The countries of the Western
Balkans show some substantially lower prices than the EU-27 average.
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Figure 7 - Price level index for communications (2006)16

Cultural and economic factors lead to considerable variations in household spending patterns (see

Figure 8). Communications (the topmost segment) account for anywhere from 2.3% of household spending in Kosovo to 5.7% in Montenegro. For
comparison, in the EU-27 communications represent 2.8% of an average household spending.

15 Eurostat Statistics in focus 63/2008.
16 Eyrostat Statistics in focus 36/2008.

16
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Figure 8 - Breakdown of household expenditure (2006)17

17 Table 3.3 of Eurostat Pocketbook on candidate and potential candidate countries 2008 edition. KS-PF-08-001-EN-N.

17
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Electronic communications market value

The total value of the el ectroni c c billlmmio2007;asulistantiad increase fkom the previous gedr i(seeaTabded
A.6). The strong growth of mobile and Internet services over recent years have continued and seem likely to do so into the future.

2006 2007 2006-07 growth
Fixed voice telephony 5,063,455,024 5,394,233,619 6.53%
Internet services 686,811,535 963,492,108 40.28%
Mobile telecommunications 6,986,614,747 9,001,313,454 28.84%
Data communications 377,447,015 394,970,576 4.64%
Cable TV (excl. Internet) 91,440,462 90,819,534 -0.68%
Total 13,205,768,783 15,844,829,291 19.98%

Table A.6 - Total electronic communications markets revenues (Euro)

The greatest share of the market is represented by mobile telecommunications (see Figure 9). The next largest part is fixed voice, with much smaller
shares for the Internet, data communications and cable television.

Cable TV Internet
1% 6%

Fixed voice

o 34%
Data communications

Figure 9 - Electronic communications market in 2007

Electronic communications represents quite different proportions of the various economies (see Figure 10). While this reflects different levels and
patterns of spending and of production and supply within an economy it may also be affected by the accuracy of the measurement of the GDP.

at



Enlargement Countries Monitoring Report i September 30, 2008

The high values for Montenegro may indicate underestimation of the GDP though it is does match the high household spending on communications
(see

Figure 8).

Taking the individual GDPs from Table A4gi ves a tot al of U 4 Dillionlor dlectioricrcommuniicationk givast an @vérage &lue of
3.7%. This is heavily weighted by the lower Turkish value, excluding which the average is 5.2%.
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12005 5.68 7.78 3.58 6.18 7.55 11.67 4.53 6.79 2.62

W 2006 6.29 7.89 3.16 6.40 7.52 12.94 4.50 6.79 251
02007 4.87 7.38 3.19 6.67 5.44 14.74 5.03 6.45

Figure 10 - Electronic communications as a percentage of GDP

Breaking down the markets by economies and sectors, the patterns are inevitably dominated by the size of the Turkish markets (see Figure 11). To
remove the effect of the different sizes, the same data are presented as percentages in Figure 12.
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O Cable television 14,604,755 6,258,493 39,401,249 10,219,008 500,000 19,836,029 0
B Data communications 47,672,126 10,867,374 288,832,732 384,761 8,664,825 10,867,873 26,990,885 690,000
B Internet services 121,522,587 21,077,338 722,486,805 660,535 26,223,030 4,182,868 59,260,945 8,078,000
O Fixed voice 691,245,827 130,126,912 3,715,485,086 92,235,415 247,887,124 76,042,141 414,111,114 27,100,000
W Mobile 866,365,111 212,062,744 6,104,860,656 395,404,330 265,186,299 167,942,815 839,160,499 150,331,000
Figure 11 - Telecommunication markets in 2007
Note:
Albania: No revenue data reported for cable TV services.
Montenegro: Actual revenue data for 2007 are not available. The stated figures are estimated by Cullen International.
Kosovo: No revenue data reported for cable TV services.
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Figure 12 1 Composition of telecommunications markets in 2007

Looking at the same data calculated as per capita revenues (see Figure 13), gives yet another view of the markets. Turkey drops down to an average
level, while it is Croatia that shows the much larger size of market per capita. Again, it is Kosovo that has the lowest value.

21
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Figure 13 - Revenues per capita by sector

Fixed telephony market

Fixed network penetration and digitalisation rate

The numbers of active subscriber fixed lines are given in Table A.7, by technology and by type of customer. These are shown as penetration rates, i.e.,
as lines per 100 population, in Figure 14. Several fixed networks have shown declines in penetration rate as customers express a preference for GSM,
which is more personal and offers more flexible use and payment schemes. There are considerable differences in the levels of penetration of the fixed
network, with Albania and Kosovo at relatively low levels, while Croatia and Serbia have higher levels, but still substantially below the EU-27 average

and well below those of the EU-15.

22
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Country Total number of fixed By technology By user category
lime= PSTN ISDN Residential Business

Croatia 1,667,100 1,551,500 115,600 1,467,000 200,100

FYROM 463,597 441,249 15,703 407,453 49,499

Turkey 18,216,271 18,201,006 15,265 18,029,185 187,086

Albania 291,146 290,298 848 265,570 25,576

Bosnia & Herzegovina 1,024,942 993,544 30,741 877,366 146,919

Montenegro 176,289 157,393 18,896 154,059 22,230

Serbia 2,993,403 2,552,615 78,905 2,528,537 326,013

Kosovo 91,000 - - 91,000 -

Total 24,923,748 24,187,605 275,958 23,820,170 957,423

Table A.7 - Fixed network lines by technology and by user category in 2007

Notes:

ISDN: ISDN is offered in two forms: Basic Rate Access (BRA) and Primary Rate Access (PRA). BRA lines allow two telephone numbers and two simultaneous
calls, being used by households and smaller organisations. PRA lines enable 32 simultaneous calls and are normally used for larger organisations. The
number of ISDN lines is weighted for BRA and PRA.

FYROM: The total includes 6,645 other lines representing public payphones, internal and test lines of the incumbent operator.

Montenegro: The number of ISDN subscriptions at the end of 2007 was 7,278. On December 31, 2007 the number of ISDN-BA lines was 7,123 and number of ISDN-
PRA lines was 155. Thus, the total number of ISDN channels was (2 x 7,123) + (30 x 155) = 18,896.

Serbia: Fixed lines are given as fAimain | ineso.

Kosovo: Ipko, an alternative fixed network operator, was due to start its fixed telephony service in 2008, with only a few pilot projects in place during 2007.
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Figure 14 - Fixed lines per 100 population

The process of converting analogue networks to digital has been relatively slow, but should be completed within the period of the present monitoring
project. Table A.8 shows the levels in 2006 and 2007. Croatia, Montenegro and FYROM have had fully digital networks since the start of the previous
monitoring project in 2005. They were joined by Kosovo during that project, which had to rebuild its network and in doing so achieved full digitalisation.
Turkey and Bosnia & Herzegovina have almost reached the target. Serbia, which had less than 70 per cent in 2005, has made significant progress and
should reach 100 per cent by 2010.
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Country 2006 2007
Croatia 100.0 100.0
FYROM 100.0 100.0
Turkey 98.3 99.0
Albania 98.0 98.4
Bosnia & Herzegovina 98.4 99.0
Montenegro 100.0 100.0
Serbia 88.6 93.3
Kosovo 49.0 100.0

Table A.8 - Fixed network digitalisation rate (%)
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Figure 15 - Fixed network digitalisation rate (%)

Party or group lines serve two or more subscribers and remain a significant factor in the region (see Table A.9). These lines are a potential barrier to
any intensive use of the telephone service, such as dial-up Internet access and value added services. They are also an obstacle to local loop
unbundling and thus to broadband Internet access. Croatia, FYROM, Kosovo and Turkey now have no party lines. However, small but significant
percentages are still found in Montenegro, Bosnia & Herzegovina and Albania. Serbia has much the highest level of party lines and will take some time
to replace these.

25
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Country Multiple party lines

Total number As percentage of total fixed lines
Croatia 0 0.0
FYROM 0 0.0
Turkey 0 0.0
Albania 12,600 4.8
Bosnia & Herzegovina 41,002 4.0
Montenegro 3,244 1.8
Serbia 223,030 7.4
Kosovo 0 0.0
Table A.9 - Multiple party lines
Competition

The development of competition in fixed networks and services in each country has been determined by individual liberalisation processes. In some
cases, it has been gradual, with local and domestic long distance services being opened to competition at different times. Consequently, it is necessary
to consider separately the local and the national operators (see Table A.10). Public network operators are defined as those installing, managing and

operating a telecommunications transmission network to provide public telephony services or public network services.

Albania and Turkey are examples where competition at the local and the national level was not introduced at the same time. In Albania, rural local
networks and services were liberalised before national services. Currently there are 60 local or regional operators, but only the incumbent operator
provides services nationally. In Turkey, on the other hand, national networks were liberalised before local. Therefore, there are 32 operators providing
long distance services, but local services are only provided by the incumbent.

Country Local/regional public network operators National public network operators
Authorised operators Operators active in the market Authorised operators Operators active in the market

Croatia 15 10 15 10
FYROM 35 8
Turkey 1
Albania 60 60
Bosnia & Herzegovina 64 64 15 15
Montenegro 2 2
Serbia
Kosovo 2 1

Table A.10 - Competition in fixed telephony - public network operators
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Figure 16 7 National public fixed network operators
Notes:
Croatia: As at March 31, 2008.
FYROM: As at December 31, 2007.
Turkey: Only Turk Telekominikas y on  A. k. is authorised to provide these services. The oedly competi't
under Type 2 licences (see Table A.11).
Montenegro: There are only two licensed fixed operators: T-Com Montenegro (formerly Telecom Montenegro), the incumbent, and M:Tel, a mobile operator that also
provides fixed wireless access using WiMAX.
Serbia: Telekom Srbija is the only licensed fixed network operator on the market.
Kosovo: Ipko Telecommunications is the second authorised operator with a fixed telephony service due to commence commercial operations in 2008.
Country Local/regional public fixed voice telephony providers National public fixed voice telephony service providers
Total number of authorised Number of providers active in Total number of authorised Number of providers active in the
service providers the market service providers market
Croatia 52 40 52 40
FYROM 39 1 69 37
Turkey 1 1 32 32
Albania 60 6 1 1
Bosnia & Herzegovina 15 11 15 11
Montenegro 2 2 2 2
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Country Local/regional public fixed voice telephony providers National public fixed voice telephony service providers
Total number of authorised Number of providers active in Total number of authorised Number of providers active in the
service providers the market service providers market
Serbia 1 1 1 1
Kosovo 2 1 2 1
Table A.11 - Competition in fixed voice telephony i voice service providers
Notes:
Croatia: Status as of Q1 2008, includes licensed public fixed telephony network operators and authorised VolP providers.
FYROM: Status as at December 31, 2007.
Bosnia & Herzegovina: There are three incumbent operators.
Montenegro: There are two licensed fixed operators: T-Com Montenegro (formerly Telecom Montenegro) the incumbent and M:Tel, a mobile operator that provides
fixed wireless access using WiMax.
Serbia: Telekom Srbija is the only licensed fixed network operator.
Country VolP Cable TV
Croatia 37 2
FYROM 29 é
Turkey 32
Albania N/A
Bosnia & Herzegovina -
Montenegro
Serbia 0 0
Kosovo <] <]
Table A.12 - Competition in fixed voice telephony - VolP and Cable TV providers
Notes:
Croatia: As at Q1 2008.
FYROM: As at December 31, 2007.

Bosnia & Herzegovina:

Montenegro:

A fixed public telephone services can be deployed based on the principle of technology neutrality. All of the 8 licensed alternative voice telephony
providers offer VolP services.

PTT Inzenjering is the only cable television operator that provides VolIP services T it is included in the 8 licensed operators. The NRA granted 5 licences
for VoIP in September 2007 and a further 3 in February 2008.

Table A.13 shows the proportion of fixed subscriber numbers allocated to incumbent and alternative operators. It is an important indicator of the state of
competition in the fixed market, though it is not to suggest that all of the allocated humbers are in immediate use.
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Country Fixed incumbent operator (%) Alternative operators (%)
Croatia 91.7 8.3
FYROM 94.7 5.3
Turkey 100.0 0.0
Albania 57.7 42.3
Bosnia & Herzegovina 95.0 5.0
Montenegro 99.0 1.0
Serbia 100.0 0.0
Kosovo 95.4 4.6

Table A.13 - Competition in fixed telephony - numbers allocated by NRA

Figure 17 shows the trends over time of the numbers allocated to alternative providers.

The overall numbers given to alternative operators is still very small and in the cases of Turkey and Serbia no numbers has ever been allocated. By
contrast, Albania has assigned almost half of its fixed numbers, indicating a very strong basis for competition.
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Figure 17 - Percentage of fixed numbers allocated to alternative operators

Market shares can be measured in many different ways, by numbers of lines, customers, minutes of traffic and revenues. Table A.14 show the market
share of the respective incumbent operators by revenues and by minutes of traffic. It is given for both national calls and international calls, then as the
overall figure, the sum of the two other markets.

The continued dominance of the incumbent operators is very clear in every case for which there are data. The high market shares for international
traffic suggest that the basic measures to introduce competition, by opening international gateways have not been taken or have not been effective.
Alternative operators using carrier selection or VolP ought to be able to claim significant market shares with limited investment.

Country Overall market share National calls International calls
By retail revenue By minutes of traffic By retail revenue By minutes of traffic By retail revenue By minutes of traffic
Croatia 82.2 77.5 82.2 77.1 82.4 86.3
FYROM 99.8 99.9 100.0 100.0 97.6 99.4
Turkey 81.0 91.0 N/A 92.0 N/A 78.0
Albania 94.2 96.0 N/A 85.0 N/A 98.0
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Country Overall market share National calls International calls

By retail revenue By minutes of traffic By retail revenue By minutes of traffic By retail revenue By minutes of traffic
Bosnia & Herzegovina 99.0 99.0 100.0 100.0 98.0 98.0
Montenegro N/A 99.0 N/A N/A N/A N/A
Serbia 100.0 100.0 100.0 100.0 100.0 100.0
Kosovo 100.0 100.0 100.0 100.0 100.0 100.0
Table A.14 - Competition in fixed telephony-1 ncumbent operator6és mar ket share
Notes:

Bosnia & Herzegovina: Four alternative operators began to provide fixed telephony services (mostly international calls) at the end of 2007.

Montenegro:

The financial data for 2007 is not yet available, because annual reports of operators are not published until July 1 of the following fiscal year. Most of the
operators had not yet adopted their annual reports at the time of data collection. The same is true for traffic data.
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Voice over Internet Protocol (VolP) is now a well established service in the EU-27 and one frequently advertised in South-East Europe. Yet the market
shares for operators using VolIP appear to be relatively small (see Table A.15). The differences between the columns reflect the unit prices, so that
cheaper VolP calls will show as a lower percentage of revenues than minutes of traffic. Unfortunately, there are no data for Bosnia and Herzegovina,

Montenegro and Turkey.
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Country By retail revenue By minutes of traffic

Croatia 1.8 5.7
FYROM 0.357 12.3
Turkey N/A N/A
Albania 5.8 4.0
Bosnia & Herzegovina N/A N/A
Montenegro N/A N/A
Serbia 0.0 0.0
Kosovo 0.0 0.0
Table A.15 - Market share of VoIP operators (%)
Notes:

Croatia: Internet traffic is not included.
Turkey: Long distance service providers can provide VolIP services. There is no different licence type for VoIP services.

A cost-effective way for alternative carriers to take market share from incumbent operators is using carrier selection (CS) and carrier pre-selection
(CPS). Table A.16 shows the levels of adoption of both, broken down by national and international call destinations.

Country Subscribers using an alternative provider for voice telephony services through CS/CPS Total fixed lines Subscribers using an
and/or direct access for national and international calls alternative provider as a
Total number of subscribers Subscribers using an Subscribers using an percentage of total lines
using an alternative provider alternative provider for alternative provider for
national calls international calls
Croatia 345,200 N/A N/A 1,667,100 20.7%
FYROM 4,881 N/A N/A 463,597 1.1%
Turkey 2,367,320 N/A N/A 18,216,271 13.0%
Albania é é é 291,146 é
Bosnia & Herzegovina 7,958 283 7,675 1,024,942 0.8%
Montenegro 1,707 1,707 1,707 176,289 1.0%
Serbia é 2,993,403 0.0%
Kosovo é é 91,000 é

Table A.16 - Subscribers using alternative providers for voice telephony services
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Notes:

FYROM: The NRA asked for the total number of subscribers using carrier selection, without requiring that they be broken down by the destination of the call. In May
2008 a regulation was adopted introducing carrier selection for local calls.

Bosnia & Herzegovina: The reference date is February 2, 2008.

Montenegro: On December 31, 2007 alternative fixed operator M:Tel had 1,707 subscribers or 0.97% of total number of fixed subscribers.
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Figure 19 - Subscribers using alternative providers as percentage of total number of fixed lines
Mobile market

Mobile subscribers

At the end of 2007 there were 85 million subscribers of mobile services (see Table A.17). The rise in the levels of mobile penetration rates has been
rapid and sometimes dramatic (see Figure 20). The most significant growth in the penetration rates in 2007 was observed in four countries where new
operators entered the mobile market in 2007: Montenegro (by 65%), the FYROM (by 26%), Serbia (by 24%) and Kosovo (by 24%). Most of the entities
will soon catch up with the EU-27 average and can be expected to exceed that level, joining Serbia and Montenegro.

However, these numbers are not to be taken to mean that everyone in South-East Europe has a mobile phone. There appear to be significant numbers
of plastic roamers that is people with multiple SIM cards who switch to a local operator on moving between the entities or on moving into South-East
Europe from the rest of the Europe. Some others may have multiple domestic SIM cards in order to exploit particularly attractive tariffs or to ensure
network coverage.
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Country Total number of active subscribers Penetration rate (%)
Croatia 5,034,600 113.4
FYROM 1,946,716 96.2
Turkey 62,874,885 89.0
Albania 2,322,436 73.2
Bosnia & Herzegovina 2,450,425 63.8
Montenegro 1,045,981 168.7
Serbia 8,452,642 112.7
Kosovo 1,080,000 54.0

Table A.17 - Mobile subscribers

Notes:

Albania: The definition of active subscribers is given for two mobile operators, based on the terms of use of recharging cards for pre-paid users.
AMC: The ALBAKARTA service can be used for 12 months from activation. If the credit is used up before this period then a customer continues to receive
calls for another 6 months.
Vodafone Albania: The subscriber can make as many phone calls as are allowed by the value of its credit, until 6 months after the activation of the SIM
card. Airtime duration is for 6 months and cannot be transferred to another SIM card. If the credit of the SIM card has finished, the subscriber can still
receive phone calls until 6 months from the card activation. If the SIM card credit has not been consumed within 6 months, the subscriber loses its right to
use the remaining credit.

Montenegro: As at January 1, 2008. Pre-paid card subscribers are dropped after 12 months of inactivity. The main tourist season is June to August when large numbers
of pre-paid cards are sold. The penetration is calculated using the most recent official data on population: 620,145 at the end of 2003.

Serbia: Telenor (formerly Mobi63) is for the territory of Serbia excluding the Kosovo and Metohia regions. Telekom Serbia includes a number of subscribers in the
Kosovo and Metohia regions.

Kosovo: Ipko has 250,000 mobile subscribers and Vala has 830,000 subscribers. Ot her unl i censed or fAil edkegal 0 operators are no;

Di screpancies also arise from di f f-gpad eustbmemp Foaexample, @denor uses theeé mamthsn whilead/odafégnea ct i ve o p
uses thirteen months. In Bosnia & Herzegovina the periods are 90 days for BH Telecom and 9 months for m:tel, while in Kosovo they are one year for

IPKO and four months for Vala. Promonte, in Montenegro, uses different periods depending on the tariff option, ranging from 90 days to almost one

year.
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0 Jan-2003 52.7 18.0 335 26.0 19.7 67.4 32.1 135
B Jan-2004 57.5 29.9 39.4 34.0 28.7 62.7 43.8 15.2
m Jan-2005 64.0 49.0 48.9 38.6 34.2 77.9 57.9 16.0 84.6
0 Jan-2006 82.1 62.4 61.1 48.0 42.3 87.6 73.5 18.0 95.0
m Jan-2007 99.0 70.1 72.2 61.0 48.6 103.0 88.6 29.5 103.2
m Jan-2008 113.4 96.2 89.0 73.2 63.8 168.7 112.7 54.0 111.8
Figure 20 - The rise of mobile penetration
Note:
EU-27: The values are for October of the previous year, as reported in the annual EC implementation reports.

The great majority of customers use the prepaid service, rather than the subscription or postpaid service (see Table A.18). In Kosovo nearly all the
customers are prepaid, with the second operator only recently launching a postpaid option. Albania has a slightly lower level at 94 percent.

The very high levels of pre-paid customers raises questions about the move to broadband and mobile value added services, where a different business
model may be necessary.
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Country Prepaid mobile subscribers (%) Postpaid (monthly paid) mobile subscribers (%)
Croatia 75.96 24.04
FYROM 79.86 20.14
Turkey 79.90 20.09
Albania 93.84 6.16
Bosnia & Herzegovina 89.26 10.74
Montenegro 79.97 20.03
Serbia 80.00 20.00
Kosovo 98.46 1.54

Table A.18 - Mobile subscribers - prepaid and postpaid

Notes:
Croatia: Information is for 2007.
Turkey: 50,237,153 prepaid mobile subscribers and 11,738,654 postpaid mobile subscribers.
Montenegro: 836,509 prepaid subscribers; 209,472 postpaid subscribers.
Kosovo: PTK has 98% prepaid mobile subscribers and 2 % postpaid mobile subscribers. IPKO has 100% prepaid mobile subscribers. IPKO launched postpaid
services on June 4, 2008.
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Figure 21 - Mobile subscribers - prepaid and postpaid
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Licensed mobile operators

With the exception of Kosovo, there are now three network operators licensed to serve each market (see Table A.19). In Serbia, FYROM and
Montenegro the operators have also been assigned 1.9 and 2.1 GHz bands for use for 3G services. Turkey had attempted to license spectrum for 3G,
but had generated little interest. Now that MNP will be available and with the Zain Group expressing an interest, a successful 3G auction should be
possible, and the regulator announced plans to grant three 3G licences before the end of 2008.

Country Operators licensed for provision of public mobile communications services
Operator System/Technology Spectrum (MHz) Licence (date of issue) Date of expiry
Croatia T-Mobile Hrvatska GSM 900 & 1800 September 16,1999 September 16, 2009
UMTS 1900 & 2100 October 18, 2004 October 18, 2024
VIPnet GSM 900 July 1, 1999 July 1, 2009
UMTS 1900 & 2100 October 18, 2004 October 18, 2024
Tele2 GSM 1800 December 22, 2004 December 22, 2024
UMTS 1900 & 2100 December 22, 2004 December 22, 2024
FYROM T-Mobile (former Mobimak) GSM 900 June 5, 2001 2018
Cosmofon GSM 900 November 22, 2001 2023
UMTS 1900 & 2100 February 2008 2018
VIP Operator (former Nov Operator) | GSM 900 & 1800 March 26, 2007 2017
Turkey Turkcell Communications Services GSM 900 April 27, 1998 2023
Vodafone Communications Services | GSM 900 April 27, 1998 2023
Avea Communications Services GSM 1800 January 11, 2001 2026
Albania Albanian Mobile Communications GSM 900 & 1800 August 19,1999 2014
Vodafone Albania GSM 900 & 1800 June 9, 2001 2016
Eagle Mobile GSM 900 & 1800 March 1, 2004 2019
Bosnia & BH Telecom (BH Mobile) GSM 900 & 1800 October 12, 2004 2019
Herzegovina Telekom Srpske (M:Tel) GSM 900 & 1800 October 12, 2004 2019
HT Mostar (HT Eronet) GSM 900 &1800 October 12, 2004 2019
Montenegro T-Mobile Montenegro GSM 900 & 1800 January 1, 2002 2017
UMTS 1900 & 2100 April 11, 2007 2022
M:Tel GSM 900 & 1800 April 21, 2007 2022
UMTS 1900 & 2100 April 21, 2007 2022
ProMonte GSM 900 & 1800 January 1, 2002 2017
UMTS 1900 & 2100 April 13, 2007 2022
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Country Operators licensed for provision of public mobile communications services
Operator System/Technology Spectrum (MHz) Licence (date of issue) Date of expiry
Serbia MTS 7 Mobilna Telefonija Srbije GSM, UMTS 900 & 1800, 1900 & 2100 July 28, 2006 July 28, 2016
Telenor GSM, UMTS 900 & 1800, 1900 & 2100 August 31, 2006 August 31, 2016
VIP GSM, UMTS 900 & 1800, 1900 & 2100 December 1, 2007 December 1, 2017
Kosovo Vala GSM 900 July 30, 2004 2019
IPKO GSM 900 & 1800 March 6, 2007 2022
Table A.19 - Licensed mobile operators
Notes:
Albania: Eagle Mobile is currently using only 900 MHz but has the right to use 1800 MHz which it is expected to do during the course of 2008.
Croatia: http://www.telekom.hr/Default.aspx?sec=22
Serbia: All three operators can automatically extend the period of the validity of the licences for additional 10 years.

Market shares of mobile operators, by revenue and by subscribers

Measuring market shares for mobile networks is more difficult than for fixed, given the problems with accurate and comparable customer numbers.
Table A.20 shows the various market shares, based on subscriber numbers and on revenues. There are considerable variations between the two
columns, reflecting different types of customers, for example, high spending business customers and the rural poor. Operators later in entering the

market struggle to get a proportionate share of higher spending customers.

Country Mobil e operatorsd mar ket shares (
Based on subscribers Based on revenues
Croatia T-Mobile Hrvatska 43.37 51.98
VIPnet 43.29 42.81
Tele2 9.34 5.21
FYROM T-mobile 62.29 72.09
Cosmofon 30.46 27.20
VIP 7.25 0.69
Turkey Turkcell Communications Services 57.00 65.00
Vodafone Communications Services 27.00 21.00
Avea Communications Services 16.00 14.00
Albania Albanian Mobile Communications 51.46 51.70
Vodafone Albania 48.54 48.30
Eagle Mobile N/A N/A
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Country Operator Mobil e operatorsd mar ket shares (
Based on subscribers Based on revenues
Bosnia & Herzegovina BH Telecom (BH Mobile) 43.64 45.74
Telekom Srpske (M:tel) 35.92 33.57
HT Mostar (HT Eronet) 20.44 20.69
Montenegro T-Mobile Montenegro 33.81 38.03
M:Tel 24.90 5.36
ProMonte 41.30 56.61
Serbia MTS 1 Mobilna Telefonija Srbije 59.39 55.24
Telenor 34.58 43.07
VIP mobile 6.03 1.69
Kosovo Vala 76.85 99.39
Ipko 23.15 0.61

Table A.20 - Market shares of mobile operators

Notes:

Albania: Eagle Mobile launched its service on March 13, 2008 so that its market share was very small. The latest number of users was about 1,000, compared to
2.3 million mobile users of the other networks in Albania.

Montenegro: On December 31, 2007 the number of mobile subscribers (pre-paid and post-paid) was: 353,606 for T-Mobile, 260,403 for M-Tel and 431,972 for

ProMonte. The financial data for 2007 had not been available at the time of data collection, revenue based market shares estimated by Cullen
International.

The level of concentration of a market can be measured in a number of different ways. The Herfindahl-Hirschmann Index (HHI), the sum of the squares
of the market shares, is commonly used in assessing concentration in competition law. In any mobile market the value of the HHI will depend on the
number of players licensed and operational, thereafter the value reflects to the degree of concentration or market power. In a market with three players
with equal market shares the HHI would be 33.332 + 33.332 + 33.332 = 3333, which is the lowest value possible for all the entities, except Kosovo where
the lowest value possible would be 5000.

Figure 22 shows the HHIs for SE Europe using the operator revenues, where these are available. Only Bosnia comes close to an even distribution of
market shares, with some of the other values relatively high. If, in the medium term, the HHIs do not decline, it would suggest the need to consider
measures to increase competition.
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Figure 22 - Mobile market concentration levels

Table A.21 shows the fees and charges for the 3G/UMTS mobile network licences (that have been granted in Croatia, FYROM, Montenegro and
Serbia), usually some sort of one-off fee, usually decided by auction, and annual fees, typically set as percentages of revenues.

Country Licensees One-off fees Annual fees Deadline for Coverage and roll-out obligations
service launch
Croatia October 2004: HRK 132m ( G18m| Spectrum fee of HRK 5m June 2005 1 25% of population within two years
1  T- Mobile Hrvatska (u688,900) for 1  50% of population within five years
frequency block
1  VIPnet
1% revenue from UMTS
service
December 2004: HRK 172m (424 m| Spectrum fee of HRK 5m August 2005
Tele2 for acomblned 2G/3G (u688,900) for year population territory
concession frequency block
1% revenue from UMTS 1 14% 1%
service 2 33% 7%
3 50% 19%
4 65% 36%
5 71% 51%

40
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Country Licensees One-off fees Annual fees Deadline for Coverage and roll-out obligations
service launch
FYROM February 11, 2008: G610, 050,000 421,000 per 1 August 2008 1  50% of population within one year
Cosmofon f  80% of population within three years
Turkey No UMTS licences - - - -
Albania No UMTS licences - - - -
Bosnia & No UMTS licences - - - -
Herzegovina
Montenegro April 13, 2007: G4.01m (of f er e]| 1% ofannual revenue July 1, 2007 By the end of each successive year:
Promonte tender procedure) 40.0%, 60.0%, 75.0%, 87.0% and 97.0%
of the population.
April 11, 2007: G62.4m (of fer ed]| 1% of annual revenue November 1, 2007 By the end of each successive year:
T-Mobile Montenegro tender procedure) 11.0%, 20.0%, 28.0%, 37.0%, 53.0% of
the population.
April 21, 2007: 016m f ored@SMmb i | 1% of annual revenue July 1, 2007 GSM - by the end of each successive
M-Tel 900/1800 and UMTS licence year: 95.9%, 98.8%, 99.2%, 99.4% and
(offered in public tender 99.5% of the population.
procedure) UMTS - by the end of each successive
year: 75.2%, 80.5%, 83.9%, 86.3% and
89.1% of the population.
Serbia July 2006: MT S : _l] 0 ( repla|Y RSD 80m ( 01 m| January 2007 1  25% of population within 24 months
1 MTS previously issued licence) 1 0.9% of annual revenue 1 60% of population within 36 months
thereafter
August 2006: ual. 5_ 4bn _ f or a f RSD 55m ( a7 2| February 2007 1 25% of population within 24 months
1 Telenor 2G/3G licence (including 2007 1 60% of population within 36 months
operations of the former Mobi | ¢ (.99 of annual revenue
063) thereafter
December 2007: 06320m for a c ol 0.9% ofannual revenue, May 2008 1  25% of population within 24 months
VIP mobile licence starting from 2008 f  60% of population within 36 months
Kosovo No UMTS licences - - - -
Table A.21 - Mobile operators licensed to offer 3G/UMTS services
Notes:
Montenegro: Licences were offered in public tender procedures. The first year of the coverage commitments started on the date the licence entered into force.

One-off fees: Determined by public tender procedure, minimum set by the Ministry of Maritime affairs, Transportation and Telecommunications to
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Internet and broadband

Fixed broadband access

The division between broadband and narrowband connections is shown in Table A.22. In line with EC practice in recent Implementation Reports and
statistics, broadband capacity is defined as equal to, or more than, 144 kbit/s.

Dial-up is still predominant in Bosnia & Herzegovina, Croatia, Montenegro and Serbia. FYROM has a majority of broadband, but still has significant
numbers of dial-up lines. Turkey have few dial-up customers, possibly in areas where broadband is not accessible.

Country Total number of Internet connections
Narrowband (dial-up) connections Broadband connections (all technologies)
Croatia 793,300 387,000
FYROM 173,132 243,287
Turkey 20,917 4,616,296
Albania 25,000 2,056
Bosnia & Herzegovina 189,059 84,693
Montenegro 106,696 16,135
Serbia 685,397 325,730
Kosovo - 76,370

Table A.22 - Total number of Internet connections

Notes:
Bosnia & Herzegovina: Dial up connections are connections to the Internet via analogue modem and connections via ISDN.
Montenegro: In 2007 the number of registered internet subscribers in Montenegro was 95,816 (T-Com Montenegro: 95,816; MontSky: 10,500 and MNNews: 380). Total

number of ADSL lines was 14,428 = 10,863 residential + 3,565 business. There were also 1,707 WiMAX users (M:Tel).
Kosovo: All connections offered by all ISPs in Kosovo are broadband (only PTK-Dardanet still offers dial-up, although presumably a negligible proportion).
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Figure 23 - Number of Internet connections

Table A.23 shows the number of ISPs active on the market. Although some of these numbers appear impressive, the market shares held by the
incumbent operator, where available, suggest that these ISPs are not having an easy time. In almost all cases the incumbent operator has a majority of
the market, sometimes with fewer connections, but invariably with higher revenues, suggesting it holds the higher spending customers.

43



Enlargement Countries Monitoring Report i September 30, 2008

Country Total number of ISPs I ncumbent | SP6s mar ket s
By revenue By number of connections
Croatia 37 73.80% 88.66%
FYROM 99 57.83% 48.48%
Turkey 77 85.02% 94.46%
Albania 32 N/A N/A
Bosnia & Herzegovina 60 65.81% 53.72%
Montenegro 6 active (13 licences issued) N/A N/A
Serbia 159 N/A 9.8%
Kosovo 9 N/A 12%
Table A.23 - Internet users and connections - ISPs
Notes:
FYROM: The number of companies which have submitted a notification to the NRA that they will provide data communications networks/services.
Montenegro: The first two licences were issued to Internet Crna Gora (now T-Com Montenegro) and MontSky. In July 2005 the NRA issued 3 licences for Wi-Fi
operators, offering local services: Zirex in Kotor, Mina Infomont in Podgorica, Neboelectronic in Herceg Novi. In February 2006 the NRA licensed VIP
Broadband Montenegro Ltd. Niksic. In December 2006 it licensed: Dasto Montel Ltd. Cetinje and Cabling d.o.o. Budva. In 2007 the NRA issued WiMAX
licences to Broadband Montenegro Podgorica, T-Mobile Montenegro and M:Tel, then in 2008 to ProMonte and an ISP licence to PTT Inzenjering. Only 6
ISP provide internet services at this moment: T-Com Montenegro, MontSky, Mina Infomont, T-Mobile, ProMonte and M-Tel.
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The following section provides information on the deployment of fixed broadband access lines by incumbent operators and their subsidiaries or partners
and by new entrants (alternative telecommunication operators or ISPs) to end-users (see Table A.24). Mobile broadband connections, including UMTS
and HSDPA cellular wireless data communications, are covered in a separate section.

Country Operator Total number of xDSL Cable modem Leased lines FTTx FWA Other
broadband connections
connections
(all technologies)
Croatia Incumbent 345,397 344,925 - 472 - - -
Alternative operators 41,622 24,833 10,369 1,385 - 4,914 121
FYROM Incumbent 48,214 48,214 - 149 - - -
Alternative operators 50,892 7,818 27,565 206 - 15,509 -
Turkey Incumbent 4,360,466 4,353,255 - 7,211 - - -
Alternative operators 211,898 156,694 41,109 - - - 6,884
Albania Incumbent 2,056 1,305 N/A 751 - - -
Alternative operators N/A N/A N/A N/A - - -
Bosnia & Incumbent 38,584 37,635 - 949 - - -
Herzegovina Alternative operators 46,109 - 29,412 191 - 16,448 58
Montenegro Incumbent 14,428 14,428 0 167 0 64 0
Alternative operators 1,707 0 0 0 0 1,707 0
Serbia Incumbent 131,066 130,088 0 407 0 - 571
Alternative operators 194,664 69,574 87,731 6,057 0 - 31,302
Kosovo Incumbent 10,786 10,720 N/A 66 0 2,842 -
Alternative operators 76,370 - 58,033 95 210 - 4,470
Table A.24 - Number of fixed broadband connections with breakdown by operator and technology
Notes:
FTTx: This includes Fibre To The Curb (FTTC), Fibre To The Home (FTTH), Fibre To The Premises (FTTP), etc.
Montenegro: In 2007 total number of ADSL was 14,428 (10,863 residential and 3,565 business users). M:Tel also had 1,707 WiMAX users.
Kosovo: Other technologies are represented by WiFi connections.

Broadband penetration rate, measured as the overall number of broadband lines divided by the national population, is significantly below the EU-27
average rate that in January 2008 was 20%. The average broadband penetration rate for eight countries was 5.80%. The highest broadband
penetration level was observed in Croatia (8.71%) and Turkey (6.30%), which is comparable to the level of Romania and Bulgaria that joined the EU in

2007.
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Figure 25 - Broadband penetration rate, January 2008
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Figure 26 7 Fixed retail broadband connections by incumbent and alternative operators
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Broadband markets are dominated by fixed incumbent operators in Croatia, Turkey, Albania and Montenegro, where xDSL is the main access
technology. A different situation is observed in FYROM, Bosnia and Herzegovina, Serbia and in particularly in Kosovo, where competitors are using
alternative infrastructures i cable and to some extent also fixed wireless access networks.

OOther
OFWA
OFTTx
B Leased lines
B Cable
OxDSL

HR MK TK AL BA ME RS XK

Figure 27 1 Fixed retail broadband connections by technology
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Table A.25 shows the retail DSL lines supplied by the incumbent operator and by an alternative operator. The lines from alternative operators are then
broken down by those supplied using one of three types of wholesale offer from the incumbent operator and those delivered on its own network.

In Croatia, the position of the incumbent operator is extremely strong, with the alternative operators having only 6.7% of the market. Even then, most of
those lines are supplied by the incumbent as a wholesale BSA product. By comparison, the position in Serbia is more equitable, with the incumbent
having 51%, but then it has 100% of the wholesale market, as it supplied the BSA to the alternative operators.
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Incumbent

Total number

Country Breakdown of alternative operatorsd xDSL | ine
0 p.e Fal @ rgtall ALl Full LLU access Shared access Bitstream access Resale Own network
retail xDSL lines by
lines alternative
operators
Croatia 344,925 24,833 2,671 355 16,842 - 4,965
FYROM 48,214 7,818 - -
Turkey 5,000,000 250,000 - - 8,206 250,000 -
Albania - - -
Bosnia & 37,635 - - - - - -
Herzegovina
Montenegro 14,428 - - - - - -
Serbia 62,783 58,732 - - 58,732 - -
Kosovo 10,720 - - - - - -
Table A.257 Competition in retail xDSL
Notes:
FYROM: The commercial launch of LLU was on May 12, 2008.
Turkey: The incumbent operator Turk Telekom (TT) does not provide DSL service at the retail level but only provide services for resale, including to its own ISP

subsidiary, TTNet . TTNet has approximately 5 million subscribers as of July 08. The alternative operators have approximately 250 000 subscribers which
have been acquired by resale method. The operators plan to migrate most of their subscribers from resale to BSA method during the next few months.

LLU process has been initiated in January 2008 with a few hundred subscribers.

Bosnia & Herzegovina: The NRA adopted its LLU Rule in May 2008.

The figure below show the level of competition in XDSL broadband in Croatia, FYROM, Serbia and Turkey with the type of wholesale access offers used
by the alternative operators. These are the four countries where there is an emerging competition in the provision of retail xDSL services on the basis of
wholesale offers from the incumbent operators.
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Figure 28 1 Competition in retail xDSL in Croatia, FYROM, Serbia and Turkey
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Table A.26 shows the highest speeds available for broadband Internet access. Croatia is much the fastest, with offers of 16 Megabits per second to the
customer on both DSL and cable, though with non-incumbent operators lagging significantly behind the incumbent operator.

Country Incumbent operator over Largest alternative operator Cable operator FWA operator FTTH operator
DSL over DSL
downstream upstream downstream upstream downstream upstream | downstream upstream downstream upstream

Croatia 16 Mbps 768 kbps 6 Mbps 640 kbps 16 Mbps 1 Mbps 3 Mbps 512 kbps - -
FYROM 4 Mbps 512 kbps 2 Mbps 512 kbps 4 Mbps 512 kbps 1.5 Mbps 384 kbps - -
Turkey 4 Mbps 1 Mbps 4 Mbps 1 Mbps N/A N/A N/A N/A N/A N/A
Albania N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Bosnia & 4 Mbps 256 kbps - - 4 Mbps 384 kbps 4 Mbps 384 kbps - -
Herzegovina

Montenegro 2 Mbps 256 kbps - - - - 2 Mbps 256 kbps - -
Serbia 1.5 Mbps 192 kbps 1.5 Mbps 192 kbps 1.5 Mbps 512 kbps N/A N/A N/A N/A
Kosovo 4 Mbps 512 kbps - - 8 Mbps 512 kbps N/A N/A N/A N/A

Table A.26 - Fastest advertised retail broadband connection

Notes:
FYROM: The providers are, from left to right: Makedonski Telekom, On.Net, Cabletel and Wi-Fi On.Net.

The OECD published data on speeds available from operators across its thirty members for October 2007 (see Figure 29).18 In order to make the figure
readable, the value of 1 Gigabit per second, the fastest incumbent speed in Japan, has been excluded.

18 http://lwww.oecd.org/sti/ict/broadband
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Figure 29 - Average and fastest broadband speeds in the OECD

Turkey has the slowest average speed in the OECD. By comparison, Croatia would be in the middle of the OECD range for DSL, while Serbia would be
at the bottom, alongside Slovakia. However, the cable modem speeds are all at the slower end of the range, with 20-30 Megabits per second being

typical top speeds.

Mobile broadband
As noted in Table A.19 a significant number of assignments of 3G licences have been made and more are likely to issued in the near future.

So far, spectrum licences for provision of 3G/UMTS services have been issued in Croatia, FYROM, Montenegro and Serbia. Further 3G spectrum
assignments are expected to take place in the near future in FYROM and Bosnia and Herzegovina. Croatia has already achieved a significant number
of 685.000 UMTS subscribers from all the three mobile operators, while Serbia has 250,000 active UMTS subscribers using services of two mobile
operators, MTS and Telenor. In FYROM, Cosmofon has launched commercial UMTS services in August 2008. The information about the number of

active UMTS subscribers in Montenegro is not available.
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Broadband wireless access (BWA) i licences

Table A.27 shows the status of BWA spectrum licensing (also referred to as wireless local loop). The table does not include Wi-Fi networks operated in
the 2.4 GHz and 5 GHz frequency bands.

Country Frequency Status and number of licences Size of the spectrum block Period of licence Restrictions on
bands National/Regional operators applying
(GHz) for BWA licences
(e.g. fixed, mobile,
nomadic)
Croatia 3.4-3.6 By April 2008, the NRA had issued 50 regional 2 x 21 MHz or 2 x 14 MHz per Regional i 8 years No
concessions for BWA in the 3.5 GHz band in 20 Croatian licence County i 8 years
counties and the District of Zagreb. For each licensing region, there are
In each of 14 counties 3 concessions have been issued, 4 | 3 blocks of 2 x 21 MHz and 1 block
concessions have been issued for a region of 4 of 2 x 14 MHz.
neighbouring counties, 2 concessions have been issued
for a region of 2 neighbouring counties and 2 concessions
in the District of Zagreb.
11 concession requests are currently being considered.
One operator, Novi Net has launched commercial WiMAX
services.
FYROM 3.4-3.6 By September 2007, the AEC had issued 20 frequency 2 x 14 MHz per each frequency 10 years Only fixed services
authorisations for BWA spectrum in the 3.5 GHz band: authorisation should be provided
1 2 (two) of them are for national coverage through BWA.
M 18 (eighteen) are regional: 3 (three) frequency
authorisations per each of 6 regions
Turkey - - - - -
Albania - - - - -
Bosnia & - - - - -
Herzegovina
Montenegro 3.4-3.6 3 national licences issued in April 2007 2 blocks of 2 x 21 MHz and 1 block 5 years No
of 2 x 14 MHz
3.6-3.8 1 national licence issued in October 2007 2 x 21 MHz
Serbia 3.4-3.6 No FWA license issued yet. Proposed: - -
Licensing process is under consideration. Number of 3 blocks of 2 x 21 MHz and 1 block
3.6-3.8 licences has not been decided yet. The available spectrum | of 2 x 24.5 MHz

blocks are defined in Official Gazette No. 17 of Feb. 13,
2008.

4 blocks of 2 x 21 MHz and 1 block
of 2 x 14 MHz



http://www.telekom.hr/Default.aspx?sec=30
http://www.telekom.hr/Default.aspx?sec=30
http://www.telekom.hr/Default.aspx?sec=30
http://www.novi-net.hr/
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Country Frequency Status and number of licences Size of the spectrum block Period of licence Restrictions on
bands National/Regional operators applying
(GHz) for BWA licences
(e.g. fixed, mobile,
nomadic)
Kosovo 3.4-3.6 No FWA license issued yet. Proposed: - -
TRA has prepared Consultation on a national strategy for 4 blocks of 2 x 21 MHz
implementing FWA. The consultation was opened for
comments from March 5 to April 5, 2008.
Table A.27 - Broadband wireless access (BWA) i licences
Notes:
Montenegro: There are 4 national licences in the 3.4-3.6 GHz awarded (M-Tel, Broadband Montenegro, T-Com Montenegro, ProMonte). The Rulebook on the issuing

and general register and special licences (Official Gazette No. 08/2002) describes in details the procedure and way of issuing the licenses. Frequency
bands for WLL (FWA) are defined in Frequency Allocation Plan (Official Gazette No. 11/2005).

Public Wireless Local Area Networks (WLAN)

Country Full frequency bands Licensing requirements for provision of access to public network Availability of commercial services
available
2.4 GHz 5 GHz Number of WiFi Number of
providers registered hotspots
Croatia Yes Yes General authorisation with notification to the NRA 10 -
FYROM Yes Yes General authorisation with notification to the NRA 14 N/A
Turkey Yes Yes General authorisation for provision of Internet services N/A N/A
(indoor only)
Albania Yes Yes General (class) licence - N/A
From July 1, 2008 under the new Law on Electronic Communications,
general authorisation with notification to the NRA is foreseen
Bosnia & Yes No General (class) licence for provision of Internet services All providers with a N/A
Herzegovina general licence have the
right to provide Wi-Fi.
Montenegro Yes Yes Individual licence for provision of Internet services 2 29 (21+8)
Serbia Yes Yes General authorisation without notification N/A 659
Kosovo Yes Partially Individual licence >100 N/A

Table A.28 - Public Wireless Local Area Networks (WLAN/WiFi)



http://www.art-ks.org/docs/cons/FWA_En.pdf

Notes:
FYROM:

Kosovo:
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Currently, the questionnaire used by the NRA does not request the number of hotspots deployed by WiFi providers.
Bosnia & Herzegovina: ISPs have no obligation to register hot spots, but the NRA estimates that there are about 1,000 hotspots.
Part of the 5 GHz spectrum is being used by KFOR, therefore it is only partially available.

Control of major operators by foreign investors

This table shows which key foreign strategic investors have a controlling interest in fixed and mobile operators, and ISPs, with the percentage of shares
held, where available.

Country Investor Operators
Fixed Mobile ISP
Croatia Deutsche Telekom HT- Hrvatske Telekomunikacije - 51% | T-Mobile Hrvatska i 51% HT- Hrvatske Telekomunikacije - 51%
Iskoni 51% (100% owned by HT)
Tele2 Sweden - Tele2 - 93% -
Telekom Austria/Mobilkom VIPNet - 100% VIPNet - 100% VIPNet - 100%
FYROM Deutsche Telekom Makedonski Telekom i 33.60% T-Mobile i 33.60% Makedonski Telekom 7 33.60%
(56.67% owned by Magyar Telekom) (100% owned by Makedonski Telekom)
Cosmote (OTE) Cosmofon i 100%
Telekom Austria/Mobilkom VIP mobile 1 100%
Telekom Slovenia On.Net - 83.38% On.Net - 83.38%
Akton Slovenia Akton i 100%
Nexcom Telecommunications | Nexcom Macedonia - 100%
LLC USA
Turkey Oger Telecom Tée¢rk Tel ekomg+b66% as | Avea - 44.55%
TeliaSonera Turkcell 1 13.07%
Vodafone Group Vodafone - 100%
Albania Cosmote (OTE) AMC - 85%

Vodafone Group

Vodafone Albania - 100%

Calik Eneriji
Telecommunications
(consortium of Calik Enerji
and Turk Telecom)

Albtelecom i 76%

Eagle Mobile - 76%

Telecom Slovenije

Albania Online (AOL) - 75%

Albania Online (AOL) - 75%

Albanian Fibre Backbone (AFB) - 66%
(through AOL)
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Country

Investor

Operators

Fixed

Mobile

ISP

Bosnia &
Herzegovina

Telekom Srbije

Telekom Srpske - 65%

M:Tel i 65%
(100% owned by Telekom Srpske)

Teol i 65%
(100% owned by Telekom Srpske)

HT- Hrvatske
Telekomunikacije (Croatia)

HT Mostar - 39.1%

HT Eronet - 44.33%

Telecom Slovenije

Aneks i 100%

Montenegro Deutsche Telekom T-Com Montenegro i 45.53% T-Mobile Montenegro i 45.53% T-Com Montenegro i 45.53%
(76.53% owned by Magyar Telecom) (76.53% owned by Magyar Telecom) (76.53% owned by Magyar Telecom)
Telenor ProMonte - 100%
Telekom Srbije M-Tel - 90%
Serbia OTE Telekom Srbija - 20% m:ts - 20%
Telenor Telenor - 100%
Telekom Austria/Mobilkom VIPmobile - 100%
Kosovo Telekom Slovenije/Mobitel IPKO - 75% IPKO - 75% IPKO - 75%

Table A.29 - Control of major undertakings by foreign investors

Key financial ratios of the fixed incumbent operators

The most commonly used financial ratios in the assessment of the performance of telecommunications operators are:

Return on Capital Employed (ROCE) - the net profit before interest and taxes divided by the total capital employed:;

9 Earnings Before Interest, Taxes, Depreciation and Amortization (EBITDA) margin - EBITDA divided by operating revenues; and

9  Earnings Before Interest and Taxes (EBIT) margin i the EBIT divided by operating revenues.

Return on Capital Employed (ROCE) is a measure of the returns that an operator realises from the capital it uses. The ratio can represents the
efficiency with which capital is being used to produce revenue. ROCE is used both to compare the performance of different businesses and to assess
whether a business generates sufficient returns to pay for its cost of capital.

ROCE compares earnings with capital invested in the company, taking into account sources of financing. Net assets or capital employed are examined
rather than total assets. Capital employed can have many definitions, though, in general, it is the capital investment necessary for a business to
function. It is commonly represented as the total assets less the current liabilities or fixed assets plus working capital. The main drawback is that it
measures return against the book value of assets. As these are depreciated, the ROCE will increase even though cash flow has remained the same.
Thus, older businesses with depreciated assets will tend to have higher ROCE than newer, possibly better businesses. In addition, while cash flow is
affected by inflation, the book value of assets is not. Consequently, revenues increase with inflation while capital employed generally does not (as the

book value of assets is not affected by inflation).
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The net income of a company is affected by decisions that the company made in previous years. This is because of the differences between accrual
accounting and cash-based accounting. Some purchases can be depreciated or amortized over 20 years or more, with a negative impact on the net
income long after the actual financial effects of the purchases have ceased.

The use of Earnings Before Interest, Taxes, Depreciation, and Amortization (EBITDA) does not suffer from this distortion, allowing investors a better
understanding of the profitability of the company. Depreciation and amortization are non-cash charges, so that EBITDA is seen as a better proxy than
earnings from the cash that flows through a company. Essentially, EBITDA measures the core income that a company earns before it covers its debt
payments and pays its income taxes. Investors can also use this measure to compare the profit growth of companies that operate in different tax
regimes. EBITDA can also assist lenders when estimating the cash flows that a company will have available to service its debt as it measures the
amount of cash that a company has available for interest payments. Finally, EBITDA can provide a more accurate cash flow picture in industries where
substantial non-cash depreciation and amortization expenses might otherwise distort earnings.

Earnings before interest and taxes (EBIT), also known as operating income and operating profit, is a term used to describe a company's earnings. To
calculate EBIT, basic expenses (e.g., the cost of goods sold, selling and administrative expenses) are subtracted from revenues. Profit is later obtained

by subtracting interest and taxes from the result.

Country Fixed Key financial ratios and performance indicators for 2007
incumbent operator ROCE EBITDA margin in EBIT margin in % Average number of Number of fixed lines
% employees per employee
Croatia HT- Hrvatske Telekomunikacije 12.4% 42.2% 21.1% 5,485 293
FYROM Makedonski Telekom 8.6% 41.2% 21.7% 1,723 298
Turkey Turk Telekomunikasyon 82.0% 52.6% 36.6% 37,035 492
Albania Albtelecom -5.4% 29.8% -6.9% 2,243 116
Bosnia & BHT Sarajevo 10.1% 57.6% 42.5% 2,250 250
Herzegovina |10 61 0m Srpske 13.0% 44.0% 24.0% 2,163 142
HT Mostar 8.0% 61.0% 11.0% 837 152
Montenegro T-Com Montenegro N/A N/A N/A N/A N/A
Serbia Telekom Srbija 0.1% 39.8% 20.4% 9,962 300
Kosovo PTK 25.78% 62.7% 48.96% 2,547 36
Table A.30 - Key financial ratios of the fixed incumbent operators

Notes:

FYROM: Status as at December 31, 2006.

Montenegro: The financial data for 2007 are not available.

The number of fixed lines per employee has long been used as an indicator by the ITU and OECD, as a proxy for the efficiency of a telecommunications
operator, on the assumption that the more fixed lines per employee the more efficient the operator. The problem of calculation and interpretation of
these numbers has grown in recent years, where it is important to understand how employees are attributed across different parts of the business.
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Equally, with activities devolved to or purchased from manufacturers, business process outsourcers, call centres and the like, many of those performing
roles for the operator may not be employees. Consequently, great care has to be taken in comparing operators or examining historical trends.

National regulatory authorities

This section examines the effectiveness of the institutional framework and environment. The specific issues covered are not only concerned with the
NRA, but also address other relevant institutional actors such as the legislative and policy-making bodies, national competition and broadcasting
authorities (if different from the NRA) and the national appeal systems. In relation to the NRA, this section seeks to cover the issues associated with the
standards of good governance such as independence, accountability, transparency, participation and effectiveness. Additionally, this section also
addresses other relevant institutional actors such as the legislative and policy making bodies, national competition and broadcasting authorities.

NRA independence

The establishment of an independent regulatory authority is a cornerstone of the EU regulatory framework for electronic communications.
Independence remains a critical issue in ensuring predictability and stability in the regulatory environment. Independence involves two elements:

9  separation of the NRA from the regulated firms and

9 isolation of the NRA from political intervention.

The first aspect of independence (from industry) is generally less contentious and more straightforward to assess than the second (independence from
political influence). Both issues are addressed in the three following tables.

Article 3 of the Framework Directive requires that regulatory tasks must be carried out by competent bodies that are legally distinct and functionally
independent from any organisations providing electronic communications networks and services. Furthermore, where the state retains control of
undertakings providing electronic communications networks and services, the activities associated with the state ownership and control must be
structurally separate from regulatory functions.

Under the EU regulatory framework, there has been no requirement for privatisation and the rules on institutional separation are set out in recognition of
the legitimacy of the state ownership. Nevertheless, in countries where the state is no longer the owner of any electronic communications undertakings,
the subject of regulatory independence is usually a lesser concern.

State ownership of telecommunications operators

Table B.1 provides information about state ownership and the control of fixed and mobile telecommunications operators. This includes any &6 gol den
sharesd, ipowers grantedte the state by law or by the articles of association of a company that allow it to maintain a special influence in
privatised companies. Figure 30 shows the state ownership for those operators present in the region, including parent firms such as the Austrian,

German and Saudi incumbent operators.

In the autumn of 2007 the government of Croatia conducted an IPO selling 32.5% of the stock of T-Hrvatski Telekom (T-HT) the incumbent operator,
retaining only 9.5%. It had planned to divest no more than 23%, but had been encouraged by the popularity of the sale. Following a sale of shares to
present and former T-HT Gr oup employees in June 2008, t he Sthet eCorso ash arme Waa owdfea retr nenrd sr &
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further 7%, transferred from government holdings in 2005. Deutsche Telekom remains the majority owner of T-HT with 51% which is acquired in two
tranches in 1999 and 2001. The remaining 32.5% floats on the Zagreb and London stock exchanges.

In FYROM, the government owns 36.81% ownership in the incumbent Makedonski Telekom A.D. - Skopje (MakTel). A 51% stake is held by Magyar
Telekom, a subsidiary of Deutsche Telekom AG. The remaining 12.1% is held by investors.

In April 2008, the government of Turkey conducted an IPO of 15% of the stock of Turk Telecom raising USD 1.9 billions (TRY 2.42 billions), retaining
30%. In 2005, it had previously sold 55% to Saudi Oger Ltd for USD 6.6 billions, the largest ever foreign acquisition of a Turkish company. In January
2008, the Saudi Telecom Company (STC) acquired 35% of Saudi Oger i STC is 70% owned by the Kingdom of Saudi Arabia.

The Turkish Treasury performs the ownership function of t e Tréhspartat@odis
responsi bl e for Teér k Tel ekombds operational activities (Ahgol 8% rin Asea
Telecommunications, a mobile operator that is 81% owned by Tirk Telekom.

Turksat Satellite Communication and Cable TV Operation AS (Turksat) is wholly owned by the government.

In Albania, in June 2007, after a two-year period of negotiations Calik Enerji A.S., a Turkish group, and the Albanian Ministry of Economy, Trade and
Energy, signed an agreement for the sale of a 76% stake in the state-owned incumbent operator, Albtelecom. The deal also included Eagle Mobile, the
third mobile telephony licensee that was not then operational. The purchaser is a joint venture owned by Calik Energi (80%) and Turk Telekom (20%).
The agreement was ratified by the Albanian Parliament on July 19, 2007.

In Bosnia & Herzegovina, there are incumbent operators in each of the three territories. The Federation government of Bosnia and Herzegovina retains
90% of BH Telecom (Sarajevo) and 50.10% of Hrvatske Telekomunikacije (Mostar), with the ownership functions performed by the Federal Ministry of
Transport and Communications. The third incumbent operator, Telekom Srpske in the Republika Srbska is fully privatised. In December 2006, the
Serbian incumbent operator, Telekom Srbija, won the tender for the privatisation of the 65% holding of Republika Srpska in its incumbent operator
Telekom Srpske with a bid of U646 millions. Thi s waompetitiannQoundail tofe Rbsnia &
Herzegovina. Of the remaining shares, 20% float on the national stock exchange, 10% are held by a pension fund and 5% are held by a restitution fund.

Montenegro no longer has state ownership of operators. In March 2005, the government of Montenegro sold its 76.53% shareholding in Crnogorski
Telekom to Magyar Telecom (formerly Matav), a subsidiary of Deutsche Telekom. Private investors now hold 23.47% of the shares which are quoted on
the stock exchange.

In Serbia, the government controls 80% of Telekom Srbija through the Public Entab
important decisions of the company. The Greek operator OTE owns the remaining 20% of Telekom Srbija, itself partly owned by the Greek state (28%)
and by Deutsche Telekom AG (20.15%).

In Kosovo, UNMIK was responsible for the 100% state ownership of PTK, the incumbent operator, through the Kosovo Trust Agency (KTA), a
provisional body established by UNMIK regulation 2002/12. Following the unilateral declaration of independence by Kosovo in February 2008 and entry
into force of the Constitution of Kosovo on June 15, 2008, the Kosovar government will take over the UNMIK roles. In particular, the KTA will be
transformed into a Kosovo Privatisation Agency and function under the umbrella of the Ministry of Economy and Finances. Any privatisation of PTK is,
however, unlikely to take place in any near future.
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Name of operator State shareholding Golden share Government unit responsible for ownership functions

Croatia HT - Hrvatske Telekomunikacije d.d. 3.6% Not defined
FYROM Makedonski Telekom A.D. - Skopje 36.81% Yes Ministry of Finance
Turkey Téerk Telekomegni kasyol 30.0% Yes Treasury is responsible for ownership and golden share functions

Avea 24.3% Ministry of Transport is responsible for operational functions

Turksat 100.0% Treasury is responsible for ownership functions

Ministry of Transport is responsible for operational functions

Albania Albtelecom sh.a. 24.0% Ministry of Economy, Trade and Energy

Eagle Mobile 24.0%

AMC sh.a. 12.6% Ministry of Economy, Trade and Energy
Bosnia & BH Telecom d.d. Sarajevo 90.0% Entity government in Federation of B&H
Herzegovina :

Telekom Srpske a.d. Banja Luka 0.0% -

Hrvatske Telekomunikacije d.o0.0. Mostar 50.1% Entity government in Federation of B&H
Montenegro - - -
Serbia Telekom Srbija a.d. 80.0% Yes Ministry for Telecommunication and Information Society
Kosovo PTK (Post and Telecommunications 100.0% Kosovo Privatisation Agency (Ministry of Economy and Finance)

Enterprise of Kosovo) and Ministry of Transport and Communications

Table B.1 - State ownership and control of telecommunications operators

Notes:
Croatia:
FYROM: Starting from May 1, 2008 the fixed incumbent operator A.D. Makedonski Telekomunikacii, changed its name to Makedonski Telekom A.D. Skopje.
Turkey: Tirk Telecom owns 81% of Avea, a leading mobile operator.

Bosnia & Herzegovina: Telekom Srpske of the Republika Srbska is fully privatised. In December 2006, Telekom Srbija, won the tender for the privatisation of the state-controlled

Montenegro:

Serbia:

65% of the Republika Srpska s incumbent telecommunications operator Telekom Srpske. 20% of the remaining shares are traded on the national stock
exchange, 10% is held by a pension fund and 5% is held by a restitution fund.

The Government sold its controlling share (51.12%) in the incumbent operator to Magyar Telecom (former Méatav) in March 2005. In 2001, the former
Telecom Montenegro (at that time a state owned enterprise) sold its share (about 9%) in ProMonte to the majority shareholders.

Members of the Managing Board are appointed by the Government.
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Magyar Telecom (Hungary)
T-Crnogorski Telekom (Montenegro)
T-HT (Croatia)

AMC (Albania)

Albtelecom sh. a. (Albania)

Telekom Austria (Austria)

OTE S.A. (Greece)

Tée¢rk Telekomegi kagyon Ak (Turkey)

Deutsche Telekom A.G. (Germany)

A D Makedonski Telecomunikacii |

Hrvatske Telecomunikacijie Mostar (BiH)

Telenor (Norway) %

Telekom Slovenije (Slovenia) |

Saudi Telecom Company (Saudi Arabia) %

Telekom Srbije (Serbia)

BH Telecom d.d. Sarajevo (BiH)

Turksat (Turkey)

PTK/Vala900 (Kosovo)
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Figure 30 - State ownership of telecommunications operators

b) Responsibilities of the NRA and policy-making bodies

Political influence is the most direct means of influencing the NRA. The mere possibility of political intervention may put the regulator under pressure.
Although there is no explicit requirement to separate regulatory tasks from the activities of the Ministry or other bodies responsible for the electronic
communications policy, the common practice across the EU is to create an NRA that is also separate from the policy-making bodies. The issue of
political independence can be assessed, inter alia, on the basis of: the extent to which the NRA discretion has been limited by law, the potential and
actual extent of political intervention, the rules for appointment and dismissal of the NRA management and its duration of office.
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The table below addresses:

9 the division of the key responsibilities between the NRA and the ministry (or other government body) responsible for the electronic communications

policy;

9  powers of the Ministry or the government to give binding directions to the NRA; and

whether certain NRA decisions are subject to prior or subsequent approval by the ministry or by another governmental institution.

Country NRA and its responsibilities Ministry (government) and its Ministry (government) powers to give
responsibilities instructions to NRA?
Government intervention required for adopting
certain decisions?
Croatia Article 12, Electronic Communications Act of June 19, | Article 4, Electronic Communications Act of Article 4, Electronic Communications Act of June 19,

2008

The Croatian Post and Electronic Communications
Agency responsibilities include:

f
f

il

Adoption of implementing legislation

Monitoring and regulation of prices and general
business terms and conditions of operators

Market analysis, designation of undertakings
with SMP an imposition of regulatory obligations

Designation of universal service providers
Adoption of the Numbering Plan, Addressing
Plan and drafting the Frequency Allocation Table
Issuing individual spectrum licences

Dispute resolution involving operators, service
providers, end users

Expert supervision over application of the Act
and regulations adopted under the Act

(perfor med by the NRAG6s s

u

June 19, 2008
Government:

1  Adopts strategies, studies, guidelines
and programmes establishing general
principles and policy objectives for the
development of electronic
communications

The Ministry of the Sea, Transport and

Infrastructure:

1 Drafts proposals for strategies, studies,
guidelines and policy objectives

1  Coordinates and supervises the work of
all authorities responsible for
implementation of the policy objectives

1 Prepares and adopts implementing
legislation, including the ordinance on
the allocation of spectrum and the
Frequency Allocation Table

1  Carries out inspection supervision in
electronic communications (performed
by the Ministry inspectors)

2008
The Ministry

1  may give guidelines and instructions to the NRA
concerning the implementation of the established
principles and policy objectives for the development
of electronic communications;

1 may not influence the adoption of the NRA decisions
in individual cases

The administrative supervision of the NRA by the Ministry

which established by Article 3(6) of the previous

Telecommunications Act of 2003 was removed from the

new Electronic Communications Act of 2008.

Article 18(4) of the new Act states that final decisions and
other administrative acts of the NRA may not be annulled
or repealed on the basis of supervision rights, or
repealed under emergency procedures, or be made null
and void by a competent body.
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Country NRA and its responsibilities Ministry (government) and its Ministry (government) powers to give
responsibilities instructions to NRA?
Government intervention required for adopting
certain decisions?

FYROM Article 9, Law on Electronic Communications of 2005 Government: Article 7, Law on Electronic Communications of 2005
Agency for Electronic Communications (AEC) is Approves the minimum one-off fee for The NRA, fin its work and in taking the decisions within
responsible for: frequency authorisations issued subject to the scope of its competencies is independent and not
1 adoption and implementation of the secondary tender procedures subordinated to any state body or other public legal

legislation Article 6, Law on Electronic Communications | Person or trade company engaged in operating in the
. . . of 2005 field of electronic communications and is impartial
1 spectrum management, including allocation and 0 t owards them. o
assignment of frequencies The Ministry for transport and ) : ) o
b i communications: Under Article 63, Law on Electronic Communications of
T number managemen 1 repares the National Strat for 2005, the Government approves the minimum one-off fee
I market analysis; designation of undertakings 5 ep? es et ]? lo ? rategy fo for frequency authorisations issued subject to tender
with SMP and imposition of regulatory evelopment of electronic procedures
obligations communications and information i » .
9 . . technology Under Article 35, the Ministry approves the universal
1  approval of reference interconnection and N . service provider selected by the NRA in a public tender
unbundling offers 1  prepares legislation for electronic rocedure
. I communications P )
1 regulation of wholesale and retail prices
1  universal service: designation of providers and
management of the US fund
1  dispute resolution in commercial disputes
1  consumer complaints
Turkey Law No 4502 of January 27, 2000 The Ministry of Transport Article 14 of Law No 4502 (amending article 5 of Law No.

Telecommunications Authority is responsible for:

1 adoption of the secondary legislation
(ordinances, communiqués and decisions of the
Board)

1  price control of retail and wholesale tariffs

9 adoption of national numbering and spectrum
plans

1  market analysis, designation of undertakings
with SMP and imposition of regulatory
obligations

9  issuing concessions and licences and executing
public tender procedures

1 inspection
1 arbitration

1

develops the state policies and
strategies for the telecommunications
sector

prepares legislation for
telecommunications

develops and implements the universal
service framework

on the NRA proposal defines tender
procedures for issuing concessions and
Type 1 licences for telecommunications
services and infrastructures and submits
to the approval by the Council of
Ministers

2813) states thatthe NRAisanfii ndependent
entity having public legal personality and administrative
and financial autonomyo
However, issuing of Type 1 licences and implementation
of universal service require government intervention
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Country NRA and its responsibilities Ministry (government) and its Ministry (government) powers to give
responsibilities instructions to NRA?
Government intervention required for adopting
certain decisions?
Albania Article 8, Law on Electronic Communications (Law Article 5, Law on Electronic Communications | Under the previous Law on Telecommunications of 2000,
No. 9918 of May 19, 2008) (Law No. 9918 of May 19, 2008) the Council of Ministers o
Authority of Electronic and Postal Communications is | Directorate of Posts and required for:
responsible for: Telecommunications within the Ministry of 1 Tariff regulation methodology that was proposed by
f  Regulation of access and interconnection Public Affairs, Transport and the NRA to the Ministry and approved by the Council
1 Approval of reference offers for access and Telecommu_nlcatlons is respon5|ble for: of M.lnlsters . .
interconnection 1  preparing and presenting for the 1 Issuing of Class | national licences by the NRA,
. . . . approval by the Council of Ministers required the decision on the number of licences and
Il V“ci?r:kgkﬂeg'32’3'isn’1dgzzggst§nrgl:“:gfoerrtak'ngs policies concerning electronic format of the tender procedures to be adopted by
obligations P 9 y communications the Council of Ministers and the orders on the start
’ . . . §  drafting relevant primary and secondary of the procedures and approval of the winners to be
1  Registration of notified undertakings legislation adopted by the Minister
T Assignment of frequencies for electronic 1 preparing the National Radio Frequency | 1 Minister was responsible for issuing implementing
communications services Plan regulations on interconnection agreements, CS/CPS
1 zggim:#ggntpgfl\rllﬁtr:g)ggsNumberlng Plan and 1 approval of tender procedures for g]c(:li?u?ht;erirnpor;itr)];lgg,rilr?teroperablIlty of networks,
) 9 o frequency assignment and the y 9 9 . o
1 Price control of wholesale and retail tariffs designation of universal service Under the new Law on Electronic Communications, the
f  Management of the universal service fund and providers, based on proposals by the above decisions fall within the scope of the NRA
carrying out of the designation procedures of the NRA competencies.
universal service providers Article 6, Law on Electronic Communications provides
1 Management of national top level domain names that the NR A in rbs work and dFCISIOI’]-makIng within its
competencies is independent.6
Boshia & Article 3, Law on Communications of 2002 The Council of Ministers is responsible for: In order to carry out the constitutional provisions in

Herzegovina

Regulatory Authority for Communications (RAK) is

responsible for:

1  regulating broadcasting and public

telecommunications networks and services

licensing

tariffs regulations

interconnection

defining the basic conditions for the provision of

common national and international

communications facilities

1  planning, co-coordinating, allocating and
assigning the use of the radio frequency
spectrum

1  management of the numbering plan and
assignment of numbering resources to
telecommunications operators.

= =4 =4 =

1

1

Developing and adopting policy in line
with the existing legislation

Defining the scope of the universal
service, designating the providers and
establishing the funding mechanism,
based on proposals of the NRA

Determining the representation of
Bosnia and Herzegovina in international
forums concerned with communications

The Ministry performs the coordination
of functions which are the Council of
Ministers responsibility.

respect of communications the Council of Ministers
(Government) shall be responsible for policy-making, and
the Agency shall be responsible for the regulation.

As policy maker, the Council of Ministers issues
obligatory political guidelines, but without influence in
decision making process.
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Country NRA and its responsibilities Ministry (government) and its Ministry (government) powers to give
responsibilities instructions to NRA?
Government intervention required for adopting
certain decisions?
Montenegro | Article 8, Law on Electronic Communications of July Article 4, Law on Electronic Communications | Article 130, Law on Electronic Communications of July

29, 2008

Agency for Electronic Communications and Postal

services:

1  prepares draft bylaws and regulations that are
adopted by the Ministry

1  adopts rules and procedures for the
implementation of the Law and bylaws

1  prepares draft national radio frequency bands
allocation plan that is adopted by the
Government

1  adopts the national addressing and numbering
plans

1  organises tender procedures and issues
authorisations to use frequencies, numbers and
addresses

1  presents for the government approval the
amount of fees to be paid by authorised
operators and service providers, calculated
based on the methodology developed by the
Ministry

1 performs market analyses, designation of
providers with SMP and imposition of regulatory
obligations

1 dispute settlement

1 designation of the universal service provider and
management of the universal service fund

1 expert supervision over activities over activities

of registered operators

of July 29, 2008
The Government:

1 adopts development strategy on decade
bases

1  adopts the national radio frequency
bands allocation plan

1 adopts the NRA statute, approves its
annual action plan and financial plan

1  adopts yearly activity report by the NRA,
including the financial report

1 periodically determines the scope of
universal service

1  determines conditions for utilizing
networks for electronic communications
in state of emergency.

Article 5, Law on Electronic Communications

of July 29, 2008

Ministry of Maritime affairs, Transport and

Telecommunications:

1 develops legislation and adopts bylaws
and regulations under the Law on
Electronic Communications

1 drafts sector development strategy

1  approves QoS requirements for the
universal service on the NRA proposal

1  determines methodology to be applied
by the NRA when setting authorization
fees and fees for use of limited
resources

1 authorizes institutions responsible for
certification of R&TTE equipment

1  performs inspection supervision of the
implementation of the Law and
secondary legislation adopted under the
Law

29, 2008 authorises the Mi
of legality and purposeful
commentary to this article clarifies that this supervisory
function should not be applied to the regulatory decisions
and regulatory rules adopted by the NRA, where the NRA
must be independent.

The new Law on Electronic Communications the
separation of legislative functions which are now been
completely transferred to the Ministry from strictly
regulatory activities performed by the NRA. Under the
previous Telecommunications Law (Official Gazette of
the Republic of Montenegro, No. 59/2000), the NRA had
more powers to adopt secondary legislation,
independently from the Ministry.
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Country NRA and its responsibilities Ministry (government) and its Ministry (government) powers to give
responsibilities instructions to NRA?
Government intervention required for adopting
certain decisions?
Serbia Article 9, Telecommunication Law Article 5, Telecommunication Law Under Article 7, Telecommunication Law, the NRA is

RATELOs responsibilities
1 adoption of technical regulations

1  market analysis and designation of operators
with SMP

1 licensing and authorisation of
telecommunications network operators and
service providers, including the conducting of
public tenders for individual licenses in
accordance with the
number, timing and minimum conditions for
granting such licenses

1 settlement of disputes between
telecommunications operators and between
operators and end users

1  drafting proposals for the Radio Frequency
Allocation Plan and the Radio Frequency
Assignment Plan

9 price control of undertakings with SMP
1 assignment of radio frequencies

1 adopting the Numbering Plan and assigning
numbers

1 managing the universal service fund.

Mi

n

Government:

1  Defines the policy and strategy of
telecommunications development on
proposal of the Ministry

1  adopts the Radio Frequency Bands
Allocation Plan.

Article 6, Telecommunication Law

The Ministry of telecommunications and
information society is authorized to:

1  supervise the implementation of the Law
and regulations adopted on the basis of
this Law

1  prepare a proposal of the strategy for
telecommunications development

1  prepare a proposal of the Radio
Frequency Bands Allocation Plan and
adopt the Radio Frequency Assignment
Pl an based on the

1  decide on the number and timing of
individual licenses to be granted for
public telecommunications networks or
services through a public tender
procedure, including the minimum
amount of a one-off licence fee

1  define the scope of universal services
based on the proposal made by RATEL

N

definedasian aut onomous | egal
independent of and not subordinated to any government
authority, as well as of any organization and person
engaged in operating telecommunications networks and
equi pment or providing ser
The Ministry, however, performs a supervisory function in
over the activities of the NRA.

Article 56, par 2 of the Law on State Administration
provides that if the NRA fails, despite multiple warnings,
to start performing business or start performing it properly
or timely, the Ministry as a supervisory body of the state
administration may take over its competencies but for a
period no longer than 120 days.

Under Article 57, par 1 of the Law on State
Administration, the NRA is obliged, before publication of
its proposed regulation, to get the opinion from the
Ministry of constitutionality and legality of the regulation.
According to a clarification provided by the Government
in June 2008, the NRAis, however,iunder no
to act along the proposal
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Country NRA and its responsibilities Ministry (government) and its Ministry (government) powers to give
responsibilities instructions to NRA?
Government intervention required for adopting
certain decisions?
Kosovo Under Telecommunications Law No. 2003/16, TRA is | The Ministry of Transport and No

authorised to:

1 issue licenses and authorizations for provision of
telecommunications services

1 implement the policies of the Ministry pursuant to
the Law on Telecommunications, and other
implementing legislation

9 issue regulations and instruction for the
implementation of the present Law

9  assign rights to use spectrum resources and
numbers

9  issue price regulations

1 adopt a numbering plan and assign numbers

1  prepare a spectrum resource plan subject to
Assembly review and approval

1  perform market analysis and designate operators
with SMP

1 define the scope, requirements and funding
mechanisms of the universal service on
recommendation by the Ministry.

Communications

1  develops policies for the
Telecommunication sector, including the
development of legislation

1  supervises the work of PTK in
cooperation with the Privatization
Agency.

The Assembly is responsible for:

1  review and approval of the spectrum
resource plan

1  approval of the NRA budget.

The new Law No. 03/L-085 of June 13, 2008 amending
the Law on Telecommunications No 2003/16 deletes
references to UNMIK, its Frequency Management Office
(FMO) and SRSG (Special Representative of the
Secretary General).

The new law establishes the NRA as the sole authority to
all ocate radio frequency s
reviewandappr oval in writteno
resource plan.

The new law further ensures the NRA administrative
independence by removing the provisions in the
Telecommunications Law that enabled the Ministry to
issue instructions to the NRA to amend a licence.

Appointment and dismissal of the directors of the NRA

Table B.2 - The division of responsibilities between the Ministry and the NRA

The rules and procedures for appointment and dismissal of the NRA management are covered in the table below, addressing:

9 eligibility criteria for the NRA management (e.g. professional background, restrictions on interest in any of the market participants);

government bodies involved in the appointment of the NRA management and specific procedures;

1
9  duration in office of the NRA directors; and
1

grounds and procedures for removal of the NRA management.
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Country Rules and procedures for appointment and dismissal Eligibility criteria for appointment

Croatia The NRA is governed by the Council consisting of seven members, The members of the NRA Council must fulfil the following criteria:
including a Chairman and a Deputy Chairman, who are full-time 1 to be Croatian citizen domiciled in the Republic of Croatia
employees.of the NRA during thelr term of .offlc.e. ) 1 with university education or specialised university education in electronic
The Council members are appointed and dismissed by Parliament upon communications, postal services, law or economics
proposal of the Government. 1 adequate work experience
The appointment is for a period of five years with the possibility of 1 active knowledge of at least one foreign language (English, French or
reappointment. German)

Th € N RA.O s admini strative service g 1 atleast two members must have a completed an undergraduate course or a
technlca! tasks is managed. by the Dlreptgr appointed .by the NRA Council specialised undergraduate course in law, and two in economics
for a period of four years with the possibility of reappointment. i . ' ) )

- . o . - . . 1 five members must have at least five years of work experience in the
Dismissal in the cases of: resignation, provision of false information at the electronic communications sector. and two members of must have at least
time of the appointment, serious professional misconduct, inability to five years of work experience in tﬁe postal services sector
perform professional duties for more than 6 months in a row, permanent o o ) ] = )
loss of ability to perform professional duties, conviction of criminal T may not be state offlt_:lals, persons on positions in bodies of political parties,
offence, failure to fulfil objectives and tasks defined in the NRA annual units of local and regional self-government or unions or persons employed,
work programme, conflict of interest. having |nfluencg or performing other tasks in electronic communications and

postal undertakings
1 may not be owners, stockholders or shareholders in regulated entities or
perform other tasks that may result in conflict of interest.

FYROM The NRA is governed by a Commission that consists of five members, 1  The President and members of the NRA Commission may not be: deputies
including the President and Vice President. of the Assembly, members of the Government, perform duties in bodies of
The President and the members of the Commission are appointed and the political parties, members of managing and sup_eryisory bodies in public
dismissed by Parliament. companlttar:]s,tor mﬁ:nlbe;stof any cf)lt'h(tar ;c_)rrp of ?ssoc;;atlon of Iter?a};and r_1tatural

_ _ . persons that might lead to a conflict of interests and may not hold equity
grgfeessio’:alqualﬂoirf:)éﬁﬁlo\myfs are managed by a Director, engaged as a directly or indirectly in any undertaking performing activities in electronic
) communications sector.

Igri D;:ﬁicc}r?r 'rsoiggz'rgted by the Commission following a public 1  The Director appointed through a public competition procedure must be: a

P P ] ) o o o citizen of the Republic of Macedonia and a holder of university degree in the
The term of office of the Commission members and its Director is five field of science, law or economics with professional experience of more than
years, with a possible reappointment for an additional consecutive term of 5 years and have organizational and managing abilities.
office.
Dismissal of the Commission members prior to the expiration of the term
of office in the cases of: own request, sentence of longer than six months
for a criminal act, absence from three consecutive meetings or five
meetings during any 12 months period during the term of office, failure to
submit the NRA annual report to the Assembly.

Turkey The decision making body of the NRA is the Telecommunications Board 1  University degree in relevant fields
that consists of seven members, including a Chairman and a Vice 1 Ten years of experience in public or private sector
Chalrmah. ) ) 1  Eligibility for public service
The Chairman is also responsible for the general management and 1 No connections to political parties
representation of the NRA. ) ) P P

1 No conflict of interest

Board members are appointed for a period of five years by the Council of
Ministers. Two of them are nominated by operators having at least 10%
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Country Rules and procedures for appointment and dismissal Eligibility criteria for appointment

market share, one member i by the Ministry of Industry, one i by Trade
and the Union of Chambers and Industry, and three members i by the
Ministry of Transport.
Appointments require approval by the President of the Republic.
The Board members can only be dismissed before expiration of a term by
the Council of Ministers for inability to work due to serious illness,
professional misconduct or criminal offences.

Albania The NRA is governed by the Governing Council composed of five 1  Member of the Governing Council shall be graduates and qualified experts,
members appointed for a 5 year office term, by the Assembly of the with a minimum of 7 years experience and shall represent the sector of the
Republic of Albania, on the proposal of the Council of Ministers, and electronic communications, postal, economic, and juridical.
having the right for no more than one office term. 1 Upon appointment shall resign from any official positions or functions, give
The Assembly appoints one of the members of the Governing Council as up any for-profit activity, as well as to sell and liquidate any financial interest
the Chairman, who also acts as the Executive Director of the NRA. in undertakings active in electronic communications or postal sectors.
Dismissal in the case of physical or mental incapability, conviction for a 1 May not have family ties to the Council of Ministers, have been convicted for
criminal act, appointment as a Member of Parliament or a local a criminal act or excluded by law from holding public positions.
government body, inability to exercise professional duties for more than 6
months.

Bosnia & Strategic and policy issues at the NRA are decided by the Council of 1  Members of the Council of the NRA must demonstrate exceptional legal,

Herzegovina seven (7) members nominated by the Council of Ministers and appointed economic, technical or other relevant expertise and experience for the fields
by Parliament. Parliament shall accept or reject these nominations within of telecommunications and/or broadcasting .
thirty (30) days after submission of the nominations. f  The Director General must have relevant experience in the fields of
The NRA is headed by the Director General, who is elected by the telecommunications and/or broadcasting and proven management skills.
Council of the Agency and approved by the Council of Ministers. He is Y No conflict of interest.

responsible for all regulatory and administrative functions and manages
day to day operations.

The Parliament has the sole authority to dismiss the members of the
Council before completion of their mandate.

The Council of Ministers has the sole authority to dismiss the Director
General before completion of the mandate.

Both, members of the RAK Council and the Director General have a term
of 4 years and can be re-appointed only once.

Dismissal before the end of the mandate due to serious illness, conviction
of a serious crime, a conflict of interest, resignation, failure to participate
in three or more consecutive meetings.

Montenegro

Under the Telecommunications Law of 2000 (Official Gazette, No.
59/2000), the NRA has been managed by the Director appointed by the
Government for a period of four years, with a Deputy Director appointed
on the same conditions. Director and his Deputy could not be appointed
more than two successive terms.

The new Law on Electronic Communications of July 29, 2008 introduces a
new management structure, consisting of the Council and the Executive
Director.

Under the Law on Electronic Communications of July 29, 2008

1

President of the Council, its members and the Executive Director shall hold
Montenegrin citizenship and have permanent residence in Montenegro, and
have higher education in telecommunications, electronics, economy or law,
at least 5 years of experience, covering positions in the field of
telecommunications and active English language skills.

They may not hold equity nor have other interests in any organisation active
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Country Rules and procedures for appointment and dismissal Eligibility criteria for appointment
The Council of the NRA shall have the President, engaged as in the field of electronic communications.
professional employee of the NRA, and 4 members of the Council who 1 They may not be Members of Parliament or Deputies, officials or members
could be part time or professionally engaged employees of the NRA. of political parties’ bodies.
The Executive Director shall be engaged as professional full-time
employee.
President of the Council and members of the Council shall be appointed
by the Government upon the Ministry proposal to a term of office of 5
years. The Executive Director shall be appointed by the Council, for a
term of office of 4 years. They shall not hold office for more than two
consecutive terms.
Dismissal before the expiration of the term of office due to resignation,
conviction of a crime, permanent loss of ability to perform duties, conduct
damaging to the reputation of the independence of the NRA.

Serbia The NRA is managed by the Managing Board that consists of a Chairman | §  Managing Board members must demonstrate professional knowledge and

and four Members who are appointed and relieved from office by the experience relevant to the activities falling within the responsibility of the
National Assembly, at the proposal of the Government. NRA, in particular in the field of engineering, economics and law, and the
Their term of office is five years with a possibility of a reappointment for proposal must include at least two candidates from the field of engineering
one more consecutive term. and at least one candidate from the field of economics and one from the
The Managing Board appoints the Executive Director of the Agency who field of law.
is responsible for the administration and operational issues.
Dismissal before the expiration of the term of office due to resignation,
illness causing the loss of the ability to perform professional duties for
longer than 6 months, conviction of a crime or corruption, provision of
incorrect data at the time of appointment, conflict of interest.

Kosovo The NRA is managed by the Board that consists of five Members who are | Members of the Board shall be university graduates with specialized
appointed and relieved from office by the National Assembly, at the knowledge in the area of politics, frequencies, interconnections, tariffs, law,
proposal of the Government with the recommendation from the Minister of economics, standardizations, or have at least ten (10) years experience in
Transport and Communications. the telecommunications sector.
Their term of office is five years with a possibility of a reappointment for 1 A member shall, if applicable, resign from public or elected office or other
one more consecutive term. The Minister of Transport and employment and shall not engage in any other commercial activity
Communications, acting in consultation with the Prime Minister regardless of whether the Member receives compensation for such activity.
designates one member of the Board to be the Chairman, who is also In addition, a Member shall be required to terminate any business activities
responsible for the administration and operational issues. and financial interests in enterprises that are under the jurisdiction of the
Upon a two-third vote of the members, the Board shall remove a Member Board, and otherwise comply swndartsoft f
on the ground of professional incompetence, misconduct or a conflict of conduct.
interest. Dismissal is subject to approval by the Assembly.

Table B.3 - Appointment and dismissal of the directors of the NRA
Notes:
Croatia: The new Electronic Communications Act of June 19, 2008 establishes the Croatian Post and Electronic Communications Agency (HAKOM) as a new

regulatory authority that takes over the tasks and responsibilities of the previous regulators for telecommunications (the Croatian Telecommunications
Agency, HAT) and for postal services (the Postal Services Council). Members of the Council of the HAT and the Chairman of the Postal Services Council



Albania:

Montenegro:
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will continue as Members of the Council of HAKOM until the expiry of their term of office. The former HAT Council Chairman will be the HAKOM Council
Chairman and the former Postal Services Council Chairman will be HAKOM Council Deputy Chairman.

Article 138 of the new Law on Electronic Communications No. 9918 of May 19, 2008 states that the present NRA, TRE, will continue its activities as the
Authority of Electronic and Postal Communications (AEPC), and TRE Governing Council Members will continue as AEPC Governing Council Members
until the expiry of their term of office.

Article 142 of the new Law on Electronic Communications adopted on July 29, 2008 states that the present NRA,, the Agency for telecommunications and
postal services will continue its activities as the Agency for electronic communications and postal services. The Government is required to appoint the
president of the Agency Council and its Members within 60 days from the entry into force of the new Law. Within 30 days from the appointment of the
Council, its Members will be required to appoint the Executive Director.

NRA budget and sources of financing

The NRA financial and operational means play an important role in ensuring a stable and predictable regulatory environment. Therefore, the financial
resources available to the NRA, the number of employees and its ability to attract and retain suitably qualified staff are particularly important aspects in
assessing the capacity of the NRA to operate effectively.

The EU regulatory framework requires that the NRAs are self-financing and that their fees only cover their administrative costs, except when allocating
limited resources. Furthermore, under the EU 2002 framework, the general authorisation regime applies to all activities in the electronic communications
sector with the exception of those requiring the use of limited resources. Therefore, the NRA fees associated with authorisations, such as registration
fees, are set a modest level.

The table below presents information on the operational budgets of the NRAs in 2007 and 2008, as well as the sources of their financing. In this table,

the term

ffaut horisation feesodo is used to describe

f eidualliceneds.at ed t o t he

Country Operational bud Sources of financing
2007 2008 Operator revenue- | One-off authorisation/ Spectrum Numbers Others
based fees notification fees
Croatia 9,376 11,055 36% - 18% 43% 3%
FYROM 7,420 7,281 11% - 70.92% 11.45% 6.63%
Turkey 48,911 N/A 6% 24% 61% - 9%
Albania 1,572 1,928 - 30.8% 68.8% 0.2% 0.2%
Bosnia & 3,706 4,218 - 63.21% 6.18% 30.14% 0.47%
Herzegovina
Montenegro 6,649 3,000 - 98% 2% - -
Serbia 8,241 8,984 - 55% 40% - 5%
Kosovo 519 2,242 - 99.14% - - 0.86%
Table B.4 - Operational budget of the NRA and its sources of financing

Notes:
FYROM: At the beginning of 2008, the Commission of the NRA adopted a decision to decrease the fees for frequencies, numbers and market supervision by 30%.

ssue



Albania:

Montenegro:

NRA staffing
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The new Law on Electronic Communications No. 9918 of May 19, 2008 changes the sources of the NRA funding from License and Frequency levies and

fees to an annual administrative fee (6annual fees wilbbeapprovedby theiCoundil of Mimistdarso AECPJd ) . Fr
on the NRA proposal, collected by the NRA and transferred to the state budget.

Therevenueof t he NRA for 2007 was about 0 2 7 -pfBfee for 2G/3GlandWHMAX licences. THe WRAcalsathpd i sed by one
income from permits to use frequencies amounting to some 1-2 % o f annual i ncome. \@fe tranbférred teathe statebiudget.’ied , 9 6 0

exact amount of the NRA budget in 2007 is still not known, because the financial statements for fiscal year 2007 have not been published. The operational

budget for 2008 is given as an estimate.

The table below shows:

9 the total NRA staff in 2008

9 sub-divided into the number of qualified employees dealing with

9  general regulatory issues;

frequency monitoring tasks; and

T legal or financi al restrictions on the NRAOGs radbtiedtocviyserviorrmraes.t t he | evel of r
Country Total Handling electronic Handling Restrictions on the NRAOS
communications frequency ability to set salary levels
regulatory tasks monitoring tasks
Croatia 125 47 18 No legal restriction
FYROM 99 14 22 No legal restriction
Turkey 594 444 150 The highest salary cannot exceed that of the highest salary of a governmental official
Albania 52 30 10 The structure and the level of salaries is approved by the Parliament based on a proposal
from the Council of Ministers.
Bosnia & 101 24 24 The new Law on Salaries and Allowances for Civil Servants adopted on June 23, 2008
Herzegovina brings the salary level of the NRA staff within the pay scales for civil servants. Under this
law the NRA will have to follow the established scales for the basic salary levels and will
only be able to increase salaries of its
scheme.
Montenegro 42 15 13 No legal restriction
Serbia 89 29 25 No legal restriction
Kosovo 30 11 4 Salary levels are regulated subject to pay scales and a system of grades that applies to all
civil servants in Kosovo.

Table B.5 - Staffing and salary levels of NRAs
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Notes:

Albania: Electronic communications tasks include the following: market regulation, licensing, technical (excl. frequencies), legal department, inspection and
decision-making, the board of the NRA.
Approval of the new statute for the NRA took almost two years, taking effect only when the previous board was dismissed. Since April 2008 the
organizational structure and the position of experts in the new structure has been under consideration by the Board of the NRA.

Bosnia & Herzegovina: There are 12 experts in each of the Telecommunication and Broadcasting Sectors, 13 in the Frequency Department and 11 in the Monitoring Department.

Montenegro: The number of employees handling telecommunications regulatory tasks does not include employees engaged in inspection, secretaries, drivers,
administration, archives, accounting, translators, household and security. It also excludes personnel on a one-year work trial.

NRA enforcement powers

The NRA bears the primary responsibility of ensuring compliance with the obligations imposed on operators either directly by the law, or by the NRA
after carrying out a market analysis procedure. To that effect, the NRA should have specific investigatory and sanctioning powers.

In order to ensure effective compliance with SMP-obligations, the NRA sanctioning powers should, in particular, allow it to impose fines with a sufficient
deterrent effect and to order the suspension of non-compliant commercial offers. Sanctions should be sufficiently stringent, taking into account the
substantial commercial benefits from the illegal practice. Moreover, the threat of sanctions should also be sufficiently real to ensure SMP operators
conform to their regulatory obligations.

Table B.6 itemises the:
9  powers of the NRA to impose fines, specific instances when a fine can be imposed and the level;
9  powers of the NRA to suspend non-compliant commercial offers; and

1  examples of fines imposed by NRAs.

Country NRA powers to impose fines NRA powers to suspend commercial offers Applied in practice
Croatia Yes Yes No financial penalty has ever been imposed.
The range of fines is 1% to 5% of the total annual gross Article 63, Telecommunications Act of 2003 Suspension of commercial offers has been
income generated by the provision of telecommunications Article 118, Electronic Communications Act of regularly applied by the NRA.:
services and activities, in the fiscal year preceding the year June 19, 2008 On November 27, 2006 the NRA
in which the violation was committed. requested the mobile operator VIPnet to

modify the tariffs of its 'Option Fixed'
prepaid package that according to the
NRA constituted predatory pricing,
effectively suspending the launch of the
offer.

1  On February 12, 2007 the NRA
requested T-Com, the incumbent
operator, to modify its fixed tariff plan
called 'Non stop'. According to the NRA,
the incumbent operator had practiced a
price squeeze by offering fixed voice
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Country NRA powers to impose fines NRA powers to suspend commercial offers Applied in practice
services at retail tariffs set below its
wholesale charges.
FYROM No power to impose fines directly. Yes In April 2007, the NRA submitted an
Instead the NRA may initiate a procedure under the Law on | Article 49 of the Law on Electronic application for a misdemeanour procedure to
Misdemeanours or the Law on Criminal Procedures. Communications the court against Makedonski Telekom for
According to the Law on Electronic Communications, the failure to implement an amended RUO.
maximum fine may be up to 7 to 10% of the total annual
revenues in the year prior the year when the misdemeanour
was committed performed or of the total revenue for a
shorter period of the year preceding the misdemeanour,
provided that the legal entity commenced its operations
during that year.
Turkey Yes Yes. If the proposed tariff of the SMP operator is During the approval p
Up to 3% of annual revenue not approved by the NRA, the offer is suspended | wholesale resale tariffs in spring 2008 the
and the SMP operator must propose a new tariff NRA had suspendedtheproposed TT
in accordance with the NRA requirements. This is | retail ADSL prices.
also valid for reference broadband and LLU
offers.
Albania Yes, up to 10% of annual revenue, depending on the type of | Yes No
violation as defined in Article 137 of the Law on Electronic Articles 55-57 of the Law on Electronic
Communications No. 9918 of May 19, 2008 Communications No. 9918 of May 19, 2008
Bosnia & The maxi mum fine is BAM 150,| Yes The NRA regularly uses its right to impose

Herzegovina

violation, with a maximum of BAM 300,000 (ca. (1150,000)
for a repeated offence.

Article 20 of the Law on Communications of 2002

fines. However, it tries to use mediation in
order to avoid the direct imposition of
contractual terms and conditions.

Montenegro Yes. Maximum fine is two hundred times the minimum salary | Yes No
in Montenegro .(about 010, 000 Article5 of the Law on Electronic
The new Law on Electronic Communications of July 29, Communications of July 29, 2008
2008 increases the maximum fine to three hundred times the
minimum salary in Montenegro( about U015, 000
Serbia According to Article 96 of the Telecommunication Law: a fine | Yes The NRA refused to accept the proposal of

in the range of RSD 300, 000
(u36,740) can be imposed on
operator if it sets tariffs contrary to those defined by the NRA

for the services subject to a price control.

The NRA has a power to suspend the commercial
offer only for the SMP operator and after the cost
based analysis.

Telekom Srhija to raise the fixed telephone
tariffs by its decision from April 17, 2006.

The offer was suspended by the NRA.







