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Outline

Who does what in the EU
— (Commission, Councill, etc)

What's going on right now
— Review of Telecoms Framework
NGNs and NGAs in the EU

Some NGA-based services
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So, first, who does what?

e« Some organisational pain.........

— All 27 Member States (MS) are subject to EU law
In the form of “Directives”.

— Cobbled up by the Commission (ie: the
Executive), Parliament and the Council (of
Ministers from each MS)

— After haggling, national laws are amended
aCCo rd | ng Iy (except in France)

 Good guys — UK and the Nordics
* Forces of Darkness — Fr, Ge and Sp
 Don’t know — Malta, Bulgaria etc



What's happening now - Framework Review

EXxisting set of regulations is the “Telecommunicati ons
Framework”

5 Directives, applicable to all 27 Member States. Dates
from 2002

Proposals for updating made in 2007 —
* More regulatory power for the Commission
 Harmonised spectrum management
* Option to enforce functional separation of incumben ts

Consensus hetween Member States, Commission and
Parliament is difficult to achieve

Agreement expected by May 2009 — applied in all
Member States by end 2010 (maybe)
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The Package in the UK

 The UK has adopted the Telecoms Package

Into UK law via the Communications Act
2003

e |t sets out “access-related conditions” that:

— are Intended to ensure sustainable
competition — especially downstream

— Deter or prevent anything that might be
used to enhance dominance, whether
technical or operational;

— Hence “Openreach”
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Ofcom, SMP and NGAs

Apart from Functional Separation:

e Ofcom sees two main “remedies” for
Significant Market Power

— Sub-loop unbundling (for copper access)
— Active Line Access as a wholesale product

 New backhaul products are needed
 New support processes are required
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OfFcom

OFFICE OF COMMUNICATIONS

Options for investment...

Active Line Access
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21CN upstream/downstream relationship
for regulated products

Supply of connectivity
products across 21CN
backhaul network

Supply of end : Ownership of
customer Supply of Supply of equipment (fibre,
services Wholesale connectivity Ethernet ports,
services built on products across optical ports, etc)
top of 21CN backhaul
Openreach network
connectivity
products

* CPs include fixed operators,
mobile operators, ISPs, etc



Next Generation Access
in the EU

 In Eurospeak,

— NGA refers only to the access network — not
to the core

— NGN refers to the (IP) core (mostly)

 Whatever — NGA Is “the biggest

regulatory challenge of the decade” (says
Mrs Reding)
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NGA Regulation - Update

The ERG “Opinion” on NGAs (ERG (07)
16rev2) will be basis of Commission’s

Recommendation (later this year)
http://www.erqg.eu.int/doc/publications/erg07 16rev?2 opinion O
n nga.pdf

Meanwhile....without waiting..... Ofcom
Issued its final Statement on how it will
regulate NGAs just last week.

e http://www.ofcom.org.uk/consult/condocs/nga future broadba

nd/statement/

AND:

Ofcom is working closely with the
government’s “Digital Britain” policy CMa a%




What does the ERG say?

analyses impact of NGA on the scope and methods
of regulation;

warns of new bottlenecks:
reviews definition of retail and wholesale markets:;

emphasises that only services and products are
regulated - not underlying infrastructure

ladders of investment are important;

analyses FttCab and FttH/FttB, - unlikely that one-
size-fits-all;

new approaches to higher investment risk - such as

a risk adjusted rate of return (risk sharing vs risk
premium)

Replication or equiv substitution of services Cma
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What does Ofcom say?

e |Last week’s Statement focuses on
upgrade of copper to fibre thru:

— Buying ALA wholesale access from
Openreach;

— PLA access (“DIY?”)
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Ofcom’s Five Principles

* Risk Premium preferred over Risk Sharing
* Practical approach to Rol

e Slick systems management

* Unrestricted wholesale access — Eol

 Infrastructure-based competition — eq:
duct-sharing
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What Next?

BT’s Undertakings to be revised

Ofcom to “work closely” with EU
Commission

Development of a standard ALA offer

Input into final version of Digital Britain
report (due June 09)
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CMA’s iImmediate reactions - 1

 Generally welcome (better than nothing?)
e Butregret:

— Little recognition of importance of Open
Access,;

— Lack of any expressed support for local
Initiatives,

— No vision for pt-to-pt FTTH - (FTTC Is a
grossly inferior solution compared to
FTTH - FTTH separates the access

network utility from the services that can
be run over it)
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CMA'’s reactions - 2

 ALA appeals to BT because they can
make max use of existing last drop
copper assets and hence less cost

« Customers unlikely to get more choice
of SPs or more choice of services — and
SPs still have to live with a bandwidth-
constrained network

— No end to vertically integrated service
lock-ins
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NGNs in Europe

* Almost every country claims to be rolling out an IP -
based network to replace its PSTN - however, most
claims are not entirely accurate

 The best examples of “real” NGNs in the EU:
— BT's 21CN in the UK
— DT in Germany
— FT in France
— KPN in The Netherlands

» Different national approaches to NGN regulation —
Commission is worried

cMmass
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OfFcom

OFFICE OF COMMUNICATIONS

We’re starting to see announcements from the market
on next generation access in a number of countries
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Content and IP-based Services in the EU —
(Market Trends)
 EU has 8Million of the global IPTV market of

20Million subs. Global total to reach 90Million
by 2012. EU to predominate (source: MRG)

e EU Revenue from online content to reach
€20Bn by 2012

 But EU market Is fragmented
e Problems of broadband, IPR

* Video will drive broadband provision — and
telco business models are changing
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A UK Example — BBC content online

bbc.co.uk
HEE

he BBC is the UK national public
service broadcaster

Funded from licence fees

Wants to make its huge library of
programmes available on line

Is this unfair competition” cma A



IPlayer (IPTV) and the 21CN

BIB|C

In 2007 the BBC launched a software service called
“IPlayer”;

It allows TV shows broadcast in the previous 7 days
to be streamed onto PCs

UK ISPs have demanded that the BBC pay for the
bandwidth iPlayer uses;

It could cost an ISP between £60M and £90M a year
to cope with the additional demand of P2P-based
online TV distribution;

BBC says “customers should not expect their ISP to
discriminate between the types of content they can
download.”



BBC Relevance

* Audiences for conventional, terrestrial TV
are falling (from 93% of the young age
group to 73%) but web-audiences rose
from 3.5M to 17M In the same time
period

e That’s why the BBC wants to move into
web services in a big way

e Shift from “broadcasting at” to “engaging
with” audiences
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IPlayer latest developments

However.........

BT welcomes IPlayer — says it helps
to drive broadband take-up

Other infrastructure operators agree
with BT

BBC wants to put its own video
servers In 200 Openreach
exchanges — “Project Cheetah”
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Project Kangaroo
(RIP)

Based on iPlayer
a platform for the delivery of all IPTV

But for the industry, the project only made sense | fit
led to a standard way of distributing IPTV

joint venture - BBC and other UK channels have
equal shares

Would have worked independently as an aggregator
of joint venture partners and third-party content

initially available via the web (2008), with shows
available either streamed or to download.

However, ultimate aim was to deliver Kangaroo

content direct to televisions. CM a2

Binned by Competition Commission



BSkyB’s
“Picnic”

 Move of dominant satellite player
Into terrestrial broadband
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Summary: Policy Issues of
NGA - 1

 Technology neutrality — FTTC vs FTTH. The
role of WiMax and Mobile.

e Universal access (at “up to” 2Mbps in UK?)
e |Investment - Risk-sharing vs Risk-premium?
e Legacy investments



Summary - Policy Issues
of NGA - 2

e Digital divide — State Aid?
 Re-emergence of a utility-monopoly?
e Open access, carrier-neutral






