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Presentation Outline

How has Irish society changed in the past decade?

How has the Irish telecommunications market
changed in the past decade?

How has consumer access to and usage of
communications technology developed over the past
decade?
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Population Change

Annual population Components of Population Change, 1998-2008

growth for Ireland in
from 1997 to 1998
was 38,000, while
between 2007 and
2008 the population
grew by over 83,000.

120

Net migration has
played an important
role in the growth of | :
Ireland’s population.

Net migration has

increased by 121% =

over the last 10
years.

2000 2002 2004 2006

=Population Change =—Net Migration =Natural Increase ‘

Source: Central Statistics Office
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Age Composition of the Irish Population

Communicatipns Regulaticn

Since 2003, the Population by Age Group, 2003-2008
population of Ireland has
grown by over 119%6.

27%b of the population
was under 20 years in
2006 compared with an
EU-27 average of 22%b
and 60%o of the
population was under 40
by 2008.

Eurostat has identified
the key demographic
trends in the EU
“towards having fewer
children and having them
later in life, fewer and
later marriages, a higher
proportion of births
outside marriage and
smaller households.”

2004 2005 2006 2007

B0-19yrs B20-39yrs m40-59 yrs H60-79yrs m80yrs + ‘

Source: Central Statistics Office, Eurostat
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Between 1998 and
2007 the labour force
grew by 36%0.

The number of people
actually in
employment has
Increased by over
40%0 and the number
unemployed has
declined by over 20%o.

However this data
does not reflect the
rise in unemployment
since late 2008.

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Source: Central Statistics Office I In Employment Bl Unemployed Labour Force ‘
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While GDP per Capita has doubled since 1998

= Since 1998, Irish GDP per capita has more than doubled. This growth in
iIncome has, in turn, led to increased consumption and rising prices, shown
here by the Harmonised Index of Consumer Prices (HICP).

GDP per Capita and Consumer Prices
50,000 T

45,000 T
40,000 -
35,000 +
30,000 +
25,000 -+
20,000 -+
15,000 -
10,000 -

5,000 -

o

1998 1999 2000 2001 2002 2003 2004 2005 2006

mmmm GDP per Capita =———HICP

Source: Central Statistics Office
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Housing completions peaked in 2006. Between 2000 and 2007 the number
of completions increased by around 56%b6. This growth in housing stock has
stimulated strong demand for fixed lines in the past decade, the number of
which has grown by more than 28%b since 2000.

Number ofdwellings completed & number of fixed lines, 2000-2007

100,000 2,500,000

90,000
2,118,355

80,000 2,000,000

70,000 1,652,063

-—

60,000 1,500,000

50,000

New dwellings

40,000 1,000,000

30,000

20,000 500,000

10,000

2002 2003 2004 2005

‘_Num ber of dwellings completed ==@==Fixed Lines ‘

Source: Central Statistics Office
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Analysis of overall prices and Communications prices

sCommunications prices have declined in the same period and have been
relatively flat since 2004 although they have increased by 0.7%6 between
January 2008 and January 2009.

*"The CSO applies a weight to communications costs of 3.42%0 of the total
consumer basket of goods and services, compared with 626 for alcohol and
tobacco consumption and 15.429%b for hotels and restaurants. The average
household spend according to the CSO in 2005 was around €787 per week,
suggesting that households spend around €27 per week on postal and
telecommunications services or €1,404 per annum.

Communications Component of the Consumer Price Index

120

==—All Items == Communication
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Note: Communications costs include post and telecoms WWw.com reg - iE
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How has the Irish communications market changed since

19987

The Irish market was liberalised
in December 1998 with regard to
the provision of public voice
telephony. In 2001 there were 23
active operators in the market
while by 2008 there were over 40
providers of public voice
telephony in Ireland, and
operators other than eircom had a
combined 22% market share of
voice telephony lines.

With regard to mobile telephony,
while in 1998 there were just 2
network providers, by 2008 there
were 4 extensive mobile
networks in Ireland and this in
turn had encouraged service
providers such as Tesco Mobile,
An Post and eircom Mobile to
enter the Irish market.

‘€ chorus ntls |

9 @ | :;'j:;

€ircom vodafone

-

meteor

a UPC company
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|
Perlico mobile

() Digiweb
Smart

telecom

on the O2 network
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Mobile has driven growth in the Irish Electronic

Communications market in the past decade
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eThe Irish telecoms market was worth just under €1.85bn in 1998
while by 2008 the value of this market had more than doubled to
€4.4bn.

eAs a proportion of total EU electronic communications revenues, the
Irish market comprised 1.3%b6 in 2008, about the same as in 1998.

*\While mobile revenues comprised around 22%b of total revenues in
1998, their share of total revenues had risen to 44%6 by 2008.

Fixed and mobile revenue proportions in 1998 Fixed and mobile revenue proportions in 2008

www.comreg.ie
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Telecoms expenditure has been steady

Irish per capita telecoms expenditure increased year-on-year between

2003 and 2007. However telecoms expenditure as % of GDP fell
significantly in comparison to the EU15 in the same period, as telecoms

revenues did not grow as quickly as GDP in the same period.
Telecoms Expenditure as %of GDP, 2003-2007

Annual per Capita Telecoms Expenditure, 2003-2007 3505 -

1200 200%
2005

Euro
nlreland mEU15
~0-lreland =8=EU15

Source: European Information Technology Observatory
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Average Fixed Line Spend has come down over time

Q. How much, approximately, was your last bi-monthly telephone bill from your telephone service
provider(s) including VAT?

_ _ e The average bi-monthly spend
Historical Average Fixed Spend (B1 monthly) on fixed line telephony was
€96.07. This has decreased
since Q4 2004 when average bi-
monthly spend was €102.

Those with relatively low spend
(up to €40) on fixed lines are
more likely to be aged 65-74
(36%0), C2DEs (17%0), and the
unemployed or retired (26%0).
Those without a PC (27%) or
Internet (26%06) at home also
appear to spend less.

Those aged 35-49 (€101), ABs
(€122) and the farming
community (€105) are relatively
higher spenders as are those
with teenage children (€111).

Base: All Who Have Fixed Line in Home

Source: ComReg/MBIMS Consumer ICT Surveys 2004- 2008 WWW.COm reg = |'E




Approximately how much do you spend per month topping up your mobile phone or on your
mobile monthly bill?

Historical Average Mobile Spend (Monthly)

Mobile phone spend among
residential consumers
decreased from €53.10 in Q1
2007 to €41.08 in Q4 2008.

Monthly spend is higher among
men (€45), 25-34 year olds and
35-49 year olds (€45 and €49
respectively)

ABs spend an average of
€54/month, compared to
€37/month among DEs and
€36/month among the farming
community.

Those with a monthly
subscription (or contract)
spend over twice as much as
Pre-Pay customers (€74 v €33).

Base: All Mobile Phone Users

Source: ComReg/MBIMS Consumer ICT Surveys 2004-2008 WWW.COm reg = |E
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But bundles are becoming more popular |

Bundling is growing as voice revenues fall, operators try to win
customers, and new players enter the industry.

27% of consumers in a 2008 survey stated that they buy two or more
communication services as part of a bundle.

Q. Do you subscribe to a bundled package from your service provider?

Subscription to a bundled service, 2008

dBundled WMNo bundle @Don't know

www.comreg.ie
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How has consumption of 540w
telecommunications services changed ™
since 19987

Now we will turn our attention to more detailed analysis of
consumers’ attitudes to, and usage of, communications products
and services over the past decade:

= |Internet and broadband
= Mobile telephony
» Fixed line telephony

= Broadcasting

ComRegq, in association with a number of research agencies, has
conducted annual consumer surveys on ICT usage over the last
decade, seeking answers to general questions like:

= What impact does ICT have on consumers?
= What value do consumers place on communications technologies?
» How much do consumers spend on their ICT usage?

=  What future ICT intentions do consumers have?

www.comreg.ie
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Consumer adoption of technology is not uniform

Percentage of diffusion in households

Maobile

Home Computer
60 4

Internet

0 Video DVD Player p.oodband
Recorder

at home?

20 4 ‘ Dishwasher

0

$8 (0 : § P c\‘o S N NN NG Q‘O
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At a general level, specific technologies are adopted by consumers over
varying periods of time. The chart below illustrates the typical times for

adoption of a range of technologies from washing machines to broadband
by consumers in the UK.

Diffusion of technology in the UK

www.comreg.ie
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ComReg’s recent research on Consumer segrﬁ\ents in

terms of usage of commmunications technoloc

“I need to learn more
about computers and
new technologies”

“l just don’t understand computers and
new technologies”

Tech Resisters Mobile Converts

Tech Savvy “New

technologies
make my life
“People look to me for advice easier”
about new technologies”

“I like to be one of the first to Tech Enthusiasts

use new technologies”

www.comreg.le
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The Technology Outlook of each Segment

“1t’s like when | come home from work ..the first thing I
do is turn on the laptop then turn on the kettle,
technology is just a part of who we are” (Tech Savvy)

“you are penalised if you don’t have technology, but for
those new technologies you just hang back and have a
wait and see attitude” (Tech Enthusiasts)

“Things are changing every hour now, not to mind every
month, things are moving so quickly, it is taking over
our children’s lives. it’s just hard to keep up” (Mobile

Converts)

“They are trying to drag us kicking and screaming into
the 21st century” (Tech Resisters)

www.comreg.ie
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Fixed and Mobile phone penetration, 2000-2008

Q. Do you have a residential fixed line phone in your home?

Q. Do you personally own a mobile phone?

100%
90% 1 8205
80%
70%
60%
50%
40%
30%
20% A
10%

0% +—Fmm—— T
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| Fixed —— Mobile |
The introduction of mobile pre-paid services in 1997 was undoubtedly the spur to

mass market penetration of the mobile phone. Total subscriptions doubled from
around 545,000 in 1997 to almost 1 million subscriptions in 1998.

*Note: From Q4 '07 Data is not rolling data, due to gap in research in 2007

www.comreg.ie
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Is there a typical fixed phone user?

Older age categories have the highest rates of fixed phone ownership
though this has declined somewhat over the last number of years. Lower
socio-economic groups are less likely to own a fixed line than wealthier
socio-economic groups.

Percentage Profile of Fixed Phone Owners

T

| Age 65+ 87% ;

! Socio-econom ic
‘ group AB 78%

o—=O0
Q4 2008

Age 25-34 47% ;
Socio-economic
group DE 41%

Age 65+ 92% ;
Socio-economic
group F 97%

Q4 2004

Age 25-34 35% ;
Socio-economic
group C2DE

[
|
0% 10% 20% 30% 40% 50% 60 % 70% 80 % 90% 100%

Source: ComReg/MBIMS Comsumer ICT Survey Q4 2008; ComReg/Amarach Consumer ICT Survey

Base: n=1,007;1,047 www.comreg.ie
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Is there a typical mobile phone user?

Mobile phone ownership is highest among younger age groups and wealthier socio-
economic groups. The CSO’s 2005 Household Budget Survey found that over 91%6 of
households in the highest income quintile (ie gross weekly income in excess of €1,524.57)
reported having at least one mobile phone, which was over twice as many as households
in the lowest income quintile (gross weekly income less than €312.23).

Percentage Profile of Mobile Phone Owners

T T T
" |[Age 18 - 34 98% ; Socio-
economic group C2 96%

Q4 2008

Age 65+ 33% ; Socio-
economic group F

Age 25-34 96% ;
Socio-economic
group ABC1 92%

o—o

Q4 2004

t
Age 65 - 74 71% ;
Socio-economic
group F 33%

T T

0% 20% 40% 50% 60 % 70% 90% 100%

Source: ComReg/MBIMS Comsumer ICT Survey Q4 2008; ComReg/Amarach Consumer ICT Survey Q4 2004

Base: n=1,007;1,047 www.comreg.ie
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Mobile phone usage has had an impact on landline
access (access substitution)

= Having a mobile phone continues to be the main reason for not having a
fixed line at home. This reason was cited by 50%b6 of respondents in 2004
and 80%b in 2008.

This was most likely to be cited by those in rented accommodation (84%b6 in
2008).

Q4 2004 Q12008
Have a current mobile subscription Have a mobile phone which you use instead
Fixed line call costs are too high Fixed line call costs are too high
Cost of connection and line rental too high Cost of connection and line rental is too high
Easy Access Elsewhere Plan to get a fixed line
Still waiting for installation/connection Easy access elsewhere e.g. payphone nearby,
Plan to get a fixed line in next 6 months Still waiting for installation/ connection

Other Other

Don't know Dont Know/Not stated

www.comreg.ie

Source: ComReg; AmarachQ4 2004 Consumer ICT Survey; MBIMS Consumer
ICT Survey Q1 2008
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Cord-cutting, i.e. where a householder drops a fixed line in favour of
a mobile phone, is a growing trend in Ireland and in the EU, ranging
from 1 in 5 consumers in Ireland to 1 in 2 consumers in Lithuania.

. . Telephony Access . .
— High levels of fixed >~~~ lowlevels of fixed line
line access

"’”’
!B g
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Percentage
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access

Y

Y
— — 1N 7‘7477:
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B 2 B2
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‘ B Fixed and mobile OFixed only OMobile only ONeither fixed nor mobile ‘

Source: e-communications Household Survey, June 2008
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Mobile phone usage has also had an impact on landline
usage (usage substitution

= Quality of reception
and convenience are
the two most
iImportant factors
cited by consumers
in determining
whether to use a
fixed line or mobile
phone.

Price of the call

Quality of reception
Therefore the cost

of the call appears Convenience

to be less important

to consumers than Time of day the call
reception quality Is made

and convenience. N,
(n = 676 Has a residential Fixed line phone), Q4 2006

www.comreg.le




\
1 J
m‘rﬁ oo ke

"f\ Commurications Regulation
Computer ownership has increased, stimulated by falls
INn prices particularly of laptops

Q. Do you have a Personal Computer (PC) in your house Laptop and PC — 11%
(including laptops that you usually have at home)? Higher Among

35-49
PC / Laptop Ownership é’?usdents
Living in Dublin
With Children 14%
Fixed Line
Home Internet Access

=4=—pPC == |aptop Both None
Laptop Only — 20%6
Higher Among

15-24

ABs

Students

No Fixed Line 24%
Broadband Con.

PC Only — 36%0
Higher Among

Males

35-49

Employed

Fixed Line

[ Narrowband Con.

0,
4% 3% None — 33%
‘ ‘ ‘ ‘ Higher Among
Q4 2006 Q1 2007 Q4 2007 Q2 2008 Q4 2008

65-74
Source: ComReg/MBIMS Consumer ICT Survey Q4 2008; Q4 2006

Fs
Conn/Ulster
Rural

Base: n=1,002 (all respondents) www,{:ﬂmreg e
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PC penetration levels vary according to age in particular

Percentage of Households with a PC Permanently in the Dwelling,
1998 - 2007

W 1998 02007

Male  female 16-24  25-34  35-44  45-54 55-64 65-74

Source: CSO Quarterly National Household Surveys

www.comreg.ie




Percentage of Households with an Internet Connection via PC

W 1998 02007

=)

BMW S&E Male female

Source: CSO Quarterly National household surveys

www.comreg.le




CTITilRIer R
Communications Regulation

Regional differences also exist with regard to'
penetration of PCs, internet and broadband

PC, Internet and Broadband Household Penetration (Census, 2006)
59.5%

PC Penetration

Internet Penetration

Leinster BB Penetration
Munster Connacht
Ulster (part of)

Source: Census, CSO, 2006

www.comreg.le
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Households are using broadband in greater numbers

Percentage of Households Using a Broadband Connection

=¢=—|reland

Source: Eurostat

www.comreg.ie
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How does Internet usage in Ireland compare’with users
elsewhere?

Average Hours per | Average Pages per ComReg’s most recent survey in late
Visitor Visitor 2008 found that the average
consumer spends 10 hours per week
online.

Europe
United Kingdom

Spain Those most likely to use the Internet
Netherlands frequently are men (11 hours/week),

France 25-34 year olds (11 hours/week),
Germany ABs (12), Dublin-based (12) and
Sweden those living in rented

Finland accommodation (12 hours/week).

Belgium

According to research by comScore,
on average, Irish users access the
internet just less than 15 hours per

Switzerland week.
Ttaly

Norway

Portugal

The chart opposite shows how
average usage in Ireland compares
to other European countries.

Denmark
Austria
Russia

Ireland

Source: comScore World Metrix, August 2008 www.comreg.le
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What do consumers in Ireland do on the Internet?

This chart shows that from banking and searching for a job to searching for health
information online, internet use has risen substantially over the last number of
years.

Use of Internet

Looking for a job

Health related activities

Interacting with public
authorities

Internet banking*

0% 5% 10% 15%

Source: CSO QNHS June 2003; Eurostat Newsrelease Decmeber 2008
*2003 includes purchaisng, selling or banking

www.comreg.ie
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Growing bandwidth consumption is driven bﬁ\strong
adoption of broadband and content such as video

2002- 2008 Traffic History (Euro-IX IXPs only)

P
'S

S S 3
< < 3
¥ v 3 9

Source: Euro-1X

Internet traffic has grown substantially over time. The Yankee Group projects
that by 2011, the average consumer will be consuming 20 GB per month or

about 400 times the 500 MB per month the average consumer uses today.

www.comreg.ie
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TV viewing has migrated to digital platformsf\over
time

Communicatipns Regulaticn

Delivery of TV services in Ireland, 2004-2008

m Cable m Satellite @ Free to air

Source: MBIMS/ComReg Consumer ICT Survey Q4 2008; www.comreg.le
Amarach Q1 2005, Base: all with TV at home




The CSO’s Household
Budget Survey
reported that 29.2%
of households had a
games console in
2005. Equivalent
penetration in the US
was around 40%o.

The Nintendo DS was
not available in
Ireland until 2005
and the Wii was
launched in 2007;
therefore it is
probable that games
console penetration
has increased
substantially since
2005.
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Console and Game Spend is relatively strong

Console and Game Sales, 2003-2007

Console Units

=8- Console Game Sales =@=PC Game Sales == Online Game Sales Oor‘solemits‘

Source: PricewaterhouseCoopers Gobal Entertainment and Media Cutlook

www.comreg.ie



And there is evidence of increased online gaming

Games Spending (US$ Millions) 2003 Games Spending (US$ Millions) 2007

7.90654, 4%
55.405245, 17%

40.30184, 20%

41.48417, 13%

232.3796, 70%
156.9926, 76%

|l Console/Handheld Games MPC Games MOnline Games |

Consumer spending on Consoles and games has grown from €159m ($205m)
in 2003 to €247m or €56 per capita in 2007 and online gaming has grown its
share of this market to 17%0 (4%06 in 2003). Growing broadband adoption has
undoubtedly been a factor in the rise of online I

www.comreg.ie
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Consumer behaviour: Switching fixed and mobile phone

supplier

Q. Have you switched your fixed line home phone supplier in the past twelve months?
Q. Have you switched mobile operator in the past twelve months?

Fixed
Fixed

Mobile

Source: ComReg; MBIMS Consumer ICT Survey Q1 2008; Q2 2006 survey www.comreg.le
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However 1 in 3 consumers says that they shop around

%0 Shopped Around — Q1 2007
All Fixed line Users 34%

Male

Female

15-24 year olds
25-44 year olds
45-64 year olds
65-74 year olds

Higher Income Groups 40%

Lower Income Groups 28%

0% 10% 2% %
Source: MBIMS consumer ICT Surnveys, 2006, 2007

Base: n=673; 696 www.comreg.ie
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While less than one in ten consumers Iodg
complaint with their provider

Have you made a complaint in the last 12 months?

2007 Average% Any Complaints
(among those shopping in each
type of outlet)

Clothing & Footwear Retailers 20%

Supermarkets 17%

Restaurants & Holels 13%

Furniture & Appliances Retailers 12%

Phone & Internet Companies 10%

Travel Agents 8%

Builders & Related Services %

Car Dealers 6%

Pubs 7%

(OO~ OB~ [W N

Banking & Insurance Providers 8%

Yes - Fixed Phone Yes - Mobile Phone Yes - Internet Provider

Source: Améarach Research for NCA, March 2008

Bases: 2002 (500), 2007 (993)
Source: ComReg, Millward Brown IMS

Of those surveyed, the percentage that has actually complained was
small in 2002 and has not changed much in more recent surveys.

NCA research in 2008 also found that 91%6 of consumers had never
made a complaint about their telecommunications provider.

We can say that there is generally a low incidence of complaints
made against communication operators, based on this survey data.

www.comreg.ie
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Q. Which one of the following methods of communication do you generally prefer to use?

%06 Higher Among
50-64

Face to Face 65-74

F

. Rural
Mobile telephone No Internet Access

No Home PC

Fixed telephone

Higher Among
15-24

Students

SMS Dublin

No fixed line

Email

Post Higher Among

65-74
AB
Homemaker

Other

Don’t know

« Of the communications technologies chosen, the mobile phone is the preferred technology
with about one in five people preferring this as their main method of communicating.

Base: All Respondents (n=1002) www.comreg.ie
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While the mobile phone is indispensable ™~
for many consumers
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Higher Among

15-24

C2s

Students

Live in Dublin

Live in Rest of Leinster
No Fixed Line

Have Broadband
Recent VolP usage
Mobile only users

Mobile telephone

Television

Fixed line

Internet Higher Among
65-74

DEs

Radio Live in Munster

No home PC

No Internet access

None of these

Don’t know

Q. Which ONE of the following communications devices/services do you feel you could not live
without?

Base: All Respondents (n=1002) www.comreg.ie
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Generally consumers do see technology as a positive
force

Overall, would you say that technologies like mobile phones, the
Internet, TV, radio and games consoles have made the quality of your life....

%

Much better l 46

A little bett
ittle better 36

Neither better nor worse :Il

A little worse

Much worse

Don’t know

Mean
Base: All Respondents (n=1002)

www.comreg.ie
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Conclusions

The period from 1998-2008 saw liberalisation of the Irish
telecoms market, rising consumer income, strong demand
for communications products and services as well as
development of new services such as mobile voice and
data services and broadband.

Consumers in Ireland are open to using new technologies
such as mobile phones, digital TV and game consoles.

However there are still challenges for policy makers and
the industry: around 40%b6 of households do not have any
form of internet access, and there are regional and social
challenges in terms of availability and adoption of
communications technologies and services.

The recent economic downturn also presents challenges in
terms of affordability of and access to telecoms services.

www.comreg.ie




