Commission for
Communications Regulation

Market Review

Fixed Voice Call Termination and
Mobile Voice Call Termination

Consultation and Draft Decisions
Reference: = ComReg 17/90r*
Date: 02/11/2017

* This revision corrects auto-formatting
and numbering errors in certain cross-
references in the text.

An Coimisitn um Rialail Cumarsaide
Commission for Communications Regulation

1 Larcheantar na nDugai, Sraid na nGildeanna, BAC 1, Eire, D01 E4XO0.
One Dockland Central, Guild Street, Dublin 1, Ireland, D01 E4XO.
Teil | Tel +353 1 804 9600 Fax +353 1 804 9680 Email info@comreg.ie Web www.comreg.ie



Market Review FVCT & MVCT ComReg 17/90

Legal Disclaimer

This Consultation document is not a binding legal document and also does not contain
legal, commercial, financial, technical or other advice. The Commission for
Communications Regulation is not bound by it, nor does it necessarily set out the
Commission’s final or definitive position on particular matters. To the extent that there
might be any inconsistency between the contents of this document and the due
exercise by it of its functions and powers, and the carrying out by it of its duties and
the achievement of relevant objectives under law, such contents are without prejudice
to the legal position of the Commission for Communications Regulation. Inappropriate
reliance ought not therefore to be placed on the contents of this document.

Redacted Information

Please note that this is a non-confidential version of the Consultation. Certain
information within the Consultation has been redacted for reasons of confidentiality
and commercial sensitivity, with such redactions indicated by the symbol <.
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1 Introduction

1.1 A subscriber to retail fixed voice:call (‘RFVC’) services and retail mobile voice
call ‘(RMVC’) services can make and receive calls to and from subscribers on
other fixed and mobile telephony networks.2 Making and receiving calls across
different Service Providers’ (‘SP(s’)’)® networks is made possible by means of
various wholesale interconnection services which include call origination,# call
transits (if necessary), and call termination. With respect to the termination
component, a wholesale charge is applied by the called party’s Service Provider
to terminate or complete calls on its individual (fixed or mobile) network. This
component of the broader wholesale interconnect services suite is referred to
as wholesale voice call termination (‘WVCT’).

1.2  WVCTs services offered by Service Providers fall into two categories; Fixed
Voice Call Termination (‘FVCT’) and Mobile Voice Call Termination (‘MVCT’).
When a subscriber of a Fixed Service Provider (‘FSP’) or Mobile Service
Provider (‘MSP’) receives a call, that subscriber's Service Provider must
terminate that call on its network. At a wholesale level a charge is levied by the
called party’s Service Provider on the calling party’s Service Provider, in order
to cover the costs associated with completing or terminating that incoming call
on its network.

! Please note that for the purposes of this Consultation, the term ‘fixed voice’ refers to voice services
provided to end users who make/receive voice calls at a fixed location, i.e. typically within the home or a
business premises. While the definition implies that the voice calls service is provided at a fixed location,
it does not necessarily imply that the underlying or supporting network is always a wired network.

2 In this Consultation, where appropriate, RFVC and RMVC are collectively referred to as ‘Retail Voice
Calls (‘RVC).

8 ‘Service Providers’ means Fixed Voice Service Providers (‘FSPs’) and Mobile Voice Service Providers
(‘MSPs’).

4 Fixed Voice Call Origination (‘FVCO’) is a wholesale service that involves the supply of the switching,
routing, and conveyance of a voice call up to a designated point of handover on a network, which is
typically located at a switching point in a telephone exchange (or equivalent point in a network). FVCO
services are often supplied with an access path (FA or WLR) over which FVCO is supplied.

5 Transit is a wholesale service provided to Fixed Service Providers and Mobile Service Providers
(together referred to as ‘Service Providers’) that involves the switching, routing and conveyance of calls
between the point of handover of the FVCO stage of a call, up to, but not including, the termination stage
of a call. The termination stage is typically from the nearest switching point to the called party onwards.
Several Service Providers currently provide transit in Ireland, including Eircom, BT and Virgin Media.

6 Originating Service Providers may not be directly interconnected with a Service Provider and, in such
circumstances, the purchase of FVCT or MVCT from the terminating Service Provider may take place via
a third-party transit provider. This type of indirect purchase of FVCT or MVCT is not shown in Figure 1
below, as this illustrates the purchase or FVCT or MVCT when both Service Providers are directly
interconnected.

12
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1.3

1.4

15

1.6

1.7

The ‘Calling Party Pays’ (‘CPP’)” principle is a retail principle, that impacts
wholesale termination markets and associated wholesale termination charges.
These charges are not directly visible to retail subscribers of fixed or mobile
voice services when they make or receive calls. However, calling parties’
Service Providers may pass these WVCT charges onto their retail subscribers,
either through the cost of making a call or in the overall cost of the service.

In providing RFVC, the FSP of the called party will apply a charge to the Service
Provider (either a FSP or MSP) of the calling party (who originated the call on
behalf of its subscriber) known as a Fixed Termination Rate (‘FTR’). Thus, an
FSP charges an FTR for providing FVCT. The FTR typically reflects the duration
of the call and is charged on a per minute basis, with some FSPs varying their
per-minute charge by time of day or week (peak / off peak/ weekend minutes),
as well as levying a fixed per-call charge.

Similarly, in providing RMVC, a MSP will typically apply a charge known as a
Mobile Termination Rate (‘MTR’) to the Service Provider of the calling party.
Thus, an MSP charges an MTR for providing MVCT. Similarly, the MTR reflects
the duration of the call and is charged on a per minute basis, with some MSPs
varying their per-minute charge by time of day or week (peak/ off peak/weekend
minutes), as well as levying a fixed per-call charge.

In this Consultation, where appropriate, FTRs and MTRs are collectively
referred to as ‘Termination Rates’. If a Service Provider originates and
terminates a call on its own network (an ‘on-net’ call), the Service Provider
effectively provides a termination service to itself.

Figure 1 below outlines a scenario whereby a subscriber is seeking to make a
call (the ‘calling party’) from their fixed line telephone or their mobile phone, to
contact someone on a fixed line telephone (the ‘called party’). The calling party
pays their Service Provider a retail charge for making the call. At the wholesale
level, the calling party’s Service Provider originates the telephone call on its
network and, where it is directly interconnected,? hands the call over to the FSP
of the called party, thereby facilitating the connection of the call to the called

party.

7 Under the Calling Party Pays principle, the subscriber initiating the call (‘the calling party’) incurs the
cost of the call (charged either as a monetary amount, or as a deduction from the subscriber’s allocation
of bundled minutes). The subscriber answering the call (‘the called party’) incurs no cost in doing so.

8 The calling party’s Service Provider may also be indirectly interconnected to the called party’s FSP, via
another Service Provider which provides a wholesale call transit service.

13
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1.8 The called party’s FSP charges the calling party’s Service Provider a FTR to
reflect the cost of providing the FVCT service. While the calling party and the
called party do not have direct visibility of FTR arrangements, it is likely that the
calling party’s Service Provider will pass some or all of the FTR through to the
calling party via retail call charges.®

Figure 1: Retail charging (Calling Party Pays) and FVCT arrangements

Retail charge

paid by Calling
Party to their
Service
Provider
Calling
Party Point of Interconnection
r‘ between networks
JDE € Receiving
Party
Originating
Retail Fixed Line or Terminating f | @
Call Mobile Service Fixed Service
Charge Provider Provider
€

E _QU €

Originating FSP or MSP pays
FTR to terminating FSP

1.9 As demonstrated in Figure 2 below, a MVCT service is provided when the
calling party’s Service Provider hands the call over to the MSP of the called
party.ie Similarly, the called party’s MSP will then charge the calling party’s
Service Provider an MTR to reflect the cost of providing the RMVC service.

9 This may be reflected in the cost of making calls or the overall cost of the package.

10 Either directly where it is interconnected, or indirectly, via another Service Provider who provides a
wholesale call transit service.

14
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1.10

1.11

1.12

Figure 2: Retail charging (Calling Party Pays) and MVCT arrangements

Retail charge

paid by Calling
Party to their
Service
Calling Provider
Party Point of Interconnection
between networks
’€‘ Receiving
' | E Party
- Originating i
Retail Fixed Line or Terminating 0
Call Mobile Service Mobile Service ‘
Charge L Provider
€
i \ €
@ Originating FSP or MSP pays

MTR to terminating MSP

In accordance with ComReg’s regulatory role to review certain electronic
communications markets, this Consultation presents ComReg’s preliminary
views on its analysis of the wholesale markets for both the provision of FVCT
(the proposed ‘Relevant FVCT Market(s)’) and, separately, the provision of
MVCT on individual mobile networks (the proposed ‘Relevant MVCT
Market(s)’).

The objective of this review is, ultimately, to decide if, absent regulation, any
FSP or MSP has Significant Market Power (‘SMP’) in a Relevant FVCT
Market(s) or Relevant MVCT Market(s) (together the ‘Relevant Termination
Markets’) and, if so, to impose appropriate remedies to address any
competition problems that have arisen or could arise in the duly-defined
Relevant Termination Markets. Such competition problems could, for example,
include:

e Refusal to supply FVCT or MVCT, resulting in an undermining of
competition and the inability for consumers to make calls across networks;

e The levying of excessive Termination Rates, resulting in higher costs for
those Service Providers originating calls, with such higher costs passed
through to retail subscribers in the form of increased charges for calls
and/or other services.

Remedies (or obligations) imposed by National Regulatory Authorities (‘NRAS’)
in other European Union (‘EU’) Member States, and by ComReg to date to
address such competition problems have generally focussed on access
obligations and price controls with respect to WVCT services, in addition to
other remedies designed to ensure non-discrimination and transparency.
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1.13 In this Consultation, ComReg presents its preliminary findings on its analysis of
the Relevant Termination Markets. The analysis set out in this Consultation
adopts the approach recommended by the European Commission (‘EC’) and,
in doing so, takes the utmost account of:

e The 2014 Recommendation and the Explanatory Note to the 2014
Recommendation?2 on relevant product and service markets susceptible
to ex ante regulation within the electronic communications sector;

e The 2002 SMP Guidelines® on market analysis and the assessment of
SMP;

e The 2009 Termination Rate Recommendation on the regulatory
treatment of Wholesale Termination Rates in the EU; and

e The 2005 Accounting Separation and Cost Accounting
Recommendation.:

1.14 ComReg also takes account of:

e The European Commission’s Notice on Market Definition for the
purposes of community competition law;¢ and

e Any relevant common positions adopted by the Body of European
Regulators for Electronic Communications (‘BEREC’).»"

1.15 ComReg has also had regard to relevant European Commission comments
made, pursuant to Article 7 of the Framework Directive, with respect to other
EU NRAs’ market analyses.

11 European Commission Recommendation of 9 October 2014 on relevant product and service markets
within the electronic communications sector susceptible to ex ante regulation (the ‘2014
Recommendation’).

12 Explanatory Note accompanying the Commission Recommendation on relevant product and service
markets within the electronic communications sector susceptible to ex ante regulation, dated 9.10.2014
(the ‘Explanatory Note to the 2014 Recommendation’). The Explanatory Note to the 2014
Recommendation is available at https://ec.europa.eu/digital-single-market/en/news/explanatory-note-
accompanying-commission-recommendation-relevant-product-and-service-markets.

13 European Commission guidelines on market analysis and the assessment of Significant Market Power
under the Community regulatory framework for electronic networks and services, OJ 2002 C 165/3 (the
‘SMP Guidelines’).

14 European Commission Recommendation of 7 May 2009 on the Regulatory Treatment of Fixed and
Mobile Termination Rates in the EU (2009/396/EC) (OJ L124/67 20.5.2009) (the ‘2009 Termination Rate
Recommendation’).

15 European Commission Recommendation of 19 September 2005 on accounting separation and cost
accounting systems under the regulatory framework for electronic communications (2005/698/EC) (the
‘2005 Accounting Separation and Cost Accounting Recommendation’).

16 Commission notice on the definition of relevant market for the purposes of Community competition law,
(the ‘Notice on Market Definition’), Official Journal C 372, 09/12/1997 pp.5-13.

17 BEREC, as established by Regulation (EC) No 1211/2009 of the European Parliament and of the
Council of 25 November 2009 establishing BEREC and the Office.
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1.16

1.17

This Consultation defines the Relevant FVCT Markets and the Relevant MVCT
Markets with respect to both product and geographic dimensions. It also
assesses competition within those markets and examines potential competition
problems before proposing appropriate regulatory remedies, in addition to
associated impacts, to address the competition problems identified. ComReg
seeks feedback from all interested parties on the preliminary views set out in
this Consultation.

Before setting out the analysis underpinning this market review, the remainder
of this introductory section describes the relevant legal and regulatory
framework, in addition to the regulatory approach in the respective Relevant
Termination Markets to date.

Legal basis and regulatory framework

1.18

1.19

1.20

1.21

This market review is being undertaken by ComReg in accordance with the
obligation under the Framework Directive (transposed into Irish law as the
Framework Regulations?) that NRAs should analyse relevant markets, and
take utmost account of the 2014 Recommendation and the SMP Guidelines.

Regulation 26 of the Framework Regulations requires that ComReg, taking the
utmost account of the 2014 Recommendation and of the SMP Guidelines,
defines relevant markets appropriate to national circumstances, in accordance
with the principles of competition law.

The European Commission, in the 2014 Recommendation, describes the
Relevant Termination Markets in the following terms:

“‘Wholesale call termination on individual public telephone networks
provided at a fixed location” (‘Market 1)

“Wholesale voice call termination on individual mobile networks”
(Market 2)

Regulation 25 of the Framework Regulations requires that, where ComReg
determines, as a result of a market analysis and in accordance with Regulation
27, that a given market (defined in accordance with Regulation 26) is not
effectively competitive, that ComReg is obliged under Regulation 27(4) to
designate an undertaking or undertakings with SMP in that market. In addition
ComReg must, as it considers appropriate, impose specific obligations on such
undertaking(s), or maintain or amend such obligations where they already exist.

18 Directive 2002/21/EC of the European Parliament and of the Council on a common regulatory
framework for electronic communications networks and services, as amended by Directive 2009/140/EC
(the ‘Framework Directive’). See, in particular, Article 16.

19 European Communities (Electronic Communications Networks and Services) (Framework)
Regulations 2011 (S.I. No. 333 of 2011) (the “Framework Regulations’). The Framework Regulations
transpose the Framework Directive into Irish law.

20 Annex to the 2014 Recommendation.
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1.22

1.23

1.24

1.25

In line with the “Modified Greenfield Approach” set out in the Explanatory Note
to the European Commission’s 2014 Recommendation,>> ComReg’s market
assessment starts from the assumption that SMP regulation is not present in
the specific market under consideration. However, regulation present in other
related markets or through the general regulatory framework is considered. This
approach avoids erroneously drawing conclusions regarding the competitive
structure of a particular market which may be influenced by, or indeed premised
on, existing regulation on that market. Considering how markets may function
absent regulation helps to ensure that SMP-based regulation is only applied (or
withdrawn) in circumstances where it is justified and proportionate to do so.

Where an operator is ultimately designated as having SMP in a market,
ComReg is obliged, under Regulation 8(1) of the Access Regulations,? to
impose on such an operator (or maintain where they already exist) such of the
obligations set out in Regulations 9 to 13 of the Access Regulations as it
considers appropriate. Obligations imposed must:

e Be based on the nature of the problem identified;

e Be proportionate and justified in the light of the objectives laid down in
section 12 of the Communications Regulation Act 2002 (as amended),2 and
Regulation 16 of the Framework Regulations; and

e Only be imposed following consultation in accordance with Regulations 12
and 13 of the Framework Regulations.

Section 12(1)(a) of the Communications Regulation Act 2002 (as amended)
sets out ComReg’s objectives in exercising its functions in relation to the
provision of electronic communications networks, electronic communications
services and associated facilities, namely to:

e Promote competition;
e Contribute to the development of the internal market; and
e Promote the interests of users within the European Union.

Apart from conducting a public consultation in accordance with Regulation 12
of the Framework Regulations, ComReg is also obliged to make its draft
measures accessible to the European Commission, BEREC and NRAs in other
Member States pursuant to Regulation 13(3) of the Framework Regulations.

21 Please refer to Page 13 of: https://ec.europa.eu/digital-single-market/en/news/explanatory-note-
accompanying-commission-recommendation-relevant-product-and-service-markets.

22 European Communities (Electronic Communications Networks and Services) (Access) Regulations
2011 (S.1. No. 334 of 2011) (the ‘Access Regulations’). The SMP Guidelines also state at paragraph 17
that “NRAs must impose at least one regulatory obligation on an undertaking that has been designated
as having SMP”.

28 Communications Regulation Act 2002 (No. 20 of 2002), as amended (the ‘Communications
Regulation Act 2002 (as amended)’).
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1.26 The Relevant FVCT Markets have, to date, been regulated in accordance with
ComReg’s 2007 FVCT Decision (the 2007 FVCT Decision’)in which Eircom
and the following six alternative FSPs were designated as having SMP on their
respective networks: BT Ireland; Verizon; UPC; Colt; Smart Telecom,? and
Magnet Networks.

1.27 The 2007 FVCT Decision imposed regulatory obligations in the form of access,
transparency, non-discrimination, price control, accounting separation and cost
accounting on Eircom. Transparency, non-discrimination and price control
obligations were imposed on the 2007 Alternative SMP FSPs.

1.28 Subsequent to the 2007 FVCT Decision ComReg undertook a market review of
the Relevant FVCT Markets in 2011 and 2012, and published a Consultation
and Draft Decision in September 2012.26 However, while the Response to
Consultation and Decision Document was notified to the European
Commission,?” a final decision was not adopted. The decision not to adopt a
final decision was in the light of an appeal of parallel decisions in the Mobile
Voice Call Termination (‘MVCT’) Markets (the ‘Mobile Termination Rates
Appeal’), which, amongst other things, sought to impugn a methodology that
was also utilised in the FVCT Draft Decision. That Mobile Termination Rates
dispute was ultimately settled in February 2016%* and a final decision was
adopted in respect of the MVCT market on 12 February 2016.3

24 ComReg Decision No. D06/07, Market Analysis — Interconnection Market Review Fixed Wholesale Call
Termination Services, ComReg Document 07/1009, 21 December 2007. See
https://www.comreg.ie/csv/downloads/ComReg07109.pdf (‘2007 FVCT Decision’).

25 Smart Telecom has since been acquired by Digiweb, which itself subsequently acquired Viatel.

26 ComReg Document No. 12/96, “Market Review — Wholesale Voice Call Termination Provided at a
Fixed Location, Consultation and Draft Decision”, dated 3 September 2012.

27 Reference Number IE/2012/1372.

28 See ComReg Document 12/124, Decision D11/12, “Market Review — Voice Call Termination on
Individual Mobile Networks — Response to Consultation and Decision Notice”, 21 November 2012 (the
‘2012 MVCT Decision’); and ComReg Document 12/125, ComReg Decision D12/12, “Mobile and Fixed
Voice Call Termination Rates in Ireland”, 21 November 2012 (the ‘2012 Pricing Decision’).

29 See ComReg Information Notice 12/139, “Appeal of ComReg’s Decision on Mobile Termination Rates”,
of 20 December 2012; ComReg Information Notice 13/80, “High Court Judgment on Mobile Termination
Rates”, of 16 August 2013; ComReg Information Notice 13/97, “High Court Order following its Judgment
of 14 August 2013 on Mobile Termination Rates”, of 21 October 2013; ComReg Information Notice 13/99,
“Supreme Court Appeal — Mobile Termination Rates Case”, of 6 November 2013; and ComReg
Information Notice 13/108, “Mobile Termination Rates Case”, of 21 November 2013.

30 ComReg Information Notice 16/14, “Mobile Termination Rates”, of 16 February 2016.

31 ComReg Document No. 16/09, ComReg Decision D02/16, “Mobile Termination Rates: Response to
Consultation 14/29 and Supplementary Consultation 15/19 and Decision Document”, dated 12 February
2016 (the 2016 MTR Decision’).
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1.29

1.30

As no final decision was adopted in respect of the FVCT Market pending
determination of the Mobile Termination Rates Appeal, regulation of the
Relevant FVCT Markets continues to be anchored to the 2007 FVCT Decision.

The Relevant MVCT Markets are regulated in accordance with ComReg’s
2012 MVCT Decision (the 2012 MVCT Decision’) and ComReg’s 2016 Mobile
Termination Rates Decision (the 2016 MTR Decision’).22 The 2012 MVCT
Decision designated six Mobile Service Providers (‘MSPs’)*® as having
Significant Market Power (‘SMP’) on six defined relevant MVCT markets.
Various obligations were imposed on these MSPs in respect of transparency,
non-discrimination, access, and price control, pursuant to Regulations 9, 10, 12
and 13 of the Access Regulations 2011.3s ComReg did not, at the time, consider
it necessary or justified to impose either cost accounting obligations or
accounting separation obligations. The 2016 MTR Decision imposed cost
oriented MTRs, determined using a Bottom-Up Pure LRIC cost model.

Current Review of the Relevant Termination
Markets

131

1.32

1.33

It is now appropriate to carry out a further review of both the Relevant FVCT
Markets and Relevant MVCT Markets (together the ‘Relevant Termination
Markets’), having regard to market developments and the time elapsed since
previous analyses.

Pursuant to Regulation 27(1) of the Framework Regulations, ComReg is
required to carry out an analysis of the Relevant Termination Markets, where
appropriate, consulting with the Competition and Consumer Protection
Commission (‘CCPC’) under section 34 or 47G of the Competition Act 2002 (as
amended).3s

Overall, in preparing this Consultation, ComReg has taken account of its
functions and objectives under the Communications Regulation Act 2002 (as
amended), in addition to requirements under the Framework Regulations and
the Access Regulations.

32 See footnote 31.

33 H3GlI, Lycamobile, Meteor, Telefénica, Tesco Mobile and VVodafone.

3 Wholesale MVCT supplied by Hutchinson 3G Ireland Limited; Wholesale MVCT supplied by
Lycamobile Ireland Limited; Wholesale MVCT supplied by Meteor Mobile Communications Limited;
Wholesale MVCT supplied by Telefonica Ireland Limited; Wholesale MVCT supplied by Tesco Mobile
Ireland Limited; and Wholesale MVCT supplied by Vodafone Ireland Limited

35 The European Communities (Electronic Communications Networks and Services) (Access)
Regulations 2011, S.I. No. 334 of 2011 (the ‘Access Regulations’).

36 Competition Act 2002 (No. 14 of 2002), as amended, (“Competition Act 2002 (as amended)”)

20



Market Review FVCT & MVCT ComReg 17/90

1.34 Throughout this Consultation, in the interests of consistency, ComReg will refer
to the various categories of Service Providers in the following terms:

Table 1: Service Provider terminology

FVCT Service Providers

Name Description

2007 SMP FSPs The 7 FSPs designated with SMP in the 2007 FVCT Decision

The 6 FSPs designated with SMP in the 2007 FVCT Decision,
2007 Alternative SMP FSPs | excluding Eircom

The 22 FSPs proposed to be designated with SMP arising from this

Proposed SMP FSPs Consultation

Proposed Alternative SMP | The 21 FSPs proposed to be designated with SMP arising from this
FSPs Consultation, excluding Eircom

The 15 FSPs proposed to be designated with SMP arising from this

Newly Proposed SMP FSPs Consultation which are not currently so designated

Unregulated FSP Any FSP offering FVCT which is not currently designated with SMP
‘ MVCT Service Providers
2012 SMP MSPs The 6 MSPs designated with SMP in the 2012 MVCT Decision®’

The 7 MSPs proposed to be designated with SMP arising from this

Proposed SMP MSPs Consultation

The 2 MSPs proposed to be designated with SMP arising from this

Newly Proposed SMP MSPs Consultation which are not currently so designated

Unregulated MSP Any MSP offering MVCT which is not currently designated with SMP

Service Providers

Existing SMP Service
Providers

The 2007 SMP FSPs and the 2012 SMP MSPs

Newly Proposed SMP

Service Providers The Newly Proposed SMP FSPs and the Newly Proposed SMP MSPs

Proposed SMP  Service

. The Proposed SMP FSPs and the Proposed SMP MSPs
Providers

Unregulated Service Provider | Unregulated FSPs and Unregulated MSPs

37 While the 2012 MVCT Decision designated 6 SMP MSPs, this number fell to 5 in 2014, following the
merger of two SMP MSPs, Three and O2.
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Information Sources

1.35 As part of this market review, ComReg has obtained qualitative and quantitative
information from Service Providers through a series of formal and informal
information requests, as well as through industry meetings. ComReg has also
reviewed, in detail, the experience of NRAs in regulating Relevant Termination
Markets in other jurisdictions and has carefully analysed guidance from the
European Commission, BEREC and other relevant commentators before
arriving at its preliminary views, as set out in this Consultation.

1.36 In conducting its analysis, ComReg has drawn on data from a number of
sources, including:

(a) Consumer and Business Market Research commissioned by ComReg
and carried out on its behalf by Red C during 2016 (the ‘2016 Market
Research’). This research included attitudinal surveys of retail end users
of fixed voice, mobile voice and other related telecommunications
services. This research is published with this Consultation in Annex 1;

(b) Information provided by Service Providers in response to detailed
statutory information requests® issued by ComReg in which both
guantitative and qualitative information on the Relevant Termination
Markets and on other related telecommunications services was sought
(‘Statutory Information Requests’ or ‘SIR(s)");

(c) Information provided to ComReg in subsequent follow-up correspondence
and discussions in relation to (b);

(d) Information provided to ComReg by Service Providers for the purpose of
ComReg’s Quarterly Key Data Report (‘QKDR’);* and

(e) Other information in the public domain.

38 In July 2016 pursuant to its powers under section 13D(1) of the Communications Regulation Act 2002
(as amended), ComReg issued a series of information requests to the following Service Providers: Eircom
Ltd, BT Ireland Communications Ltd, Vodafone Ireland Ltd, Verizon Ireland Ltd, Virgin Media Ireland Ltd,
PlanNet 21, Airspeed Communications Ltd, Colt Technology Services Ltd, Imagine Telecommunications
Ltd, Magnet Networks Ltd, Telcom Ltd, In2com Ltd, Finarea SA, Viatel Ireland Limited, BlueFace, Modeva
Networks Ltd, Equant Network Systems Ltd, Dialoga Servicios Interactivos SA, Intellicom Ireland Ltd,
Magrathea Telecommunications Ltd, Voxbone SA, Three Ireland Ltd, Meteor Mobile Communications
Ltd, Tesco Mobile Ireland Ltd, Lycamobile Ireland Ltd, and Carphone Warehouse Ireland Mobile Ltd.

% The most recent ComReg QKDR (Q2  2017) is available online at
https://www.comreg.ie/industry/electronic-communications/market-information/quarterly-key-data-
report/
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1.37 The 2016 Market Research referred to above was undertaken on behalf of
ComReg to inform its FVCT and MVCT market reviews and examine the
attitudes of both personal and SME end users to various issues related to the
provision of fixed voice, mobile voice and other related -electronic
communications services. The field work supporting the 2016 Market Research
took place in the period July 2016 to September 2016 with the results finalised
and provided to ComReg in October 2016.

1.38 As part of the 2016 Market Research, 1,000 residential households were
surveyed through face-to face interviews+ and 500 SMEs* were surveyed via
a computer aided telephone interview (‘CATI’), with the person interviewed
being the individual responsible for selecting the relevant business’s
telecommunications providers.

1.39 The surveys examined, inter alia:

(a) Importance placed by end users on ownership and usage of particular
technologies;

(b) Willingness of end users to switch between communications providers and
technologies;

(c) Attitudes to, and actual reactions to, changing scenarios in the price of
telecommunications services;

(d) The importance of bundled service offers for residential customers; and
(¢) The use of OTT and VolIP services.

1.40 ComReg refers to the outputs from the 2016 Market Research, along with the
other data sources referred to above, throughout the remainder of the analysis
in this Consultation.

1.41 It should be noted that, rather than being definitive, the 2016 Market Research
informs the analysis throughout this Consultation, and its outputs are
considered alongside empirical data/evidence, where available, in particular,
alongside data presented in the QKDR and in response to Statutory Information
Requests.

Consultation Process

1.42 As noted above, the purpose of this Consultation is to set out ComReg’s
preliminary views on its analysis of the Relevant Termination Markets (including
product and geographic definition, competition analysis and remedies, as
appropriate).

1.43 ComReg invites all interested parties to respond to the questions set out in this
Consultation, and to comment on any other aspect of the Consultation.

40 See 2016 Consumer Market Research in Annex 1.

41 See 2016 Business Market Research in Annex 1.
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1.44 In so doing, respondents are requested to clearly explain the reasoning for their
response, indicating the specific relevant paragraph numbers within the
Consultation to which their response refers, along with all relevant factual or
other evidence supporting views presented. Respondents should submit their
views in accordance with the instructions set out on the cover page of this
Consultation.

1.45 Respondents should also be aware that all non-confidential responses to this
Consultation will be published, subject to the provisions of ComReg’s guidelines
on the treatment of confidential information.®2 Respondents should ensure
that a non-confidential version of their response is provided by the
closing date set out below, which clearly sets out which specific text
respondents consider to be confidential. Confidential elements of
responses must be clearly marked as such, using the following format:
[<text deemed to be confidential], and be set out in a separate document
which must also be provided to ComReg by the closing date set out
below.

1.46 All responses should be sent by post or email to the address below to arrive on
or before 17:30 on Wednesday, January 10", 2018. ComReg is providing an
11 week period within which interested parties may respond. Responses
received after this date will not be considered. Responses should be marked
for the attention of:

Maire FitzGerald

Commission for Communications Regulation
1 Dockland Central

Guild Street

Dublin 1

D01 E4X0

Ph: +353 1 804 9631

Email: wholesaleconsult@comreqg.ie

1.47 In submitting comments, respondents are requested to provide a copy of their
submissions in an unprotected electronic format in order to facilitate their
subsequent publication by ComReg.

42 See ComReg Document 05/24, “Guidelines on the treatment of confidential information”, March 2005.
https://www.comreg.ie/csv/downloads/ComReg0524.pdf
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1.48

1.49

This is a non-confidential version of the Consultation. Certain information within
the Consultation has been redacted for reasons of confidentiality and
commercial sensitivity, with such redactions indicated by the symbol $<. Should
an individual Service Provider wish to review its own redacted information, it
should make a request for such in writing to ComReg (to the person identified
above) and indicate the specific paragraph numbers within which the redacted
information being requested is contained. ComReg will consider requests for
redacted information and will, subject to the protection of commercially sensitive
and confidential information, respond accordingly.

It is also important to note that ComReg also intends to publish a Consultation
on the revision of both FTRs and MTRs (the ‘Separate Pricing Consultation’) in
Q4 2017, and interested readers may also wish to familiarise themselves with
the content of that Consultation.

Structure of the report

1.50

The remainder of this Consultation Paper is structured as follows:

e Section 2 contains an executive summary of the issues, and proposals for
regulation of the Relevant Termination Markets.

e Section 3 gives an overview of trends and developments in the RFVC and
RMVC markets that have occurred since 2013.

e Section 4 provides an assessment of the structural and behavioural
characteristics of the RFVC and RMVC markets, with a view to informing
the subsequent definition and SMP analysis of the Relevant Termination
Markets.

e Section 5 defines the Relevant FVCT Markets and Relevant MVCT
Markets from both a product and a geographic perspective.

e Section 6 assesses competition within each of the defined Relevant
Termination Markets and considers whether any FSP or MSP operating
within such markets holds a position of SMP.

e Section 7 sets out the main competition problems that could, absent
regulation, occur within the Relevant Termination Markets (and related
markets), along with the likely consequential impacts on competition and
consumers.

e Section 8 sets out proposed regulatory remedies to address competition
problems, in the form of obligations that would be imposed on FSPs and
MSPs designated with SMP.

e Section 9 sets out the Regulatory Impact Assessment (‘RIA’) of the
proposed approaches to regulation in the Relevant Termination Markets,
respectively.

e Section 10 sets out the next steps that will follow the publication of this
Consultation.
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e Annex 1 contains the outputs of the 2016 Consumer Market Research and
2016 Business Market Research (together the ‘2016 Market Research’),
commissioned by ComReg for the purpose of informing its analysis of the
Relevant FVCT Markets.

e Annex 2 contains the outputs of the 2016 Market Research, commissioned
by ComReg for the purpose of informing its analysis of the Relevant MVCT
Markets.

e Annex 3 provides a non-exhaustive overview of key characteristics of retalil
price plans offered by FSPs and MSPs.

e Annex 4 provides an analysis of a range of criteria considered other than
those set out in Section 4 when assessing whether a FSP or MSP has SMP.

e Annex 5 sets out a list of key FVCT and MVCT suppliers.

e Annex 6 sets out the Decision Instrument which specifies, in legal terms,
the nature of the regulatory remedies relating to FSPs designated with SMP
in the Relevant FVCT Markets, as discussed in Section 6.

e Annex 7 sets out the Decision Instrument which specifies, in legal terms,
the nature of the regulatory remedies relating to MSPs designated with
SMP in the Relevant MVCT Markets, as discussed in Section 6.

e Annex 8 list each of the questions set out in this Consultation and on which
views from interested parties are now being sought.

e Annex 9 contains a glossary of the most frequently used terms used within
this Consultation.

e Annex 10 contains a description of the methodology used to assess the
impact of Countervailing Buyer Power (‘CBP’).
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2

Executive Summary

Overview

2.1

2.2

2.3

2.4

Telephone calls made from one network to another are initiated (or ‘originated’)
on one Service Provider's network and completed (or ‘terminated’) on
another’'s. While the person making the call (the ‘calling party’) pays the
originating Service Provider for doing so, a separate transaction usually takes
place at wholesale level, whereby (in most cases) the terminating Service
Provider charges the originating Service Provider for completing the call.

This wholesale interconnection service is known as wholesale voice call
termination (‘WVCT’), and can be subdivided into Fixed Voice Call Termination
(‘FVCT’) in the case of calls delivered to telephones at a fixed location and
Mobile Voice Call Termination (‘MVCT’) in the case of calls delivered to mobile
telephones. WVCT allows retail subscribers of the originating Service Provider
the ability to call and be connected to retail customers of the recipient Service
Provider (the ‘called party’). Service Providers can be subdivided into Fixed
Service Providers (‘FSPs’) and Mobile Service Providers (‘MSPs’), depending
on whether they operate fixed or mobile networks.

In the context of facilitating subscribers’ abilities to make calls to subscribers of
other networks (‘off-net calls’), the originating Service Provider pays a
wholesale charge to the terminating Service Provider, known as a termination
rate. Termination rates levied by MSPs are known as Mobile Termination Rates
(‘MTRS’), or Fixed Termination Rates (‘FTRs’) when levied by FSPs. The
termination rate allows the terminating Service Provider to recover relevant
costs associated with the provision of the WVCT service, which completes the
incoming leg of a call to its subscriber.

Seven MSPs are currently active on the retail mobile telephony market, three
of whom own mobile networks. The other four MSPs have commercially
negotiated Mobile Virtual Network Operator (‘MVNQO’) access to other MSPS’
networks. In general, under an MVNO arrangement a Service Provider will rent
access to a Mobile Network Operator’'s (‘MNQO’s’) mobile access network,
whether in the form of buying volumes of minutes, texts or data or other capacity
arrangements. Together, these seven MSPs provide mobile voice services to
just under 4.9 million subscriptions in Ireland.
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2.5 Alarge number of FSPs are currently active on the retail fixed telephony market,
some of which operate their own network infrastructures or switching
equipment, and some of which own no infrastructure and operate on a purely
resale basis. Only some of these FSPs are involved in the provision of FVCT,
having regard to their underlying network infrastructure, including their
wholesale network access arrangements.*

2.6 ComReg is required to review certain electronic communications markets in
order to decide whether regulation is appropriate and, if so, what form such
regulation should take. The European Commission (‘EC’) has established that
wholesale MVCT and wholesale FVCT markets are, in general, susceptible to
ex ante regulation and this Consultation presents ComReg’s preliminary views
on its analysis of the wholesale markets for the provision of both FVCT and
MVCT (the ‘Relevant FVCT Market(s)’ and the ‘Relevant MVCT Market(s)’;
collectively, the ‘Relevant Termination Markets’) in the State.

2.7 Pursuant to ComReg’s previous analysis of the Relevant FVCT Markets, set
out in its 2007 FVCT Decision,* seven FSPs are currently subject to regulation,
namely Eircom, BT, Digiweb, Magnet, Virgin Media, Colt and Verizon. Having
regard to developments since the 2007 FVCT Decision and the 2012 FVCT
Consultation,*s ComReg is now carrying out a new analysis to assess whether
regulation of FVCT provided by such FSPs continues to be warranted, and
whether it needs to be extended, for the first time, to other FSPs operating in a
Relevant FVCT Market.

43 For example, Eircom is required by regulation to provide a wholesale line rental and calls access
service (called ‘Single Billing through Wholesale Line Rental’ or ‘SB-WLR’). This enables FSPs that do
not have sufficient network presence to provide retail line rental/calls services to their subscribers. In
these circumstances, when a call is terminated to these SB-WLR based subscribers, it is Eircom that
provides the FVCT service and collects the FTR revenues.

44 ComReg Decision No. D06/07, Market Analysis — Interconnection Market Review Fixed Wholesale Call
Termination Services, December 2007 (hereafter, the ‘2007 FVCT Decision’).

45 Market Review Wholesale Voice Call Termination Services Provided at a Fixed Location, ComReg
Document No. 12/96. https://www.comreg.ie/csv/downloads/ComReq1296.pdf (2012 FVCT
Consultation’). As set out in paragraph 1.28 above, ComReg did not proceed to issue a final FVCT
Decision, due to uncertainties arising from the Vodafone High Court challenge to ComReg’s 2012 MVCT
and Pricing Decisions.

28


https://www.comreg.ie/csv/downloads/ComReg1296.pdf

Market Review FVCT & MVCT ComReg 17/90

2.8 Likewise, pursuant to ComReg’s previous analysis of the Relevant MVCT
Markets, as set out in the 2012 MVCT Decision, five MSPs are currently subject
to regulation, namely Three, Tesco Mobile Ireland (‘TMI’), Lycamobile, Meteor,*
and Vodafone.# Having regard to developments since 2012, ComReg is now
carrying out a new analysis to assess whether regulation of MVCT provided by
such MSPs continues to be warranted and whether it needs to be extended, for
the first time, to other MSPs.

2.9 In carrying out a market review, ComReg follows a three stage process. First,
the scope of the markets in question is quantified and defined (‘market
definition’). As part of this exercise, ComReg commissioned Red C to carry out
retail market research, which ComReg then reviewed. Red C interviewed 500
SMEs and over 1,000 personal consumers in July and August 2016 as part of
its research brief. Second, ComReg assesses whether any Service Provider
possesses Significant Market Power (‘SMP’) on any of those markets
(‘competition assessment’). Third, ComReg assesses what harm to competition
could result from the potential exercise of market power, having regard to
Service Providers’ abilities and incentives to engage in anti-competitive
behaviour (‘competition problems’), and, arising from this, what preventative
measures or obligations (‘remedies’) must be put in place to prevent harm to
competition, competitors and, ultimately, consumers.

2.10 In respect of FVCT, ComReg proposes that the Relevant FVCT Markets are
individually defined as:

“the provision by an FSP of a wholesale FVCT service to other Service
Providers from the nearest point to the End User or level on that
terminating FSP’s network at which incoming voice calls can be
handed over for termination to Geographic Numbers,“ and in respect
of which that FSP is able to set the FTR.”

46 Meteor announced in July 2017 that its branding would be retired and replaced with Eircom branding
from September 2017. Accordingly, all references to ‘Meteor’ in this document refer to the entity of that
name designated with SMP in the 2012 MVCT Decision. All forward-looking references in this
Consultation to that entity will refer to ‘eir Mobile’, following the naming convention described by eircom
Holdings (Ireland) Limited in its 2017 Annual Report for Bondholders: “Our Mobile division is comprised
of both consumer and eir business mobile. From September 2017, the Meteor brand has been retired;
both  mobile divisions will operate under the eir Mobile brand going forward.”
https://www.eir.ie/opencms/export/.content/pdf/IR/reports/2016 2017/quarterd/eir_4th quarter and full
year results to 30 June 2017 annual bond document 1.pdf at p.61.

47 The 2012 MVCT Decision designated six MSPs with SMP, but one — O2 — subsequently exited the
market, following the 2014 Three/O2 merger, leaving five remaining SMP MSPs.

48 Numbers for use at a fixed location (Geographic Numbers) are broadly defined in the 2015 Numbering
Conditions of Use (ComReg Document 15/136), as may be amended from time to time. The current
definition of a Geographic Number in the Numbering Conditions of Use is a number from the National
Numbering Scheme where part of its digit structure contains geographic significance used for routing
calls to the physical location of the network termination point (NTP).
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2.11

2.12

2.13

2.14

2.15

2.16

ComReg considers that all 22 FSPs which provide FVCT and control the FTR
that is charged constitute separate individual relevant markets for the purposes
of this review. ComReg’s preliminary views on the competition assessment also
shows that each of the 22 FSPs providing such FVCT has SMP in its own FVCT
market (together the ‘Proposed SMP FSPs’) with these identified in paragraph
2.34 below. Accordingly, ComReg proposes that FSPs which provide FVCT
services be subject to regulation. A key aspect of ComReg’s regulatory
proposals is that the price charged by FSPs for the provision of FVCT be
regulated. The precise details of the proposed price control methodology will be
set out in the Separate Pricing Consultation.

In respect of MVCT, ComReg proposes that the Relevant MVCT Markets are
individually defined as:

“the provision by a MSP of a wholesale MV CT service to other Service
Providers for the purpose of terminating incoming voice calls to mobile
numbers, and in respect of which that MSP is able to set the MTR.”

ComReg considers that all MSPs which provide MVCT and control the MTR
that is charged constitute separate individual relevant markets for the purposes
of this review. The competition assessment also shows that each MSP occupies
a dominant position in its own MVCT market. Accordingly, ComReg proposes
that MSPs which provide MVCT services would be regulated. A key aspect of
ComReg’s regulatory proposals is that the price charged by MSPs for the
provision of MVCT be regulated. The precise details of the proposed price
control methodology will also be set out in the Separate Pricing Consultation.

ComReg’s preliminary view is that each of Three, eir Mobile, Lycamobile, TMI,
Virgin Media, iD Mobile and Vodafone has SMP in their Relevant MVCT
Markets (together the ‘Proposed SMP MSPs’).

ComReg notes the June 2017 statement made in Dixons Carphone plc’s
preliminary financial results for 2016/2017 that

“‘We have made the decision to exit our iD mobile operations in the
Republic of Ireland. The iD mobile operations in the Republic of
Ireland represent a different business model to the UK, as it is a
capacity MVNO with options for expanding its spectrum. This brings
with it excellent control, but that comes with upfront costs and
increased administration, and we believe the business will flourish
faster under dedicated ownership.™

While ComReg notes iD Mobile’s stated intention to exit operations in the State,
ComReg sees no reason to alter its analysis of iD Mobile on the grounds of
those stated intentions, and therefore proposes to designate iD Mobile (and its
affiliates, assignees or successors) with SMP.

http://otp.investis.com/clients/uk/dixons _carphone plc/rns/regulatory-

story.aspx?cid=1821&newsid=886723
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2.17 Throughout this Consultation, in the interests of consistency, ComReg will refer
to the various categories of Service Providers in the following terms:

Table 2: Service Provider terminology

FVCT Service Providers

Name Description

2007 SMP FSPs The 7 FSPs designated with SMP in the 2007 FVCT Decision

The 6 FSPs designated with SMP in the 2007 FVCT Decision,
2007 Alternative SMP FSPs | excluding Eircom

The 22 FSPs proposed to be designated with SMP arising from this

Proposed SMP FSPs Consultation

Proposed Alternative SMP

FSPs The 21 FSPs proposed to be designated with SMP, excluding Eircom

The 15 FSPs proposed to be designated with SMP which are not

Newly Proposed SMP FSPs currently so designated

Unregulated FSP Any FSP offering FVCT which is not currently designated with SMP

MVCT Service Providers
2012 SMP MSPs The 6 MSPs designated with SMP in the 2012 MVCT Decisions°

Proposed SMP MSPs The 7 MSPs proposed to be designated with SMP

The 2 MSPs proposed to be designated with SMP which are not

Newly Proposed SMP MSPs currently so designated

Unregulated MSP Any MSP offering MVCT which is not currently designated with SMP

Service Providers

Existing SMP Service

. The 2007 SMP FSPs and the 2012 SMP MSPs
Providers

Newly Proposed SMP

Service Providers The Newly Proposed SMP FSPs and the Newly Proposed SMP MSPs

Proposed SMP  Service

. The Proposed SMP FSPs and the Proposed SMP MSPs
Providers

Unregulated Service Provider | Unregulated FSPs and Unregulated MSPs

50 While the 2012 MVCT Decision designated 6 SMP MSPs, this number fell to 5 in 2014, following the
merger of two SMP MSPs, Three and O2.
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2.18

2.19

2.20

2.21

2.22

A central competition problem arising in each of the Relevant Termination
Markets is the ability and incentive of an SMP Service Provider, by virtue of its
market power, to set its termination rates above the level which would otherwise
be expected in a competitive market. Having regard to the definitions of the
Relevant Termination Markets, at the retail level, due to the Calling Party Pays
(‘CPP’) principle, the calling party typically bears the entire cost of the call and
the called party incurs no direct cost in doing so. As FTRs and MTRs (together,
‘Termination Rate(s)’) feed into the retail costs of making off-net calls, they
ultimately feed into the retail prices charged by Service Providers for making
off-net calls (or to the entire cost of the service provided).

Because of the CPP principle, the subscriber receiving the call is not typically
sensitive to the termination rate set by its Service Provider (as the termination
rate is paid for by the originating Service Provider and fed through into charges
to its retail subscriber). This called party indifference to termination rates,
coupled with excessively priced termination rates may distort competition
between Service Providers, as excessive termination rates, depending on
relative traffic flows, effectively raise the costs (or reduce the profitability) of rival
Service Providers with whom the terminating Service Provider is in competition.

Regulation within the Relevant Termination Markets to address the exercise of
SMP by Service Providers includes, for example, imposing price control
obligations that seek to ensure termination rates charged by SMP Service
Providers are reflective of costs. In this regard, ComReg is required to take
utmost account of the European Commission’s 2009 recommendation on the
appropriate cost methodology to be employed by all NRAs when setting
termination rates (the ‘2009 Termination Rate Recommendation’).

ComReg has specified in detail in this Consultation the regulatory obligations
which it proposes to impose on SMP Service Providers with respect to access,
transparency, non-discrimination, price control and — on Eircom alone - cost
accounting. The Separate Pricing Consultation is expected to issue in Q4 2017
and will consider, in detail, the further specification of the detailed nature of the
cost orientation obligation to be imposed.

The main issues set out in this Consultation, upon which ComReg is now
seeking inputs from interested parties, are further summarised below.
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Definition of the Relevant Termination Markets
and Competition Assessment

2.23

2.24

2.25

2.26

2.27

Prior to assessing whether a Service Provider has SMP, ComReg must first
define the Relevant Termination Markets. In this regard, ComReg has, as a first
step, carried out an assessment of retail markets to examine whether any retalil
consumer behaviour is likely to indirectly constrain a Service Provider in setting
termination rates above the level which would otherwise be expected to obtain
in a competitive market. ComReg then moves to analyse the upstream
wholesale Relevant Termination Markets to determine whether any wholesale
products or services could be considered by a Service Provider as an effective
substitute for WVCT, taking account of any demand-side and supply-side
considerations.

Having regard to the CPP principle, and a humber of other factors, ComReg
provisionally concludes that retail consumer behaviour is unlikely to act as an
effective constraint on WVCT pricing behaviour.

ComReg considers the key features of WVCT from a technological and
numbering perspective, including whether there are any effective substitutes for
WVCT, taking account of demand-side and supply-side considerations.

ComReg’s preliminary analysis suggests that neither retail nor wholesale
constraints are likely to be effective in preventing a Service Provider who
supplies WVCT from setting its termination rates above the level which would
be expected to obtain in a competitive market.

Relevant FVCT Markets

Key characteristics of FVCT services include:

(a) the FSP’s control (either through the grant of a right of use by ComReg,
or the transfer of that right of use to another authorised undertaking) of the
subscriber’s fixed number,st which is used by the terminating FSP to route
the final leg of an inbound call to an end user at a fixed location;

(b) interconnection between networks and the FSP’s ability to set/control the
FTR for inbound calls to fixed telephone numbers; and

(c) technological neutrality (i.e. FVCT services for calls to all fixed telephone
numbers are included, regardless of whether the underlying technology is
wired or wireless).

51 As set out in Section 5, and for the purposes of this market review, ‘fixed numbers’ encompasses
Geographic Numbers, 076 numbers, and emergency (112/999) numbers.
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2.28 ComReg is of the preliminary view that there are no effective substitutes for
such FVCT services within the timeframe of this market review. Technically the
appropriate handover point for FVCT at wholesale level is also considered to
reflect the final point on the network at which the originating Service Provider
can interconnect with the terminating FSP, and beyond which only the
terminating FSP can complete the call to the called party.

2.29 ComReg is therefore of the preliminary view that the Relevant FVCT Markets
consist of:

‘the provision by a FSP of a wholesale FVCT service to other Service
Providers from the nearest point to the End User or level on that
terminating FSP’s network at which incoming voice calls can be
handed over for termination to Geographic Numbers, and in respect
of which that FSP is able to set the FTR.

The geographic scope of the Relevant FVCT Market(s) corresponds
to the geographic coverage of each individual FSP’s network.”

2.30 Accordingly, and having considered a range of other factors, ComReg proposes
to define 22 separate Relevant FVCT Markets, by reference to characteristics
related to the allocation to FSPs of fixed numbers (which are used by
subscribers to make calls, and used by FSPs to route the final leg of an inbound
call to a subscriber’s fixed line telephone), and the FSP’s ability to set the FTR.

2.31 Itis ComReg’s preliminary view that the following 22 separate Relevant FVCT
Markets exist:

(@) Wholesale FVCT supplied by Airspeed Communications Unlimited
(“Airspeed Communications”);
(b) Wholesale FVCT supplied by Blue Face Limited (“Blueface”);

(c) Wholesale FVCT supplied by BT Communications Ireland Limited (“BT
Communications”);

(d) Wholesale FVCT supplied by Colt Technology Services Limited (“Colt
Technology”);

(e) Wholesale FVCT supplied by Dialoga Servicios Interactivos, SA (“Dialoga
Servicios”);

(f)  Wholesale FVCT supplied by Eircom Limited (“Eircom”);

() Wholesale FVCT supplied by Equant Network Services International
Limited (“Equant”);s2

(h) Wholesale FVCT supplied by Finarea SA (“Finarea”);

(i) Wholesale FVCT supplied by Imagine Communications Ireland Limited
(“Imagine”);

(i) Wholesale FVCT supplied by In2tel, a business name of In2com Limited
(“In2com”);

52 A subsidiary of Orange Business Services.
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2.32

2.33

(k) Wholesale FVCT supplied by Intellicom Ireland Limited (“Intellicom”);

() Wholesale FVCT supplied by Internet Protocol Telecom Limited (“IP
Telecom?);

(m) Wholesale FVCT supplied by Magnet Networks Limited (“Magnet
Networks”);

(n) Wholesale FVCT supplied by Magrathea Telecommunications (Ireland)
Limited (“Magrathea”);

(0) Wholesale FVCT supplied by Modeva Networks Unlimited (“Modeva
Networks”);

(p) Wholesale FVCT supplied by PlanNet 21 Communications Limited (or, for
the avoidance of doubt, its 100% owned subsidiary, 3Play Plus Limited)
(“PlanNet21 Communications”);

() Wholesale FVCT supplied by Telcom Limited (“Telcom”);

(ry  Wholesale FVCT supplied by Verizon Ireland Limited (“Verizon”);

(s) Wholesale FVCT supplied by Viatel Ireland Limited (“Viatel”);

(t) Wholesale FVCT supplied by Virgin Media Ireland Limited (“Virgin
Media”);

(u) Wholesale FVCT supplied by Vodafone Ireland Limited (“Vodafone”); and

(v) Wholesale FVCT supplied by Voxbone SA (“Voxbone”).

It is recognised that additional FSPs could start supplying FVCT over the
lifetime of this market review. ComReg proposes to monitor and consider such
developments on a case-by-case basis. In doing so, ComReg proposes to rely
substantively on the current detailed assessment in this Consultation to
determine whether the services provided by any new-entrant FVCT supplier
constitute a Relevant FVCT Market, whether such an FSP has SMP, and if it
would be appropriate to impose similar regulatory obligations on it.

ComReg has assessed whether each of the FSPs operating within the above
separate Relevant FVCT Markets has SMP, that is, the ability to behave, to an
appreciable extent, independently of its competitors, customers and
consumers. Having considered existing competition, the potential for
competition to emerge over the next two years, along with other factors (such
as FSPs’ FTR pricing behaviour and the strength of any Service Provider’s
buyer power in its FVCT negotiations with FSPs), it is ComReg’s preliminary
view that each of the Relevant MVCT Markets is not effectively competitive.
Consequently, ComReg proposes to designate each of the FSPs operating
within each Relevant FVCT Market as having SMP.
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2.34

2.35

2.36

2.37

2.38

Relevant MVCT Markets

Key characteristics of MVCT services include:

(a) the MSP’s control (either through the grant of a right of use by ComReg,
or the transfer of that right of use to another authorised undertaking) of the
subscriber’s mobile number, which is used by the terminating MSP to
route the final leg of an inbound call to an end user;

(b) interconnection between networks and the MSP’s ability to set/control the
MTR for inbound calls to mobile numbers; and

(c) technological neutrality (i.e. MVCT services for calls to all mobile numbers
are included, regardless of whether the underlying technology is wired or
wireless).

ComReg is of the preliminary view that there are no effective substitutes for
such MVCT services within the timeframe of this market review.

ComReg is of the preliminary view that the Relevant MVCT Markets consist of:

‘the provision by a MSP of a wholesale MV CT service to other Service
Providers for the purpose of terminating incoming voice calls to mobile
numbers, and in respect of which that MSP is able to set the MTR.

The geographic scope of the Relevant MVCT Market(s) corresponds
to the geographic coverage of each individual MSP’s network.”

Accordingly, and having considered a range of other factors, ComReg proposes
to define seven separate Relevant MVCT Markets, by reference to
characteristics related to the allocation to MSPs of mobile numbers (which are
used by subscribers to make calls, and used by MSPs to route the final leg of
an inbound call to a subscriber’'s mobile), and the MSP’s ability to set the MTR.

It is ComReg’s preliminary view that the following separate Relevant MVCT
Markets exist:

(@) Wholesale MVCT supplied by eir Mobile, a business name of eircom
Limited,;

(b) Wholesale MVCT supplied by iD Mobile;

(c) Wholesale MVCT supplied by Lycamobile Ireland;

(d) Wholesale MVCT supplied by Tesco Mobile Ireland;

(¢) Wholesale MVCT supplied by Three Ireland;

(f)  Wholesale MVCT supplied by Virgin Media Ireland; and
(g) Wholesale MVCT supplied by Vodafone Ireland.

36



Market Review FVCT & MVCT ComReg 17/90

2.39

2.40

It is worth noting that, since the 2012 MVCT Decision, one SMP MSP (02) has
exited the market, while two MVNOs (Virgin Media and iD Mobile) have entered
the market. Given the definition of the Relevant MVCT Markets, other MSPs
(such as Postmobile or Blueface) do not constitute a Relevant MVCT Market,
given that they do not charge, nor do they currently have the ability to set, an
MTR (although their host network may do so). However, were they (or new
entrant MSPs) to do so, then ComReg considers that there is a strong case to
be made that such providers would each constitute a defined Relevant MVCT
Market in their own right.

ComReg has assessed whether each of the MSPs operating within the above
separate Relevant MVCT Markets has SMP, that is, the ability to behave, to an
appreciable extent, independently of its competitors, customers and
consumers. Having considered existing competition, the potential for
competition to emerge over the next two years, along with other factors (such
as MSPs’ MTR pricing behaviour and the strength of any Service Provider’s
buyer power in its MVCT negotiations with MSPs), it is ComReg’s preliminary
view that each of the Relevant MVCT Markets is not effectively competitive.
Consequently, ComReg proposes to designate each of the MSPs operating
within each Relevant MVCT Market as having SMP.

Imposition of Regulatory Obligations on Service
Providers designated with SMP

2.41

2.42

2.43

Competition problems could, absent regulation, arise in the Relevant
Termination Markets due, inter alia, to the ability and incentives of an SMP
Service Provider, having regard to its market power, to set its termination rates
above the competitive level. Termination rates ultimately feed into the cost of
making calls and thus impact on consumers. Where termination rates are set
above efficient cost, financial and competitive imbalances between Service
Providers can also result. Such distortions imply that consumers as a group
ultimately pay more in terms of reduced competition, lower innovation and
higher prices.

To mitigate identified potential competition problems that could arise from the
exercise of market power by SMP Service Providers, ComReg has proposed
that a range of proportionate ex ante regulatory remedies should be imposed
to ensure the development of effective competition amongst Service Providers,
to the ultimate benefit of consumers.

The Separate Pricing Consultation Paper, which is due to be published in Q4
2017, sets out the detailed nature and implementation of the proposed price
control obligations which ComReg proposes to impose on SMP Service
Providers, having regard to the 2009 Termination Rates Recommendation.
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2.44

2.45

Proposed SMP FSPs

To mitigate identified potential competition problems that could arise from the
exercise of market power by SMP FSPs, ComReg has proposed ex ante
regulatory remedies to ensure effective and efficient access to FVCT to the
benefit of competition and, ultimately, consumers. In this regard, ComReg
proposes to apply regulatory obligations as follows:

All 22 SMP FSPs (including Eircom):

(a) Transparency Obligations: in addition to a general transparency
obligation, each SMP FSP shall be required to make publicly available and
keep updated on its website a Reference Interconnect Offer (‘RIO’) and to
make FTRs publicly available and publish such FTRs in an easily
accessible manner on its website.

(b) Non-Discrimination Obligations: which include requirements to ensure
that equivalent conditions are applied, including in respect of FTRs or
other charges, in equivalent circumstances to other undertakings
requesting or being provided with access to FVCT and associated
facilities; and requirements to ensure that such access and information
are provided to all other undertakings under the same conditions and of
the same quality as the SMP FSP provides to itself or to its subsidiaries,
affiliates or partners.

(c) Access Obligations: which include a requirement to provide access to
FVCT and associated facilities; requirement to negotiate in good faith;
requirement not to withdraw access to facilities already granted;
requirement to grant open access to technical interfaces, protocols and
other key technologies; and requirements governing fairness,
reasonableness and timeliness of access.

(d) Price Control Obligations: a price control obligation of cost orientation
is proposed for all SMP FSPs.

The ability of FSPs to distort competition in related markets by virtue of their
SMP in FVCT (via leveraging behaviour) was also identified. In particular,
Eircom’s integrated position across related markets implies that it has a strong
ability and incentive to use its market power in FVCT to distort competition and
raise barriers to entry at various levels of the supply chain (e.g. in wholesale
and retail voice markets).

Eircom only:

(a) Transparency Obligations: requirements to publish detailed
documentation on all terms (other than price), conditions, SLAS,
guarantees and other product-related assurances associated with its
provision of FVCT within its Wholesale SV Services;

(b) Access Obligations: itis proposed to expressly require Eircom to provide
access to Interconnection Paths as an associated facility in view of its
ubiquitous network coverage; and

(c) Price control Obligations: requirements relating to cost accounting.
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2.46

2.47

2.48

2.49

Proposed SMP MSPs

In order to promote regulatory certainty and predictability, and to ensure a
continued non-discriminatory approach to regulation, ComReg considers it
justified to impose the same obligations on all SMP MSPs. ComReg accordingly
proposes to impose the following obligations on SMP MSPs:

(@) Transparency Obligations: requirements to publish a Reference
Interconnect Offer setting out the contractual terms and conditions and
technical basis upon which Service Providers can obtain access to MVCT
and associated facilities; requirements to publish MTRs and provide
advance notice of changes to them.

(b) Non-Discrimination Obligations: requirements to ensure that access
(including access to MVCT and associated facilities) and information are
provided to all other undertakings under the same conditions and of the
same quality as the SMP MSP provides to itself or to its subsidiaries,
affiliates or partners, and requirements to ensure that other Service
Providers being provided with MVCT are not treated differently with
respect to the level of MTRs charged, the quality of service provided and
the provision of information concerning MVCT.

(c) Access Obligations: the requirement to provide access to MVCT and
associated facilities, and to do so in a fair, reasonable and timely manner;
the requirement to negotiate in good faith with Service Providers
requesting access to MVCT,; the requirement not to withdraw access to
facilities already granted; and the requirement to grant open access to
technical interfaces, protocols and other key technologies that are
indispensable for the interoperability of services or virtual network
services.

(d) Price Control: requirements that MTRs are cost oriented, with the
detailed nature of the specific costing methodology adopted in light of the
cost orientation obligation to be set out in the Separate Pricing
Consultation.

ComReg has also given consideration to other potential obligations relating to
maintenance of cost accounting systems and separated accounts and
considers that such remedies are not, at this time, warranted, largely having
regard to proportionality grounds and given that the remedies proposed above
should, if applied, address the relevant competition and other concerns.

Further to the Regulatory Impact Assessment (‘RIA’) set out in this
Consultation, ComReg is of the preliminary view that the remedies specified
above in respect of both SMP FSPs and SMP MSPs are appropriate,
proportionate and justified in light of the market analysis and the identified
competition problems.

Having considered responses to this Consultation Paper, and consulted as
appropriate with the Competition and Consumer Protection Commission and
the European Commission, ComReg expects to reach its final decision on all
the matters set out herein in mid-2018.
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3 Retall Fixed Voice and Mobile Voice
Market Trends

3.1 This Section presents the main behavioural trends in the RFVC and RMVC
markets.s Market trends over the period 2013-2017 are included in this Section,
as this is the time period since the last consultation on the wholesale MVCT
and FVCT markets.

Relationship between Wholesale Termination

Markets and Retail Markets

3.2  The demand for both FVCT and MVCT services (collectively, ‘WVCT services’)
is derived from consumer demand for retail voice services. Therefore, before
assessing the strength of any competitive constraints arising from retail voice
services on WVCT services, this Consultation reviews trends in the supply of
both RFVC and RMVC services in the State since the last market reviews.

3.3  The provision of WVCT is necessary for retail customers of both MSPs and
FSPs, since WVCT services enable calls to connect and then terminate on
traditional fixed and mobile voice platforms, irrespective of which (fixed or
mobile) network they are calling from. A wholesale termination fee is levied by
the terminating Service Provider on the originating Service Provider to
terminate a call.

3.4  The cost of wholesale termination services, if passed on to consumers via an
increase in retail prices, can impact on demand for traditional fixed and mobile
voice services. ComReg therefore assesses whether consumers may therefore
seek to avoid the retail charges associated with FTR or MTR pass-through by
not making a traditional fixed or mobile voice call, reducing the length of the
call, or making contact with the other party via an alternative means of
communication and, if so, whether this is likely to discipline Service Providers
offering WVCT services.

53 The purpose of this section is to set out high-level retail trends only. Any references to market shares
or market preferences should not be taken as necessarily representing ComReg’s view as to the
particular scope/definition of any retail market(s).
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Structure of the Retail Fixed Voice Market

3.5

3.6

The RFVC market in Ireland has several active suppliers who provide voice
telephony services at a fixed location. These suppliers differ in their size,
technological platforms and geographical coverage. Broadly, for the purposes
of this discussion, FSPs fall into one of three categories, based on the extent of
their own network coverage:s

(@) Independent FSPs: these FSPs provide voice call services at a fixed
location, predominantly using their own network and infrastructure. They
are not typically reliant on wholesale inputs from other FSPs, except when
they require a WVCT service on behalf of their retail customers calling a
different network. Eircom and Virgin Media are two examples of
independent FSPs.

(b) Partially Independent FSPs: these FSPs operate a physical
telephone/data switching platform and potentially other infrastructure, but
also rely (to varying degrees) on third-party wholesale network access to
originate and/or terminate calls to and from their retail customers’
premises. The extent of these providers’ networks greatly varies. BT
Ireland, Vodafone, Viatel, Imagine and Magnet Networks are some
examples of partially independent FSPs.

(c) FSPs with resale activities: these FSPs operate retail fixed voice
activities which, usually, do not involve use of their own physical network.
In some instances, these FSPs may also be regarded as partially
independent FSPs. When acting in a resale capacity these FSPs
purchase wholesale end-to-end voice call services from a third-party
network operator and resell/repackage that service in the form of a retail
market offer. Sky Ireland and Pure Telecom are two examples of FSPs
with resale activities.

FVCT Providers

Eir (a business name of Eircom), an independent FSP, is currently the largest
provider of retail voice services at a fixed location in Ireland. It owns and
operates a ubiquitous Public Switched Telephone Network (‘PSTN’)s which it
uses to provide retail voice calls at a fixed location, along with various other
services to its business and residential customers. Eircom had approximately a
39.3% market share of retail fixed voice subscribers as of Q1 2017 and its traffic
accounted for [s<|JJos] of total retail call traffic volumes as of Q1 2017, which
had declined from approximately [K-%] in Q4 2012.5¢

54 The list of FSPs in this section is not intended as an exhaustive list of all active suppliers of retail voice
services in Ireland at present, but rather as illustrative examples.

55 PSTN refers to the international copper wire-based telephone system which carries analog voice data.
56 ComReg QKDR, Q2 2017, ComReg Document 50/17, page 20.
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3.7  Eircom has also traditionally been the predominant supplier of wholesale Fixed
Access Call Origination (‘FACQO’) and Transit services to Service Providers
which do not possess a comprehensive network for the provision of retail voice
services at a fixed location. ComReg published its Wholesale Fixed Voice Call
Origination and Transit Markets” decision paper in 2015 (the 2015 FACO and
Transit Decision’). In the 2015 FACO and Transit Decision, the transit market
was deregulated, while the FACO market continued to be regulated.

3.8 Eircom also offers a wholesale Switchless Voice (‘SV’) service which allows
Service Providers to provide retail voice services at a fixed location, effectively
becoming FSPs without the need to invest in their own interconnection
infrastructure. This wholesale SV service, known as ‘White Label’ voice, allows
FSPs to purchase end-to-end wholesale voice services. Eircom terminates
these calls on behalf of FSPs who purchase White Label voice on its network.=

3.9  While Eircom’s market shares have declined gradually over the past number of
years in the presence of regulation, its retail narrowband revenue market share
remains steady.s

3.10 Liberty Global plc trading as UPC completed its acquisition of Virgin Media UK
in 2013 and in 2016 rebranded UPC to Virgin Media. Virgin Media has upgraded
its network and provides broadband services to approximately 365,000
premises, all of which are also capable of receiving voice services. Virgin Media
also provides RMVC services via an MVNO arrangement with Three, as
discussed in greater detail below.s:

3.11 Vodafone Ireland, a partially independent FSP, mainly uses third-party
networks to originate, transit and terminate voice calls to and from end users at
a fixed location on its behalf.

57 ComReg Decision 05/15, Wholesale Fixed Voice Call Origination and Transit Markets Response to
Consultation and Decision, (the ‘2015 FACO and Transit Decision’),

58 Certain components of the underlying wholesale inputs to the wholesale Switchless Voice service are
currently not regulated, notably wholesale Call Transit. The FVCT component is the subject of this review.

59 Eircom’s VoB subscriptions make up [*</| | | | BEEEE of 2!l Voice subscriptions (i.e. PSTN voice =
<H of voice subs). The market share based on voice subscriptions (the metric presented
in the QKDR) is continuously falling Quarter-on-Quarter. PSTN narrowband market share based on
revenue, however, can be said to be generally steady (61% in Q1°17, 60% in Q3 16, 57% in Q1 ’16).

60 As of Q1 2017 approximately 365,000 premises had a (standalone or bundled) broadband subscription.
Similarly [}<ﬂ] had (standalone or bundled) fixed voice. The number of subscriptions that had as
least both broadband and voice (as part of double, triple or quad play) was [< | IEGzNG.

61 At paragraphs 3.74 to 3.77 below.
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3.12

3.13

Since the 2012 FVCT Consultation, Sky Ireland (‘Sky’) has expanded into other
telecommunications markets, offering voice and broadband alongside its TV
services. Sky purchases wholesale end-to-end voice call services from BT
Ireland. As of Q1 2017 Sky Ireland had an 11.6% market share in the RFVC
market, as measured by number of retail subscriptions. Sky is classified as a
resale-based FSP.

Like Sky, Pure Telecom is classified as a resale-based FSP. Pure Telecom
provides fixed line, broadband and cloud telecoms services. Pure Telecom
mainly uses third-parties to originate, transit, and terminate voice calls to and
from end users at a fixed location on its behalf. It accesses these third-party
networks by purchasing wholesale voice services.

Fixed Wireless Access

3.14

3.15

3.16

3.17

Voice services at a fixed location may also be provided by means of Fixed
Wireless Access (‘FWA’). In essence, FWA delivers voice services wirelessly
via equipment located on nearby masts or towers and presented as a ‘fixed’
telephony service at the end user’s premises. ComReg’s QKDR data indicate
that there were 47,452 FWA subscriptions in Q1 2017, representing a decline
of 28% from 65,668 in Q4 2012,

Imagine is a partially independent FSP operating a FWA network which
provides broadband coverage in predominantly rural areas in 24 counties via
WiMax and Fixed LTE. WiMax is a fixed wireless technology which provides
consumers with high speed broadband and voice. Imagine continues to develop
its FWA services and network capability in rural areas around Ireland.

Digiweb is also a partially independent FSP. Founded in 1997, it merged with
Viatel in 2013. Digiweb operates a national wireless network and satellite
services. It provides broadband access, fixed-line and mobile products and
services to residential, business and public sector customers.

Having described in general terms the structure of the retail supply of voice
services at a fixed location, including the suppliers of such services, paragraphs
3.19 to 3.43 describe the headline trends and developments in respect of the
provision of retail voice calls focussing on fixed voice.
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Behavioural Trends in the Retail Fixed Voice
Market

3.18 In this sub-section, ComReg identifies and discusses key behavioural trends in
the Retail Fixed Voice Market. A decline in fixed retail voice traffic and revenue
has been evident, and is outlined as part of the analysis in paragraphs 3.19 to
3.23. Developments in VolP and standalone Broadband (SABB) are outlined in
sections 3.25 to 3.31. Key trends from Market Research carried out in 2016
highlight trends in Packages and Bundles, including spend and types of bundles
purchased. The section concludes with preliminary conclusions on the retail
trends in relation to fixed voice.

A persistent decline in fixed retail voice traffic

3.19 There has been a steady decline in fixed voice retail traffic and revenues since
2012. Fixed retail voice traffic has fallen from 1.51 billion minutes in Q1 2012 to
0.97 billion minutes in Q1 2017, a 35.6% reduction.

Figure 3: % Annual Change in Fixed & Mobile Traffic, 2011-2017
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3.20 The decline across both retail fixed voice traffic volumes and revenues is shown
in Figure 4, which shows that, from Q1 2010 to Q1 2017, revenues attributable
to voice traffic have fallen by 43%, while traffic has fallen by 50%.

Figure 4: % Fixed Retail Voice Traffic & Revenues, 2010-2017
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3.21 Figure 5 shows fixed and mobile voice call volumes, and subcategories within
both. Over the period Q1 2013 to Q1 2017 the main changes are decreases in
fixed-to-fixed minutes (down 45% from Q1 2013 to Q1 2017) and increases in
mobile-to-mobile minutes (up 18% over the same period). Total voice call
volumes for fixed and voice increased by 1% from Q1 2013 to Q1 2017.
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Figure 5: Fixed & Mobile Voice Call Minute Volumes, Q1 2013 — Q1 2017

Voice Call Minute Volumes, Q1 2013 - Q1 2017
4,500
4,187 4170 4,176 4218 4166 4,167 4152
4006 4,043 4112 4121 4080 4132 4134 4,147 : 4,148 4,055

; . 87
2 o # o &"E.E
4,000 271 85
288 261
EHE 27 i 268
3,500

3,000

o
[
1] 2,500
£
=
‘s
® 2,000
=
0o
= 4,50
1,000
500
Q113 Q213 Q313 Q413 Q114 Q2'14 Q314 Q414 Q1'15 Q25 Q315 Q415 Q116 Q2'16 Q316 Q416 Q117
u Fixed to Fixed m Fixed to Mobile u Fixed International u Fixed Advanced
Source: Quarterly Key u Mobile to Mobile Mobile to Fixed u Mobile Int'll Roaming u Mobile Advanced

Data Questionnaire

Source: Eircom ComReg QKDR, Q1 2013 to Q1 2017

3.22 Market shares by subscription are presented in Figure 6 from Q1 2013 to Q1
2017. Over this period Eircom’s share has fallen from 54.3% to 39.3% while
Virgin Media increased its share from 17.4% to 23.9%. Vodafone is largely
unchanged while Sky has increased quarter on quarter to hold an 11.6% share
as of Q1 2017. Other changes over this period include a decrease in market
shares for Digiweb and an increase for Pure Telecom. The share for Other
Authorised Operators (‘OAOs’)s2 overall has decreased.

62 The OAO category consists of the aggregate share of operators who individually have a market share
less of than 2%. In Q2 2015 Pure Telecom’s market share exceeded 2%, and it was therefore extracted
from the OAOQ category.
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Figure 6: Fixed Voice Telephony Market Shares, Q1 2013 — Q1 2017

Fixed Voice Telephony Market Shares by Subscription Q1 2013 - Q1 2017
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3.23 Figure 7 shows the average minutes of use per subscription for fixed telephony
in Ireland. Average usage has declined by 26% from 312 minutes in Q1 2013
down to 219 minutes in Q1 2017.

Figure 7: Average Minutes of Fixed Telephony Use, Q1 2013 — Q1 2017
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Fixed line ownership

3.24 Based on information from ComReg’s QKDR Q2 2017, Figure 8 below shows
that Eircom’s¢ total fixed access paths (direct and indirect PSTN and ISDN),
which are usually used for voice services and, additionally, internet access,
have declined by 25.1% since Q1 2010 and stood at 1.44m in Q1 2017.

Figure 8: Eircom fixed line access paths, Q1 2010 — Q1 2017
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Developments in VolP - Voice over Internet
Protocol

3.25 Demand for and developments in VoIP (Voice over Internet Protocol)s services
in the Irish market has increased since 2012. VoIP is considered under the
following 3 categories; Managed, Partially Managed and Unmanaged VoIP,
which are defined in detail below. In addition to changes in VolP services, it is
also important to consider how Standalone Broadband (‘SABB’) services may
contribute to changes in behaviour, enabling a potential move away from
traditional voice services.

63 Taking Eircom as an indicative proxy for fixed line ownership generally,

64 \VVoIP delivers a telephone service over the Internet, rather than over the legacy PSTN. The term Voice
over Broadband, or VoB, is frequently used interchangeably with VolP.
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Standalone Broadband (SABB)

3.26

A SABB service is a broadband service without a traditional PSTN-basedss fixed
telephony service. In other words, only a standalone broadband service is
provided to the subscriberhttps://en.wikipedia.org/wiki/Local _loop. SABB
services consist of a data-only service where a customer requires broadband
access, but does not require a PSTN service. Demand for SABB services is
increasing, and Service Provider including Eircom,ss Vodafone® and Virgin
Medias offer SABB services with no home phone. These changes are enabling
a move away from PSTN-based telephony services, and fixed voice services
are increasingly being carried over IP technology (although this still remains at
a low base). For the avoidance of doubt, SABB is a DSL line without a dial tone,
and VolIP is a voice service carried over that line.

VoIP Categories

Managed VolIP Service Providers

3.27

3.28

There are a number of Managed VoIP service providers in Ireland, including
Virgin Media, Magnet, and Digiweb. These ‘Managed VoIP’ providers
predominantly use their own network and infrastructure to provide VolP
services and manage the access path for end users. The majority of Managed
VoIP services are provided over cable and fibre networks to the end user. Many
managed VolP subscriptions (i.e. Virgin Media) are provided over cable and
fibre networks as part of a bundle, i.e. broadband and television services.

Managed VolIP Service Providers typically have an allocation of Geographic or
076 number ranges from ComReg and they may also provide FVCT services.

Partially-managed VolP Service Providers

3.29

Partially-managed VolP differs from Managed VolP, as the Service Provider
only controls part of the infrastructure that is being used to provide the service.
A partially-managed VolP service may, for example, involve customers having
an existing broadband connection supplied by a third-party but using a separate
VoIP Service Provider that has its own switch and associated interconnects,
meaning that it can manage that part of the service directly.

65 Public Switched Telephone Network.

66 https://www.eir.ie/broadband-only

67 http://www.vodafone.ie/home/broadband

68 https://www.virginmedia.ie/naked-broadband-only-deal/
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3.30

These patrtially-managed VolP providers typically have numbers that are hosted
by, and assigned to, another Service Provider, for example Eircom or Virgin
Media, which terminates calls on behalf of the VoIP service provider, and sets
the associated FTRs. However, some of these VolP providers have been
assigned various number ranges (geographic, non-geographic, and 076
numbers, and SMS codes) by ComReg.5

Unmanaged VolP Service Providers

3.31

3.32

3.33

3.34

The emergence of SABB may enable growth of unmanaged VolIP, particularly
offered by OTT providers. 2016 Market Research indicated that 61%% of
households with a fixed broadband service in their home claimed to have used
unmanaged VolP services for voice and video calls.

Unmanaged VoIP services are web-based VoIP services accessed via a
personal computer, laptop, smartphone or tablet in order to communicate with
other users of the service on a compatible device. Unmanaged VolP service
providers include Skype, Viber and WhatsApp, for example. Research carried
out on behalf of ComReg indicates that regular usage of OTT apps for voice
and video calls is 72%™ in Dublin. This figure rises to 82% among the 18-35
years age bracket. Unmanaged VolP-to-VoIP calls are typically free, but
unmanaged VolIP calls to fixed or mobile numbers typically incur a charge.

Further key insights from 2016 residential
consumer Market Research carried out on behalf
of ComReg

Among survey respondents that do not use OTT apps for voice/video calls, the
main barrier to OTT usage is preference; 59% of respondents indicated that
they prefer standard mobile calls, while 32% prefer calling from their landline.

In terms of those respondents using OTT apps for calls, the principal driver for
doing so is price, with 51%7 saying that international phone calls are too
expensive and 37% saying local/national calls are too expensive. Improved
technology also plays a role, with 37% of respondents stating this as a reason.

69 As set out at https://www.comreg.ie/industry/licensing/numbering/number-assignments-availability/
70 2016 Consumer FVCT Market Research, slide 32
712016 Consumer FVCT Market Research, slide 36

2 |bid.

732016 Consumer FVCT Market Research, slide 39
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Types of package or bundle purchased by consumers

3.35 According to the 2016 Consumer FVCT Market Research, 58% of the total
sample purchased products as a bundle, with respondents living in Dublin
having higher incidences of bundle purchase (82%). Broadband and Landline
bundles are the most common combination (40%),7+ particularly in rural areas
(60%). 42% of respondents said they had not bought a bundle.

Figure 9: Total bundle types purchased by consumers

%
Broadband & landline 40

Landline, broadband & TV 34
Broadband & TV 14
Landline, broadband & mobile phone 5
Landline, TV, broadband & mobile phone || 2
Landline & TV i 2
Broadband & mobile phone || 2
Landline & mobile | 1
Mobile & TV 0

Mobile & Broadband & TV 0

3.36 Over half (52%)™ of bundle owners surveyed spend between €51- €100 per
month on their package.

4 1bid.
752016 Consumer FVCT Market Research, slide 55
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3.37

3.38

3.39

Figure 10: Amount spent per month on bundles by consumers

%
€1-50 25

€51-100 52

€101+ 10

Don’t Know 13

Average Spend €71.42

Over half (52%) of bundle purchasers in the survey have availed of the bundle
for more than three years. The average length of tenure amongst those
questioned is three years and four months.

As part of the 2016 market research, SME respondents were presented with a
series of reasons as to why they purchased voice services as part of a bundle.

(a) 55%" of SMEs in the survey with fixed line phone services purchase this
service as part of a bundle;

(b) Fixed Voice bundles held by the businesses in the survey are most likely
bundled with fixed broadband (85%) followed by mobile telephony at
26%; and

(c) 23%™ of SMEs in the survey purchasing fixed line services as part of a
bundle report purchasing mobile phone services outside of the bundle.

Preliminary conclusions on retail trends in
relation to fixed voice

Further to the above assessment of retail trends in the provision of retail voice
services since the 2012 FVCT Consultation, ComReg is of the preliminary view
that a number of key trends may be observed.

76 2016 Consumer FVCT Market Research, slide 56.
772016 Business FVCT Market Research, slide 37.
78 2016 Business FVCT Market Research, slide 38.
792016 Business FVCT Market Research, slide 39.
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3.40

3.41

3.42

3.43

While the number of retail FSP participants has increased, a gradual decline in
retail voice traffic and subscriptions at a fixed location is evident. From Q4 2014
to Q1 2017 fixed voice subscriptions decreased by 4.3% for business
subscriptions and 2.9% for residential subscriptions. However, as indicated in
ComReg’s Quarterly Key Data Report, a majority of households (73%) continue
to have retail voice connections at a fixed location for Q1 2017.

Bundles are a popular choice for the consumer. As of Q1 2017 the proportion
of customers using services within bundles (double, triple or quadruple) was
62.9%, compared to 47.4% in Q4 2012.

Developments in IP technology have enabled existing Services Providers to
offer multiple propositions, and move towards convergence, with the barriers
between separate markets and a number of separate service providers being
slowly eroded:

(a) VolP subscriptions have continued to increase and many Service
Providers are now offering VolIP services,

(b) Managed VolP providers are continuing to provide services, particularly
with bundled services over cable and fibre networks e.g. Virgin Media,

(c) Through innovation and development traditional Service Providers are
responding to market changes and are retaining market share, resulting
in the emergence of new services e.g. WiFi calling,

(d) Service Providers (e.g. Eircom and Vodafone) are moving towards IP-
based infrastructure, with ComReg having issued a consultation on the
transition from Eircom’s copper network to a fibre access network or
networks,® and

(e) MSPs such as Vodafone continue to be active in the provision of retail
voice service at a fixed location using both wholesale inputs from other
MSPs as well as mobile technology to deliver fixed services.

WiFi calling, and VoB appear to be emerging trends in the RFVC. A number of
Operators offer VoB services.& Eircom is the first Irish network to roll out WiFi
calling®z services, and this marks another step towards the introduction of
VOLTE (Voice over Long Term Evolution).

Structure of the Retail Mobile Voice Market

3.44

This section describes the main developments in the retail mobile market since
the 2012 MVCT Decision.

8 ComReg Document 16/01. “Transition from Eir's copper network: Proposed principles and notification
procedures”. Available online at https://www.comreg.ie/publication/transition-from-eirs-copper-network/

81 Blueface, Rapid Broadband, Magnet, Airspeed, Digiweb, Virgin Media, Imagine, Eircom, Vodafone,
A.C.N, Sprint, Three (02,) Onwave, Ripplecom, Pure Telecom, Permanet, Nova, Ker broadband,
Fastcom, Digital Forge, Colt, Casey Cable, BT, AT&T, ATS.

82 https://www.eir.ie/WiFiCall/
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3.45

3.46

3.47

3.48

3.49

3.50

Mobile Network Operators (‘MNOs’)

Vodafone Ireland (‘Vodafone’) launched its retail service in Ireland in 2001
following its acquisition from Eircom of Eircell, which had been in operation
since 1984. Vodafone offers both prepay and billpay mobile services to both
retail and business customers. These services typically include voice, data and
text services. Vodafone claims that its voice service covers 99% of the
population. Vodafone is directly interconnected with a number of other Service
Providers. It has been assigned mobile numberse from ComReg in the 087
mobile number range and a Mobile Network Code (‘MNC’) and it utilises these
in providing services to its subscribers.

Vodafone is continuing to roll out its 4G service, and states on its website that
it has 90% 4G coverage in every county, with plans for further 4G expansion.

Three launched as Hutchison 3G Ireland (‘H3GI')in September 2003, and in
July 2005 commenced offering both prepay and billpay 3G voice, data and text
services to retail and business customers.

In 2014, Hutchison 3G Ireland acquired Teléfonica Ireland,® which operated the
02 brand, thereby becoming the second largest MSP in Ireland behind
Vodafone, measured by subscriptions. As a consequence of Three Ireland’s
merger with O2, Teléfonica (which owned the O2 brand) exited the Irish market.
H3Gl, trading as Three, changed its name to Three Ireland (Hutchison) Limited
in September 2014. This is the entity which currently trades as Three in Ireland.

In return for the European Commission approving Hutchison 3G Ireland’s
acquisition of O2 Ireland, H3GI committed to facilitate the creation of two Mobile
Virtual Network Operators (‘MVNOSs’). Accordingly, Virgin Media and iD Mobile
signed MVNO agreements with Three Ireland (Hutchison) Limited. As set out in
Section 2 above (see paragraphs 2.15 and 2.16), iD Mobile intends to exit
mobile operations in Ireland, with a preference for a sale of the business to a
‘dedicated owner’.

Three is directly interconnected with a number of Service Providers. It was
assigned mobile numbers from ComReg in the 083 mobile number range and
a MNC, and it utilises these in providing services to its subscribers. The 086
number range, previously assigned to O2, is still in use. However, ComReg has
suspended assigning new 086 ranges. Three is currently rolling out ‘4G Plus’
services.

83 https://www.comreg.ie/publication-download/numbering-conditions-of-use-and-applications-process

84 http://ec.europa.eu/competition/mergers/cases/decisions/m6992 20140528 20600 4004267 EN.pdf

85 http://www.three.ie/explore/4q/
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3.51

3.52

3.53

3.54

3.55

48 which entered the Irish market in January 2012, is not an MVNO, and is
correctly described as a business name of Three Ireland. It currently operates
on the market by means of the Quartet MVNE, which was originally set up by
02 to accommodate Tesco Mobile Ireland (TMI) on its network.s” The Quartet
MVNE, which is now owned by giffgaff, now accommodates TMI, 48, and
giffgaff in the UK. 48 uses Three Ireland’s 089 number range and Mobile
Network Codes (MNC). 48 MTRs are the same as parent company, Three
Ireland. Its wholesale activities are controlled and managed by Three Ireland
which charges its MTR to other networks, and hands over calls to 48
subscribers.

Eir Mobile is, as of September 2017, the new name for the former Meteor
brand. Meteor Mobile Communications (‘Meteor’)# launched in 2001 and offers
both prepay and billpay mobile voice, data and text services to both retail and
business customers. Eir Mobile has stated voice coverage of 99% of the
population and 95% 4G coverage. Eir Mobile is a wholly owned subsidiary of
the Eircom Group.

Prior to the rebranding of Meteor, Eir Mobile®* which launched in 2007, was an
Eircom brand whose wholesale activities were controlled and managed by
Meteor Ireland which charged its (regulated) MTR to other networks. Eir Mobile
used Meteor’s number ranges.

Following the September 2017 rebranding Eir Mobile now refers to the former
Meteor brand.s: Accordingly, all references to ‘Meteor’, ‘eir Mobile’, or ‘Eircom
Group Mobile’ in this document should be taken to refer to Eir Mobile from
September 2017 onwards.

Eir Mobile is directly interconnected with a number of authorised undertakings.
It has been assigned mobile numbers from ComReg in the 085 mobile number
range and a MNC and it utilises these in providing services to its subscribers.
Eir Mobile has a 4G product offering including prepay or billpay customers.

86 http://www.48months.ie/

87 https://www.fujitsu.com/ie/lmages/o2-ireland.pdf

88 https://community.qiffgaff.com/t5/Tips-Guides/How-qiffgaff-works/td-p/3454967

89 See www.eir.ie

% |bid.

91 http://www.independent.ie/business/technology/meteor-customers-assured-seamless-transition-as-

eir-ditches-mobile-brand-35957852.html
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3.56

3.57

3.58

3.59

3.60

3.61

Mobile Virtual Network Operators (‘MVNOS’)

A number of Mobile Virtual Network Operators (‘MVNOS’) in the State have
entered into commercial wholesale network access arrangements with Mobile
Network Operators (‘MNOSs’), which permit them to offer their own branded
retail mobile services to customers.

The MVNO model can vary depending on the requirements and the network
capabilities of the MVNO. Typically, an MVNO does not have access to network
infrastructure, such as base stations, transceivers, and other associated
equipment, and in general all MVNOs are defined by lack of spectrum.

In the context of the current analysis of the Relevant MVCT Markets, and having
regard to the underlying wholesale network and technical arrangements
between MSPs described below, in identifying the economic bottleneck
associated with mobile termination, it is important to consider:

(@) The nature of arrangements governing the control of the final routing of an
incoming call to a MSP’s subscriber; and

(b) Who sets/controls the MTR?

These questions are considered in Section 5 where the Relevant MVCT Market
Definition is discussed.

In the State, MVNOs typically fall into 3 different categories (for the purpose of
this Consultation, these categories describe the structure of MVNOs in the
State, rather than purporting to be an exact and precise categorisation of
MVNOSs).

(a) Reseller or ‘Light” MVNOs — these MVNOs simply resell their host’s
minutes, and have no infrastructure or billing capability and use the host’s
numbers and do not charge (or have the ability to charge) MTRs. They
may however, own and operate their own customer care, marketing, and
sales operations

(b) Full and Enhanced MVNOs — in addition to their own billing and customer
care processes, Enhanced MVNOs usually have some infrastructure
which allows them to have complete control over their business and
service offerings. Full MVNOs can have complete control over the
operations, data and services launched due to certain core network nodes
such as the Gateway Mobile Switching Centre (GMS) or Home Location
Register (HLR). Such MVNOs operate in a similar way to an MNO, but
without their own radio network. Full infrastructure MVNOs also have their
own Short Message Service Centre (SMSC), Multimedia Messaging
Service (MMS) and Gateway GPRS Support Node (GGSN) allowing full
control over all the services they offer in the market and flexibility in
designing and deploying new services. Full service MVNOSs can have their
own roaming and interconnect agreements. Both Enhanced and Full
MVNOs can set and control their own MTRs (although each case requires
individual consideration).

The following MVNOSs operate in the Irish market:
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3.62

3.63

3.64

3.65

3.66

3.67

(a) Blueface;

(b) iD Mobile;

(c) Lycamobile;

(d) Postmobile;

(e) Tesco Mobile; and

(f)  Virgin Media.

Postmobile and Blueface are pure Resellers and almost totally rely on the

MNOQO’s facilities. They do not own any network elements, but may own and
operate their own customer care, marketing, and sales operations.

Postmobile® is a reseller MVNO which has entered into a commercial
arrangement with Vodafone, which carries its traffic with other service
providers. Postmobile commenced offering prepay 2G and 3G mobile services
to personal customers in May 2010, including ‘own branded’ mobile voice, data,
text messaging and other services. Postmobile does not have any network,
switching or interconnect infrastructure. It uses Vodafone’s 087 number range
in providing services to its subscribers.

Postmobile’s wholesale activities are controlled and managed by Vodafone
which charges its MTR to other networks for supplying MVCT, and hands over
the relevant calls to Postmobile’s subscribers.

Blueface® is a reseller MVNO, and has entered into a commercial arrangement
with X-Mobility which is a Mobile Virtual Network Enabler (‘MVNE’).*+ X-Mobility
has, in turn entered into an MVNO arrangement with Three, which allows it to
have its wholesale traffic carried on Three’s network. In other words, Blueface
accesses Three’s network indirectly via X-Mobility.

Blueface commenced offering prepay and billpay mobile services to business
customer segments in February 2012. Like Postmobile’s arrangement with
Vodafone, Blueface effectively resells minutes carried on Three’s network and
differentiates its services in the retail market through its own branded offerings.
Blueface uses Three’s numbers and is classified as a reseller MVNO.

Similarly, Blueface principally acts as a retail reseller of ‘own branded’ mobile
voice, mobile data, text messaging and other services based on the underlying
network and switching facilities provided by its host MNO, Three. At the
wholesale level Three charges its MTR for the supply of MVCT to other
networks that originate calls to mobile voice subscribers of Blueface.

92 www.postmobile.ie

93 www.blueface.com

% As an MVNE, X-Mobility is not directly active in the lIrish retail market but provides ‘white label
wholesale services to enable MSPs to enter the retail mobile market through an MVNO arrangement.
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3.68

3.69

3.70

3.71

3.72

The following MVNOSs can be characterised as full/lenhanced MVNOSs, where
the MVNO uses its host’s radio network and core network but has its own
applications, services, billing, customer care and marketing capabilities. They
typically have numbers assigned to them by ComReg and at a wholesale level
these MVNOs can set and control their own MTRs, therefore, they charge their
MTR to other networks who originate calls on their behalf.

Lycamobile’s®s MVNO arrangements are classified as a ‘full/enhanced MVNO'.
It has a network implementation operating essentially the same technology as
a mobile network operator, only lacking its own radio networks and spectrum.

Lycamobile entered into a MVNO commercial arrangement with O2 (now Three
Ireland) and its traffic is now carried on Three’s network. Lycamobile
commenced offering prepay mobile services to personal customer segments in
2012. Lycamobile has been assigned mobile numbers from ComReg in the 089
mobile number range and a MNC, and it utilises these in providing services to
its subscribers. Lycamobile has its own switching infrastructure and is indirectly
interconnected to other authorised undertakings.

Lycamobile has its own UK-based switching infrastructure and can therefore
control MVCT access to its subscribers by switching and routing termination
traffic. Lycamobile also sets its own retail tariffs. Lycamobile determines the
commercial terms and conditions associated with its supply of MVCT and can
set and control its MTRs.

Tesco Mobile Ireland® (‘TMI) is a fully-owned subsidiary of Tesco Ireland
Holdings. In June 2017, Tesco Ireland Holdings notified the CCPC of its
intention to acquire the shareholding in TMI currently held by Three Ireland
Services (Hutchison) Limited. The CCPC, as part of its merger functionality,
approved this transaction in July 2017.*

9% www.lycamobile.ie/en/

96 http://www.tescomobile.ie/

97 https://www.ccpc.ie/business/mergers-acquisitions/merger-notifications/m17037-tesco-ireland-tesco-

mobile/
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3.73 TMI entered into a MVNO commercial arrangement with O2% (now Three
Ireland) and its traffic is carried on Three’s network by means of the Quartet
MVNE. Liffey Telecom, a wholly owned subsidiary of Three Ireland Services
(Hutchison) Limited, was assigned® 089 mobile numbers and an MNC from
ComReg. TMI commenced offering prepay mobile services to personal
customer segments in November 2007 and billpay mobile services to personal
customers in September 2011. TMI offers 2G and 3G services over Three’s
Network. TMI has the contractual right to determine its own wholesale
commercial terms and conditions associated with its supply of MVCT. Following
the merger clearance referred to above, the status of both Liffey Telecom and
the Quartet MVNE may change in future. In ComReg’s view, none of these
changes would be likely to materially affect ComReg’s analysis at this time.

3.74 Pursuant to the commitments offered by Three Ireland as part of the Three/O2
merger in 2014, Virgin Media*® and iD Mobile: have both entered into MVNO
commercial arrangements with Three lIreland, though which their traffic is
carried on Three’s network. Virgin Media commenced offering prepay mobile
services to personal customer segments in October 2015.

3.75 iD Mobile is a brand operated by Carphone Warehouse Ireland Mobile Limited.
It commenced services in August 20152 and its network is mainly targeted
towards young adults (25 — 34 year olds) who are moderate to heavy data
users, and are most likely prepay users. Voice services for both Virgin Media
and iD Mobile have the same coverage as Three’s network. As set out in
paragraphs 2.15 and 2.16 in Section 2 above, iD Mobile’s ultimate parent
company, Dixons Carphone, indicated in June 2017 that it would be exiting
mobile operations in Ireland.

3.76 Virgin Media and iD Mobile have both been assigned mobile numbers, in the
089 range along with MNCs from ComReg. Virgin Media and iD Mobile provide
their services over the Three Ireland network and have established the
contractual right to determine their own wholesale commercial terms and
conditions associated with their supply of MVCT. The MVCT services provided
by Virgin Media and iD Mobile are not currently subject to regulation. As stated
above, they have the ability to set and control their own MTRs.

98 02 Ireland established a wholly owned subsidiary called Liffey Telecom to act as a MVNE, and the
ownership of Liffey Telecom became vested in Three following the O2/Three merger. This MVNE
functionality was subsequently transferred to another entity, Quartet. Given Liffey Telecom’s current
ownership relationship with Three, it falls within the scope of Three’s existing SMP designation and
associated regulatory obligations.

99 https://www.comreg.ie/publication-download/numbering-conditions-of-use-and-applications-process

100 https://www.virginmedia.ie/mobile/

101 https://www.idmobile.ie/

102 http://www.thejournal.ie/carphone-warehouse-id-ireland-explainer-2280482-Aug2015/
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3.77 Virgin Media and iD Mobile manage their own wholesale / billing relationships
with other operators. When a call is made from another network to a Virgin
Media mobile customer that call is handed over by the operator to Virgin Media
- not to Three Ireland. Virgin Media charges an MTR to the operator that handed
over the call. Virgin Media also sets its own MTR independently of its host MNO
Three Ireland and other MSPs. iD Mobile charges its interconnect partners
directly for termination. iD Mobile also has the ability to set its own MTR.

Behavioural Trends in the Retaill Mobile Voice
Market

3.78 In this section of the Paper, ComReg identifies and discusses key behavioural
trends in the Retail Mobile Voice Market. The last four years (from mid-2013)
have seen a relatively stable retail mobile market in terms of voice
subscriptions, while average minutes of mobile use has consistently shown
year-on-year growth. These and other trends are discussed below:

e Total mobile phone subscriptions (at paragraph 3.82),
e Prepay and billpay subscriptions (at paragraph 3.83),
e Mobile phone switching data (at paragraph 3.84),

e Growth in average number of minutes of use by Irish subscriber (at
paragraph 3.85),

e European monthly mobile minutes of use (‘MoU’) (at paragraph 3.86),
e RMVC on-net and off-net traffic trends (at paragraph 3.88 to 3.100),
e RMTS switching trends (at paragraph 3.101 to 3.105),

¢ Mobile phone usage relative to fixed phone usage (at paragraph 3.107 to
3.109), and

e Usage of smartphone and OTT services (at paragraph 3.110 to 3.113).

Mobile phone subscription usage and
characteristics

3.79 Figure 11 below shows mobile subscriptions from Q2 2013 to Q1 2017
(excluding mobile broadband and M2M subscriptions). A seasonal pattern can

be seen each year with increases from Q2 to Q4, followed by a slight drop in
subscriptions from Q4 to Q1.3

103 Prior to Q3 2013 mobile phone subscriptions included M2M metrics. It should also be noted that from
Q2 2016 two additional MSPs were included, namely iD Mobile and Virgin Media.
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Figure 11: Mobile Subscriptions, Q2 2013 — Q1 2017
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3.80 The proportions of prepay and billpay mobile subscriptions are shown in Figure
12 below. A clear trend shows consistent growth in billpay subscriptions. In Q2
2013 billpay subscriptions stood at 35.2% with prepay at 64.8%, compared to
Q1 2017 figures of 45.5% and 54.5% for billpay and prepay respectively.

Figure 12: Mobile Subscriptions, prepay and billpay: Q2 2013 — Q1 2017
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Mobile Subscriptions: Pre-paid v Post-paid Q2 2013 - Q1 2017
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3.81 The quantities of gross additional** mobile subscriptions involving subscribers
taking new mobile numbers or porting their existing numbers when switching
MSP is shown in Figure 13. In Q1 2017 the proportion of additions that involved
subscribers porting their mobile numbers was 19.1% while additional
subscriptions that involved new mobile numbers made up the remaining 80.9%.

Figure 13: Gross Additional Mobile Subscriptions, Q1 2013 - Q1 2017
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Use of mobile voice services

3.82 Figure 14 shows growth in average number of minutes of use (MoU) by Irish
mobile subscribers from 2013 to 2016. Over this period MoU rose by 12.7%.

104 Gross additions = the sum of ported numbers (from one operators to another (same phone number) +
new phone numbers. In the QKDR the footnote for total gross additions is: “Gross additions include
consumers who decide to avail of multiple SIMs and thus, slightly overstate the switching intensity in
Ireland.”
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Figure 14: Average Minutes of Mobile Use, Q2 2013 — Q1 2017

Irish Average Minutes of Mobile Use Q2 2013 - Q1 2017

225

220

215 /‘\,_‘/\
\"“‘\.

213

210

205

200

195 p—

—~
190 /

185

Average Monthly Minutes of Use per Subscription

Q2'13 Q3'13 Q4'13 Q1'14 Q2'14 Q3'14 Q4'14 QI'15 Q2'15 Q3'15 Q4'15 Ql1'16 Q2'16 Q3'16 Q4'16 Ql1'17

3.83 As highlighted in Figure 15 below, the average number of monthly mobile MoU
by Irish mobile subscribers is among the highest in Europe. Market research
estimates it to be approximately 34% higher than the European average for
2016.15 Figure 15 shows that in 2016 only French mobile subscribers (214
minutes per month) had a greater MoU quantity than Irish subscribers (193
minutes per month).

Figure 15: Average Number of Monthly Mobile MoU 2010-2016
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105 The latest available data for European Minutes of Use is for 2016.
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3.84 Figure 16 shows Voice, SMS and Other Data Volumes per quarter from Q4
2013, we can see an increase on call minutes, with SMS volumes declining,
MMS volumes remain steady and other data show a significant increase.

Figure 16: Voice, SMS, MMS and Data Volumes, Q4 2013 - Q1 2017
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Data Questionnaire

3.85 Figure 17 shows monthly mobile voice call minutes per subscription, a slight
increase is seen on mobile-to-mobile off-net traffic, with a steady state in
mobile-to-fixed call minutes.
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Figure 17: Monthly Mobile Call Minutes per Subscription, Q4 2013 - Q1 2017

Monthly Mobile Voice Call Minutes per Subscription, Q4 2013 - Q1 2017
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Mobile on-net and off-net traffic trends

3.86 Figure 18 shows the average off-net MVCT (on another MSP or FSP) and on-
net (self-supplied) termination of retail traffic weighted by market share,s from
Q2 2014 to Q1 2017 (excluding new entrants Virgin Media and iD Mobile). In
Q2 2014 off-net termination accounted for 36.3% and increased to 41.6% in Q1
2017. Similarly, on-net termination decreased from 63.7% to 58.4% from Q2

2014 to Q1 2017.

106 Given the varied on-net/off-net traffic profiles that each MSP has experienced over time, ComReg
has, in the relevant period, weighted all individual MSPs’ traffic profiles by their individual market shares
(as measured by subscriptions). These are then aggregated for the relevant time period. ComReg
adopted the same approach in its 2012 MVCT Consultation.
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Figure 18: Proportions of on-net and off-net minutes of use, weighted by

market share
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3.87 ComReg also examined off-net MVCT traffic trends over the last three years,

set out in Figure 19 below.

Figure 19: On-net MVCT traffic (weighted), Q2 2014 — Q1 2017 [:KREDACTED]

3.88 Individual MSPs’ on-net retail MVCT was also considered (self-supply of mobile
termination). In Q1 2017 on-net MVCT as a percentage of overall MVCT for

each MSP was as follows:
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Table 3: MSP on-net termination %, Q2 2014 — Q1 2017 [:<REDACTED]

On-net % Percentage-

Mobile Service Provider e TR G point Change

Vodafone (<o) [<los)
Meteor B A <ol
TMI <ol [<es)
Lycamobile (<o) (<o
Three <o) <o)

3.89 </

3.90 Table 3 also shows the percentage point change (column on right) in the
proportion of on-net ‘self-supplied MVCT’ from Q2 2014 to Q1 2017.x7 In all
cases on-net traffic growth has decreased in a range from -9.4% to -2.0%.

3.91 Table 4 shows the actual percentage change in individual MSP volumes of on-
net self-supplied termination minutes from Q2 2014 to Q1 2017. There is large
variance in positive and negative growth, ranging from -58% to 109%.

Table 4: MSP % change in on-net MVCT, Q2 2014 — Q1 2017 [&<REDACTED]

Mobile Service Provider Actual % Change in On-net MVCT

Vodafone B A
Meteor <]
™I <]

Lycamobile <l

Three <l

3.92 ComReg also examined off-net termination traffic trends over the last three
years, set out in Figure 20 below.

107 From Q2 2015 to Q1 2017 for Three.
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3.93

3.94

3.95

Figure 20: Off-net termination traffic, (weighted), Q2 2014 — Q1 2017
[.<REDACTED]

Individual MSPs’ off-net traffic profiles are also considered. In Q1 2017 off-net
retail termination as a percentage of overall termination for each MSP was as
follows:

Table 5: MSP off-net termination %, Q2 2014 — Q1 2017 [&<REDACTED]

Off-net % Percentage-point

Mobile Service Provider

Termination Change since Q2 2014

Vodafone [¢<.%] [§<.%]
Meteor [K-%] [K.%]
™I < B A
Lycamobile B A B B
Three [<l) [s<Iiel

The proportion of off-net voice termination traffic was highest for [<|| il

followed by  [+</ NS hile (<IN had the

lowest off-net termination. As of Q1 2017 [§<.%] of TMI's calls were off-net,
<Gl in Q2 2014. Three’s off-net calls were [<[J§%] in Q1 2017
<IN 2] in Q2 2015). As of Q1 2017, Meteor had off-net calls of
<o I ) in Q2 2014), Vodafone’s off-net calls were [<|JJos] in
Q1 2017 < 5] in Q2 2014 and Lycamobile’s off-net calls stood at
[<eo] in Q1 2017 [< 5] in Q2 2014).

Table 5 also shows the percentage point change (column on right) in the
proportion of off-net termination from Q2 2014 to Q1 2017. In all cases off-net
traffic growth has increased in a range from 2% to 9.4%
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3.96 Table 6 shows the actual percentage change in individual MSP volumes of off-
net self-supplied termination minutes from Q2 2014 to Q1 2017. Four out of the
five operators increased their off-net termination rates, with [3<|JJJl] showing
the greatest increase at [3<|Jeo]. [:<|l] showed a decrease in off-net
termination at [<|JJile6] over this period.

Table 6: MSP % change in off-net termination, Q2 2014 — Q1 2017
[3<XREDACTED]

Mobile Service
Provider

Vodafone B A

Actual % Change in Off-net Termination

Meteor [<Jlo)
TMI <o
Lycamobile (<o)
Three <o)

3.97 Overall, the proportion of on-net traffic has decreased while off-net traffic has

increased. The [+< I | have seen

increases in their individual off-net volumes and decreases or no change in on-
net volumes. The [<|| NN oiffer, with [:<|JJl]l showing increased on-
net and off-net volumes and [3<|| ] showing decreases in both. Virgin
Media and iD Mobile, along with Postfone and Blueface are not included in the
analysis as they have minimal impact (market share for all four of 1.7% as of
Q1 2017).

Switching trends

3.98 Mobile Number Portability (MNP) is the process whereby subscribers can keep
their mobile number when switching MSP. The level of MNP is, therefore,
somewhat indicative of the level of switchings in the retail mobile market,
although, as noted in paragraph 3.84 above, the majority of subscribers do not
seem to port their telephone number when switching MSP. Figure 21 illustrates
the cumulative total of mobile numbers ported between Irish MSPs since Q1
2007. Just under 3.9 million mobile numbers have been ported between from
Q12007 to Q1 2017.1n Q1 2017, 91,128 mobile numbers were ported between
MSPs (a sum of 366,853 mobile numbers in the twelve months to March 2017
with an average of 91,713 for the same period).x®

108 |n the QKDR the footnote for total gross additions is: “Gross additions include consumers who decide
to avail of multiple SIMs and thus, slightly overstate the switching intensity in Ireland.”

109 See also data set out at Figure 13.
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Figure 21: Mobile numbers ported, 2007-2017
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3.99 According to 2016 Market Research, 77%?° of the survey sample have been
with their current mobile supplier for more than three years, rising to 84% for
older subscribers (aged 55+).

Figure 22: Customer length of time with a MSP

Q. How long have you been with
your current operator?

%

Within last year _
Within last year to 18 months

More than 18 months and

L4
[

Between 2 and 3 years

3 years or mare 77

Don't know T

110 2016 Consumer MVCT Market Research, slide 98
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3.100 73%: of all survey respondents indicated that they have never switched MSP.
Respondents in rural areas switched least, with 82% reporting to have never
switched.

Figure 23: Customer proportion of switching

Q. Were you previously with another mobile phone operator?

3.101 The above switching figures, allied to the long periods that consumers have
been with their current MSP, may suggest that customer switching is
concentrated amongst a group of mobile subscribers (repeat switchers) rather
than among the broader subscriber base.

Retail price plans — Consumer switching choices in the last
12 month

3.102 When asked “Have you switched the price plan/packages you are on with your
operator in the last 12 months?”, 11%?*2 of survey respondents said that they
had switched their mobile price plan in the past year, 89% said they had not
switched in the last 12 months and 55+ year olds had lowest incidence of
switching, at 7%.

Packages and bundles — most common bundle choice

3.103 8% of those surveyed purchased their mobile phone service as part of a
bundle with other telecommunication services. The service most commonly
bundled with mobile phone is fixed line broadband (75%),*4 according to the
mobile phone bundle respondents in the survey.

1112016 Consumer MVCT Market Research, slide 100
1122016 Consumer MVCT Market Research, slide 20
113 2016 Consumer MVCT Market Research, slide 21
114 2016 Consumer MVCT Market Research, slide 22
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Mobile phone usage increases relative to fixed phone usage

3.104

3.105

3.106

Figure 24 below shows a continual increase in mobile voice traffic compared to
decreasing fixed voice traffic from Q1 2010 to Q1 2017. Retail mobile voice

traffic totalled 3.08 billion minutes in Q1 2017, an increase of 17.5% since Q1

2010. Over the same period total fixed minutes declined by 50.3%.
Figure 24: Fixed & mobile voice traffic trends, Q1 2010 — Q4 2016

Fixed & Mobile Voice Traffic Trends

3,500,000

e T,

3,000,000
N 3,083,686

2,500,000

2,624,819

o 1’9<4\18/\\\
1,500,000
\h\_;_\_\._\ 971,025

1,000,000 —~

tes, 000s

nu

M

500,000

I,
Q Ry o AN N AN WAy 2N o N % AN Q Ry o
¢ & o ¥ & F o F O F & & & & O

—e—Fixed Minutes —e—Mobile Minutes

As of Q1 2017, approximately 77.5% of all mobile originated voice minutes were
mobile-to-mobile (on-net and off-net) minutes with 11.7% being to fixed line
phones. In Q1 2010, 75.2% of all mobile originated voice minutes were mobile-
to-mobile (on- and off-net) minutes, with 11.1% being to fixed line phones. Over
the same period, the total volume of mobile-to-mobile voice minutes increased
by 20.9%, while mobile-to-fixed minutes increased by 23%.

As of Q1 2017, 46.4% of all fixed line originated voice minutes were to domestic
fixed line phones with 14.4% being to domestic mobiles. In Q1 2010, 60.6% of
all fixed line originated voice minutes were to other domestic fixed line phones
with 13.7% being to domestic mobiles. Over this same period, the total volume
of fixed-to-mobile voice minutes decreased by 47.4% while fixed-to-fixed
minutes decreased by 61.9%.
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Smartphone usage — increase usage of Smartphones

3.107 The prevalence of smartphones has increased in the last five years. According
to the ComReg QKDR for Q2 2017, as of Q1 2017 there were 4,278,646
smartphone subscriptions in the State, representing 87.4% of mobile voice
subscriptions. This compares to 1,922,485 in Q3 2011 which consisted of
39.4% of mobile voice subscriptions. Smartphone subscriptions have increased
by 123% over this period with a percentage-point increase of +48%.

Over-the-top (OTT) services and applications

3.108 74%:s of respondents to the 2016 Market Research personal consumer survey
indicated that they had a smartphone.¢ Smartphone ownership reduces greatly
for those aged 55+ (41%). In contrast, 94% of those aged 15-34 own a
Smartphone, according to the survey.

3.109 When asked about frequency of receiving calls, and frequency of using OTT
apps to make calls, 27%7 of the survey sample with a smartphone use OTT
apps on their phone for calls on a daily basis, while 33% say they have never
used their smartphone to do so. Among survey respondents that use OTT apps
for calls, the most common reason given for doing so is lower price (60%).118

Figure 25: Reasons given for using internet call services

Reasons For Using Skype, Internet Calls Or VOIP On Mobile Phone

(Base: All Using Apps For Calls, 512)

Q. Why do you use Skype, internet calls or VolP on your mobile?

Cheaper/value/free 60
My friends/family/contacts use it 12
International calls 10
Easy to use 8
Keep in touch/Good for communication 8
Convenience 5
Group calls/picture messaging | 3
Talk and see the person | 3
| always have my phone | 2
Other 10

Don't know | 1

115 2016 Consumer MVCT Market Research, slide 24

116 For the purposes of the 2016RedC Market Research, a mobile phone was considered to be a
smartphone when it allows access to email, web surfing and downloading of apps.

117 2016 Consumer MVCT Market Research, slide 26
118 2016 Consumer MVCT Market Research, slide 27
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3.110 Figure 26 below shows mobile subscriptions by technology used. Over the two
years up to Q1 2017 the proportion of 4G handsets has more than tripled from
12.9% to 43.6%. This is reflective of changing technology enabling the use of
applications dependent on data consumption.

Figure 26: Mobile subscriptions by technology used

Mobile Subscriptions by Technology Used, Q1 2015 - Q1 2017
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Preliminary conclusions on retail trends in
relation to mobile voice

3.111 Further to the above assessment of retail trends in the provision of retail mobile
services since the 2012 MVCT Decision, ComReg is of the preliminary view
that the following key trends may be observed:

(a) Mobile voice subscriptions continue to grow;

(b) The proportion of total mobile phone subscriptions accounted for by the
billpay segment continues to grow while, correspondingly, prepay
subscriptions continue to decline;

(c) Ported numbers vary Quarter on Quarter but average at just over 500,000
per quarter; however, the majority of subscribers appear to take on new
numbers when switching, rather than porting their old numbers, as set out
above at Figure 13: Gross Additional Mobile Subscriptions, Q1 2013 — Q1
2017,

(d) The number of SMS messages sent from mobile phones by subscribers
continues to decline precipitously see Figure 16: Voice, SMS, MMS and
Data Volumes, Q4 2013 — Q1 2017 above;
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(e) Arrise is observed in data usage / OTT services. This is reflected in the
packages offered to consumers by MSPs, which respond to consumer
preferences for the use of applications which consume data volumes by
(a) offering greater data volumes, as measured in GB, and (b) offering
access to applications on a ‘zero-rated’ basis, such that usage of the app
in question does not result in consumption of the user’s data allowance.
For example, eir Mobile currently offers ‘More Than You Can Eat’ data,
whereby accessing YouTube, Facebook, Snapchat, Instagram, Twitter,
WhatsApp and Viber messaging does not result in consumption of the
data package; and:

(f)  The number of mobile minutes remain steady.

3.112 From June 2017, roaming rates have been abolished within the EU, such that
communications (phone calls, SMS, data) made from another EU country will
be covered under a subscriber’'s ‘national’ bundle: the minutes, SMS and
gigabytes of data consumed abroad in the EU are charged or deducted from
the volumes of a subscriber’s national tariff plan exactly as if they were using
their plan in their home country.

Other emerging trends and innovations

3.113 As set out at paragraph 3.46 above, WiFi calling and VoB appear to be
emerging trends in the RFVC market. In respect of RMVC markers, in the short
to medium term, it is likely that services making use of 4G functionality, such as
VOLTE, 2 will be launched on the Irish market. VOLTE is currently available on
a number of UK mobile networks, including Three, EE, O2 and Vodafone. In
July 2017, Vodafone announced plans to launch both Voice over WiFi and
VOLTE in Ireland in 2018.:2

119 https://www.eir.ie/mobile/prepay/

120 \/oice over Long-Term Evolution (VOLTE) is a standard for high-speed wireless communication for
mobile phones and data terminals. VOLTE has up to three times more voice and data capacity than 3G
UMTS and up to six times more than 2G GSM.

121https://www.siliconrepublic.com/comms/vodafone-voice-lte-
wifi2utm_source=Silicon+Republic+tnews+alerts&utm campaign=9f703ae354-

4pm_ News Alerts5 28 2015&utm medium=email&utm term=0 1c0c3c9f35-9f703ae354-
110005401&mc_cid=9f703ae354&mc eid=9c34727b49

75


https://www.eir.ie/mobile/prepay/
https://www.siliconrepublic.com/comms/vodafone-voice-lte-wifi?utm_source=Silicon+Republic+news+alerts&utm_campaign=9f703ae354-4pm_News_Alerts5_28_2015&utm_medium=email&utm_term=0_1c0c3c9f35-9f703ae354-110005401&mc_cid=9f703ae354&mc_eid=9c34727b49
https://www.siliconrepublic.com/comms/vodafone-voice-lte-wifi?utm_source=Silicon+Republic+news+alerts&utm_campaign=9f703ae354-4pm_News_Alerts5_28_2015&utm_medium=email&utm_term=0_1c0c3c9f35-9f703ae354-110005401&mc_cid=9f703ae354&mc_eid=9c34727b49
https://www.siliconrepublic.com/comms/vodafone-voice-lte-wifi?utm_source=Silicon+Republic+news+alerts&utm_campaign=9f703ae354-4pm_News_Alerts5_28_2015&utm_medium=email&utm_term=0_1c0c3c9f35-9f703ae354-110005401&mc_cid=9f703ae354&mc_eid=9c34727b49
https://www.siliconrepublic.com/comms/vodafone-voice-lte-wifi?utm_source=Silicon+Republic+news+alerts&utm_campaign=9f703ae354-4pm_News_Alerts5_28_2015&utm_medium=email&utm_term=0_1c0c3c9f35-9f703ae354-110005401&mc_cid=9f703ae354&mc_eid=9c34727b49

Market Review FVCT & MVCT ComReg 17/90

3.114 In the longer term, it is likely that the introduction of 5G will facilitate greater
data throughput and usage. 5G will dramatically increase the speed at which
data is transferred, improve response times and provide capacity for
interconnectivity of devices by means of the ‘internet of things’ (IoT). ComReg
issued spectrum rights of use in the 3.6 GHz band to five MSPs (Vodafone, 3
Ireland, Meteor, Imagine and Airspan) by means of an auction, the results of
which were announced in May 2017.22 The 3.6GHz band has been identified
by ComReg and by the Radio Policy Spectrum Group (‘RPSG’, the high-level
advisory group that assists the European Commission in the development of
radio spectrum policy) as being the primary band suitable for the introduction of
5G in Europe.:22 5G services are not likely to be rolled out in Ireland for a number
of years.

Q. 1. Do you agree that this Section identifies the main relevant
developments in the retail fixed voice and mobile voice
markets since the previous reviews of the Relevant FVCT and
MVCT Markets? Please explain the reason for your answer,
clearly indicating the relevant paragraph numbers to which
your comments refer, along with all relevant factual evidence
supporting your views.

122 hitps://www.comreg.ie/five-winning-bidders-comregs-3-6-ghz-band-spectrum-award/

123 As set out in paragraph 1.12 of ComReg Document 17/28, “Results of the 3.6 GHz Band Spectrum
Award - Information Notice”.
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4 Assessment of Retall Fixed and
Mobile Voice Calls

4.1 This Section sets out the key structural and behavioural characteristics in the
provision of retail fixed voice calls (‘(RFVC’) and retail mobile voice calls
(‘(RMVC); collectively, ‘retail voice calls’, or ‘RVC’, in the State. The purpose
of this Section is to inform ComReg’s preliminary views on the definition of the
FVCT and MVCT Markets in Section 5 of this Consultation, which includes the
assessment of any indirect constraints arising from the RFVC and RMVC
markets and the subsequent competition assessment of the FVCT and MVCT
markets in Section 6.124

4.2 In assessing retail telephony services, this Section considers possible effective
substitutes for RFVC and RMVC which would incur a termination charge, i.e.
RFVC to a mobile phone, or to an off-net fixed number,2s and RMVC to a fixed
number, or an off-net mobile number, taking into account:

(a) Factors affecting the responsiveness of consumers to changes in RFVC
and RMVC prices, including changes in off-net call prices;

(b) Any potential effective substitutes for an off-net call to a retail telephony
subscriber; and

(c) Any potential effective supply-side substitutes for RFVC and RMVC.

4.3 The assessment also sets out ComReg’s preliminary views on the geographic
scope of retail telephony service markets. In carrying out this assessment
ComReg considers the 2016 Market Research,* information provided by
Service Providers in response to SIRs,*?” information provided by Service
Providers to ComReg for its QKDRs and other available data.2

124 Indirect constraints on WVCT may arise if (1) purchasers of WVCT (i.e. the calling party’s network)
pass on wholesale price increases to retail voice call customers through retail price increases; (2)
consumers are aware of, and responsive to, these retail price changes, and (3) a sufficient number of
these customers were likely to switch to alternative modes of communication in response to retail price
increases.

125 As set out in Section 5, and for the purposes of this market review, ‘fixed numbers’ encompasses
Geographic Numbers, 076 numbers, and emergency (112/999) numbers.

126 ComReg notes that the 2016 Market Research is not sufficient in itself to draw definitive conclusions
regarding consumer preferences. ComReg also notes that stated consumer behaviour may diverge from
actual consumer behaviour in practice. Therefore, such results are considered alongside other evidence,
where available, in this Consultation.

127 In July 2016 pursuant to its powers under section 13D(1) of the Communications Regulation Act 2002
(as amended), ComReg issued a series of SIRs to FSPs and MSPs. ComReg received all responses to
those SIRs by September 2016.

128 For example, publicly available information (e.g. on Service Providers’ websites).
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4.4 In the absence of clear, precise data regarding elasticities of demand for calls
to subscribers on other networks and their potential substitutes, ComReg also
employs the Hypothetical Monopolist Test (‘HMT’)°to inform its consideration
of relevant issues. This is considered alongside other available data.

Possible effective substitutes for an off-net
RFVC or RMVC

Factors affecting the responsiveness of end
users to changes in RFVC or RMVC prices

45 Demand for WVCT is derived from the demand of retail telephony service
subscribers who make calls to subscribers on other networks (i.e. calling party
requirements), and subscribers who receive calls from subscribers on other
networks (i.e. called party requirements).

4.6 A number of (consumer and SME0) subscriber characteristics are relevant to
determining whether any retail products exist that might constitute a demand-
side substitute for making calls to the subscriber of a particular Service
Provider. These characteristics are also relevant in assessing the strength of
indirect constraints arising from the retail telephony service market on the
WVCT markets. They are considered by ComReg under the following headings:

(a) Calling Party Pays Principle and its impact on call behaviour is considered
in paragraphs 4.7 to 4.22;

(b) Retail pricing structures for retail telephony services, is considered in
paragraphs 4.23 to 4.33;

(c) Consumer/Small and Medium Enterprise (‘SME’) network awareness is
considered in paragraphs 4.34 to 4.60;

(d) Consumer/SME awareness of retail voice call costs; is considered in
paragraphs 4.61 to 4.73, and

(e) Consumer/SME sensitivity to retail voice call costs is considered in
paragraphs 4.74 and 4.98.

129 The hypothetical monopolist test (‘HMT’) involves observing the consumer response to a small but
significant non-transitory increase in price (‘SSNIP’) of the focal product. If a significant number of
consumers switch to an alternative product arising from the SSNIP, making the price increase
unprofitable, then the alternative product is also included in the relevant product market.

130 Small and Medium-sized Enterprises.
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4.7

4.8

4.9

Calling Party Pays Principle and its Impact on Call
Behaviour

Under the Calling Party Pays (‘CPP’) principle adopted in the State and
throughout the EU, the retail fixed or mobile subscriber who initiates the call
generally bears the entire cost of making a RFVC or RMVC. The Service
Provider of the called party supplies a WVCT service to the calling party’s
originating Service Provider.®* The originating Service Provider accordingly
pays a wholesale termination rate to the terminating Service Provider for
providing this call completion service. Hence, the termination rate is a cost input
for the originating Service Provider and is likely to be reflected in the retail call
or other charges (for instance, where the cost input is incorporated into overall
costs in the case of a bundle) that it levies on its own subscribers when they
make calls.

The CPP principle thus implies that changes in termination rates directly impact
the calling party’s Service Provider's costs. Retail subscribers of Service
Providers providing WVCT services (i.e., the called parties) have no direct
visibility of termination rates and, therefore, this suggests they are unlikely to
react significantly to changes in termination rates. As the called party (i.e. the
subscriber of the terminating Service Provider) is very unlikely to observe, and
therefore respond to, termination rate price signals directly, the CPP principle
may facilitate the terminating Service Provider’s ability to profitably sustain an
increase in its termination rates above the competitive price level.

Subscriber behaviour in retail markets may nonetheless indirectly impact the
ability of the terminating Service Provider to profitably sustain an increase in
termination rates above the competitive level> (via retail demand-side
substitution) depending on:

(a) How much of the termination rate increase by the calling party’s Service
Provider is passed through by the originating Service Provider to its retalil
charges for calls made by its subscribers to subscribers of the terminating
Service Provider;

(b) The strength of any subsequent calling party reactions to the resulting
retail price increase; and

(c) The strength of any subsequent called party reactions to the resultant
retail price increase to the calling party.

4.10 These factors are considered below.

131 This can involve Call Termination being provided to a Transit Provider where the originating Service
Provider and the terminating Service Provider are not directly interconnected.

132 |Indirect constraints coming from the retail market may affect the termination rate-setting behaviour of
a HM in the wholesale FVCT or MVCT Market.
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Termination Rate increase pass-through

411

412

ComReg regulates the termination rates charged by SMP Service Providers.
Accordingly, the potential scope for increases in termination rates and retalil
price increases due to termination rate increase pass-through, is limited. Absent
regulation, ComReg is of the preliminary view that SMP Service Providers
would have both the means and the incentive to set termination rate charges at
supra-competitive levels, given that no effective demand-side or supply-side
substitutes exist for the termination of calls to a subscriber on a given network,
as discussed in greater detail in Section 5.2 Service Providers would
accordingly appear to face little or no effective competitive constraints on the
pricing behaviour. Taking the example of existing termination rates detailed in
openeir's STRPL,* it is notable that MTRs set by the Unregulated MSPs (Virgin
Media and iD Mobile) are considerably higher than the MTRs set by the 2012
SMP MSPs which are subject to price control obligations.s

It is important, however, to recall that termination rates are charged at the
wholesale level, and therefore form only one component of the various costs
which contribute to the retail cost to a subscriber of making a telephone call. It
is therefore likely that, even if termination rates were passed through to retail
call costs, taking regulated termination rates as a proxy for competitive
termination rates, can constitute a small proportion of the retail cost of making
a call. The level of pass-through will also depend on the intensity of competition
at the retail level. For example, faced with a strong competitor who had the
ability to absorb an termination rate increase (and not pass it through into higher
retail prices), a competing Service Provider would need to consider, in response
to a termination rate increase, the degree to which it would raise its retail prices
for calls and the likely impact that this would have on the potential for its
subscribers to switch to a competing Service Provider. Where a decision was
made not to pass on the termination rate increase, it would nevertheless
represent a cost to the business. Table 7 sets out the impact on regulated MSP
retail out-of-bundle call charges for off-net mobile calls of a 10% SSNIP of
MTRs (assuming that 100% of the MTR is passed through to the retail rate).

133 Please see in Section 5 FVCT Demand Side Substitution 5.101 to 5.112 and FVCT Supply side
substitution 5.113 to 5.142 and MVCT Demand Side Substitution 5.201 to 5.207 and MVCT Supply Side
Substitution 5.208 to 5.231.

134 The STRPL (Switched Transit Routing and Price List) is a document published by openeir, Eircom’s
wholesale business. According to page 7 thereof, it “contains details of the services terminating on the
networks of Authorised Operators who have requested openeir to open number ranges that have been
granted to them by the National regulator in the Numbering Plan.”

135 See 5.205 and 5.206 in section 5.

80



Market Review FVCT & MVCT ComReg 17/90

4.13 Table 7, Table 8 and Table 9 show billpay per minute out-of-bundle call charges
for an off-net call to another Irish subscriber, as reported on each Service
Provider's website, as well as reported in the openeir STRPL. The tables show
that, ceteris paribus, assuming full pass-through, a 10% SSNIP of termination
rates leads to increases in retail call charges of under 1% in all cases. This
illustrative example suggests that termination rates, even when fully passed
through to retail level, constitute a small component of overall retail call costs,
such that pass-through of termination rate increases of the magnitude of a
SSNIP would constitute an even smaller component of overall retail call costs.
However, ComReg notes that many fixed and mobile price plans now include
unlimited or a set amount of minutes for off-net calls. Therefore, a per call
assessment may not be determinative, in and of itself, as to the impact of
termination rates or overall retail price plans. Moreover, the evidence available
to ComReg suggests that unregulated termination rates are likely to be higher

than regulated termination rates.

Table 7: Impact on retail call charges of SSNIP in regulated MTRs

Charge in cent Eir

per minute Vodafone Three Mobile T™MI Lycamobile
Current MTR 0.82 0.82 0.82 0.82 0.82
Call charge?3® 25137 34.56138 | 301 3210 29141
o)
MTR as % of 3.3% 2.4% | 2.7% 26% | 2.8%
call charge
10% MTR
SSNIP 0.082 0.082 | 0.082 0.082 | 0.082
New call charge | 25.082 30.082 | 34.642 | 32.082 | 29.082
[0)
MTRas %of | 350 26% | 3% 28% | 3.1%
call charge
) .
% change in 0.3% 03% | 0.2% 0.3% | 0.3%
call charge

136 This is the charge for an out-of-bundle one minute off-net call to an Irish mobile subscriber.

137

http://shop.vodafone.ie/shop/phonesAndPlans/phonesAndPlansHome.jsp?planType=monthly&subPage

=plans&bundleSkultemld=sku3290092&subPage=plans& requestid=1361871

138 http://www.three.ie/pdf/current-priceqguide.pdf

139 https://www.eir.ie/mobile/bill-pay/

140 https://www.tescomobile.ie/help-centre/Your-Plan

141 https://www.lycamobile.ie/en/nationalrates
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Table 8: Impact on retail call charges of SSNIP in regulated FTRs

Charge in cent per minute | Eircom | BT Virgin
Current FTR 0.072 0.072 0.072 0.072
Call charge!+ 9143 3.9144 345 4 5146
FTR as % of call charge 0.8% 1.8% 2.4% 1.6%
10% FTR SSNIP 0.0072 | 0.0072 | 0.0072 0.0072
New call charge 9.0072 | 3.9072 | 3.0072 4.5072
FTR as % of call charge 0.88% |2.03% | 2.63% 1.76%
% change in call charge 0.08% | 0.18% | 0.23% 0.16%

Table 9: Impact on retail call charges of SSNIP in unregulated MTRs

Charge in cent per minute Virgin Media | iD Mobile

Current MTR 2.6 1.89
Call charge+ 25148 35149
MTR as % of call charge 10.4% 5.4%
10% MTR SSNIP 0.26 0.189
New call charge 25.26 35.189
MTR as % of call charge 11.3% 5.9%
% change in call charge 0.9% 0.5%

142 This is the charge for an out-of-bundle one minute off-net call to an Irish fixed subscriber.

143 https://www.eircom.ie/opencms/export/sites/default/.content/pdf/pricing/call _rate information.pdf
Calls are subject to a set-up fee of an additional 33c.

144 https://www.btireland.com/wp-content/uploads/2016/02/bt _consumer TandCs_services-and-
charges-02.pdf

145 https://www.magnet.ie/business/wp-content/uploads/sites/2/2016/04/magnet-Pricing-Guide-New-
April2016.pdf Calls are subject to a set-up fee of an additional 13c.

146 hitps://www.virginmedia.ie/pdf/standard _call rates_may 2016.pdf Calls are subject to a set-up fee of
an additional 20c.

147 This is the charge for an out-of-bundle one minute off-net call to an Irish mobile subscriber.

148 hitps://www.virginmedia.ie/pdf/Mobile/july/mobile-standard-rates-online-july-2017.pdf

149 https://www.idmobile.ie/out-of-plan-charges
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https://www.virginmedia.ie/pdf/Mobile/july/mobile-standard-rates-online-july-2017.pdf
https://www.idmobile.ie/out-of-plan-charges
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414

4.15

4.16

Service Providers have typically not increased their termination rates in recent
years. In the case of FTRs, 18 of 26 FSPs have retained their FTRs at the same
level over the course of the reporting period set out in the openeir STRPL (i.e.
from as early as 2000 in the case of some FSPs), while 8 FSPs have reduced
their FTRs over the same period by between 53% and 93%, 7 of whom have
done so as a consequence of regulatory SMP-based price control obligations.

In the case of MSPs, cent per minute MTRs have fallen by between 77% and
94% over the reporting period — in the case of the 2012 SMP MSPs, pursuant
to regulatory price control requirements.

Accordingly, given the fact that most termination rates are regulated, and also
given that, in almost all circumstances, termination rates have been static or
falling in recent years, ComReg is of the preliminary view that all termination
rate increases are passed through to retail prices, in the context of a SSNIP,
the pass through of termination rates increases above the competitive level is
not likely to lead to significant increases in retail charges. Consumer reactions
to such price changes need to be considered in this context. Such increases
would likely be limited in magnitude, relative to per-call prices as set out above,
given that termination rates account for a small proportion of overall retalil
prices.

Calling party reactions

4.17

4.18

As the impact of any increase in termination rates is felt by the subscriber of the
originating Service Provider (subject to the degree of pass-through to retall
prices), it is possible that calling party subscribers could react to termination
rate-driven retail price increases in a number of ways, including:

(a) Substituting an off-net call to a fixed line phone or mobile with a viable
alternative means of communication (e.g. SMS text message, call to an
on-net mobile or other fixed line phone, communicate using OTT
applications via voice calls or instant messaging etc.);

(b) Reducing the length of calls made to the called party’s Service Provider
against which we are examining demand-side response (that increased
the termination rate which gave rise to the retail call price increase);

(c) Reducing the number of calls made to the called party’s Service Provider
that increased the termination rate which gave rise to the retail call price
increase; and/or

(d) Ceasing the use of retail telephony services altogether or switching
services to the called party’s Service Provider, thereby availing of possibly
cheaper on-net calls with this Service Provider.

The likelihood that the calling party would react in any of the above ways
depends on a number of factors such as the calling party’s:

(a) Awareness of the identity of the called party’s Service Provider that
increased the termination rate;
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(b) Awareness of the costs of making a RFVC or RMVC in general, and the
cost of calling subscribers of the Service Provider that increased its
termination rate in particular; and

(c) Ability to change calling behaviour and/or switch to any viable substitute
products, along with the frequency with which they would do this.

4.19 Each of the non-exhaustive possibilities set out above would, due to the CPP
principle, primarily impact the retail revenues of the calling party’s Service
Provider. However, where subscribers’ changes in behaviour result in
reductions in call volumes to the Service Provider which increased its
termination rate, it could also result in a loss of wholesale termination (and
other) revenues for that called party’s Service Provider.

Called party reactions

4.20 If a called party were concerned that an increase in its Service Provider’'s
termination rates could result in fewer people calling them° (as a result of the
termination rate pass-through to the retail call charges levied by the originating
Service Providers on their subscribers), the called party could potentially
constrain the termination rate price-setting behaviour of its own Service
Provider. Called party behaviours which could impact their Service Provider’s
termination rate price setting behaviour include:

(a) Substituting the receipt of a call with a viable alternative means of
communication;

(b) Reducing the length of received calls;
(c) Not taking the call and then phoning the calling party back; and/or
(d) Cancelling their subscription/switching Service Provider.

4.21 The likelihood that the called party would react in any of the above ways
depends on a number of factors, including:

(a) Awareness of the identity of the calling party’s Service Provider;
(b) Awareness of the cost faced by the calling party when calling them; and

(c) Ability to change their call receiving behaviour and/or switch to any viable
products which may be substitutes for receiving a call, along with the
frequency with which they would do this.

4.22 In paragraphs 4.122 to 4.245 factors that are likely to impact the degree to
which subscribers could react to changes in the RFVC and RMVC arising due
to an increase in termination rates above the competitive price level are
considered (i.e. factors that are likely to affect retail demand-side substitution).
ComReg then goes on to consider the strength of supply-side substitution in
paragraphs 4.246 to 4.248.

150 Call externalities arise due to the fact that the recipient of a phone call may derive utility from the
receipt of a phone call, assuming that the externality is positive. Economic theory indicates that the
presence of (positive) call externalities suggests that the price of phone calls should be reduced.
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Retail pricing structures for retail telephony services
REVC pricing structures

4.23 RFVC pricing structures typically reflect the following characteristics, which may
influence the way in which consumers make RFVCs:st

(&) FSPs typically offer an entry-level RFVC tariff plan as well as more
expensive tariff plans that include extra call minutes;

(b) Market research indicates that specific or unlimited amounts of free
local/national minutes to other fixed line phones are included with the
majority of RFVC tariff plans;2

(c) Specific or unlimited amounts of free minutes for calls to selected
international destinations are included with numerous RFVC tariff plans;

(d) Calls purchased outside of any allocation of minutes included in the tariff
or bundle typically incur an extra charge which normally involves a call
set-up charge and then a fee per minute of the call.

(e) The cost of making local/national callss* does not tend to vary based on
the fixed voice network called i.e. prices for on-net and off-net fixed-to-
fixed calls are the same;

()  The cost of making local/national calls can vary depending on the time of
the day when the call is made;** and

() Insome entry-level RFVC tariff plans inclusive minutes only apply for calls
made during off-peak times.ss
4.24 The characteristics set out above are largely consistent with RFVC tariff plans
for SME customers, although, unlike residential RFVC tariff plans, entry level
business tariff plans typically contain a set amount of inclusive free minutes and
sometimes unlimited minutes for calls to mobiles.

4.25 RFVC pricing structures for calls to mobiles typically exhibit the following
characteristics:

151 ComReg has carried out a non-exhaustive, but extensive, review of RFVC tariff plan price structures,
as well as the structure of mobile phone tariff charges for calling fixed line phones. This has involved an
examination of, for example, whether the cost of calling a fixed line phone differs by network called and
by time of day called. The output for this review is summarised in Annex 3.

152 The 2016 Market Research indicated that approximately 90% of residential and 48% of SME RFVC
subscribers have set or unlimited amount of minutes for calls to local fixed line phones. 80% of responding
residential and 42% of SME RFVC subscribers also indicated that their tariff plan includes set or unlimited
amount of minutes for calls to national fixed line phones. See slide 63 and 66 of the 2016 FVCT Consumer
Market Research and slide 46 and 49 of the 2016 FVCT SME Market Research.

153 The cost of making local and national fixed-to-fixed calls also tends to be the same.

154 For example, Eircom applies different prices for local/national calls made during the daytime, evenings
and weekends. See https://www.eir.ie/opencms/export/sites/default/.content/pdf/pricing/Part2.1.pdf.

155 Eircom and Sky both include off-peak calls only in their entry level RFVC tariffs (eir Talk Off Peak
Mobile and Sky Talk Freetime). Tariff information retrieved from company websites on 18 July 2017.
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(a) FSPs may include a specific or unlimited amount of minutes for calls to
mobiles — typically observed in more expensive RFVC tariff plans;ss

(b) Specific or unlimited amount of free minutes for calls to mobiles are
included in some RFVC tariff plans;?

(c) Where a FSP also operates on the RMVC market, it may offer favourable
pricing terms for calls to mobile subscribers on its own mobile network;:se
and

(d) The cost of calls purchased outside of any allocated inclusive minutes (or
bundle) typically differ according to whether it is a call to a landline or a
mobile, with calls to mobiles generally being more expensive.

4.26 The pricing structures of RFVC and, in particular, uniformity of prices for on-net
and off-net fixed-to-fixed calls and the inclusion of specific or unlimited amounts
of free on-net and off-net local and national call minutes mean that the identity
of the called party’s FSP is unlikely to impact on the calling party’s behaviour.s°

4.27 Furthermore, such pricing structures imply that RFVC subscribers may be less
sensitive to the identity of the called party’s FSP when selecting their own FSP
(i.e. they would be less concerned whether the numbers they frequently call are
subscribed to the same FSP, since there is no obvious cost saving to be made
by subscribing to the same FSP). When making calls to RFVC subscribers, the
calling party is also unlikely to be concerned about the distinction between local
and national calls, since the geographic location of the destination fixed line
phone within the State will not impact the call cost.

156 The prevalence of tariffs including the unlimited amount of minutes to any mobile network in the State
has increased since the previous market review. In this regard, the 2016 Market Research indicated that
approximately 20% of surveyed consumers and 30% of SMEs that purchase RFVC have unlimited
amount of minutes for calls to mobiles included in their tariffs. See slide 70 of the 2016 FVCT Market
Consumer Research and slide 52 of the 2016 FVCT Market SME Research.

157 For example, Eircom Talk Unlimited Mobile & UK or Virgin Media Anytime Mobile tariff plans advertised
by Eircom and Virgin Media (Tariff information retrieved from company websites on 18 July 2017). The
2016 Market Research indicated that approximately 54% of surveyed residential and 45% of SME RFVC
subscribers have set or unlimited amount of minutes for calls to mobile phones. See slide 70 of the 2016
FVCT Consumer Market Research and slide 52 of the 2016 FVCT SME Market Research.

158 For example, the price of a call from Eircom’s RFVC subscriber to an Eir Mobile subscriber is less
than one third of the price of a «call to a subscriber of any other MSP. See
https://www.eir.ie/opencms/export/sites/default/.content/pdf/pricing/Part2.1.pdf. Information retrieved
from company website on 20 September 2017.

159 If calls to local/national fixed line phones are free, or if there is very large amount of inclusive minutes
in the package, the cost of calling subscribers of specific FSPs is not likely to influence the number of
calls made to one particular FSP over another.
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RMVC pricing structures

4.28 RMVC pricing structures typically reflect the following characteristics, which
may influence the way in which consumers make RMVCs:1

(@) MSPs typically offer an entry level RMVC tariff plan as well as more
expensive tariff plans that include extra call minutes and/or data
allowances! and/or number of SMS messages;

(b) Specific or unlimited amountss of free minutes are included within both
prepay and billpay tariffs and can be used for calls to any network, i.e.
they are not restricted to particular networks, although a distinction
between inclusive on-net and off-net calls is made in some tariffs;s3

(c) Calls purchased outside of any allocation of minutes included in the tariff
or bundle typically incur an extra charge which normally involves a call
set-up charge and then a fee per minute of the call. Alternatively,
consumers have the option of purchasing an add-on to their standard tariff
which contains a set amount of minutes for calls (at an additional cost);

(d) The cost of off-net calls (or text messages) for both prepay and billpay
mobile customers does not tend to vary based on the network called i.e.
prices charged for calling other mobile or fixed voice networks do not vary;

(e) The cost of in-bundle calls (or SMS text messages) for both prepay and
billpay customers does not tend to vary based on the time of day called
i.e. is invariant between peak and non-peak times;

() Some operators have altered aspects of their plans in seeming response
to the introduction of ‘Roam Like At Home’ across the EU in June 2017.
These changes have drawn critical comment from the European
Commission;s and

160 ComReg has carried out a non-exhaustive, but extensive, review of RMVC tariff plan price structures,
as well as the structure of fixed line phone plan costs for calling mobile phones. This involved an
examination of, for example, whether the cost of calling mobiles differs by network called, and by time of
day. The output for this review is summarised in Annex 3.

161 Data usage on mobile networks has increased since the last market review, and MSPs have increased
the inclusive amount of data that can be used without incurring extra charges for both prepay and billpay
tariffs.

162 The prevalence of tariffs including an unlimited amount of minutes to any network in the State has
increased significantly since the previous market review. Unlimited plans are typically subject to a fair
usage policy which specifies a maximum amount of minutes that can be used within the billing period. In
this regard, the 2016 Market Research indicated that 37% of surveyed customers with a prepay tariff and
64% of surveyed customers with a billpay tariff have unlimited amounts of minutes included in their tariffs.
See slides 37 and 53 of the 2016 MVCT Market Consumer Research.

163 For example, see Mini Flex Max 100 tariff advertised by Three. Tariff information retrieved from
website on 20 September 2017.

164 1t should be noted that a call set-up charge is not levied by all MSPs.

165 EU roaming rules: European  Commission  statement. Available online at
http://ec.europa.eu/ireland/node/3679 ga
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() Some operators have introduced offers which allow subscribers to use
various data-intensive apps on their phones without consuming their data
allowance.s

4.29 The characteristics set out above are broadly consistent with RMVC tariffs for
SME consumers, which typically include specific or unlimited amounts of
international and/or roaming minutes.

4.30 RMVC pricing structures for calls to fixed line phones exhibit the following
characteristics:

e MSPs do not differentiate prices of mobile-to-fixed calls based on the fixed
voice network called i.e. prices for all local/national calls to fixed line phones
are the same;

e Allocations of ‘any-network’ minutes are typically included within both
prepay and billpay tariff plans, and can be used to make calls to local or
national fixed lines, or mobile phones;

e MSPs typically charge the same price for off-net mobile-to-mobile and
mobile-to fixed calls; and

e Prices for calling fixed lines are typically higher than the analogous call
types on fixed networks. s’

4.31 The effect of mobile tariff plans, as well as the limited consumer awareness of
the difference between prices charged for on-net calls, off-net mobile calls and
calls to fixed lines, as well as calls made during peak and off-peak periods, is
likely to directly influence retail subscribers’ behaviour. This applies, for
instance, where the consumer is unaware of the price distinction between on-
net and off-net calls, or peak and off-peak calls, due to those calls being
included within their ‘inclusive minutes’ in their plan. This suggests that low
awareness levels may arise due to a lack of price differentiation between call
categories in MSPs’ price plans. If there is no difference in the prices charged
for these categories of calls, then it is not likely to be a key factor in driving the
usage of off-net calls to subscribers of one particular MSP over another, or at
particular times of day.

166 This practice is known as ‘zero rating’. For example, as of 20 September 2017, 48 (a brand of Three)
offers unlimited WhatsApp use, while eir Mobile offers subscribers unlimited access to YouTube,
Facebook, Snapchat, Instagram, Twitter, WhatsApp, Viber and Pokémon Go without consuming their
data allowance.

167 For example, as of 18 July 2017, Eircom’s base rates for out-of-package local & national daytime calls
was 9c per minute, compared to 34.56¢ per minute for  Three. See
https://www.eir.ie/opencms/export/sites/default/.content/pdf/pricing/Part2.1.pdf and
http://www.three.ie/pdf/current-pricequide.pdf. Similarly, Vodafone charges 4.5c for out of bundle local
and national calls made from a fixed line phone and 35c for out of bundle mobile-to-fixed line calls on
prepay tariff plans. (See https://www.vodafone.ie/home/broadband/charges and
http://www.vodafone.ie/pay-as-you-go-plans/charges/).
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4.32

4.33

The higher cost of calling mobiles from fixed line phones may potentially impact
the degree of price sensitivity of fixed line calling parties when making such
calls.zs¢ Similarly, price sensitive consumers with both mobile and fixed line
phones that are aware of the costs of calling mobiles may be in a position to
segment their calling behaviour to maximise the perceived value of their price
plans i.e. a consumer may use their mobile phone to call another mobile phone
and use their fixed line phone to call other fixed line phones.

The cost of calling a mobile from a fixed line remains higher than calling fixed-
to-fixed or mobile-to-mobile, however, many FSPs offer various types of
bundles,° which typically include mobile call minutes, and unlimited calls to any
network (fixed or mobile).

Subscribers’ Network Awareness

Calling Party Network Awareness

4.34

For the calling party to be in a position to react to retail price increases stemming
from an increase in termination rates, they would need to be aware of the
identity of the Service Provider of the person they are calling, where the call is
off-net.:» Consumers are more likely to recognise whether they are calling a
fixed line or a mobile phone by reference to the numbering prefix, as all mobile
number ranges in the State commence with a ‘08X’ prefix. Prior to the inception
of mobile number portability (‘MNP’)2in 2003, the ‘X’ in the mobile number
range corresponded to a particular MSP (for example, Vodafone numbers
commenced with 087 etc.), thus making the identification of the called party’s
MSP relatively easy. However, MNP has diminished the ability to rely on the
leading digits of a mobile phone number to ascertain the called party’s MSP.

168 However, the increased prevalence of tariffs including unlimited minutes to mobile networks could
potentially decrease the price sensitivity of fixed line calling parties where they do not incur the cost of
calls purchased outside of any allocation of minutes.

169 As noted in Figure 5 above, voice call traffic volumes indicate that fixed line phones are more often
used within a household to make calls to other landlines, while mobiles are more often used to make
calls to other mobiles.

170 https://www.eir.ie/phone/

171 Tariff plans have evolved in such a manner in recent years that there is no longer a significant
distinction between on-net and off-net minutes. Reductions in the levels of termination rates may have
been a contributory factor to networks no longer differentiating call prices based on the network called.

172 A MNP facility allows customers to retain their mobile number when switching MSP.
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Calling Party FSP Network Awareness

4.35 Unlike mobile numbers, Geographic Numbers associated with RFVC do not
give users the ability to distinguish between the fixed line networks being called.
As part of the 2016 Market Research, ComReg asked residential and SME
RMVC subscribers to indicate the extent to which they are aware whether they
are making calls to a fixed line phone from their mobile phone. Figure 27 shows
that 47% of responding consumer RMVC subscribers who also own a fixed line
are always aware that they are making a call to a fixed line phone from their
mobile phone, while 21% are never aware.*? It is important to note, however,
that stated called network awareness relates to fixed line networks in general,
rather than awareness of specific FSP networks. In ComReg’s preliminary view,
awareness of the specific fixed voice network being called is likely to be lower.27

Figure 27: Residential RMVC subscriber awareness of making calls to fixed line
phone

Awareness of Calling Fixed Line Number (From Mobile) Amongst

Mobile Users that Own a Home Phone Line
(Base: All Owners Of Home Phone Line - 560)

Q. When you are calling from your mobile phone, to what extent are you aware whether the number you are calling is a fixed line phane?

o Age

Total
Urban
Total {Excl. Total
Dublin  Urban  Dublin) Rural 15-38  35-54 55+

Always aware 173) (360) (187) (200)  (146) (206) (208)

Always aware 52% 51% 50% 38%  45% 50% 44%

Often aware Often aware 9% 994 9% 49 0% 2% 7%

Aware half the time
Aware half the time  18% 12% 6% 10% 14% 12% 5%
Dccasionally aware

Occasionally aware 10% 11% 11% 19% 15% 15% 12%

Newver
Newver aware 11% 17% 23% 29% 19% 15% 29%

85
Amongst Survey respondents that have both a mobile and a fixed line

telephone, 47% are always aware whether the number they are calling

from their mobile phone is a fixed line phone.
[a.s8)

173 See slide 84 of the 2016 MVCT Market Consumer Research.

174 ComReg notes that 46% of responding residential RFVC subscribers indicated that they are never
aware of the calling party’s FSP identity when receiving calls on their fixed line phone. Thus, it is likely
that these respondents are also unaware of the FSP’s identity when making calls to fixed line phones.
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4.36 Responding SMEs purchasing RMVC were asked a similar question. Figure 28
illustrates that 25% of respondents are never aware whether they are calling a
fixed line or a mobile network when making calls from their mobile phone.:

Figure 28: SME RMVC subscribers’ awareness of making calls to a fixed line
phone

Awareness If The Number Being Called Is A Fixed Line Phone
[Base- All Who Hawe Mobile Phone Provided By The Business For Work Purposes; n=333)

Q. When you sre Gilling from your business supplied mobile phone, to what extent
are you awane whether the number wou are clling is a fixed line phone?

All' With Mobile Phone All With Fixed Phone and
Provided by Business Muobile Phone
(n=333) (n=29&)
% %

Alway's Always

Aware half of the time
Dccasionally

HE’.I.E'I

65% of those surveyed say they are always aware when dialling a fixed line
number, while 1 in 4 say they would never be aware.

Often
Aware half of the time
Ococasional by

Mever

4.37 ComReg has also reviewed market research provided by Service Providers in
response to SIRs for information relating to calling parties’ levels of network
awareness. Apart from general awareness of whether the network being called
is fixed or mobile, little additional evidence was provided in these responses to
indicate that calling parties are generally aware of the specific FSP network
being called.

175 2016 SME MVCT Market Research, slide 104.

176 In July 2016, pursuant to its powers under section 13D(1) of the Communications Regulation Act 2002
(as amended), ComReg issued a series of information requests to FSPs and MSPs. ComReg received
all responses to those SIRs by September 2016
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Calling Party MSP Network Awareness

4.38 On average, just under 400,000*” mobile numbers have been ported annually
since the 2012 MVCT Decision. Thus, the called party’s mobile number in itself
is no longer a reliable means of identifying the called party’s MSP. Moreover,
aside from MNP, all four MVNOS (TMI, Virgin Media, Lycamobile and iD Mobile)
have been assigned numbers using the 089 prefix. The allocation of numbers
within a single prefix to multiple operators again reduces the likelihood of a
calling party being able to identify the network of the called party.:7

4.39 Notwithstanding the volume of MNP, it is possible that a consumer has
remained with (or returned to) their original MSP and, therefore, in a number of
cases, the use of their mobile number could allow the calling party correctly to
identify the called party’s underlying MSP. In this regard, ComReg notes that
the 2016 Market Research indicated a low incidence of switching with 73% of
responding consumers® and 54% of responding SMEs*¥ noting that they have
never switched their MSP.

4.40 As part of the 2016 Market Research, ComReg asked residential and SME
RMVC subscribers to indicate the extent to which they are aware of which
mobile network:s: they are calling.

177 From ComReg QKDR

178 The assigned 089 number ranges are 2000000 to 2799999 and 4000000 and 4999999 in the case of
TMI, 6000000 to 6299999 in the case of Virgin Media, 9400000 to 9899999 in the case of Lycamobile,
and 7000000 to 7199999 in the case of iD Mobile.

179 2016 MVCT Consumer Market Research, slide 100.
180 2016 MVCT SME Market Research, slide 7.

181 The term ‘mobile network’ which was employed in the 2016 Market Research is equivalent to the term
‘MSP’ used in this Consultation.
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Figure 29: Mobile Consumers — awareness of called mobile network

Awareness Of Network Calling When Making Call From Mobile Phone
(Base: All Mobile Users - 1038)
Q. When you are calling from your mabile

phone, to what extent are you aware of
which mobile network you are calling? Total

Age

Urban
Total |Excl. Total
Dublin Urban Dublin) Rural 15-34 3554 55+
(288) (642)  (354) (396) (379) (379) (280

Never aware
A48% A43% 39% 53% 39% 43%

Occasionally aware

%

Mever aware

12% 20% 26% 24%  25% 21% 17%

Occasionally aware Aware half the time

18% 16% 14% 7% 14% 13% 10%
Aware half the time Often aware

15% 13% 11% 9% 14% 13% 8%
Often aware
Abarays aware

= = [
IINI :

Always aware 7% 8% 9% 8% 8%  10% 5%

76

46% of the total survey sample state that they are never aware of the
network they are calling, with only 8% claiming that they are always

aware. (Q.62a)

4.41 Figure 29 illustrates that in relation to all calls made by surveyed RMVC
consumers, 33% of respondents indicated that they were aware of the mobile
network being called half the time or occasionally, with 46% of respondents
indicating that they were never aware of the mobile network being called.:

4.42 RMVC consumers were also asked about their awareness of the mobile
network called for frequently dialled numbers, with 34% of respondents noting
they are aware of the mobile network called half the time or less, and 38%
indicating that they were never aware of the mobile network being called.ze:

4.43 Consumers were also asked to identify the main reasons for not always being
aware of the network of the called mobile. 36% of respondents stated they do
not have visibility of the called number network, as calls are made from the
mobile phone’s address book, while 29% of respondents noted that they do not
think about the network that the called party is on.s

182 2016 Consumer MVCT Market Research, slide 76.
183 2016 Consumer MVCT Market Research, slide 77.
184 2016 Consumer MVCT Market Research, slide 78.
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4.44 RMVC consumers were also asked:s if they could identify whether the mobile
number they were calling was on another network (i.e. off-net mobile calls). As
illustrated in Figure 30, 37% of respondents indicated that it is not possible to
differentiate between on-net and off-net calls. 27% of responding consumers
indicated that the mobile number may possibly identify the mobile network
called. Just 5% of respondents correctly indicated the existence of the network
alert tone played to the caller prior to an off-net call being connected.

Figure 30: Possible means of called network identification — Consumer
respondents’ views

How To Tell If Number Called Is On Another Network

(Base: All Mobile Users - 1038)

Q. Are there any ways that you can tell if the number you are cailing is
on another mobile network?

Age
15-34 35-54 55+
% (379) (379) (280)
There is no way to tell _ a7 34% 35% 42%
From the number - possibly indicates the _ 27
mobile network 29% 31% 21%
There is no way to tell but | might know the - 19
network if | know the person well 21% 18% 17%
From the number - definitely indicates the - E
mobile network 12 15% 12% 3%
There is a tonefsound which you hear when .
the phone is on another mobile network > 4% 6% 3%
Ask them/confirm with them I 1 1% 1% 1%
Don't know 7 7% 6% 10%

82

Over a third (37%) of all taking the survey believe that there is no way of
knowing what network you are calling.

4.45 Figure 31 illustrates the level of awareness among RMVC consumers when
calling a landline number. 44% of responding consumers are always aware that
they are calling a landline number, while 22% are never aware.# It is important
to note, however, that stated awareness relates to fixed line networks in
general, rather than awareness of specific FSPs called.

185 2016 Consumer MVCT Market Research, slide 82.

186 This is a ‘pip’ tone implemented at a network level which sounds while the call is being connected, but
before it is answered. It definitively tells the caller that they are making an off-net call.

187 A general lack of concern about the awareness of whether a called number is a fixed line number was
the most commonly cited reason. See slide 86 of the 2016 MVCT Market Consumer Research.
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Figure 31: Consumer respondents’ awareness of calling a landline number

Awareness of Calling Fixed Line Number (From Mobile)

(Base: All Mobile Users - 1038)

Q. When you are calling from your mobile phone, to what extent are
vou aware whether the number you are calling is a fixed line phone?

Ape

Total
Urban
Total {Excl. Total
Dublin Urban Dublin) Rural 1534  35.54 55+
Always aware (288)  (642) (354)  (396) (379) (379)  (280)

Always aware 52% 45% 47% 37%  40% 499 43%

Often aware Often aware 9% 7% 6% 4% 3% 0% 7%

Aware half the time
Aware half the time  19% 129% 7% 8% 12% 11% 2%

Occasionally aware 17

Occasionally aware 109 13% 15% 23%  20% 16% 149

Mever 22
MNever aware 10% 19% 26% 28% 23% 17% 28%

Awareness of calling a fixed line is much higher, with 44% of the sample
saying that they always know if they are calling a fixed line. However, 22%
still say that they are never aware.

446 SME RMVC respondents were asked similar questions relating to their
awareness of the networks being called.xss In respect of calls to mobiles, the
majority of SME decision makers indicated that they were never aware (79%)
or occasionally aware (6%) of the mobile network being called (see Figure 32
below).1®* 26% of SME respondents indicated that, when using their mobile
phone, they were not aware whether the number they were calling is a fixed
line phone.wo

188 |t should be noted that the SME survey was targeted at those individuals within a company responsible
for choosing their current MSP (‘Decision makers’). Network awareness and pricing survey questions
were only targeted at SME Decision Makers who had been provided with a company mobile phone (with
the decision maker’s views being taken as broadly representative of individual employee use.)

189 2016 SME MVCT Market Research, slide 100.
190 2016 SME MVCT Market Research, slide 104.
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Figure 32: SME respondents’ awareness of identity of called mobile network

Awareness Of Network Calling

|Base: All Who Have Mobile Phone Provided By The Business For Work Purposes; n=333)

@. When you are making calls from your business mobile phone, to
what extent are you aware of which mobile network you are calling?

TOTAL
{n=333)
%

Always Aware
Often aware

Aware half of the time
Occasionally aware

MNever aware

100

79% of telecommunication decision makers surveyed who are supplied
with a business mobile phone report not being aware of which network
the mobile number they call belongs to.

4.47 In considering ways® in which SME respondents could tell if they were making
an off-net call to a mobile network (see Figure 33), 68% of respondents stated
that there is no way to tell, with just 10% indicating awareness of the network
alert tone played to the caller prior to an off-net mobile call being connected.

191 2016 SME MVCT Market Research, slide 102.
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4.48

4.49

Figure 33: Possible means of identifying called network — SME respondents’
views

Method Of Knowing If Someone Is Calling On Another Mobile

Network
(Base: All Who Have Mobile Phone Provided By The Business For Work Purposes; n=333)

Q. Are there any ways that you can tell if the number you are calling is on another mobile network

%

There is a tone or sound which you hear when 10
the phone is on another mobile network

From the number - possibly indicates the mobile

2
network

From the number - definitely indicates the mobile l -

network

Other | 1

Don't know 7

102

68% of the telecommunication decision makers surveyed believe there is
no way to tell which network the number being called belongs to.

ComReg has also reviewed market research provided by Service Providers in
response to Statutory Information Requests for information relating to calling
parties’ levels of network awareness. Little additional evidence was provided as
part of the responses which would indicate that called parties are generally
aware of the specific MSP network originating the call. Accordingly, this aspect
does not materially inform the analysis above.

Conclusion on Calling Party MSP and FSP Network Awareness

Having regard to the analysis in paragraphs 4.38 to 4.48 above, ComReg notes
that both residential and SME RMVC and RFVC subscribers have relatively low
levels of awareness of the identity of the called party’s Service Provider.
Consequently, ComReg is of the preliminary view that this lack of awareness is
likely to constrain the ability and incentive of calling parties to react to changes
in the retail price of calls to subscribers of specific Service Providers.

Called Party Network Awareness

4.50

If the called party is concerned about the costs faced by callers to them, it may
be in a position to exert a constraint on the termination rate-setting behaviour
of its own Service Provider. To do so, the called party would need to be:

e Concerned about the cost faced by the calling party; and

e Aware of the identity of the calling party’s Service Provider.
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FSP Network Awareness by Called Party

451 As part of the 2016 Market Research, ComReg sought to ascertain residential
consumers’ awareness of the calling party’s network identity when in receipt of
calls. As illustrated in Figure 34 below, 46% of residential RFVC subscribers
were never aware of the identity of the calling party’s FSP.22 Similarly, 50% of
responding residential RFVC subscribers are never aware of the calling party’s
MSP identity.3

Figure 34: Residential RFVC subscriber awareness of calling party fixed voice
network when receiving calls

Awareness of Landline Caller Provider (When Landline Call is

Received to Landline)
(Base: All confirming they have fixed line - 625) Q. When you receive a call to your fixed line phone from another fixed line phone, do
you know the identity of the landline provider where the call is been made from?

Region Age
Total Urban
Dublin Total Urban  (Ex-Dublin)  Total Rural 36-55 55+
Total (201) (410) (209) (214) (231) (228)

Always aware

Ilﬁ

Often aware 1

Aware half the time 18

Occasionally aware 13

15

MNever aware

a8
23% of landline owners in this survey always or often know the identity of
the landline caller’s provider, but 46% say they are never aware.

(@.76)

4.52 ComReg notes that survey data indicate that, when called, RFVC subscribers
have low levels of awareness of the identity of the calling party’s Service
Provider. While some called parties will be aware of the calling party’s Service
Provider (for example, where a caller is well-known to them through family or
social circumstances), the overall level of expressed awareness may be
somewhat overstated, given that fixed line phone numbers in themselves
cannot identify the calling party’s FSP.

192 2016 Consumer FVCT Market Research, slide 48.
193 2016 Consumer FVCT Market Research, slide 50.
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MSP Network Awareness by Called Party

4.53 If the called party is concerned about the costs faced by callers to them, it may
be in a position to exert a constraint on the MTR price-setting behaviour of its
own MSP. In order to be able to do this, the called party would need to be:

e Concerned about the cost faced by the calling party; and
e Aware of the identity of the calling party’s Service Provider.

4.54 MNP impacts the called party’s ability to identify the calling party’s MSP. As part
of the 2016 Market Research, ComReg sought to ascertain residential and SME
consumer awareness of the calling party’s network identity when in receipt of
calls. As illustrated in Figure 35, 42% of residential RMVC consumers were
never aware of the identity of the calling party’s MSP with an additional 7%
stating that the identity of the calling party’s MSP did not matter to them.

Figure 35: Consumer awareness of calling party’s mobile network when
receiving calls

Awareness Of Network When Receiving Calls On Mobile

(Base: All Maobile Users - 1038)

Q. If someane is calling you on your mobile, to Age
what extent do you know what mobile network Total
they are calling from? Urban
Total (Excl. Total
% Dublin  Urban Dublin) Rural 15-34  35-54 55+
(288)  (642) (354)  (396) (379) (379)  (280)
Almost always or always _
Often - Around three Almost always or
quarters of the time _ alwa U 4% 6% 7% 6% 6% 9% 3%
ys
Approximately half the time - - e
, ) Often-Around three -, 0, 9% 7% 2% 8% 6% 5%
Approximately a quarter of the time 9 quarters of the time
Occasionally - less than a tAhppt'.Ox‘matEIV b 19% 14% 9% 8% 14% 12% 8%
quarter of the time 18 € time
Approximately a 7% 7% 2% 0% 9% 9% 8%
quarter of the time
QOccasionally - less
than a quarter of the 6% 14% 21% 25% 20% 18% 17%

Never 42 time

Never 44% 41% 39% 44% 37% 40% O

Don't think about it, as
Don't think about it, as it it does not matter to 7% 8% 9% 5% 6% 7% 7%
does not matter to me 7 me

88

42% in this survey never know what network they receive calls from, a
further 7% say that it doesn’t matter to them

194 2016 Consumer MVCT Market Research, slide 88.
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455 Consumers were also asked if they could identify whether incoming calls
originated on a fixed or mobile network. In response, 19% stated that they were
never aware of whether the call originated on a fixed or mobile network with a
further 7% noting that it did not matter to them. The remaining 74% stated
varying degrees of awareness.%

456 Respondents were asked: if there are ways in which they could tell if the calls
which they receive come from a mobile network other than their own (i.e. off-
net mobile calls). Figure 36 demonstrates that 35% of consumer respondents
reported that there is no way to identify a calling party’s MSP, while 20%
indicated that they could definitely rely on the mobile number to identify the
calling mobile network.

Figure 36: Possible ways of calling network identification — Consumer
respondents’ views

Awareness of Ways Of Knowing Network Person Is Calling You On
(Base: All Mobile Users - 1038)

Q. Are there any ways that you can tell what Age
mobile network the person calling you is on? Total
Urban
% Total (Excl.  Total
Dublin  Urban  Dublin) Rural 15-33 35-54 55+
(288) (642) (354) [3936) (379) (379) (280)
There is no way to tell There is no way to tell 39% 35% 31% 34% 33% 32% 41%

From the mobile

number - possibly 34% 36% EX 33% 36% ITH 29%
indicates the network

From the mobile

number - definitely 245 15% 14% 22% 23% 15% 17%
indicates the network

I may just kmow what

network the caller is

From the mobile number - possibly
indicates the network

. . 10% 16% 20% 13% 14% 16% 12%
From the mobile number - definitely on but could tell from
indicates the network the mobile number

I may just know what network the
caller is on but could tell from the Hhey s = ik ket k3 k- =

mobile number

Other
Don't know Don't know 4% i 6% 7% 4% (3 7%

More than a third (35%) of the survey sample claim that there is no way to
tell what network a call is coming from when receiving a call. 34% feel
that the mobile number will possibly indicate the network it is on, while 1
in 5 (20%) are convinced that you can definitively tell the network by the

number.

195 2016 Consumer MVCT Market Research, slide 89.
196 2016 Consumer MVCT Market Research, slide 90.

100



Market Review FVCT & MVCT ComReg 17/90

457 Responding SMEs were asked similar questions regarding their level of
awareness with respect to incoming mobile calls.*” 53% of respondents stated
that they are never aware of the identity of the calling party’s mobile network,
35% stated it did not matter to them and the remaining 12% had varying
degrees of awareness. 72% of responding SMEs noted that there is no way to
identify the calling party’s MSP, while 14% indicated that they could definitely
rely on the mobile number to identify the mobile network called.

458 Having regard to the discussion above, ComReg notes that called RMVC
subscribers tend to have low levels of awareness of the identity of the calling
party’s Service Provider. While some called parties will be aware of the calling
party’s Service Provider (for example, where a caller is well-known to them
through family or social circumstances), the overall level of expressed
awareness may be somewhat overstated, given that mobile numbers
themselves are no longer a reliable means for identifying a calling party’s MSP,
due to MNP.

459 ComReg has also reviewed market research provided by Service Providers in
response to SIRs for information relating to called parties’ levels of network
awareness. Little additional evidence was provided as part of the responses
which would indicate that called parties are generally aware of the specific MSP
network originating the call. Consequently, this aspect does not materially
inform the analysis above.

Conclusion on Called Party MSP and FSP Network Awareness

4.60 ComReg is of the preliminary view that the relatively low level of calling parties’
network awareness among called parties is likely to constrain their ability and
incentive to react to price changes. Accordingly, calling party network
awareness is not likely to act as an effective indirect demand-side constraint on
the pricing conduct of a Service Provider in respect of termination rates at the
wholesale level.

Subscribers’ awareness of call costs

4.61 In order for the calling party to be in a position to react to changes in the retail
price of calls to subscribers on specific voice networks, or to react to those retail
price increases stemming from an increase in termination rates, they would also
need to be aware of retail call costs, including the costs associated with calling
particular Service Providers.

197 2016 SME MVCT Market Research, slide 107.
198 2016 SME MVCT Market Research, slide 109.
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RFVC subscribers’ awareness of call costs

4.62 As part of the 2016 Market Research, ComReg asked:* residential RFVC
subscribers to indicate the extent to which they were aware of the costs of
making calls from their fixed line phones. Table 10 shows that 80% of
responding residential RFVC subscribers either do not know, or are unsure of,
the costs of making (both local and national) fixed-to-fixed calls.

ComReg 17/90

Table 10: Residential RFVC subscribers’ stated knowledge of call costs

Do not know
r not sure

Know the | Know the

Other
exact cost

0 approximate cost
Local calls 80% 16% 4% 1%
National calls | 80% 16% 4% 0%

4.63 Responding SME RFVC subscribers expressed even lower levels of cost
awareness with 93% of responding SMEs stating that they do not know, or are
unsure of, the costs of making (both local and national) fixed-to-fixed calls.2°

Table 11: SME RFVC subscribers’ stated knowledge of call costs

Do not know | Know

the | Know

the

or not sure approximate cost | exact cost
Local calls 93% 3% 4%
National calls 93% 4% 3%

4.64 Given the relatively low awareness of call costs when making calls, ComReg is
of the preliminary view that called parties are similarly likely to have low

awareness of call costs incurred by those calling them.

4.65 In paragraph 4.92 ComReg analyses whether call costs are important to
residential and SME RFVC subscribers when selecting their FSP, due to the
possibility that cost awareness may be higher at the time of purchasing RFVC

or switching FSP.

4.66 ComReg is accordingly of the preliminary view that residential and SME RFVC
subscribers have low overall levels of awareness regarding the specific costs

associated with making calls to fixed line phones.

199 2016 Consumer FVCT Market Research, slides 65 and 68.
200 2016 SME FVCT Market Research, slides 48 and 51.
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RMVC subscribers’ awareness of call costs

4.67 As part of the 2016 Market Research, ComReg asked»: RMVC subscribers to
indicate the extent to which they were aware of the costs of making calls from
their mobile phones. Table 12 shows that responding residential consumers
indicated that 87% of prepay and 91% of billpay users either do not know, or
are unsure of, the costs of doing so.

Table 12: Consumer respondents’ stated knowledge of the call costs

Do not know or Know the Know the exact
not sure of the approximate cost of calls
cost of calls cost of calls
Prepay 87% 9% 4%
respondents
Billpay 91% 6% 206
respondents

4.68 Responding consumers that stated approximate or exact knowledge of calls
costs were then asked to provide cost estimates,»2 and to give their impressions
of call costing, which are summarised in Table 13:

Table 13: Consumer respondents’ perceptions on cost of calls from mobile
phones

‘ Prepay respondents Billpay respondents

- On-net calls to mobiles are
perceived as the cheapest calls.

- Off-net calls to mobiles are
perceived to be slightly more
expensive than calls to landlines.

- 47% of respondents thought that
call costs vary depending on the
time or day when a call is made.

- On-net calls to mobiles are
perceived as the cheapest calls.

- No perceived difference between
the cost of calling off-net mobiles
and landlines.

- 56% of respondents thought that
call costs vary depending on the
time or day when a call is made.

4.69 SME respondents expressed=: similar levels of cost awareness as residential
consumers with 94% of responding SMEs stating that they did not know, or
were unsure of, the cost of calls.

201 See slides 71 and 73 of the 2016 MVCT Market Consumer Research. ComReg notes that consumer
knowledge of costs has decreased since the last market review where it was noted that 71% of prepay
and 69% of billpay consumers stated that they did not know or were unsure of the costs of making calls
and sending text messages. See also page 50 of the 2012 MVCT Consultation.

202 2016 Consumer MVCT Market Research, slides 72 and 74.
203 2016 SME MVCT Market Research, slide 69.
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Figure 37: SME respondents’ stated knowledge of call costs

Knowledge Of The Per Minute Cost Of Making Calls Outside The
Monthly Plan/Package Cost

(Base: All SMEs With Business Mobile Phones; n=500)

Q. Do you know the per minute cost of making calls from business mobile phone outside of the monthly plan/package?

Company Size

TOTAL 1to 10 11 to 50 51 to 249
{n=500) {n=314) (n=131) {n=55)
h f call * I * * *
Know the approximate cost of calls —_—
Know the exact cost of calls 2 3 —— 4 s
11
Don't know or not sure of the cost of calls 94 96 95 ”

63

94% of SMEs with business mobile phones in this survey don't know or are
not sure of the per minute cost of making calls from their business phones
outside of their monthly plan/package.

4.70 Given the relatively low awareness of call costs when making calls, ComReg is
of the preliminary view that called parties are similarly likely to have relatively
low awareness of call costs incurred by those calling them.

4.71 Having regard to the issues set out above, ComReg is of the preliminary view
that residential and SME RMVC subscribers have low overall levels of
awareness regarding the specific costs associated with making calls.

Conclusion on awareness of call costs

4.72 Having regard to the above, ComReg is of the preliminary view that residential
and SME RMVC and RFVC subscribers have low overall levels of awareness
regarding the specific costs associated with making calls. ComReg is
cognisant, however, that residential retail consumers appear to have a
moderate level of awareness of the differences in the cost of making on-net and
off-net calls from their mobiles, in addition to the difference in cost when making
calls from mobile to (i) other mobiles and (ii) landlines.
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4.73 These low levels of cost awareness, rather than indicating that call costs are
not important to RMVC subscribers, may be attributed to RMVC pricing
structures® as, in circumstances where prices for on-net and off-net calls tend
not to differ (or are free), it may lessen the importance that consumers attach
to call cost awareness. Given the relatively low awareness of call costs when
making calls, ComReg is of the preliminary view that called parties are similarly
likely to have low awareness of call costs incurred by those calling them.

Subscribers’ sensitivities to call costs

4.74 RFVC and RMVC subscriber sensitivities to call costs may differ based on
individual preferences, calling patterns and costs arising under particular tariff
plans. Subscriber sensitivities to call costs may also vary over time. For
example, cost awareness may be front-loaded at the decision-making stage
when consumers are switching Service Provider, implying that less weight is
attached to the costs of calls once subscribers have chosen a Service Provider,
or when changing tariff plans with an existing Service Provider — particularly
where customers are still operating within a minimum term contract, where
tariffs allow unlimited calls to be made, or where prices for all call types are
homogeneous. Furthermore, it may take some time for consumers to react to
price increases where, for example, the impact of a change in price may not be
realised until a bill is received.

4.75 However, as noted above, in order for either the called party or the calling party
to react to retail price increases generally, or retail price increases stemming
from the pass through of a wholesale SSNIP in WVCT by a particular Service
Provider to subscribers, end users would need to be sufficiently concerned
about costs such that it warrants some change in their behaviour.

RFVC subscriber sensitivity

4.76 In order to estimate end users’ sensitivity to call costs, the 2016 Market
Research asked residential RFVC subscribers whether they consider the cost
of calls when making calls from fixed line phones. Figure 38 indicates that
approximately 16% of residential respondents consider the cost of calls made
from fixed line phones very or quite frequently.2s However 80% of respondents
stated that they do not consider the cost of such calls ‘frequently’ or ‘at all’.

204 See paragraphs 4.23 to 4.30 above.
2052016 Consumer FVCT Market Research, slide 58.
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Figure 38: Residential RFVC subscribers’ cost consideration when making
calls from fixed line phone

Consideration of Cost of Making a Call from Fixed Line Home Phone
(Base: All confirming they have fixed line - 623)

Q. How often, if at all, do you consider the cost of making a call from your fixed line home phone when calling another number?

. Region . Age
i Total Urban i
' Dublin Total Urban  (Ex-Dublin)  Total Rural | 18-34 36-55 55+
Total | (201) (410) 1209} [214] i (1686) (231) (228)
% i % i %
Very Frequently IIZmmm | EEE— —i a4
Quite Frequently 12 i 12 ﬂ i n
I I
| |
Not that frequently 23 i 23 i 23
| |
| |
] ]
| |
] ]
| |
Mot at all frequently 57 ! 57 |
] ]
1 1
] ]
| |
| |
Don't Know a ! 4 !
I I
] ]
NET:VERYORQUITE 450 17% 16% 15% 6% ! 16% 17% 15%
FREQUENTLY ! !
NET:NOTTHATORATALL  80% | 78% 78% 79% 83% 76% 81% 82%
FREQUENTLY

58

16% of fixed line users in the survey think quite or very frequently about
the cost of making a call from their landline.

(Q.48)

4.77 SME respondents were asked whether they checked any particular types of
phone calls when reviewing their fixed phone bills. Figure 39 illustrates that
SME respondents that carry out a detailed check of their RFVC bills2s are
mostly interested in the aggregate cost of the bill (85% check the total cost of
the bill), while 24% claim to check the cost of local/national fixed calls.2”

206 65% (n=291) of all responding SMEs purchasing RFVC.
2072016 SME FVCT Market Research, slide 57.
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Figure 39: Types of costs examined by SME RFVC subscribers in their bills

What Items Are Checked of Fixed Line Phone Bill

(Base: All SMEs With Fixed Line Services checking phone bill, n=291)

Q. Which of the following are checked on each bill?

The total amount 85
If the amount is greater than the bundle price 52

The cost of international phone calls 28

The cost of calls to mobile phone numbers 27

The cost of premium rate numbers and calls to 26

directory enquiries

The cost of the line/connection 25

The cost of calls to local or national phone numbers 24

None of thesel 2

57

Of the SME's in the survey who check their phone bill the total amount is
the most likely item checked with 85% of SME’s stating this.

4.78 The 2016 Market Research also explored residential and SME respondents’
sensitivities to the costs faced by those calling them. In particular, responding
residential RFVC subscribers that indicated they were aware of the calling
party’s FSP identity2e were asked to identify what specific behavioural change
they would consider making when receiving fixed-to-fixed calls, and how often
they would do it. Figure 40 shows a relatively low incidence of likely actions
being taken to reduce the cost of a call for a calling party. For example, 7% of
respondents indicated that they would always or almost always not answer the
call and phone the calling party back instead.2e Similarly, a low incidence of
actions being taken to reduce the cost of a call from a mobile phone for a calling
party was also observed.z©

208 549% (n=336) of all respondents.
209 2016 Consumer FVCT Market Research, slide 49.
210 2016 Consumer FVCT Market Research, slide 51.
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Figure 40: Incidence of called party’s change in behaviour when receiving calls

Actions Taken When Receiving a Call on Landline From a
Landline on Another Network Q. When you receive a call to your landline from a

landline who is on a different network which of the
(Base: All adults using fixed voice with any awareness of calling party’s network - 336) following actions are you likely to take in this situation?

Albways or Approx.  Appros.
Almaost half the A quarter of
always often Time the time Occasionally Mever

% % % % % %
Answer their call but shorten

10 9 52

the |ength of the call .- ._
Call them back ta save money I- . . -_
Don't answer their call but phone them
back from your fixed line phone 6 7
Don't answer their call but phone
them back from your mobile phone 8 8 7

Don't answer their call but use
some other method to contact them II 8 8 7 70

{email, skype, text, etc.)

21% of those with any awareness of the caller’s landline provider when a0

receiving a call to their fixed line will often, almost always or always
shorten the call when receiving a call from a landline on another network.

The majority of this sample are likely to not take any action in light of this

- (Q.77)
circumstance.

4.79 SME respondents purchasing RFVC were asked whether they provided a lo-
call number22 for use by their customers and/or employees. The majority (91%)
of respondents indicated that no lo-call number was provided by their
business.2:2

4.80 The evidence therefore suggests that, in general, both residential and SME
RFVC subscribers tend to have low levels of concern for the cost faced by the
calling party. It is ComReg’s preliminary view that the level of any consequential
behavioural change in the treatment of received calls is therefore not likely to
be significant.

211 Provision of lo-call numbers can be indicative of SMEs’ sensitivities to call costs faced by the calling
party. For example, a calling party faces no costs when dialling a Freephone (1800) number from either
a fixed line or mobile phone.

212 2016 SME FVCT Market Research, slide 35.
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4.81 In paragraph 4.74 ComReg noted that subscriber cost awareness and
sensitivity to costs may differ over time. As part of the 2016 Market Research,
ComReg asked residential RFVC subscribers who have stayed with their FSP
for the last three years or lesss to state the top three reasons for the selection
of their current FSP. Figure 41 sets out that better value in the price of bundled
services (44%), ease of dealing with single supplier for multiple services (26%)
and costs of making calls (25%) were the reasons most commonly cited by
responding residential RFVC subscribers when switching their FSP.24 The cost
of incoming calls was cited as one of the top three reasons for selecting a FSP
by 10% of responding residential RFVC subscribers.

Figure 41: Residential RFVC subscribers’ top three reasons for the selection of
their current FSP

Importance Of Factors When Choosing a Fixed Line Provider

(Base: All adults using fixed line and with current supplier past 3 years— 202)
CURRENT FIXED
Q. Thinking about when you chose your current fixed line phone service supplier, please LINE PROVIDER

select the top three reasons out of the following set of possible reasons which were most

important to your decision to choose your fixed line: phone service supplier. Note that alf Vodafone at "‘1'3‘"

of the reasons may be relevant to your particular service supplier. % h[';';']e T;;d.';'

Better value in the bundle price offered _ 44 49% 37%

Easier to have a single supplier for both or all services used _ 26 24% 19%

cost of making calls [ 5 35% 20%

Trusted brand of fixed line service supplier _ 75 16% 30%

The level of customer service offered by the operator | o5 24% 28%

Faster broadband with current fixed line supplier _ 24 33% 28%

Cost of the line rental P 2 27% 194

Wanted to switch to a bundle including more services _ 18 20% 18%

The guality of the line during a call _ 18 15% 24%

My family member/friend are with the provider meaning they were _ 17 11% 25%

cheaper to call

The reliability of the phone service 16 17% 21%

Cost of incoming calls (i.e. costs others face when others call you) _ 10 11% 11%
Better value in the service offered [N 7 3% 2%
Availability of other voice services - 7 4% 9%
Wanted to switch to a bundle with fewer services - 7 3% 6%
Other 9 6% 3%

*Caution: Small base size NOTE: Other Providers not shown due to small base sizes

Amongst fixed line owners that have been with their current supplier for
3+ years and took part in this survey, 44% say that the value of bundles

78

was in the top three reasons for choosing their service supplier.

213 Approximately 32% (n=202) of all responding residential RFVC subscribers.
214 2016 Consumer FVCT Market Research, slide 78.
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4.82 A similar question was posed to SME RFVC subscribers that have stayed with
their FSP for the last three years or less.2s Figure 42 demonstrates that the cost
of making calls was cited by 23% of respondents, while just 3% of respondents
indicated that costs faced by the calling party (including customers) was one of
the top three reasons for selecting their current FSP.2¢

Figure 42: SME RFVC subscribers’ top three reasons for the selection of their
current FSP

Main Reason for Choosing Current Fixed line Supplier

(Base: All SME's With Contract Length 3 years or less n=352)

Company Size
Q. Thinking about when you chose your current fixed line

0-10 11-50 51-249 phone service supplier, please select the top three
279) (1%22) (55 reasons that were important at the time?

Cost of making calls - 23 21%  24%  35%

Trust in the brand/supplier

18 18% 15% 24%
Offered a better value bundle
- pac;iiniﬁzifsp\:;: - 18 o Cost faced by other when calling the
. business.
Better customer service - 15 14% 13%  12% Among the businesses stating this
65% relate to cost of calling to a
Cost of line rental . 10 9%  13% 9% mobile and 36% relate to cost of

Offered a better broadband ||Il1g o ﬁxed line. 37% of
product as part of a bundle with business expressing concern here

fa bu 8 10% 7% .
o . / asked business to text or email
Cost faced by others such as I 3 3% 3% s instead of making a call

customers when calling our business

Other I 5 5% 3% 4%

Of SME’s surveys in contract less than three years ‘Cost of making calls’
and ‘Trust in brand/supplier’ were the main reasons for choosing current
fixed line supplier.

4.83 Where FSPs provided end user market research to ComReg in response to
SIRs relating to switching and churn, it generally tended to support the views
expressed above, in particular, that call costs and better value were key drivers
cited by consumers and SMEs for switching FSPs.

4.84 ComRegq is accordingly of the preliminary view that:

215 Approximately 80% (n=352) of all responding SME RFVC subscribers.
216 2016 SME FVCT Market Research, slide 66.
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(@)

(b)

(©)

(d)

Overall tariff cost and the cost of making calls are likely to be important
factors for consumers when selecting a FSP, primarily driven by the desire
to minimise expenditure and obtain the best value for the services
purchased. However, once consumers have chosen a FSP, the majority
of consumers appear to be less concerned about the cost of making on-
net/off-net local and/or national calls to fixed line phones, as demonstrated
by generally low awareness of the individual cost of calls to local and
national fixed line phones expressed by respondents to the 2016 Market
Research. Furthermore, taking account of the general absence of any
significant on-net/off-net retail price differentiation for calls to local/national
fixed line phones, and the prevalence of unlimited or set amount of
minutes for local/national calls included in RFVC tariff plans, the cost of
making calls to particular FSP networks cannot be readily ascertained
from retail pricing structures. Hence, the individual cost of calling specific
FSPs would, therefore, not appear to influence consumer decisions when
choosing their FSP.

Residential RFVC subscribers tend to have low levels of concern for costs
faced by the calling party, as evidenced by a low incidence of reported
behavioural change when receiving calls from fixed lines and/or mobile
phones.

SME RFVC subscribers do not tend to consider the cost of making calls
when using their fixed line phone. The majority of responding SME RFVC
subscribers indicated a general concern with the overall cost of the
telecommunications bill rather than any specific concern with the cost of
individual call types. This lower level of sensitivity for off-net calls is likely
to be influenced by the prevalence of RFVC tariff plans offering a specific
or unlimited amount of minutes to any network.

SME RFVC subscribers are not likely to be concerned about the cost
faced by calling parties, which implies that SMEs are not prone to changes
in their treatment of incoming calls.2” In summary, sensitivities to the costs
faced by calling parties appear not to be significant.

RMVC subscriber sensitivity

4.85

In order to estimate end users’ sensitivity to call costs, the 2016 Market
Research asked RMVC subscribers whether they consider the cost of mobile-

to-mobile calls when making calls from mobile phones.z:¢ Table 14 indicates
that 65% of residential consumers and 80% of SME consumers do not consider
the cost of mobile-to-mobile calls when making these calls.

217 For example, by providing a low call non-Geographic Number such as 1800 for customer contacts
instead of a geographic or nomadic (076) number.

218 See slide 83 of the 2016 MVCT Market Consumer Research and slide 103 of the 2016 MVCT Market
SME Research. Low levels of awareness of the identity of the called party’s MSP and the calling party’s
MSP have already been highlighted at paragraphs 4.38 to 4.48, and 4.53 to 4.59.
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Table 14: Consumer and SME cost consideration when Mobile-to-Mobile calls

Less than | 25% of | 50% of | 75% of the

25% of the | the time the time | time or more

Residential 65% 16% 7% 6% 6%
Respondents

SME 80% 10% 1% 9%
Respondents

4.86 Residential and SME retail consumers were also asked if there are any types
of phone calls that they were especially concerned about when considering the
cost of making a call from a mobile phone.2¢In this regard, 42% of residential
consumers indicated that they are concerned about the cost of calls to
international numbers, with the cost of off-net calls to other mobile networks
and fixed line numbers causing broadly similar levels of concern to each other,
accounting for 13% and 12% of respondents, respectively. 26% of consumer
respondents were not concerned about the cost of any particular call types.

Figure 43: Consumer concern about cost of certain call types from mobiles

Concern Over Cost Of Certain Types Of Calls From Mobile

(Base: All Mobile Users - 1038)

Q. Are there any particular types of phone calls that you are Total
concerned about when considering the cost of a call from Urban
your mobile phone? Total (Excl. Total

Dublin  Urban Dublin) Rural 15-34 3554 55+
(288)  (642)  (354) (396) (379) (379) (280)
%

Calls to international numbers _ 42 49% 43% 37% 42% 44% 39% 44%

Calls to Freephone (those beginning with 1800) or
- 36 32% 5% 38% 38% 36% 38% 35%

local (those beginning with 1850 or 1890)
- 26 14% 24% 31% 30% 28% 27% 23%

numbers

Calls to premium numbers such competition,
tarot or horoscope lines (those typically beginning
with 15XX, 1580,1570 etc)

Calls to mobiles on the same network as me - 13 12% 11% 10% 1™ 16% 12% 12%
Calls to mobiles on other mobile networks to me - 13 20% 15% 11% 10% 16% 12% 10%
Calls to fixed line phones . 12 13% 13% 13% 12% 16% 10% 11%

Otherl 2 1% 3% 5% 0 2% 3% 1%

None in particular 26 24% 26% 28% 26% 23% 26% 30%

International calls cause the greatest concern amongst those taking the &

survey (42%) in terms cost, rising to 49% amongst Dublin residents. ‘18-
Numbers’ are also a concern for 36% despite being Freephone/local

numbers. (Q.70)

219 2016 Consumer MVCT Market Research, slide 87 and slide 106 of the 2016 MVCT Market SME
Research.
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4.87 Among SME respondents, 36% were concerned about the cost of making calls
to international numbers, with 20% concerned about the cost of making calls to
both premium rate numbers and non-Geographic Numbers, as illustrated by

Figure 44. 41% of SME respondents were not concerned about the cost of any
particular calls.

Figure 44: SME respondents’ concerns about the cost of making certain call
types from mobile phones

Particular Calls That Are Concerning

(Base: All Who Have Mobile Phone Provided By The Business For Work Purposes; n=333)

Q. Are there any particular types of phone calls that you personally are concerned about
making when considering the cost of a call from your business supplied mobile phone?

Calls to international numbers

Calls to premium numbers such competition, tarot or horoscope _ 20
lines (those typically beginning with 1500, e.g. 1580,1570 etc)

Calls to Freephone ( those beginning with 1800) or local (those _ 20
beginning with 1850 or 1890) numbers

Calls to fixed line phones I 2

w
(=]

Making calls while roaming I 1

Calls to mobiles on other mobile networks to me I 1

Other = 1

None in particular as phone paid for by company 41

According to those surveyed, telecommunication decision makers are mostly

concerned about cost of calls to international numbers (36%), calls to premium
numbers (20%) and calls to Freephone numbers (20%). However, 41% say they
are not concerned about any type of cost as the business pays for them.

4.88 The 2016 Market Research also explored residential and SME respondents’
sensitivities to the costs faced by those calling them. It considered the
frequency and nature of any behavioural response where such concerns were
articulated. In other words, respondents concerned about the costs faced by

the calling party were asked what they would do in response to this concern
and how often would they do it.

4.89 Figure 45 illustrates that 71% of residential consumer respondents indicated
that they were never concerned with costs faced by the calling party, with the
remaining 29% expressing varying degrees of concern.z0

220 2016 Consumer MVCT Market Research, slide 91.
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Figure 45: Called party’s concern about costs faced by calling party

Consideration Of Cost To Calling Party When Receiving Call

(Base: All Mobile Users - 1038)

Q. When you see an incoming call on your
mobile, do you consider what the call will “
cost the person calling?
Total

oz Urban
Often - Around three Total (Excl. Total
quarters of the time or more = Dublin  Urban  Dublin) Rural 15-34 35-54 55+
Approximately half the time 8 (288) (642)  (354) (396) (379) (379) (280)
Approximately a quarter of the time
Occasionally - less than a 14 Often - Around three
quarter of the time quarters of thetimeor 3% 2% 1% 2% 2% 3% 0%
more
Approximately haff 11% 8% 5% 1% 7% % %
the time
Approximately a 14% 8% 4% 7% 7% 10% 6%
quarter of the time ° N N
71
Never Occasionally - less
than a quarter of the 7% 10% 13% O 19% 13% 10%
time

MNever 65% 72% 78% 68% 65% 70% O

91

7 in 10 (71%) of all in the survey never consider the cost incurred by the
caller when receiving a call.

4.90 Those residential consumers that expressed any level of concern about the cost
faced by the calling party (29% of all respondents) were then asked whether
such concerns would impact upon how they treat incoming calls. 65% of these
residential consumers noted that their behaviour with respect to the treatment
of incoming calls would change half the time or less (see Figure 46). The 2016
Market Research also indicated that the frequency of behavioural change is
broadly similar regardless of the called party’s identity,2* with the likelihood of
changed behaviour being slightly higher when a calling party is a friend or a
family member of limited means.

221 2016 Consumer MVCT Market Research, slide 93.
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Figure 46: Incidence of called party change in behaviour due to concern about
costs faced by calling party

Circumstances When You Would Change Behaviour When

Recenﬂng Calls Q. How often would you change how you treat these
(Base: All Change Behaviour Due To Considering Cost Of Person Calling, 305) calls in each of the following circumstances?

MNET
Ewvery Day
or Every

Couple Of
u Never = once @ month or less ® less than ® every week B every couple of days ® every day Days

% % £ % % % %
For a friend/family member s > 61%
with limited financial means
or o Frlendl‘]camilv member H ’ --_ o
For any incoming caller | can 13 6 43%
identify

Amongst those in the survey with a propensity to change their behaviour
as a result of considering the cost incurred by the calling party, 60% say
that this regularly occurs when receiving a call from a friend /family
member with low financial means.

93

4.91 94% of responding SMEs indicated?z that they were never concerned about the
costs faced by the calling party. The evidence therefore suggests that in
general, both residential and SME RMVC subscribers tend to have low levels
of concern for the cost faced by the calling party and that the level of any
consequential behavioural change in the treatment of received calls is not likely
to be significant.

222 2016 SME MVCT Market Research, slide 110.
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4.92 ComReg notes that the cost awareness of end users and their sensitivities to
cost may differ over time. As part of the 2016 Market Research, ComReg asked
residential?» and SME2* RMVC subscribers that had previously switched their
MSP to state the top three reasons for the selection of their current MSP. Figure
47 sets out that network coverage/reliability (30%), friends or family members
being on the same network (28%) and cost of data (26%) were the most
commonly cited reasons that were important to consumer respondents when
switching their MSP. The cost of calls to other mobile networks (off-net calls)
and to the same mobile networks (on-net) calls were cited as one of the top 3
reasons for selecting a MSP by 24% and 20% of respondents respectively.

Figure 47: Consumer respondents’ top 3 reasons for selection of their current
MSP

Reasons For Choosing Current Mobile Supplier

(Base: All Changed Operator - 282)
Q. Thinking about when you chose your current mobile operator, please
select the top three reasons out of the following set of possible reasons
which were important to your decision to choose your mobile operator? Vodafone Meteor Three Prepay Bill Pay
(67) (53) (93) (153) (128)

%
Network Coverage/Network Reliability [ NN 30 42% 16%  31%  29%  32%
My friends or family are mostly on this _ 28 350, 339 27% 389% 16%

network

Cost of data/Data prices/ofrers MMM 26 10%  26%  37%  23%  30%

Attractive bundle offer 24 22% 14% 27% 18% 32%

Cost of calls to the other mobile
o o N 2: 1% 2%  20% 2% 2%
Cost of calls to same mobile networks [ NG :0 18%  30%  13%  18%  23%
Number of inclusive call_ml'nutes _ 19 219 12% 229 20% 18%
included
46 availability [N 14 10% 15% 21% 14% 14%

Availability of mobile broadband servi
vailability of mobile it th?:Ds:g;g?_ 11 10% 15%  11%  10%  11%

The price of the handsets _ 11 14% 10% 9% 8% 15%
The level of customer service offered by _ 10 11% 16% 29 8% 12%

the operator
Trusted brand/mobile service provider 9 18% 4% 10% 8% 11%
Other 5 1% 3% 8% 5% 6%

103
Amongst all those in the survey that have changed supplier, the reliability and

coverage of the network is the most commonly cited driver for choosing their
current supplier.

(Q.102)

223 2016 Consumer MVCT Market Research, slide 103.
224 2016 SME MVCT Market Research slide, 92.
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4.93 Figure 47 also illustrates that prepay and billpay respondents have stated
somewhat similar reasons for selecting their MSPs, with the main exceptions
being that prepay customers placed far greater emphasis on whether their
friends and family were on the relevant network than billpay customers (38% v.
16%), this could be due to free on-net calling being included as part of the plan.
Billpay customers placed far greater emphasis than prepay customers on the
attractiveness of the bundle offer (32% v. 18%).

4.94 Figure 47 shows some differences amongst prepay and billpay residential
consumers regarding their most important reasons for selecting their current
MSP. However, there is no specific reason common across these subgroups
that would outweigh all other reasons chosen. This contrasts with evidence
presented in the 2012 MVCT Consultation where it was noted that, for
consumers, the most significant factor in the MSP selection decision was
friends or family being on the same network for the purpose of reducing the cost
of calls made and received.?

4.95 The most frequently cited reasons among SME respondents that switched their
MSP are presented in Figure 48. Network coverage (35%), cost of calls (27%),
and the availability of mobile as part of a bundle of other services (7%) were
the most common reasons that were important to SME respondents when
switching their MSP. However, when asked to select the main reason for
choosing their MSP, the majority of SME respondents (35%) noted that it was
network coverage,?? followed by the cost of calls (27%).

225 See paragraph 4.83 of the 2012 MVCT Consultation. The reduced importance of having friends and
family on the same mobile network is also supported by an increasing number of originated off-net
minutes highlighted in Figure 20 above.

226 2016 SME MVCT Market Research, slide 92.
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Figure 48: SME respondents’ top 3 reasons for selection of their current MSP

Most Important Reason in Switching Mobile Provider
(Base: All SME's With A Previous Mobile Provider And Invelved In Switch Decision, n=215)

Q. Thinking about when your business last changed mobile operator, please select the

main reason out of the following set of possible reasons which were important to the
decision to choose that mobile operator

Vodafone Three eir Mobile

% (95) (68%) (47*)

Network Coverage 35 49% 29% 19%

Cost of calls 27 22% 28% 36%

Availability of mobile as part of a

bundle of other services 7 7% 6% 9%

The level of customer service 7 3% 13% 5%
Amount of inclusive minutes included in plan G 5% A% 9%,
Cost of data 3 1% 6% A%,

Cost of handsets 3 3%, A% 0
Other 8% 9% 17%

11

35% of SMEs in this survey said that network coverage was the main =

decision in the selection of their current mobile provider.

4.96 Where MSPs provided end user market research relating to switching and
churn, it generally tended to support the views expressed above, in particular,
that network coverage/network reliability, better value, and data allowance were
key drivers cited by consumers and SMEs for switching MSPs.

4.97 ComRegq is accordingly of the preliminary view that:

(@) Overall tariff cost and the cost of making calls are likely to be important
factors for consumers when selecting a MSP, primarily driven by the
desire to minimise expenditure and obtain the best value for the services
purchased. However, once consumers have chosen a MSP, the majority
of consumers appear to be less concerned about the cost of making on-
net and off-net calls and more concerned about making calls to
international, non-geographic or premium rate numbers. This lower level
of concern for mobile-to-mobile call costs may be due, at least in part, to
the prevalence of tariffs offering unlimited or a set amount of free mobile-
to-mobile calls to all networks or for on-net calls, in the retail market — and
as such, the cost of such calls may be of less importance once consumers
have availed of the tariff (i.e. the importance of this factor seems to decline
once the selection of the MSP is made).2”

227 See the overview of RMVC retail pricing structures at Annex 3 - Price Plans.
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(b) 29% of consumer respondents appear to have some (varying) level of
concern about costs faced by people calling them on their mobile phones.
Therefore, any behavioural change as a result of called parties’ concerns
regarding the cost faced by calling parties is likely to be relatively low.
Consumer sensitivities to the cost faced by calling parties are also likely
to be relatively low, although where present, sensitivities appear to be
higher for callers known to them (i.e. family members and friends).

(c) SME RMVC subscribers do not tend to consider the cost of making calls
when using their mobiles. This is likely to be largely due to the fact that
the cost is borne by the SME and not the employee. However, where
concerns are expressed about the cost of certain calls these tend to relate
to the cost of international calls, with less concern expressed about the
cost of making off-net mobile-to-mobile calls. This lower level of sensitivity
for off-net calls is likely to be influenced by the prevalence of RMVC tariff
plans offering a specific or unlimited amount of any network minutes.

(d) SME RMVC subscribers are not likely to be concerned about costs faced
by calling parties, which implies that SMEs are not prone to significant
changes in their treatment of incoming calls. In summary, sensitivities to
the costs faced by calling parties do not appear to be significant.

Conclusion on RFVC and RMVC subscriber sensitivity to costs

4.98 Having regard to the analysis in paragraphs 4.74 and 4.97, the evidence
therefore suggests that, in general, both residential and SME RFVC and RMVC
subscribers tend to have low levels of concern for the cost faced by the calling
party and that the level of any consequential behavioural change in the
treatment of received calls is not likely to be significant.

Summary of preliminary conclusions on factors
affecting the responsiveness of end users to
changes in RFVC and RMVC prices

4.99 The preceding paragraphs??¢ have set out ComReg’s preliminary views on a
range of issues relating to pricing structures and subscribers’ behaviour in the
RFVC and RMVC markets. Such behavioural characteristics are also relevant
to the market definition and competition assessment of the Relevant FVCT and
MVCT Markets discussed in Sections 5 and 6 respectively. Of particular
relevance is the degree to which subscribers’ behaviour (either the calling party
or the called party) and market characteristics may affect the termination rate-
setting behaviour of a HM supplier of WVCT.

228 See paragraphs 4.7 to 4.98.
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4.100 Given the CPP principle, the called party does not pay for incoming calls to
geographic or nomadic (076) numbers. Within this CPP environment and
having regard to overall RFVC and RMVC pricing structures and characteristics
in the Irish market, ComReg has considered both calling party and called party
behaviours in relation to network awareness, cost awareness, sensitivity to cost
and frequency of any associated behavioural change.

4.101 ComReg'’s preliminary view is that the called party is likely to have:

e Low levels of awareness of the calling party’s Service Provider identity;
e Low levels of awareness of the retail costs faced by the calling party; and
e Low sensitivity to/concern for the costs faced by the calling party.

4.102 These factors are likely to affect the degree to which the called party would
have an incentive to change how it treats incoming calls in response to
concerns regarding the costs faced by the calling party.

4.103 Similarly, ComReg’s preliminary view is that the calling party is likely to have:

e Low levels of awareness of the called party’s Service Provider identity;
e Low levels of awareness of the retail costs of making calls; and

e Relatively low levels of concern about the costs of making off-net calls from
both mobile and fixed lines to both mobile and fixed lines, with subscribers
more likely to be sensitive to overall tariff costs and the cost of making calls
when selecting their Service Provider.22° This behaviour can likely be partly
explained by the prevalence of tariff plans offering unlimited (or limited, but
large, amounts of) any network, any time minutes.

4.104 These factors are likely to affect the degree to which the calling party may
change its calling behaviour in response to the costs faced when calling a
subscriber of a particular Service Provider.

Assessing the impact of retaill consumer
behaviour on the Relevant FVCT and MVCT
Markets

Overview
4.105 The European Commission’s 2014 Recommendation has identified

e Wholesale call termination on individual public telephone networks
provided at a fixed location, and

e Wholesale voice call termination on individual mobile networks,
as relevant wholesale markets that are susceptible to ex ante regulation.

229 |n this regard, ComReg notes the relatively low level of switching as demonstrated in Figure 21 above.

120



Market Review FVCT & MVCT ComReg 17/90

4.106 ComReg is not obliged per se to conclude on a precise definition of the relevant
retail markets for the purposes of its present WVCT assessments.
Nevertheless, ComReg assesses retail markets to inform its subsequent
definition of the Relevant Termination Markets and, in particular, to inform its
assessment of whether, through substitutability at the retail level, other forms
of communication potentially exercise an indirect constraint on the Service
Provider supplying WVCT.

4.107 In line with the methodology set out by the European Commission,2® ComReg
begins its analysis by considering the narrowest set of candidate products (the
‘Candidate Product’) at the wholesale level (WVCT to a particular RFVC or
RMVC subscriber) and the correspondingly narrow downstream retail service
involving the ability to make a call to a specific subscriber. ComReg examines
whether the Candidate Product should be broadened to include other products
or services, taking account of demand-side and supply-side substitutability
considerations at the retail level.

4.108 If either the calling party or the called party had a strong awareness of the costs
of making calls to particular networks and a sufficient likelihood of employing
alternative modes of communication so as to avoid the costs associated with
calling a particular recipient Service Provider with sufficient frequency, in
particular, following any pass through into retail prices of an increase (above
the competitive level) in termination rates, i.e. an increase in retail prices for
calling subscribers on particular networks arising from an increase in
termination rates. This could potentially constrain the wholesale price-setting
behaviour of the called party’s Service Provider in respect of terminating
incoming calls. It is therefore necessary to start with an assessment of any
potential retail substitution effects to determine their capacity to constrain
wholesale market behaviour (which, indirectly, could potentially imply a broader
wholesale market), absent regulation.

4.109 ComReg accordingly considers whether, from the consumer demand-side
perspective, any products may act as an effective substitute for making an off-
net call to a subscriber of a Service Provider. This is examined from two
perspectives:

e Whether the characteristics, prices and intended use of potential substitute
products are sufficiently interchangeable with those attributes associated
with making calls to a subscriber of a different Service Provider (i.e. an off-
net call); and

e The likelihood that a sufficient number of consumers would switch to using
these potential substitutes in circumstances where the cost of making calls

230 See paragraph 41 of the SMP Guidelines and paragraph 16 of the European Commission’s Notice on
Market Definition.
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to an off-net phone increased as a result of an increase in wholesale
termination rates.

4.110 The Hypothetical Monopolist Test (‘HMT’) is an economic analytical tool which
is used to assist in defining relevant product markets by assessing the demand-
side substitution behaviour of consumers. The HMT assesses whether, in
response to a small, but significant non-transitory increase in price (a ‘SSNIP’)
above the competitive level - taken to be in the range of 5 to 10% - of a
candidate product supplied by a Hypothetical Monopolist (HM), a sufficient
number of consumers would switch to an alternative substitute product, such
that the price increase would be unprofitable.zs: If a sufficient number of
consumers switch to alternative products, thus making the price increase
unprofitable, then the alternative product is included in the relevant product
market. The HMT is carried out for any given number of alternative products
which, by their characteristics, prices and intended use, may constitute effective
substitutes to the candidate product. If switching to these alternative products
is sufficient to render the SSNIP of the candidate product unprofitable, then
these are also included in the definition of the relevant product market.

4.111 According to the European Commission, in the case of FVCT,

“According to competition law principles, if indirect constraints coming
from the downstream (retail market) are strong enough to make the
termination rate increase unprofitable for a terminating operator, it
might be concluded that this operator does not have SMP on its
respective termination market. This could be the case if the calls to a
fixed network can be substituted by other means of communication at
the retail level. In other words, if the calling party, in order to avoid a
pass-through of the wholesale termination charge, instead of calling
the fixed number, selects an alternative, such as calling the mobile
number belonging to the same person or using an OTT provider, this
may result in a constraint exercised by another termination service. 22

4.112 While the above statement is in the context of FVCT, it could equally apply to
MVCT.

4.113 In line with European Commission guidance on the assessment of indirect retail
substitution effects through a SSNIP by a HM at wholesale level, the following
factors are considered relevant:

(&) Whether, and to what extent, wholesale customers purchasing WVCT
would be forced to pass a hypothetical wholesale price increase onto their
customers at the retail level;

231 |n other words, whether the revenue foregone due to lost custom from consumers who switch to
substitute products is greater than the increased revenue associated with charging a higher price for the
product consumer who do not switch.

232 Explanatory Note accompanying the 2014 Recommendation, at page 32.
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4.114

4.115

4.116

(b) Whether there would be sufficient demand substitution at the retail level
in response to the pass-through of the SSNIP in termination rates into
retail prices such as to render the termination rate price increase
unprofitable i.e. what retail-level demand response would be required to
make a SSNIP unprofitable?; and

(c) Whether the retail customers of Service Providers purchasing WVCT
would, to a significant extent, switch to the retail arm of the integrated HM,
particularly if the HM does not raise its own retail prices when it raises its
termination rates.

After considering demand-side substitution in paragraphs 4.115 to 4.246 below,
ComReg then considers supply-side substitution in paragraphs 4.247 to 4.248
below. In doing so, ComReg considers whether any suppliers not currently
providing RFVC or RMVC would, in the short term, enter the market without
incurring significant additional costs or risks in response to a SSNIP of WVCT.

Retaill Demand-Side Substitution

The starting point of a retail demand-side substitution analysis for an off-net call
to a subscriber of a particular Service Provider is to examine whether, instead
of making such a call, consumersz: are likely to consider the following as
effective substitute forms of communication:

e Making a call from a fixed line to a mobile phone (fixed-to-mobile call),
discussed in paragraphs 4.121 to 4.125;

e Making an on-net mobile-to-mobile call, discussed in paragraphs 4.126 to
4.135;

e Making a call from a fixed line to a fixed line (fixed-to-fixed call), discussed
in paragraphs 4.136 to 4.143;

e Making an unmanaged Voice over Internet Protocol (‘VolP’) call, discussed
in paragraphs 4.144 to 4.152;

e Sending an SMS or an instant message using OTT applications, discussed
in paragraphs 4.153 to 4.161,

e Sending an email, discussed in paragraphs 4.162 to 4.167,;

e Shortening an off-net call and/or requesting a call back, discussed in
paragraphs 4.168 to 4.175; and

o Delaying making the off-net call to a time when it is cheaper to make that
call discussed in paragraphs 4.176 to 4.178.

These potential substitutes are considered across the range of relevant
substitutability criteria set out in the European Commission’s Notice on Market
Definition, according to which a relevant product market:

233 Unless otherwise stated, ‘consumers’ refers to both private consumers and SME consumers.
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4.117

4.118

4.119

“..... comprises all those products and/or services which are regarded
as interchangeable or substitutable by the consumer, by reason of the
products’ characteristics, their prices and their intended use” 2

ComReg’s retail market analysis, therefore, assesses technical characteristics
(functionality), price, and any available data regarding consumer usage
trends/behaviour.2® It also considers whether a sufficient number of RFVC or
RMVC subscribers are likely to switch to the forms of communication identified
in paragraph 4.115 in response to an increase in the retail price of making an
off-net call to a Service Provider, with this retail price increase driven by the
pass-through of a 5% to 10% increase in the terminating Service Provider’s
wholesale termination rates.2s

In this regard, as part of the 2016 Market research residential and SME RFVC
and RMVC subscribers were asked whether they would change their call-
making behaviour in response to a 1 cent increase in the price of a RFVC or
RMVC (and separately a 3 cent increase in the case of RMVC). The summary
of responses is presented in Annexes 1 and 2 of this Consultation.

The call-making behaviours identified in Annexes 1 and 2 of the Consultation
could have the following potential impacts on the profitability of both the
terminating and the originating Service Provider:

(@) Potential impact on the terminating Service Provider’'s revenue arising
from a combination of:

a. Increased termination revenue from those consumers that
continue to make calls to subscribers of the terminating Service
Provider, notwithstanding the pass-through of the increased
termination rate into retail prices of the calling party’s Service
Provider,

b. A decrease in termination revenue arising from those consumers
that reduce the number or length of calls (or substitute to other
forms of outbound communication) in response to the pass-
through of the increased termination rate into retail prices of the
calling party’s Service Providers, and

234 See paragraph 7 of the European Commission’s Notice on Market Definition.

235 See Annexes 1 and 2 of this Consultation for price sensitivity and switching analysis in the RFVC and
RMVC markets.

236 As noted in Annex 2 of this Consultation, the hypothetical price increases of RMVC tested in the 2016
Market Research (1 cent and 3 cent) were significantly higher than RMVC price increases that would be
likely to occur from the full pass-through of a 5% to 10% increase in “competitive” MTRs (taking the data
set out in the STRPL, a 10% increase in the most expensive cent per minute MTR would amount to 0.33
cent per minute, while a 10% increase in the most expensive cent per call MTR would amount to 0.128
cent per call). It should be noted that the transparency of any such increase could be occluded by folding
the increase into overall plan price increases, rather than per call rate increases. The same hypothetical
price increase would apply to FTRs,
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c. Anincrease in retail revenue where calling parties, in response to
termination rate-induced retail price increases, switch from their
existing Service Provider to the Service Provider that increased
the termination rate.”

(b) Potential impact on the retail revenue of the calling party’s (originating)
Service Provider as a result of fewer or shorter calls being made. There is
also the possibility that some retail subscribers could switch their Service
Provider as a result of the pass-through of the termination rate increase,
again leading to a decrease in retail revenues, as discussed in paragraphs
4.7 to 4.104.

RFVC Demand-Side Substitution

4.120 The following topics as outlined above in paragraph 4.115 discuss how
consumer behaviours may potentially changes as a result of a hypothetical
increase in FTRs.

Make a fixed-to-mobile call instead of an off-net fixed-to-fixed call

4.121 Anincrease in FTRs by a HM might be unprofitable if, in response, a sufficient
number of consumers switched to making a fixed-to-mobile call instead of an
off-net fixed-to-fixed call. The motivation for this behaviour would be to avoid
the higher cost of off-net fixed-to-fixed calls and, presumably, to take advantage
of the potentially lower cost of fixed-to-mobile calls (if this were to be the case).

4.122 Both bundled and standalone RFVC tariff plans typically include a set or
unlimited amount of local/national minutes which can be used for calls to
subscribers of any FSP.z¢ Minutes for calls to mobiles are typically included
only in the more expensive RFVC tariff plans.

4.123 If this pricing approach for calls persisted absent regulation, this would likely
reduce a consumer’s incentive to switch to a fixed-to-mobile call, as the number
of bundled minutes is generally far greater for fixed-to-fixed calls than for fixed-
to-mobile calls. Moreover, out-of-bundle minutes for fixed-to-fixed voice calls
are frequently cheaper than out-of-bundle minutes for fixed-to-mobile calls.2*

237 Assuming the terminating Service Provider was acting rationally in seeking to maximise profits,
ComReg assumes that it would likely increase its termination rates for all calls terminating with it,
irrespective of the identity of the calling party’s Service Provider i.e. the termination rate increase would
be passed on to all originating Service Providers.

238 ComReg data indicate that, in Q4 2016, 37% of fixed voice subscriptions across business and
residential customers were for standalone fixed voice, with the remaining 63% of subscriptions forming
part of a bundle with other services, such as TV, broadband or mobile.

239 For example, pursuant to website checks in September 2017, Eircom’s base rates for Out-of-package
local & national daytime calls are 9c per minute compared to 29c for out-of-package calls to mobile
networks (except for calls to Eir Mobile). See
https://www.eir.ie/opencms/export/sites/default/.content/pdf/pricing/Part2.1.pdf. Similarly, Virgin Media
charges 4.5c¢ for local and national calls and 26c for calls to mobile networks for calls from fixed lines.
(See https://www.virginmedia.ie/pdf/standard call rates may 2016.pdf)
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4.124 Inthis regard, the 2016 Market Research suggests that most RFVC subscribers
prefer to make fixed-to-fixed and mobile-to-mobile calls as indicated in Figure
49 below. For example, over 70% of residential respondents use their RFVC to
make calls to local/national fixed line phones compared to less than 20% for
calls to mobile phones.2% Observed fixed voice traffic patterns2z+ indicate that
RFVC subscribers predominantly use their fixed line phones for calls to other
fixed line phones rather than for calls to mobile phones.

Figure 49: Residential RFVC subscribers’ preferences - device use by call type

Access Mode Used for Range of Call Types

(Base: All confirming they have fixed line - 625)

Q. Thinking about the categories of calls you make from your home, please select what you would primarily use for each of the
following types of calls. If there are several options which you would primarily use, please select multiple options

From

F Oth:
call Types Fixed Line From rom =

Phoneln Mohile From From From Fn:-.m App.Servl?e For Use Any Access Type
Viber Skype Whatsapp Facetime Voicef Video - No Preference
Your Phone
Calls
Home
Calls to local fixed line phones 79% 26%. 2% 1% 2% . 1% 3%
Calls to national fixed line phones  74% 27% 2% 1% 2% * 1% 5%
Calls to international numbers  51% 25% 10% 15% 11% 6% 2% 13%
Calls to directory enquires ~ 35% 19%. 2% B 4% B 1% 445
Calls to 1800 numbers  35% 18% 1% * 4% (] * 45%
Calls to (callsave) 1850 or (lo-call) 1830 numbers  35% 18% 1% * 4% * . 4%
Calls t i t by h titi
LS TR AU £ S rE 18% 2% . % 0 . 2%
lines, quiz shows, horoscope, etc.
Calls to mobile phones on a different netwur.kto your 19% 7o . 3% 7% 25 1% 5%
mobile phone
Calls to mobile phones on the same netwur.kas your 17% 26% 3% 1% ™ 2% 1% 20
mobile phone
Amongst the survey sample of fixed line owners, the most common calls =

made from a fixed line are to other fixed lines, both local (79%) and national
(74%). In terms of calls from mobile, in this survey, calls to other mobiles,
same network(86%) and different networks (79%) are made most often. @71)

Preliminary conclusion on making a fixed-to-mobile call instead of an off-
net fixed-to-fixed call

4.125 Having regard to the analysis set out above, ComReg considers that, in
response to an increase in FTRs, insufficient numbers of RFVC subscribers are
likely to switch to making a fixed-to-mobile call instead of an off-net fixed-to-
fixed call such that it would make the FTR increase unprofitable. ComReg is,
therefore, of the preliminary view that a fixed-to-mobile call is not likely to pose
an effective indirect competitive constraint on FTRs.

240 See slide 43 of the 2016 FVCT Market Consumer Research. Similar patterns are observed from SME
RFVC, per slide 32 of the 2016 FVCT Market SME Research.

241 See Figures 2.3.1, 2.3.2 and 2.3.3 in Q4 2016 QKDR.
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Make a mobile-to-mobile call instead of an off-net call from a fixed line

4.126 An increase in FTRs by a HM might be unprofitable if, in response, a sufficient
number of consumers substituted making an off-net fixed-to-fixed call or mobile-
to-fixed call with a mobile-to-mobile call. The motivation for this behaviour would
be to avoid the higher cost of mobile-to-fixed or off-net fixed-to-fixed calls and,
presumably, to take advantage of the lower cost of mobile-to-mobile calls.

4.127 The overview of RFVC and RMVC2« tariff plans indicates that unlimited or set
amounts of minutes for calls to any fixed or mobile network are typically
included within advertised RFVC/RMVC tariff plans. Furthermore, as noted
above, out-of-bundle minutes for fixed-to-fixed voice calls are frequently
cheaper than out-of-bundle minutes for mobile-to-mobile calls.#3 If this pricing
approach were to continue absent regulation, this would likely reduce a
consumer’s incentive for switching to a mobile-to-mobile call since the call costs
are the same (or higher in case of out-of-bundle calls). Furthermore, as noted
earlier, the limited cost and network awareness of end users would also
dampen the incentives for making mobile-to-mobile calls instead of either off-
net fixed-to-fixed or mobile-to-fixed calls.

242 See Annex 3.

243 For example, in July 2017, Eircom’s base rates for out-of-package local & national daytime calls were
9c per minute compared to Virgin Media’s rates of 25c¢ for out-of-package calls to mobile networks. See
https://www.eir.ie/opencms/export/sites/default/.content/pdf/pricing/Part2.1.pdf and
https://www.virginmedia.ie/pdf/Mobile/june/Mobile-Standard-Rates-Online-01062017.pdf. Similarly,
Vodafone charges 4.5c¢ for out of bundle local and national calls made from fixed line phones and 35c for
out of bundle mobile-to-mobile calls on prepay tariff plans. (See
https://www.vodafone.ie/home/broadband/charges and http://www.vodafone.ie/pay-as-you-go-

plans/charges/).

24 See paragraphs 4.34-4.60 Consumer/SME network awareness-and paragraphs 4.61-4.73 —
Consumer/SME awareness of retail voice call cost.
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4.128 While ComReg notes the observed trends in originated call traffic and, in
particular, declining fixed-to-fixed and increasing mobile-to-mobile traffic,2s it
should also be noted that, in some instances, the called party can only be
contacted on a fixed number. For example, where the called party is a business
or an administrative body, contacting the called party on their mobile phone may
not be a viable alternative to contacting the called party’s fixed number. In this
regard, ComReg notes that the 2016 NGN Numbering Researchs indicated
that 76% of SMEs using non-Geographic Numbers also provide Geographic
Numbers to access the same service compared to 33% who provide mobile
numbers, as shown in Figure 50 below.#” If a respondent had to use an
alternative contact method to its main non-Geographic Number, 44% said they
would use a Geographic Number, while only 11% said they would use a mobile
number.24

Figure 50: Incidence of businesses providing non-geographic and alternative
contact numbers to access the same service

Provision of alternative landline or mobile number

to access same service as the NGN
Base: All currently use NGNs (218)

Main NGN KWumbser of Employees
Total
- P Uiredker 10
1800 1830 1880 0E1E 0T amplopags 1199 100+
[ 218 &F 45 b 25~ 1=
b e ¥ e e L] L
¥es - landline
= migrificankhy
bower wa kotal
= mgnificantly
u] higher vs total
o I
Mo

Almost 4 in 5 organisations provide a landline number a 1 yrovide a mobile number to
acoass the same sarvice as
M “Cavaian sl besd
> o Thirking of the services provided on your main NGN, do you al=o provide a lsndline or mobie romber
Covfidanial . for customers to access these servics? 41

245 See Figure 3 above.

246 ComReg commissioned a Consumer and Business non-Geographic Number Survey (the ‘NGN
Numbering Organisation Research’) in 2016.

247 See slide 42 of 2016 NGN Numbering Organisation Research.
248 See slide 44 of 2016 NGN Numbering Organisation Research.
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4.129 Furthermore, in areas of poor mobile phone coverage, contacting a called party
via mobile might be a less viable alternative. In this regard, ComReg notes that
23% of responding residential RFVC subscribers and 36% of responding SME
RFVC subscribers indicated that poor mobile coverage in their premises was a
likely reason for keeping an RFVC subscription.®

4.130 As part of the 2016 Market Research, residential and SME RFVC subscribers
were asked whether, in response to a 1 cent increase in the cost of calling a
subscriber of another FSP, they would consider making more calls from their
mobile phones. Of the 30% of residential standalone RFVC subscribers that
were likely to change their behaviour and make fewer calls/cancel their RFVC
subscription, eleven respondents?° indicated that making more calls from their
mobile phones was one of the actions likely to be considered.

4.131 Similarly, of the 25% of RFVC subscribers on bundled price plans that were
likely to change their behaviourz: and cancel their bundle of services, five noted
that they would make more calls on their mobile.2s2

4.132 SME RFVC subscribers (outside of a bundle) also indicated a low incidence of
switching as a result of a 1 cent per minute price increase on off-net fixed-to-
fixed calls. 69% of SMEs said they would do nothing and 18% said they would
definitely change their behaviour.s:

4.133 Similarly outside of a bundle, if the cost of a phone call from a fixed line to a
mobile phone increased by 1 cent per minute 19%2+ of businesses surveyed
said they would definitely change their behaviour if the price of fixed-to-mobile
calls increased by 1 cent per minute.

249 Glide 80 of the 2016 Consumer FVCT Market Research and slide 70 of the 2016 FVCT Market SME
Research.

250 2016 Consumer FVCT Market Research, slide 89 and Annex 1 of this Consultation. Note, when
percentages are represented as a percentage of all surveyed residential standalone RFVC subscribers
it equates to 8%. It should be noted that responses related to all calls made from mobile (including mobile-
to-fixed calls) and thus, stated responses, may somewhat overestimate the substitution level between
fixed-to-fixed and mobile-to-mobile calls.

251 n=121.

252 Note, when percentages are represented as a percentage of all surveyed residential bundled RFVC
subscribers, it equates to approximately 1%. It should be noted that responses related to all calls made
from mobile (including mobile-to-fixed calls) and thus, stated responses may somewhat overestimate the
substitution level between fixed-to-fixed and mobile-to-mobile calls.

253 2016 SME FVCT Market Research, slides 78-82.
254 2016 SME FVCT Market Research, slides 83-88.
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4.134

4.135

Similar questions were asked of SMEs with services in a bundle, “If the cost of
a phone call from your fixed line to other fixed lines on a different
network/different landline provider to you increased by 1 cent per minute?” 17%
of business surveyed with a bundle said they would change behaviour if the
price of fixed-to-fixed calls increased by 1 cent per minute and 71%?2* said they
would not change their behaviour.

Preliminary conclusion on making a mobile-to-mobile call instead of an
off-net call from a fixed line

Having regard to the above analysis, ComReg considers that, in response to
an increase in FTRs, insufficient numbers of consumers are likely to switch to
making a mobile-to-mobile call instead of an off-net fixed-to-fixed call or mobile-
to-fixed call such that it would make the FTR increase unprofitable. ComReg is,
therefore, of the preliminary view that mobile-to-mobile calls are unlikely to pose
an effective indirect competitive constraint on FTRs.

Make an on-net fixed-to-fixed call instead of making an off-net call from a

fixed line

4.136

4.137

An increase in FTRs by a HM might be unprofitable if, in response, a sufficient
number of consumers switched to making an on-net fixed-to-fixed call instead
of an off-net fixed-to-fixed call or mobile-to-fixed call. The motivation for this
behaviour might be to avoid the higher cost of calling the fixed line phone from
a mobile/off-net fixed line phone and, presumably, to take advantage of the
lower cost of an on-net fixed-to-fixed call.2s¢

In order for on-net fixed-to-fixed calls to be a viable substitute, it would be
necessary for either the calling party or the called party to have multiple RFVC
subscriptions, one of which must be with the same FSP for both parties. Given
the costs involved in maintaining two or more RFVC subscriptions, ComReg
considers that this is unlikely to be a viable alternative for residential RFVC
subscribers.z?

2552016 SME FVCT Market Research, slides 89-94

2% On-net fixed-to-fixed calls do not involve an explicit termination payment as the calling party’s FSP is
the same as that of the called party.

257 SME RFVC subscribers are more likely to purchase multiple fixed line phone connections to deal with
high call volumes, fulfil different requirements (e.g. separate connection for alarm) and provide fixed line
phone connections to multiple premises rather than for the purpose of making more on-net fixed-to-fixed
calls. See slide 14 and 15 of the 2016 FVCT Market SME Research.
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4.138

4.139

4.140

Alternatively, subscribers could switch RFVC provider to be on the same
network as their call recipients — thereby allowing the calling party to avail of
cheaper on-net call charges.s¢ ComReg recognises that this may be a viable
option for some subscribers, in particular, those that are price sensitive and
make a sufficiently large number of calls to subscribers of the same FSP
(although there may be switching costs, such as those involved in breaking a
minimum term contract). For example, in the case of personal users making
frequent calls to the same friends/family circles or, in the case of SMEs,
employee to employee calls. Such customer switching in response to increases
in FTRs would impact the calling party’s Service Provider as well as the
terminating FSP.

As discussed in the analysis of RFVC pricing structures, FSPs generally do not
differentiate charges for out-of-bundle on-net and off-net calls to fixed line
phones, with many RFVC tariff plans offering specific or unlimited amounts of
free minutes to any RFVC.2¢ If the pricing approach for these calls continued
absent regulation, this would likely reduce a consumer’s incentive for switching
to an on-net fixed-to-fixed call since the costs are the same regardless of the
identity of the called party’s FSP. Furthermore, as noted earlier, the limited cost
and network awareness of end users would also dampen incentives for
switching FSP providers.

As part of the 2016 Market Research, residential and SME RFVC subscribers
were asked whether, in response to a 1 cent increase in the cost of calling a
subscriber of another FSP, they would consider cancelling their current RFVC
subscription. Of the 30% of 132 residential standalone RFVC subscribers that
were likely to change their behaviour,20 29% (11 respondents) indicated that
they would cancel their subscription.2t Similarly, of the 25% of 485 bundled
RFVC subscribers that were likely to change their behaviour 21% of these (24
respondents) indicated that they would cancel their bundle of services.z2:

258 |In case of consumers purchasing RMVC services only, such consumers would have to purchase
RFVC from the called party’s FSP in order to make on-net fixed-to-fixed calls.

259 As described above at paragraphs 4.23 to 4.27.

260 30% (n=39) of surveyed residential standalone RFVC subscribers.

261 2016 Consumer FVCT Market Research, slide 89 and Annex 1 of this Consultation. Note, when
percentages are represented as a percentage of all surveyed residential standalone RFVC subscribers
it equates to 8%.

262 2016 Consumer FVCT Market Research, slide 101 and Annex 1 of this Consultation. Note, when
percentages are represented as a percentage of all surveyed residential bundled RFVC subscribers it
equates to 5%.
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4141

4.142

4.143

SME RFVC subscribers also indicated a low incidence of cancelling their
subscription in response to a 1 cent increase in the price of calling a subscriber
of another FSP.z3 Of the 31% of 201 SME standalone RFVC subscribers that
were likely to change their behaviour, 15% (9 respondents) indicated that they
would cancel their subscription.

Similarly, of the 29% of 243 bundled SME RFVC subscribers that were likely to
change their behaviour, 12%?2+ (8 respondents) indicated that they would cancel
their bundle of services.

Preliminary conclusion on on-net fixed-to-fixed calls instead of making an
off-net call from a fixed line

Having regard to the analysis set out above, ComReg considers that insufficient
numbers of consumers are likely to switch to making an on-net fixed-to-fixed
call instead of an off-net fixed-to-fixed or mobile-to-fixed call, in response to an
increase in FTRs, such that it would make the FTR increase unprofitable.
ComReg is, therefore, of the preliminary view that an on-net fixed-to-fixed call
is not likely to pose an effective indirect competitive constraint on FTRs.

Make an unmanaged VolIP call instead of making an off-net call from a

fixed line

4.144

4.145

A HM might be constrained in setting its FTR above the competitive level if, in
response to the FTR increase being passed through to the retail price, a
sufficient number of consumers were to switch to making an unmanaged VolP-
to-VolP call instead of a traditional call to a RFVC subscriber such that it would
make the FTR increase unprofitable. The rationale for doing so would be to
avoid the retail costs associated with making an off-net fixed-to-fixed or mobile-
to-fixed call by bypassing the FTR charged for supplying FVCT services.

Calls via unmanaged VolP services are typically free when calling other
unmanaged VolIP users, but incur a cost when calling a retail telephony service
subscriber (both RFVC and RMVC subscribers).2s Unmanaged VoIP services
are frequently used by end users via devices connected to the Internet (such
as PCs, laptops, smartphones, tablets etc.) in order to communicate with other
users on these devices.

263 2016 SME FVCT Market Research, slides 79 and 80.
264 2016 SME FVCT Market Research, slide 90.

For  example, see Skype call rates  at https://secure.skype.com/en/calling-

rates?wt.mc_id=revamp&expo365=empty.
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4.146 For an unmanaged VolP-to-VolIP call to act as a potential effective substitute
for a traditional call to a Geographic Number, both the calling and the called
party would need to have a data/broadband subscription,2¢ a device connected
to the Internet and the same unmanaged VoIP Service Provider.2” While
unmanaged VolP-to-VolIP calls are typically free and do not incur an FTR, both
the calling and called party may incur costs associated with data usage. Hence,
unlike the CPP principle, the called party may face some costs (particularly
when RMVC/broadband plans include limited amounts of inclusive free data).
This could impact their behaviour when receiving unmanaged VolIP calls, for
instance, if a call is transmitted over a mobile network, rather than over WiFi.

4.147 In this regard, ComReg notes that, according to Eurostat, 70% of individuals
access? the Internet every day or almost every day in the State as at 2016,2°
thus indicating that, for 30% of end users, the receipt of an unmanaged VoIP
call is not likely to be a viable solution.

4.148 In addition, it is questionable whether the quality of an unmanaged VolP call
would be sufficiently similar to a traditional voice call such that consumers would
use them interchangeably.2 Quality of service issues may arise when using
VoIP services on an unmanaged data network as bit rate error and latency
issues can degrade call quality on VoIP services. Were this to occur often, in
ComReg’s preliminary view such functional differences between unmanaged
VoIP and traditional voice call would likely undermine consumer usage of
unmanaged VolIP calls as a substitute for traditional calling methods.

266 |t is possible to make a call originating on VolP technology directly to a fixed number without the called
party having a data/broadband subscription; however, this would not bypass the terminating network’s
FTR. The use of such VolP calls is not, therefore, likely to place a sufficient constraint on the FTR price-
setting behaviour of a HM.

267 Currently, it is not possible to make calls between users of different unmanaged VolP OTT
applications.

268 Defined as accessing Internet every day or almost every day on average within the last three months
before the survey.

269 See
http://ec.europa.eu/eurostat/tgm/table.do?tab=table&init=1&language=en&pcode=tin00092&plugin=1.

270 The International Telecommunications Union (ITU) has, in Recommendation P.862.1, set out methods
for objective and subjective assessment of voice call quality:
https://www.itu.int/rec/dologin_pub.asp?lang=e&id=T-REC-P.862.1-200311-1!!PDF-E&type=items
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4.149

4.150

4.151

As part of the 2016 Market Research, residential and SME retail end users were
asked whether they use OTT applications for voice or video calls. 39% of
residential respondents2* and 80% of SME respondents noted that they do not
use unmanaged VolP services for making/receiving calls.z2The most frequently
cited reasons for not doing so by residential respondents were preferences for
making calls from mobile or fixed line phones.z2 The relatively low level of usage
of unmanaged VolIP services implies that it is unlikely to be perceived as an
effective substitute by calling parties for a sufficient volume of calls, such that it
would make an FTR increase unprofitable.

In this regard, residential and SME RFVC subscribers were asked whether, in
response to a 1 cent increase in the cost of calling a subscriber of another FSP,
they would consider making more voice or video calls using OTT applications
instead. Of the 30% of 132 residential standalone RFVC subscribers that were
likely to change their behaviour, 5 respondentsz indicated that making more
voice/video calls via OTT applications was one of the actions likely to be
considered. Similarly, of bundled RFVC subscribers that were likely to change
their behaviour and cancel or downgrade their bundle of services, 11
respondents indicated that making more voice/video calls via OTT applications
was one of the actions likely to be considered.z’

SME RFVC subscribers also indicated a low incidence of switching to making
more voice/video calls via OTT applications in response to a 1 cent increase in
the price of calling a subscriber of another FSP.26 Of the 31% of 201 SME
standalone RFVC subscribers that were likely to change their behaviour, 6
respondents indicated that they would make unmanaged VolP-to-VolP calls
instead. Similarly, of the 29% of 243 bundled SME RFVC subscribers that were
likely to change their behaviour, 12 respondents indicated that they would make
unmanaged VolP-to-VolIP calls instead.

271 2016 Consumer FVCT Market Research, slide 32.
272 2016 SME FVCT Market Research, slide 34.

273 59% and 32% of residential respondents not using OTT applications respectively selected these
reasons as likely reasons for not communicating via OTT applications. See slide 36 of the 2016 FVCT
Market Consumer Research.

214 2016 Consumer FVCT Market Research, slide 91 and Annex 1 of this Consultation. Note, when
percentages are represented as a percentage of all surveyed residential standalone RFVC subscribers
it equates to 4%.

275 2016 FVCT Consumer Market Research, slide 103 and Annex 1 of this Consultation. Note, when
percentages are represented as a percentage of all surveyed residential bundled RFVC subscribers, it
equates to 2.2%.

276 2016 SME FVCT Market Research, slides 80 and 81.
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4.152

Preliminary conclusion on making an unmanaged VolP call instead of an
off-net call from a fixed line

The 2016 Market Research asked respondents whether, in the context of a
SSNIP, they would switch to making an unmanaged VolP-to-VolIP call. Having
regard to the analysis set out above, ComReg considers that, in response to an
increase in FTRs, insufficient numbers of consumers are likely to switch to
making an unmanaged VolP-to-VolP call instead of an off-net fixed-to-fixed call,
such that it would make the FTR increase unprofitable. ComReg is, therefore,
of the preliminary view that an unmanaged VolP-to-VolP call is not likely to pose
an effective indirect competitive constraint on FTRs.

Send an off-net SMS or instant message using an OTT application instead

of making an off-net call from a fixed line

4.153

4.154

4.155

4.156

A HM might be constrained in setting its FTR above the competitive level if, in
response to the FTR increase being passed through to the retail price, a
sufficient number of consumers were to switch to sending an SMS27 or instant
message using an OTT application, instead of making a call to a RFVC
subscriber. The rationale for doing so would be to avoid the retail cost
associated with making an off-net fixed-to-fixed call or mobile-to-fixed call.

ComReg’s preliminary view is that there are sufficient functional differences
between making an off-net fixed-to-fixed or mobile-to-fixed call and sending an
off-net SMS or instant message using an OTT application.

There is typically a restriction on how much detail a person can communicate
in a SMS as a maximum of 160 characters can be sent in an individual SMS.
This means that a consumer may not be able to transfer in one message all of
the information that could be imparted through a call. However, this could be
overcome by sending multiple SMS messages - although a charge could
potentially be incurred for each SMS.2

Moreover, SMS messages are sent on a ‘store and forward’ basis meaning that
there may be a delay in the recipient receiving a text (i.e. it is not a real-time
communication). In contrast, a voice conversation is immediate and occurs at
the point in time when the call recipient answers the incoming call. These
functional differences suggest that an SMS is not likely to be considered by a
sufficient number of people to be a close substitute to an off-net call to a fixed
line phone (although it is recognised by ComReg that some people may
consider them to be, particularly for short calls or where real-time
communication is not important).

277 The level of fixed line originated SMS is virtually non-existent and this is not likely to change within the
short to medium term. Therefore, ComReg does not consider fixed SMS in this analysis, given that its
impact is likely to be extremely low.

278 The analysis of retail pricing structures for RMVC in paragraphs 4.28 to 4.33 indicates that the majority
of RMVC tariffs offer unlimited or a set amount of free text messages.
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4.157

4.158

4.159

The observed change in SMS volumes also indicates that this form of
communication is in decline, with the number of sent SMS decreasing by 15.7%
in the period Q4 2015 to Q4 2016.2° SMS volumes have declined by 55% since
the 2012 FVCT Consultation. In contrast, fixed-to-fixed call volumes over the
same period have fallen by 27%, while mobile-to-fixed call volumes have
increased by 23% over the same time period.

Conversely, sending instant messages using OTT applications is becoming
more popular with 58% of residential consumers indicating that they use this
form of communication every day or every couple of days.z°Instant messages
typically have a much higher character limit than text messages. However, the
conditions required for making instant messages are similar to the conditions
for making unmanaged VolIP to VolIP calls. For example, in order for the calling
and called (or sending and receiving) parties to communicate via instant
messaging, both parties would require a device connected to the Internet (e.g.
smartphone or tablet), a data allowance on a purchased RMVC tariff plan or
broadband subscription and the same OTT application for sending and
receiving instant messages. Moreover, instant messages are similar to SMS in
that there may be a delay in the recipient response to a received instant
message i.e. it is not a real-time form of communication.zs:

As part of the 2016 Market Research, residential and SME RFVC subscribers
were asked whether, in response to a 1 cent increase in the cost of calling a
subscriber of another FSP, they would consider sending an SMS or OTT instant
message instead. Of the 30% of 132 residential standalone RFVC subscribers
that were likely to change their behaviour and make fewer calls/cancel their
RFVC subscription, 25% (7 respondents) indicated that sending more SMS
messages was one of the actions likely to be considered.zs2 Similarly, of the
25% of 485 bundled RFVC subscribers that were likely to change their
behaviour and cancel their bundle of services, 9% (11 respondents) indicated
that they would send more texts instead.:

279 See Q4 2016 QKDR.

280 2016 Consumer FVCT Market Research, slide 34. The 2015 ICT Consumer survey indicated (at Slide
59) that 55% of consumer respondents used instant messaging.

281 This might occur when the recipient is not online when the originating party sends an instant message.

282 2016 Consumer FVCT Market Research, slide 91 and Annex 1 of this Consultation. Note, when
percentages are represented as a percentage of all surveyed residential standalone RFVC subscribers
it equates to 5%.

283 2016 Consumer FVCT Market Research, slide 104 and Annex 1 of this Consultation. Note, when
percentages are represented as a percentage of all surveyed residential bundled RFVC subscribers, it
equates to 0.6% and 0.2% respectively.
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4.160 SME RFVC subscribers also indicated a low incidence of sending text
messages in response to a 1 cent increase in the price of calling a subscriber
of another FSP.284 Of the 31% of 201 SME standalone RFVC subscribers that
were likely to change their behaviour, 9 respondents indicated that they would
send more text messages instead. Similarly, of the 29% of 243 bundled SME
RFVC subscribers that were likely to change their behaviour, 16 respondents
indicated that they would send more text messages instead.

Preliminary conclusion on sending an off-net SMS or instant message
using an OTT application instead of making an off-net call from a fixed
line

4.161 Having regard to the analysis set out above, ComReg considers that, in
response to an increase in FTRs, insufficient numbers of consumers are likely
to switch to sending an SMS or instant message using OTT applications2
instead of a call to a fixed-line phone such that it would make the FTR increase
unprofitable. ComReg is, therefore, of the preliminary view that an SMS/Instant
Message via OTT applications is not likely to pose an effective indirect
competitive constraint on FTRs.

Send an email instead of making an off-net call from a fixed line

4.162 A HM might be constrained in setting its FTR above the competitive level if, in
response to the FTR increase being passed through to the retail price, a
sufficient number of consumers were to switch to sending an email instead of
making an off-net call to a RFVC subscriber. The rationale for sending an email
would be to avoid the retail cost associated with making an off-net fixed-to-fixed
call or mobile-to-fixed call.

4.163 Email has similar functional characteristics to a text message in that it is not a
real-time application. There are, however, some differences. First, for a called
party to receive an email it would need to have access to a PC, laptop,
smartphone or tablet to communicate with other users. Second, there is no limit
on the number of characters that can be sent in an email.

284 2016 SME FVCT Market Research, slides 80 and 81.

285 ComReg considers that, similar to an instant message, use of social media is unlikely to make an FTR
increase unprofitable.
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4.164 As part of the 2016 Market Research, residential and SME RFVC subscribers
were asked whether, in response to a 1 cent increase in the cost of calling a
subscriber of another FSP, they would consider sending an email/using the
Internet for social media instead. Of the 30% of 132 residential standalone
RFVC subscribers that were likely to change their behaviourzs and make fewer
calls/cancel RFVC subscription, five respondents indicated that sending an
email/using the Internet for social media or instant messaging was one of the
actions likely to be considered.27

4.165 SME RFVC subscribers also indicated a low incidence of switching to sending
emails or using the Internet in response to a 1 cent increase in the price of
calling a subscriber of another FSP.2¢¢ Of the 31% of 201 SME standalone
RFVC subscribers that were likely to change their behaviour, 13 respondents
indicated that they would send emails or use the Internet instead. Similarly, of
the 29% of 243 bundled SME RFVC subscribers that were likely to change their
behaviour, 17 respondents indicated that they would send emails or use the
Internet instead.

4.166 While some consumers may consider email®® to be a potential substitute to
calling a fixed line phone, particularly for short calls or where immediacy of
contact is not a priority, ComReg’s preliminary view is that this is not likely to be
the case for a sufficient number of consumers. Limited consumer cost and
network awareness is also likely to impact the degree to which consumers
would be incentivised to use email as a potential substitute for a call to a fixed
line phone.

Preliminary conclusion on sending an email instead of making an off-net
call from a fixed line

4.167 Having regard to the analysis set out above, ComReg considers that, in
response to an increase in FTRs, an insufficient numbers of end users are likely
to switch to sending an email instead of an off-net call to a fixed line phone,
such that it would make the FTR increase unprofitable. ComReg is, therefore,
of the preliminary view that email is not likely to pose an effective indirect
competitive constraint on FTRs.

286 30% (n=39) of surveyed residential standalone RFVC subscribers.

287 2016 Consumer FVCT Market Research, slide 91 of Annex 1 of this Consultation. Note, when
percentages are represented as a percentage of all surveyed residential standalone RFVC subscribers
it equates to 4%.

288 2016 SME FVCT Market Research, slides 80 and 81.

289 Similarly, an email could be sent from a laptop/PC or other device. However, ComReg considers that
such forms of communication also lack the immediacy of contact that is facilitated by a call.
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Shorten calls or request a call back instead of making an off-net call from

afixed line

4.168

4.169

4.170

4171

A HM might be constrained in setting its FTR above the competitive level if, in
response to the FTR increase being passed through to the retail price, a
sufficient number of consumers made shorter calls or requested a call back (say
by leaving a voicemail). The intention in using either of these alternatives would
be to reduce the length of communication and, consequently, lower costs.

An individual could keep calls deliberately short resulting in a lower overall retalil
charge for the call, given the reduced call duration. A person could also phone
directly through to a called party’s voice mailbox with the express intention of
shortening the call and having the voicemail recipient call them back.

ComReg notes that the practices of shortening a call or leaving a voicemail still
involve the payment of a FTR by the originating Service Provider to the
call/voicemail recipient’'s FSP, although termination revenues would be lower,
having regard to the duration of a call. The question is whether, in response to
the pass-through of an FTR increase into off-net fixed voice call charges, a
sufficient number of callers would engage in this practice such that it would
make the FTR increase unprofitable (when also considered in light of the extra
FTR revenue accruing from those callers whose calling patterns remained
unchanged).

In order for a call back to be successful, (either in response to a voicemail or
through a specific service offered by Service Providers), the calling party and
the called party must agree that a return-call will be made. The success of call
back requires that the call recipient is willing to become the caller and pay the
cost of making the call, including the termination charges. The CPP principle
means that the called party pays no contribution towards the cost of the call.
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4172

4.173

4.174

4.175

The 2016 Market Research did not ask residential and SME RFVC subscribers
whether, in response to a 1 cent increase in the cost of calling a subscriber of
another FSP, they would consider reducing the length of the call/make fewer
calls. It did ask, however, whether subscribers would make less calls on their
landline, or send more emails and call-me texts. Of the 30% of 132 residential
standalone RFVC subscribers that were likely to change their behaviour,2° five
respondents indicated that making fewer calls from fixed line phones was one
of the actions likely to be considered, while another two indicated that they
would send more emails or call-me texts.2et Similarly, of the 25% of 485 bundled
RFVC subscribers that were likely to change their behaviour and
cancel/downgrade their bundle of services, 11 respondents indicated that they
would keep their bundle, but reduce their out of bundle spending on calls.

SME RFVC subscribers also reported a low incidence of reducing the number
of calls from their fixed line phone in response to a 1 cent price increase for
calling a subscriber of another FSP.2%2

Cost/network awareness issues discussed in paragraphs 4.34 to 4.73 above,
are also likely to impact the degree to which consumers would shorten the
length of calls or request a call back.

Preliminary conclusion on shortening calls or requesting call back
instead of making an off-net call from a fixed line

Having regard to the analysis set out above, ComReg considers that, in
response to an increase in FTRs, insufficient numbers of consumers are likely
to shorten call lengths and/or request a call back such that it would make the
FTR increase unprofitable. ComReg is, therefore, of the preliminary view that
shortening call lengths and/or requesting call backs are not likely to pose an
effective indirect competitive constraint on FTRs.

Delay making the off-net fixed line call to atime of day/week when the cost

IS cheaper

4.176

A HM might be constrained in setting its FTR above the competitive level if, in
response to the FTR increase being passed through to the retail price, a
sufficient number of consumers were to switch to making calls at a time of day
when the cost of a call may be cheaper.

290 30% (n=39) of surveyed residential standalone RFVC subscribers.

291 2016 Consumer FVCT Market Research, slide 89 and Annex 1 of this Consultation. Note, when
percentages are represented as a percentage of all surveyed residential standalone RFVC subscribers
it equates to 14%. It should be noted, however, that is not possible to quantify the extent to which
respondents would reduce the number of calls they make.

292 2016 SME FVCT Market Research, slide 70.
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4177

4.178

Delaying making an off-net call to a RFVC subscriber to a time of day when it
is cheaper may be a viable alternative for some consumers, particularly where
immediacy of contact is not a priority. As noted in the discussion of retail pricing
structures above, in some entry-level RFVC tariff plans inclusive minutes apply
only for calls made during off-peak times. However, these packages tend to
offer unlimited or large amounts of inclusive local/national call minutes to fixed
numbers. Thus, while calling parties might defer some of their voice calls to
cheaper times of the day/week, the availability of unlimited or large amounts of
inclusive minutes for such periods could result in a reduction in, rather than an
elimination of, FVCT revenue,>*:as at the wholesale level an off-peak/weekend
FTR is still levied by various operators, including Eircom, as set out in the RIO
and STRPL.2+ Limited consumer cost and network awareness, as discussed
above, is also likely to impact the degree to which consumers would be
incentivised to delay making a call to an RFVC subscriber.

Preliminary conclusion on delaying making the off-net fixed line call to a
time of day/week when the cost is cheaper

Having regard to the analysis set out above, ComReg considers that, in
response to an increase in FTRs, insufficient numbers of consumers are likely
to switch to making a mobile-to-fixed or an off-net fixed-to-fixed call at a time
when call costs are lower such that it would make an FTR increase unprofitable.
ComReg is therefore of the preliminary view that delaying calls is not, therefore,
likely to pose an effective competitive constraint on FTRs.

Preliminary conclusion on fixed retail demand-side substitution

4.179

Having regard to the factors likely to impact retail consumer behaviour on the
Relevant FVCT Markets, ComReg has considered in paragraphs 4.121 to
4.178 whether the following are likely to be effective retail demand-side
substitutes for an off-net fixed-to-fixed call or a mobile-to-fixed call and while
they would prove on effective indirect constraint, and whether they would act
as an effective indirect constraint on a SSNIP by a HM:

e Making a fixed-to-mobile call instead;
e Making a mobile-to-mobile call instead;
e Making an on-net fixed-to-fixed call instead;

e Making an unmanaged VolP-to-VolP call instead;

293 The reduction in FVCT revenue for the call would be calculated having regard to the difference
between the peak FTR and off-peak/weekend FTR multiplied by the call duration.

2% The RIO is the Reference Interconnect Offer, which sets out the interconnection services which an
FSP or MSP offers to other Service Providers wishing to interconnect with it, and the prices which it
charges for these services. The STRPL (Switched Transit Routing and Price List) is a document
published by openeir, Eircom’s wholesale business. According to page 7 thereof, it “contains details of
the services terminating on the networks of Authorised Operators who have requested openeir to open
number ranges that have been granted to them by the National regulator in the Numbering Plan.”
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4.180

4.181

4.182

Sending an off-net SMS or Instant Message using OTT application;
e Sending an email;
e Shortening calls or requesting a call back; and

e Delaying a call to a time of day when the cost of making calls to fixed line
phones is lower.

ComReg considers that substitution to the alternative forms of communication

listed above, either individually or collectively, is unlikely to pose a sufficiently

effective competitive indirect constraint on the FTR setting behaviour of a HM

supplier of FVCT.

Having regard to the information available, it is also ComReg'’s preliminary view
that this position is not likely to change sufficiently in the immediate to medium
term, such that it would give rise to a different view over the lifetime of this
market review (typically a three-year time horizon).

RMVC Demand-Side Substitution

The starting point of an RMVC demand-side substitution analysis for an off-net
call to a subscriber of a particular Service Provider is to examine whether, in
response to a SSNIP of MTRs, instead of making such a call consumers are
likely to consider the following as effective substitute forms of communication:

e Make a mobile-to-fixed instead of an off-net mobile-to-mobile call this is
discussed in paragraphs 4.183 to 4.191;

¢ Make a fixed-to-fixed call instead of an off-net mobile call this is discussed in
paragraphs 4.192 to 4.196;

e Make an on-net mobile-to-mobile call instead of an off-net mobile call is

discussed in paragraphs 4.197 to 4.207

e Make an unmanaged VolIP call instead of an off-net mobile call is discussed

in paragraphs 4.208 to 4.220;

e Send an off-net SMS or instant message using an OTT application instead

of making an off-net mobile call is discussed in paragraphs 4.221 to 4.226;

e Send an email instead of making an off-net mobile call is discussed in

paragraphs 4.227 to 4.231;

e Shorten calls or request a call back instead of making an off-net mobile call

is discussed in paragraphs 4.232 to 4.238;

¢ Delay making the off-net mobile call to a time of day/week when the cost is

cheaper is discussed in paragraphs 4.239 to 4.242;

142



Market Review FVCT & MVCT ComReg 17/90

Make a mobile-to-fixed instead of an off-net mobile-to-mobile call

4.183

4.184

4.185

4.186

4.187

An increase in MTRs by a HM might be unprofitable if, in response, a sufficient
number of consumers switched to making a mobile-to-fixed instead of an off-
net mobile-to-mobile call. The motivation for this behaviour would be to avoid
the higher cost of the off-net mobile call and, presumably, to take advantage of
the lower cost of a mobile call to a fixed line.

RMVC tariff plans are such that the costs of making an off-net call to a mobile
and landline are largely the same across both prepay and billpay price plans.
In addition, billpay customers’ basic tariffs (and prepay customers to a lesser
extent) include varying amounts of bundled minutes which can be used for calls
to subscribers of any Service Provider. If this off-network pricing approach were
to persist absent regulation, this would likely reduce a consumer’s incentive to
switch to a mobile-to-fixed call since the costs are the same irrespective of the
identity of the called party’s Service Provider (see Annex 3 — Price Plans below).

ComReg also considers that an insufficient number of RMVC subscribers are
likely to consider a mobile-to-fixed call as a viable alternative to an off-net
mobile-to-mobile call. This, in ComReg’s view, is because the characteristics of
RFTS and RMTS are different for the reasons set out below.

Fixed line phones are typically associated with static locations such as
households and businesses, whereas mobile phones are associated with
individuals who may be on the move.2s This means that RMVC subscribers are
contactable and can make and receive calls, irrespective of location. Thus, it is
more likely that an individual can have immediate contact with a called party
when contacting them on their mobile, than is the case for calls to fixed lines.

Given that RMVC subscribers are, in ComReg’s view, likely to consider
immediacy of contact to be a priority when making a call,2¢ this suggests that,
in the case of mobile-to-fixed calls, there is a sufficient possibility that contact
would not be made at all or in a timely fashion, for example, because the called
individual is not present at the fixed line location.2?

295 Converged services allow customers that wish to be contactable on a Geographic Number, also to be
able to receive calls to that Geographic Number on their mobile phone if the call is not answered via

landline.

296 Given that other forms of communications such as a text message (SMS or instant message using
OTT application) and/or email typically involve a less immediate response.

297 |n this regard, ComReg notes that only 17% of consumer respondents indicated that they avail of
converged services. See slide 46 of the 2016 FVCT Market Consumer Research.
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4.188 Landline ownership also impacts the degree to which RMVC subscribers can
substitute off-net mobile-to-mobile calls with mobile-to-fixed calls. As noted in
paragraph 3.26 above, the number of fixed voice subscriptions has been
decreasing in recent quarters. The 2016 Market Research indicated that 54%2e¢
of residential consumers2* and 89%:3» of SME consumers with mobile phones
indicated that they had a fixed line at their premises. This suggests that, even
if RMVC subscribers were to make a mobile-to-fixed call instead of an off-net
mobile-to-mobile call, it is only likely to be potentially viable for a subset of called
parties (assuming that the called party immediately answers the call).

4.189 Observed mobile voice traffic patterns indicate that the majority of calls made
by RMVC subscribers are (on- and off-net) mobile-to-mobile calls. In Q4 2016
33% of all originated calls were off-net mobile-to-mobile calls compared to
11.6% for mobile-to-fixed calls. The annual decline in mobile-to-fixed traffic (-
3%) contrasts with the annual growth in off-net mobile-to-mobile traffic (+6%),
suggesting limited substitutability between these two types of calls.2

4.190 Furthermore, ComReg notes that, as part of the 2016 Market Research,
residential consumer and SME consumer respondents were asked whether a
1 cent and (in the case of consumer respondents only) separately a 3 cent
increase in the price of an off-net mobile-to-mobile call would affect their
behaviour when making such calls. In response, consumer and SME
respondents that would change their behaviour at 1 cent (16% and 16%
respectively) were most likely to reduce either the number or length of off-net
mobile-to-mobile calls. Similar reactions were observed in the case of consumer
respondents only if the price were to increase by 3 cent.

Preliminary conclusion on making a mobile-to-fixed instead of an off-net
mobile-to-mobile call

4.191 Having regard to the analysis set out above, ComReg considers that, in
response to an increase in MTRs, insufficient numbers of RMVC subscribers
are likely to switch to making a mobile-to-fixed call instead of an off-net mobile-
to-mobile call such that it would make the MTR increase unprofitable. ComReg
is, therefore, of the preliminary view that a mobile-to-fixed call is not likely to
pose an effective indirect competitive constraint on MTRs.

298 2016 Consumer MVCT Market Research, Slide 60
299 Among respondents aged 34 and under, the level of landline ownership is even lower, at 39%.
300 2016 SME MVCT Market Research, Slide 80

301 2016 Consumer MVCT Market Research, slide 60 and slide 80 of the 2016 MVCT SME Market
Research.

302 See Figures 4.3.3.2 and 4.3.3.3 of the Q4 2016 QKDR.
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Make a fixed-to-fixed call instead of an off-net mobile call

4.192 An increase in MTRs by a HM might be unprofitable if, in response, a sufficient
number of consumers substituted making an off-net mobile-to-mobile call with
a fixed-to-fixed call instead. The motivation for this behaviour would be to avoid
the higher cost of the off-net mobile call and, presumably, to take advantage of
the lower cost of a fixed-to-fixed call.

4.193 In this regard, it should be noted that only 54% of consumers: indicated that
they have purchased both RFVC and RMVC, thus preventing RMVC
subscribers who do not also have an RFVC subscription from substituting to a
fixed-to-fixed call.

4.194 Observed mobile voice traffic patterns=+ indicate that fixed-to-fixed traffic has
been gradually declining since the previous market review with a 14.9% decline
in the period Q4 2015 to Q4 2016, and an overall 46% decline since the last
market review. As noted in paragraph 4.189, over the same period off-net
mobile-to-mobile traffic increased by 6%, thus suggesting limited substitutability
between these types of calls from an RMVC subscriber perspective.

4.195 However, RMVC subscribers who also have a RFVC subscription and are price
sensitive, particularly where their RFVC tariff includes unlimited free minutes
for fixed-to-fixed calls, may utilise this option when the called party is at a fixed
location. A further motivation for the RMVC subscriber making a fixed-to-fixed
call could be to avoid using any limited number of inclusive free minutes
available in their RMVC tariff - thereby keeping such minutes for mobile-to-
mobile calls.

Preliminary conclusion on making a fixed-to-fixed call instead of an off-
net mobile call

4.196 Having regard to the analysis set out above, ComReg considers that, in
response to an increase in MTRs, insufficient numbers of consumers are likely
to switch to making a fixed-to-fixed call instead of an off-net mobile-to-mobile
call such that it would make the MTR increase unprofitable. ComReg is,
therefore, of the preliminary view that a fixed-to-fixed call is not likely to pose
an effective indirect competitive constraint on MTRs.

303 2016 Consumer MVCT Market Research, slide 60.
304 See paragraph 3.19 above.
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Make an on-net mobile-to-mobile call instead of an off-net mobile call

4.197 An increase in MTRs by a HM might be unprofitable if, in response, a sufficient
number of consumers switched to making an on-net mobile-to-mobile call
instead of an off-net call to a mobile number. The motivation for this behaviour
would be to avoid the higher cost of calling the mobile from a landline/off-net
mobile, and to take advantage of the lower cost of an on-net mobile call.=>

4.198 In order for on-net mobile calls to be a viable substitute it would be necessary
for either the calling party or the called party to have multiple RMVC
subscriptions, one of which must be with the same MSP for both parties. This
could take the form of either party having two mobile phones, each with their
own network specific SIM card, or else having one mobile phone, but multiple
SIM cards. In these scenarios, consumers would effectively turn the call into an
on-net call, either by switching phone or switching the SIM card.

4.199 MSPs typically do not differentiate their pricing for off-net calls, be it to either
mobiles or fixed lines.xs Similarly, the majority of billpay tariffs do not
differentiate charges for out of bundle on-net and off-net calls, with some billpay
tariffs offering specific or unlimited amounts of free minutes to any network. In
terms of prepay tariffs, although a distinction between on-net and off-net calls
is made in some of the advertised tariffs (with only on-net calls being included
as part of the free minute allowance), MSPs have been less likely to charge
their subscribers different prices for on-net and off-net calls in recent years.

4.200 Given the cost of maintaining multiple billpay subscriptions, ComReg considers
that this option is unlikely to be a viable alternative for a sufficient number of
consumers — particularly as mobile users are distributed across a range of
MSPs. Notwithstanding this, a secondary prepaid subscription (phone or SIM
card) could be an attractive option for some consumers.

4.201 ComReg also considers that the use of multiple SIM cards (with the same
mobile phone), while possible, is likely to be highly inconvenient for consumers,
given that it requires powering down the mobile handset to insert the
appropriate same-network SIM card, unless the consumer, foreseeing this
likelihood, purchases a handset which allows for two SIM cards to be inserted
simultaneously. It also would require the consumer, on a call by call basis, to
accurately identify the MSP of the party being called and potentially to have a
SIM card for every MSP — particularly given mobile users are distributed across
a range of MSPs. As noted in paragraph 4.60 above, both consumers and
SMEs tend to have low levels of awareness of the called party’s MSP identity.
These factors are likely to undermine the effective use of on-net substitution.

305 ComReg notes that on-net mobile-to-mobile calls do not involve an explicit termination payment as
the calling party’s MSP is the same as that of the called party.

306 See, for instance, http://www.three.ie/pdf/current-pricequide.pdf
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4.202 It is also worth noting that a billpay RMVC subscriber may face difficulties in
using a second SIM card on the same phone. It is particularly common for retalil
MSPs to ‘SIM Lock’ handsets (during minimum contract periods), thereby
blocking the use of other network SIM cards in such handsets.

4.203 Nevertheless, as part of the 2016 Market Research, ComReg asked residential
and SME consumers to indicate whether they have multiple mobile
subscriptions/SIM cards. Only 1% of responding residential consumers
indicated*’ they have more than one mobile phone number.zc¢ Similarly, 7% of
responding SMEs indicated*® that they use more than one MSP for all of the
mobile phone numbers provided by the SME to employees, with 16% of these
respondents expressing cost as the main reason for doing so.3

4.204 Alternatively, subscribers could switch their provider of RMVC in order to be on
the same network as those they are calling — thereby availing of cheaper on-
net call charges. ComReg recognises that this may be a viable option for some
subscribers, in particular those that are price sensitive and make a sufficiently
large number of calls to subscribers of the same MSP (although there may be
switching costs such as those involved in breaking a minimum term billpay
contract). Such customer switching in response to increases in MTRs would
impact the calling party’s Service Provider as well as the terminating MSP.

4.205 As part of the 2016 Market Research, residential and SME RMVC subscribers
were asked whether, in response to a 1 cent and 3 cent increase in the cost of
calling a subscriber of another MSP, they would consider switching their MSP
provider.:t In each scenario, of those consumer respondents that were likely to
change their behaviour,?2 4% in the case of a 1 cent increase (7 respondents)
and 3% in the case of 3 cent increase (11 respondents) of respondents
indicateds:s that using a different SIM card, which was the same as that of the
called party’s network was one of the actions likely to be considered.

307 2016 Consumer MVCT Market Research, slide 17.

308 Given a mobile number is tied to each subscription/SIM card consumers were asked whether they
had more than one phone number.

309 2016 SME MVCT Market Research, slide 23.
310 2016 SME MVCT Market Research, slide 26.

311 |t should be noted that these responses relate to a general switching of MSP provider and do not
necessarily indicate the likelihood of switching to the MSP of the called party.

312 Between 16% (n=166) and 37% (n=384) of all surveyed consumers.

813 See slides 108 and 109 of the 2016 MVCT Market Consumer Research and Annex 2 of this
Consultation. Note, when percentages are represented as a percentage of all surveyed consumers it
equates to between 2% and 10% of consumer respondents.
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4.206 Similarly, of those responding SMEs that were likely to change their behaviour
in response to a 1 cent increase in the cost of making an off-net mobile-to-
mobile calls,*+ 10% (8 respondents) indicateds that using a different SIM card,
which was the same as that of the called party’s network was one of the actions
likely to be considered.

Preliminary conclusion on making an on-net mobile-to-mobile call instead
of an off-net mobile call

4.207 Having regard to the analysis set out above, ComReg considers that insufficient
numbers of consumers are likely to switch to making an on-net mobile-to-mobile
call in response to an increase in MTRs, such that it would make the MTR
increase unprofitable. ComReg is, therefore, of the preliminary view that an on-
net mobile-to-mobile call is not likely to pose an effective indirect competitive
constraint on MTRs.

Make an unmanaged VolP call instead of an off-net mobile call

4.208 A HM might be constrained in setting its MTR above the competitive level if, in
response to the MTR increase being passed through to the retail price, a
sufficient number of consumers were to switch to making an unmanaged VolP-
to-VolP call to a mobile instead of a fixed or off-net call to a mobile. The rationale
for doing so would be to avoid the retail costs associated with making a mobile-
to-mobile or a fixed-to-mobile call by bypassing the MTR charged by the MSP
supplying MVCT services.

4.209 Calls via unmanaged VoIP services are typically free when calling other
unmanaged VolP users, but incur a cost when calling a RFVC or RMVC
subscriber.36 Unmanaged VolIP services are frequently used by end users via
devices connected to the Internet (such as PCs, laptops, smartphones, tablets
etc.) in order to communicate with other users on these devices.

314 16% (n=82) of all surveyed SMEs.
315 2016 SME MVCT Market Research, slide 116 and Annex 2 of this Consultation.

816 For example, see call rates advertised by Skype at https://secure.skype.com/en/calling-
rates?wt.mc_id=revamp&expo365=empty.
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4.210 For an unmanaged VolP-to-VolP call to act as a potential alternative to a
traditional call to a fixed number, both the calling party and the called party
would need to have a data/broadband subscription,3” a device connected to the
Internet and the same unmanaged VolP Service Provider.3® While unmanaged
VolP-to-VolIP calls are typically free (and do not incur an MTR), both the calling
party and called party may incur costs associated with data usage. Hence,
unlike the CPP principle, the called party may face some costs (particularly
when RFVC/broadband plans include limited amounts of inclusive free data)
and this could impact their behaviour when receiving unmanaged VolIP calls,
for instance, if a call is transmitted over 4G, rather than over WiFi.

4.211 Both parties, apart from having a data subscription, would also need to have a
VolIP Service Provider in order to avoid a wholesale voice termination rate. This
implies that the called party and calling party would need to have a smartphone
or other device capable of operating on a data network and supporting the VolP
client. In this regard, ComReg notes that 74% of consumers®® indicated that
they own a smartphone while 82%:3» of SME respondents indicated that at least
some of their employees are supplied with a smartphone. While the prevalence
of smartphone ownership has increased since the last market review,:
nevertheless, users will likely remain who do not have a smartphone over the
period of this market review. The receipt of a VolP call on a mobile phone is not
feasible for this subset of RMVC subscribers, which currently numbers at 26%
of consumer users and 18% of SME users, and which will likely decline over
the lifetime of the market review.

4.212 As set out at paragraph 4.147, according to Eurostat, 70% of individuals access
the Internet every day or almost every day32 of 2016, indicating that for 30%
of end users the receipt of an unmanaged VolIP call is less likely to be a viable
solution, given either their lack of access to the internet, or their habitual
unwillingness to use the internet, where access is available.

317 |t is possible to make a call originating on VolP technology directly to a fixed number without the called
party having a data/broadband subscription; however, this would not bypass the terminating network’s
termination charge. The use of such VolP calls is not, therefore, likely to place a sufficient constraint on
the FTR price-setting behaviour of a HM.

818 |t is not currently possible to make calls between different OTT applications (e.g. Skype and Facetime).
819 2016 Consumer MVCT Market Research, slide 24.
820 2016 SME MVCT Market Research, slide 8.

821 See paragraph 4.164 of the 2012 MVCT Consultation where it was noted that almost 50% of RMVC
subscribers had a smartphone.

322 Defined as accessing the Internet every, or almost every, day on average within the last three months.

323 See
http://ec.europa.eu/eurostat/tgm/table.do?tab=table&init=1&language=en&pcode=tin00092&plugin=1.
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4.213 In addition, it is questionable whether the quality of a VolP call would be
sufficiently similar to a traditional voice call such that consumers would use
them interchangeably. Quality of service issues may arise when using VolP
services on an unmanaged data network as bit rate error and latency issues
can degrade call quality on VoIP services. Were this to occur often, in
ComReg’s preliminary view such functional differences between unmanaged
VoIP and traditional voice call would likely undermine consumer usage of
unmanaged VoIP calls as a substitute for traditional calling methods.

4.214 As part of the 2016 Market Research, residential and SME retail consumers
were asked whether they use VolP services, and how often they use these
services. 33% of consumer respondents with smartphones noted that they have
never used OTT services for receiving calls®» and the remainder
making/receiving VoIP calls with varying frequencies. Overall, 40% of
consumer respondents noted that they make/receive VolP calls every day or
every couple of days. This compares to 92% of consumer respondents using
traditional mobile-to-mobile calls every day or every couple of days as illustrated
by Figure 51. Amongst SME respondents, 49% noted that they have never
made/received VolIP calls.3

4.215 An unmanaged VolP call essentially involves the use of a data/broadband
network to make a call on an OTT platform (examples include Skype, Viber,
WhatsApp etc.), potentially allowing a caller to bypass the terminating MSP,
thereby avoiding the retail costs (and the termination charge) of making a
traditional circuit-switched call.

324 2016 Consumer MVCT Market Research, slides 15 and 25.
3252016 SME MVCT Market Research, slide 31.
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Figure 51: Use of services on mobile phone cited by consumer respondents
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Standard mobile voice calls have the highest incidence of daily use (71%)
amongst those surveyed, while 63% say they use text messaging daily.

Furthermore, observed mobile voice traffic patterns indicate that mobile traffic
(including off-net mobile-to-mobile traffic) has gradually increased since the
previous market review by 14.7% — although this increase has been levelling
off, with just a 0.1% increase in the period Q4 2015 to Q4 2016. Therefore, in
ComReg’s preliminary view, unmanaged VolP-to-VolP calls have thus far had
a limited impact on the volumes of RMVCs.

Unmanaged VolP-to-VolP calls appear to have had little impact on the MTRs
charged by FSPs. While MTRs have reduced over time, data suggest that the
driver of this reduction has been regulation, rather the competitive constraint
posed by unmanaged VolIP. In particular, MSP changes to MTRs tend to follow
the levels and implementation dates set out in ComReg decisions (most
recently, the 2016 MTR Decision), whereby all 2012 SMP MSPs reduce their
MTRs on the same day, and at the maximum permissible level. ComReg has
not, at this preliminary stage, uncovered evidence that MSPs have reduced
their MTRs due to the competitive constraint presented by unmanaged VolP-
to-VolP calls.
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4.218 As part of the 2016 Market Research, residential consumers were asked
whether, in response to a 1 cent and 3 cent increase respectively in the cost of
calling a subscriber of another MSP, they would consider making a VoIP or
video call instead. In each scenario, of those consumer respondents that were
likely to change their behaviour,**¢ 13% (21 respondents) and 12% (46
respondents) of respondents respectively indicated:?” that making a VoIP or a
video call was one of the actions likely to be considered.

4.219 Similarly, of the 16% (n=82) of SME respondents that were likely to change their
behaviour, 44% (36 respondents) of such respondents indicateds= that
encouraging use of VoIP or video calls was one of the actions very likely to be
considered.

Preliminary conclusion on making an unmanaged VolP call instead of an
off-net mobile call

4.220 Having regard to the analysis set out above, ComReg considers that, in
response to an increase in MTRs, insufficient numbers of consumers are likely
to switch to making an unmanaged VolP-to-VolIP call to a mobile such that it
would make the MTR increase unprofitable. ComReg is, therefore, of the
preliminary view that an unmanaged VolP-to-VolP call (using a mobile
device)*» is not, therefore, likely to pose an effective indirect competitive
constraint on MTRs.

Send an off-net SMS or instant message using an OTT application instead
of making an off-net mobile call

4.221 A HM might be constrained in setting its MTR above the competitive level if, in
response to the MTR increase being passed through to the retail price, a
sufficient number of consumers were to switch to sending an SMS or instant
message using an OTT application instead of making an off-net mobile call.3:
The rationale for doing so would be to avoid the retail cost associated with
making an off-net mobile-to-mobile call.

4.222 ComReg’s preliminary view is that there are sufficient functional differences
between making an off-net mobile or fixed-to-mobile call and sending an off-net
SMS or instant message using an OTT application, as described in detail at
paragraphs 4.155 to 4.158 above.

326 Between 16% (n=166) and 37% (n=384) of all surveyed consumers.

827 2016 Consumer MVCT Market Research, slides 108 and 110 and Annex 2 of this Consultation. Note,
when percentages are represented as a percentage of all surveyed consumers it equates to between 2%
and 4% of consumer respondents.

328 2016 SME MVCT Market Research, slide 116 and Annex 2 of this Consultation.
829 ComReg notes that these calls can be made on laptops and other such devices with internet capability.

330 The level of fixed line originated SMS is virtually non-existent and this is unlikely to change in the short
to medium term. ComReg does not accordingly consider fixed SMS in this analysis.
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4.223

4.224

4.225

4.226

It should be noted that the MSP terminating the mobile voice call will also be
the same MSP that would terminate an SMS. Given that SMS termination is not
currently subject to regulation, terminating MSPs are entirely free to determine
their SMS termination rates and these theoretically could be set at a rate above
actual cost such that any competitive impact on voice calls (i.e. via termination
rates) is minimised.:st As set out above, the volume of SMS traffic has
decreased by 15.7% in the period Q4 2015 to Q4 2016.33

As part of the 2016 Market Research, residential and SME RMVC subscribers
were asked whether, in response to a 1 cent and a 3 cent increase respectively
in the cost of calling a subscriber of another MSP, they would consider sending
an SMS or instant message instead. In each scenario, of those residential
consumers that were likely to change their behaviour,* 22% (36 respondents)
and 26% (100 respondents) of respondents indicateds* respectively that
sending an SMS was one of the actions likely to be considered. Sending an
instant message on an OTT application was considered by between 13% (21
respondents) and 20% (77 respondents) of respondents respectively.

Similarly, of the 16% of SME respondents that were likely to change their
behaviour 63% (n=51) of such respondents indicatedss that encouraging
employees to send an SMS was one of the actions very likely to be considered.

Preliminary conclusion on sending an off-net SMS or instant message
using an OTT application instead of making an off-net mobile call

Having regard to the analysis set out above, ComReg considers that, in
response to an increase in MTRs, insufficient numbers of consumers are likely
to switch to sending an off-net SMS or instant message using an OTT
applicationss such that it would make an MTR increase unprofitable. ComReg
is, therefore, of the preliminary view that an SMS/Instant Message via OTT is
not likely to pose an effective indirect competitive constraint on MTRs.

331 SMS termination rates, at 3.174 cent, are currently set by all MSPs at a level significantly above the
regulated MTRs.

832 ComReg notes that such reductions do not appear to have had any material impact on wholesale
SMS termination rates.

333 Between 16% (n=166) and 37% (n=384) of all surveyed consumers.

834 2016 Consumer MVCT Market Research, slides 108 and 110 and Annex 2 of this Consultation. Note,
when percentages are represented as a percentage of all surveyed consumers it equates to between 4%
and 10% of consumer respondents.

3352016 SME MVCT Market Research, slide 116 and Annex 2 of this Consultation.

33 ComReg considers that similar to an instant message, use of social media is unlikely to make an MTR
increase unprofitable. Use of social media is also examined in the 2016 Market Research.
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Send an email instead of making an off-net mobile call

4.227 A HM might be constrained in setting its MTR above the competitive level if, in
response to the MTR increase being passed through to the retail price, a
sufficient number of consumers were to switch to sending an email instead of
making an off-net mobile call to a RMVC subscriber. The rationale for doing so
would be to avoid the retail cost associated with making an off-net mobile-to-
mobile or a fixed-to-mobile call.

4.228 Email has similar functional characteristics to a text message in that it is not a
real-time application. There are, however, a number of differences. First, for a
called party to receive an email on their mobile phone they would need to have
both a smart phone and a data plan. Secondly, there is no limit on the number
of characters that can be sent in an email.

4.229 As part of the 2016 Market Research, respondents were asked whether they
use email on their mobile phone and if so, how often.=*” Amongst consumer
respondents 18% indicated that they never use email with 54% indicating that
they use this form of communication on their mobile phone either every day or
every couple of days.

4.230 While some consumers may find email to be a close substitute to making a
call to a mobile phone, particularly for short calls or where immediacy of contact
IS not a priority, ComReg’s preliminary view is that it is not likely to be the case
for a sufficient number of consumers to switch in response to a SSNIP to render
it unprofitable. Limited consumer cost and network awareness is also likely to
impact the degree to which consumers would be incentivised to utilise an email
as a substitute for a call to a mobile.

337 Slide 15 of the 2016 Consumer MVCT Market Research and slide 95 of the 2016 MVCT Market SME
Research.

338 Similarly, an email could be sent from a laptop/PC or other device. However, ComReg considers that
such forms of communication also lack the immediacy of contact that is facilitated by a call.
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4231

Preliminary conclusion on sending an email instead of making an off-net
mobile call

The 2016 Market Research did not specifically ask respondents whether, in the
context of a SSNIP, they would switch to sending an email. However, 500 SME
respondents were asked how they would respond if mobile operators ceased
offering preferential rates between company mobiles. 24%, or 120, indicated
that they would make greater use of email to communicate between employees.
Having regard to the analysis set out above, ComReg considers that, in
response to an increase in MTRs, insufficient numbers of consumers are likely
to switch to sending an email instead of a call to a mobile phone, such that it
would make the MTR increase unprofitable. ComReg is, therefore, of the
preliminary view that email is not likely to pose an effective indirect competitive
constraint on MTRs.

Shorten calls or request a call back instead of making an off-net mobile

call
4.232

4.233

4.234

A HM might be constrained in setting its MTR above the competitive level if, in
response to the MTR increase being passed through to the retail price, a
sufficient number of consumers were to make shorter calls or request a call
back (say by leaving a voicemail, sending a text message or sending an instant
message via an OTT application). The intention in using either of these
alternatives would be to reduce the length of communication and, consequently,
lower costs, as described in detail at paragraphs 4.168 to 4.171 above.

The success of call back requires that the call recipient is willing to become the
caller and pay the cost of making the call, including the termination charges.
The CPP principle means that the called party pays no contribution towards the
cost of the call. Nevertheless, some consumers, as an alternative to calling a
mobile may opt to send a ‘call-me’ text message, with a view to getting the
called party to phone them back. Alternatively, the called party might not answer
the call, but text or call back the calling party instead.

As part of the 2016 Market Research, residential RMVC subscribers were
asked whether, in response to a 1 cent and a 3 cent increase in the cost of
calling a subscriber of another MSP, they would consider reducing the length
of the call. In each scenario, of those residential respondents that were likely to
change their behaviour,3¢ 37% (61 respondents) and 37% (142 respondents)
respectively of such respondents indicated3« that reducing the length of made
calls was one of the likely actions to be considered.

339 Between 16% (n=166) and 37% (n=384) of all surveyed consumers.

340 2016 Consumer MVCT Market Research, slides 108 and 110 and Annex 2 of this Consultation. Note,
when percentages are represented as a percentage of all surveyed consumers it equates to between 6%
and 14% of consumer respondents.
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4.235 Residential RMVC subscribers were also asked whether, in response to a 1
cent and a 3 cent increase in the cost of calling a subscriber of another MSP,
they would consider requesting a callback by means of text message. In each
scenario, of those residential respondents that were likely to change their
behaviour,32 7% (12 respondents) and 7% (27 respondents) respectively of
such respondents indicated* that requesting a callback by means of text
message was one of the actions likely to be considered.

4.236 Similarly, of those SME respondents that were likely to change their
behaviour,3# 67% (55 respondents) of such respondents indicateds that
encouraging employees to reduce the length of calls they make was one of the
actions very likely to be considered.

4.237 The cost and network awareness issues discussed above are also likely to
impact the degree to which consumers would shorten the length of calls or
request a call back.

Preliminary conclusion on shortening calls or requesting a call back
instead of making an off-net mobile call

4.238 Having regard to the analysis set out above, ComReg considers that, in
response to an increase in MTRs, insufficient numbers of consumers are likely
to shorten call lengths and/or request a call back such that it would make an
MTR increase unprofitable. ComReg is, therefore, of the preliminary view that
shortening call lengths and/or requesting call backs are not likely to pose an
effective indirect competitive constraint on MTRs.

Delay making the off-net mobile call to a time of day/week when the cost
Is cheaper

4.239 A HM might be constrained in setting its MTR above the competitive level if, in
response to the MTR increase being passed through to the retail price, a
sufficient number of consumers were to switch to making calls at a time of day
when the cost of a call may be cheaper.

4.240 Delaying the making of an off-net call to a RMVC subscriber to a time of day
when it is cheaper may be a viable alternative for some consumers, particularly
where immediacy of contact is not a priority.

341 Between 16% (n=166) and 37% (n=384) of all surveyed consumers.

3422016 Consumer MVCT Market Research, slides 108 and 110 and Annex 2 of this Consultation. Note,
when percentages are represented as a percentage of all surveyed consumers it equates to between 6%
and 14% of consumer respondents.

343 16% (n=82) of all surveyed SMEs.

844 2016 SME MVCT Market Research, slide 116 and Annex 2 of this Consultation. When percentages
are represented as a percentage of all surveyed consumers it equates to 11% of SME respondents.
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4.241 However, the majority of retail mobile price plans do not differentiate their call
charges by time of day, i.e. a flat rate charge applies throughout the day.
Therefore, it may not be possible to make a call at a cheaper ‘off-peak’ time.
Even if such an option were available and utilised, it would result in a reduction
in, rather than an elimination of, MTR revenue,** as at the wholesale level an
off-peak/weekend MTR would still be levied.3

Preliminary conclusion on delaying making the off-net mobile call to a
time of day/week when the cost is cheaper

4.242 The 2016 Market Research asked respondents whether, in the context of a
SSNIP, they would delay making the call until a time when call charges are
cheaper (i.e. switch from peak to off-peak calling). Of a total of 1,038 consumer
respondents, 16%, or 166 indicated that they would change their behaviour in
response to a 1 cent SSNIP, while 37% or 384 indicated that they would change
their behaviour in response to a 3 cent SSNIP. Of these, 15%, or 24
respondents, and 12%, or 46 respondents indicated that they would delay
making a call until a time when call costs were lower. Having regard to the
analysis set out above, ComReg considers that, in response to an increase in
MTRs, insufficient numbers of consumers are likely to switch to making a fixed-
to-mobile or an off-net call to a mobile at a time when call costs are lower, such
that it would make an MTR increase unprofitable. ComReg is therefore of the
preliminary view that delaying calls is not likely to pose an effective competitive
constraint on MTRs.

Preliminary conclusion on mobile retail demand-side substitution

4.243 Having regard to the factors likely to impact retail consumer behaviour on the
Relevant MVCT Markets, ComReg has considered in paragraphs 4.183 to
4.242 whether the following are likely to be effective retail demand-side
substitutes for a fixed-to-mobile or an off-net mobile-to-mobile call to a
subscriber on a mobile network:

e Making a mobile-to-fixed call;

e Making a fixed-to-fixed call;

e Making an on-net mobile-to-mobile call;

e Making an unmanaged VolP call;

¢ Sending an off-net SMS or Instant Message using an OTT application;
e Sending an email;

e Shortening calls or requesting a call back; and

345 The reduction in MVCT revenue for the call would be calculated having regard to the difference
between the peak MTR and off-peak/weekend MTR multiplied by the call duration.

346 Based on responses received to ComReg’s Statutory Information Request, MTRs are not currently
differentiated by time of day of day of the week.
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e Delaying a call to a time of day when the cost of making calls to mobiles is
lower.

4.244 ComReg has reached the preliminary view that substitution to the alternative
forms of communication listed above, either individually or collectively, is
unlikely to pose an effective competitive constraint on MTRs.

4.245 Having regard to the information available, it is also ComReg’s preliminary view
that this position is not likely to change sufficiently in the immediate to medium
term, such that it would give rise to a different view over the lifetime of this
market review (typically a three year time horizon).

Retail Supply-Side Substitution

4.246 ComReg now moves to consider the instance of retail supply-side substitution.
A HM might be constrained in setting its termination rate above the competitive
level if, in response to the termination rate increase, a Service Provider that
does not currently offer off-net retail calls to fixed line or mobile phones switched
to doing so (for instance, as a new entrant or by switching existing production)
and started supplying retail calls to off-net fixed line or mobile phones. Such
supply-side substitution3+” would only pose an effective indirect constraint were
it to make the HM’s termination rate increase (above the competitive level)
unprofitable.

4.247 In order to do this, the Service Provider would have to have the ability to provide
a voice call service to a number which was not reliant on the provision of WVCT
by the called party’s Service Provider (and to do so in a timely manner, without
incurring significant costs). Currently, it is the terminating Service Provider
which controls the final routing and termination of calls to RFVC or RMVC
subscribers’ numbers and, as a consequence, retail supply-side substitution is
neither technically nor contractually feasible.s

Preliminary conclusion on retail supply-side substitution

4.248 ComReg’s preliminary view is that retail supply-side substitution is not likely to
pose an effective constraint on the termination rate-setting behaviour of a HM
supplier of WVCT services. However, ComReg returns to this issue in the
context of its discussion of supply-side substitution at the wholesale level, set
out at paragraphs 5.113 to 5.133 below.

847 As noted in paragraph 5.116, in order for supply-side substitution to effectively constrain a termination
rate price above the competitive level, its effects would need to be likely to be equivalent to those of
demand substitution in terms of effectiveness and immediacy.

348 The special case of OTT bypass is discussed in the context of wholesale supply-side substitution at
paragraphs 5.225 to 5.230 below.
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Overall Preliminary Conclusions on the RFVC
and RMVC Assessment

4.249 Having regard to the analysis set out above, it is ComReg’s preliminary view
that there are unlikely to be effective retail demand-side or retail supply-side
substitutes which would, within the timeframe of this market review, indirectly
constrain a SSNIP in FTRs or MTRs by a Service Provider supplying FVCT or

MVCT.

Q. 2.

Do you agree with ComReg’s preliminary conclusions on the
retail product and geographic market assessment to the
extent that it informs the analysis of the Relevant FVCT
Markets? Please explain the reasons for your answer, clearly
indicating the relevant paragraph numbers to which your
comments refer, along with all relevant factual or other
evidence supporting your views.

Do you agree with ComReg’s preliminary conclusions on the
retail product and geographic market assessment to the
extent that it informs the analysis of the Relevant MVCT
Markets? Please explain the reasons for your answer, clearly
indicating the relevant paragraph numbers to which your
comments refer, along with all relevant factual or other
evidence supporting your views.
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5 Wholesale Relevant FVCT and MVCT
Markets Definitions

Introduction

5.1 In this Section, ComReg sets out its preliminary views in respect of the
appropriate Relevant Termination Market definitions from both a product market
and a geographic market perspective. In order to assist readers, ComReg first
defines the relevant FVCT product and geographic markets, and then moves to
define the relevant MVCT product and geographic markets. In order to avoid
unnecessary duplication, text in the MVCT market analysis will, where
appropriate, refer back to any relevant explanatory text in the FVCT analysis.

5.2  Before considering the detailed definition of the Relevant Termination Markets,
ComReg addresses some preliminary issues which could have a bearing on its
approach to market definition, in particular, the starting candidate product
market against which a substitutability analysis is carried out. While some of
these issues may appear rudimentary in nature, they are discussed for
completeness, given their potential to impact on the definition of the Relevant
Termination Markets.

5.3 As set out in paragraph 1.22 above, ComReg makes use of the Modified
Greenfield Approach in carrying out its assessment.

Defining the Relevant FVCT Market(s)

5.4  The European Commission has established that the wholesale FVCT market is
susceptible to ex ante regulation, defining a market for:

“Call termination on individual public telephone networks provided at
a fixed location.”

55 As is clear from the 2014 Recommendation, the European regulatory
framework aims at identifying potential bottlenecks that may lead to competition
problems in one or more related markets. FVCT services form part of a set of
complementary wholesale inputs (collectively referred to as ‘interconnection
services’), also including wholesale fixed voice call origination (‘FVCO’) and
wholesale fixed call transit (‘Transit’) services, used to support end-to-end
provision of retail voice calls to end users at a fixed location.z+

349 |n addition to the SMP designations for FVCT rendered in the 2007 market review, ComReg
designated Eircom with SMP in the markets for Fixed Voice Call Origination (‘FVCQO’) and Transit services
in 2007. In 2015, ComReg concluded that Eircom continues to hold SMP on the FVCO market, and that
regulation of the Transit Market is no longer warranted (See 2015 Wholesale Fixed Voice Call Origination
and Transit Markets Response to Consultation and Decision (Decision D05/15), (the ‘2015 FACO and
Transit Decision’)). Eircom is currently required by regulation to provide access to FVCO.
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A technical and functional description of FVCT

5.6 FVCT represents the final step in the active process involved in switching and
routing a voice call to a device connected to an assigned Geographic Number
(or a Geographic Number whose Rights of Use have been transferred).s° In the
2007 FVCT Consultation, the Relevant FVCT Markets were defined to include
the following services:ss:

“Termination services provide primary switching/routing functionality
at the terminating end of a call. The primary switching/routing stage is
the final point in the network where call routing is done on a call-by-
call basis. It incorporates carriage from the end of the previous stage
in the call routing (either CO or Transit), through the primary
switching/routing stage (including, where appropriate, traffic
concentration and/or non-call-by-call routing subsequent to the
primary switching/routing stage), to the end user’s local loop, including
the subscriber’s line card or equivalent, in its entirety.”

5.7 A number of FSPs in the State operate different interconnected networks and
have been assigned specific Geographic Number ranges by ComReg, which
can then be effectively allocated to RFVC subscribers. In some cases, retalil
subscribers make telephone calls to numbers that are connected to the same
network as themselves. These are called ‘on-net’ calls. The completion of on-
net calls involves the ‘self-supply’ of FVCT by the originating FSP.

5.8 In other cases, calls are made to numbers that are assigned to subscribers
connected to other networks. These are called ‘off-net’ calls. In order to
complete an off-net call on behalf of one of its subscribers, the originating FSP
must deliver this call to the network associated with the called party’s
Geographic Number (or, where there is no direct interconnection between the
two Service Providers, via a Transit Service Provider for onward delivery of the
call to the Geographic Number of the terminating FSP).

5.9 Most FSPs operate networks with a flat structure. However, larger FSPs can
operate hierarchical networks. Calls can be terminated, for example, on
Eircom’s network at any of three levels:

850 Numbers for use at a fixed location (Geographic Numbers) are broadly defined in the 2015
Numbering Conditions of Use (ComReg Document 15/136), as may be amended from time to time. The
current definition of a Geographic Number in the Numbering Conditions of Use is a number from the
National Numbering Scheme where part of its digit structure contains geographic significance used for
routing calls to the physical location of the network termination point (‘NTP’).The current definition of a
non-Geographic Number in the Numbering Conditions of Use is a number from the National Numbering
Scheme that is not a Geographic Number in that its geographic NTP is not identifiable from its digit
structure.

851 See ComReg Document 07/03, Market Analysis - Interconnection Markets Wholesale Call Termination
Services, Consultation, 19 January 2007, p. 11 (‘the 2007 FVCT Consultation’). The 2007 FVCT
Decision, which substantially relied on the 2007 FVCT Consultation, did not define the characteristics of
the Relevant FVCT Markets.
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(a) primary exchange level (typically the local exchange to which the calling
party’s telephone line is connected);

(b) tandem/secondary exchange level (a regional exchange higher up in the
network which would be connected to a number of primary exchanges);
or

(c) double-tandem/tertiary exchange level (national telephone exchange at
the highest level in the network which would be connected to a number of
primary exchanges).

5.10 The 2007 FVCT Consultation market definition refers to the primary switching
level (or equivalent) as the suitable point of hand-over and implicitly reflected
the boundary between the FVCT and Transit markets.2 The primary switching
level is effectively the last point in the network at which calls can be handed
over by another Service Provider. In the case of a PSTN network, the service
involves the switching of the call at the primary exchange through to the line
card at the end user side of the exchange (or concentrator unit).

5.11 Since the 2012 FVCT Consultation, the transit market has been deregulated by
means of the 2015 FACO and Transit Decision. Accordingly, no FSP now faces
regulatory obligations in respect of the provision of Transit services to other
Service Providers. Although Service Providers may bundle the provision of both
(deregulated) Transit services and (regulated) FVCT services, this Consultation
focusses solely on FVCT.

5.12 Retail FSPs have varying degrees of network coverage and different network
architectures. Some FSPs are interconnected to many other Service Providers
and most Service Providers’ (in particular, Eircom’s) primary, tandem, and
double-tandem exchanges, while others may have only a single interconnect at
an Eircom double-tandem exchange. This variation in network coverage and
level of reliance on specific Service Providers results in demand for different
combinations of interconnection services. For this reason, Service Providers
offers various bundles and permutations containing FVCT services that cater
for the varying needs of access seekers, in particular, by bundling various levels
of Transit with FVCT and, in some cases, FVCO.

5.13 The provision of pure FVCT services with no Transit component occurs at the
primary exchange level. Beyond this exchange level, various degrees of Transit
provision are offered by Service Providers, depending on the points on the
network at which the Service Providers interconnect. In this regard, FVCT is
consistent in that it is always provided at the primary exchange level (or
equivalent), but the Transit element of interconnection may vary, as it can be
offered along various stages of the network architecture.

352 See ComReg Document 07/03, Market Analysis - Interconnection Markets Wholesale Call Termination
Services, Consultation, 19 January 2007, p. 11 (the ‘2007 FVCT Consultation’).

162



Market Review FVCT & MVCT ComReg 17/90

5.14

5.15

5.16

5.17

5.18

The purchase of ‘Pure’ FVCT (i.e. with no Transit component) involves a
Service Provider handing over call traffic for call termination at the local
exchange (or equivalent) and therefore is priced lower than double-tandem
FVCT (which has a Transit component).

A retail FSP’s choice of interconnection service depends on the depth at which
it is interconnected with other Service Providers. On the one hand,
interconnecting with other Service Providers extensively (i.e. at the primary
exchange level) can involve upfront capital expenditure. On the other hand,
FSPs typically prefer to use their own infrastructure to carry calls as far as
possible, in order to reduce the ongoing bills that they receive from other FSPs
for FVCO, Transit and FVCT. A deeply interconnected Service Provider
(interconnected at all levels of another Service Provider’s network) would hand
over calls for termination at the local exchange (or equivalent) connected to the
called party’s premises, where possible. An FSP with only a single interconnect
will rely on a third-party Transit provider to route their call over a larger part of
the network between their point-of-presence and the called party’s primary
switch (or equivalent).

While larger FSPs such as Eircom are likely to be able to offer both standalone
FVCT and bundled FVCT and Transit products, smaller FSPs usually have a
flat network structure and offer fewer interconnect points for FVCT purchasing
purposes. FSPs typically charge a uniform price for call termination provided at
any point of interconnection. FVCT provided by other FSPs may differ from a
technological and geographic standpoint from the service provided by Eircom.
This is because different networks deploy alternative technologies to perform
the function of switching calls, and have different geographic footprints.

In particular, FSPs may have a flatter network hierarchy relative to larger FSPs
such as Eircom, and may only have one or two switching points in their
networks connecting their end users. These switching points are also the only
points that another Service Provider can interconnect to in order to handover
calls, either directly or via Transit to purchase FVCT. However, the FVCT
service provided by other FSPs is functionally the same, in that the service
enables the access seeker to deliver a call to a Geographic Number connected
to the FSP’s network.

On a forward-looking basis, the provision of wholesale and retail fixed voice
telephony services is likely to make greater use of IP telephony solutions.
Accordingly, the provision of FVCT is likely to involve the use of IP technologies
which do not make use of traditional circuit switched technology, as described
in greater detail in the following section.
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5.19

5.20

5.21

5.22

ComReg’s proposed FVCT service description

For the purposes of this review, ComReg considers that a technologically
neutral description is appropriate for FVCT. However, ComReg acknowledges
that it is useful to provide guidance as to the scope of the service as it applies
across relevant technologies.

In general, ComReg proposes that FVCT should include the switching and
conveyance of all signals (including relevant control signals) required to
terminate calls on an end user’'s NTP from the last point in the network where
interconnection can be technically and economically availed of by another
Service Provider. In practice, this point will differ depending on the structure
and facilities available on different networks. Determining the relevant scope of
the service involves taking account of the following considerations:

(a) The boundary between non-replicable network inputs and those network
inputs where actual replication and service provisioning over alternative
networks is feasible over the market review timeframe;

(b) The precise scope of the service — from the perspectives of both the
Service Provider seeking access to the network (for example, at what
location does the Service Provider typically require access from a
practical, technical and commercial perspective), and the Service Provider
offering access; and

(c) Need to take network architecture of different FVCT suppliers into account
and to ensure that the market definition is forward-looking, considering the
potential demand for IP interconnection over the period of this market
review.

In relation to the second consideration, ComReg has previously observed that
a significant proportion of calls terminated on Eircom’s PSTN network are
handed over at the last potential point of interconnection (i.e. the primary
exchange or equivalent).

For calls terminating on an IP network with a flatter network topology and fewer
switches, the closest hand-over point to the end user may be a central IP
interconnect or equivalent. In this case, ComReg considers it appropriate to
define the scope of the FVCT service from the last available point on the
network at which the call can be physically handed over by the originating
Service Provider, or its third-party Transit provider, to the FVCT supplier for
completion to the relevant called party. This implies that the appropriate
handover point for FVCT reflects the final point on the network at which the
originating Service Provider can interconnect with the terminating FSP, and
beyond which only the terminating FSP can complete the call to the called
party’s Geographic Number.
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5.23

5.24

ComReg therefore proposes to define one characteristic of FVCT such that it is
defined as being from the nearest point (to the end user) or equivalent level on
the terminating network at which calls can be handed over by a Service Provider
for termination (i.e. on a traditional PSTN network this would be at the primary
exchange, whereas on an IP network this may be at a different point) of the
Geographic Number for which the call is destined.

What is a Fixed Voice Call Termination (FVCT)
Supplier?

To identify an FVCT candidate product, it is necessary to consider what
constitutes an FVCT supplier.

(a) Firstly, given current practice, an FVCT supplier is an FSP that must be
capable of providing FVCT for the purpose of completing calls to
subscribers at fixed locations. Calls to users at a fixed location are
currently routed to Geographic Numbers with final routing/switching of the
call effectively based on individual subscribers’ Geographic Numbers. In
doing so, the terminating FSP will need to ascertain the location of the
fixed user through the digit structure of the Geographic Number (and
associated routing codes) and route the call to the end user terminal.
FSPs, in providing call termination, will therefore control access to called
parties, either through assignment of Geographic Numbers to them by
ComReg, or through the transfer from one FSP to another of the Rights of
Use to such a number. ComReg recognises that innovation may serve, in
the short to medium term, to weaken the connection between numbering
and call termination, as call transmission may take place by means of new
technologies. ComReg proposes that the assignment of Geographic
Numbers nevertheless remains a key feature of FVCT, given current
practice and technologies, but may, as market circumstances warrant,
and, should the need arise, revisit the issue in any future market review.

(b) Secondly, in order to provide call termination services an FVCT supplier
must be interconnected with at least one other network. Absent this, all
calls would effectively be on-net and no wholesale FVCT service would
be provided. Given that FVCT forms part of a suite of wholesale
interconnect services, it also follows that the supplier of FVCT should have
the ability to set/control the associated FTRs for the relevant service.
FSPs can be assigned to one of three categorisations, depending on the
extent of their reliance on third-party network access, as set out below:

() Independent FSPs provide voice call services to fixed subscribers
using their own network infrastructure, and are generally not reliant
on other operators. They generally have the ability to set the FTR for
terminating calls to their subscribers.
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5.25

5.26

(i) Partially-independent FSPs operate a physical telephone/data
switch and potentially other infrastructure, but also rely (to varying
degrees) on third-party network access. They may be defined as
FVCT suppliers for the purpose of this market review, depending on
their ability to set terms and conditions of access (including the FTR)
for terminating calls to their subscribers.

(i) ESPs with resale activities frequently do not use their own physical
network for provision of voice services to end users at a fixed location
(where own-network inputs are used they may be considered as
partially independent FSPs described above). Instead, they
purchase wholesale end-to-end voice call services from a third-party
Service Provider. As those FSPs involved in resale activities do not
generally control the level of the FTR in respect of such activities,
they are generally not considered FVCT suppliers for the purposes
of this review. FSPs providing FVCT services for calls incoming to
Geographic Numbers offered by such resellers are considered
relevant FVCT suppliers for the purposes of this market review.

(c) Thirdly, a technologically neutral approach to defining a FVCT supplier is
considered, which is elaborated further below.

ComReg'’s preliminary view is that the starting point for the FVCT product
market definition is such that FVCT has the following characteristics:

e it involves the provision of call completion services in respect of end users
who receive calls at a fixed location, which implies control of the
subscriber’s Geographic Number that has been assigned (or transferred)
to an individual FSP;

e the supplier of FVCT should have the ability to set/control the associated
charges (FTRs) for the relevant wholesale service;

e itinvolves interconnection between networks; and
e itis technologically neutral (elaborated further below).

There has been a notable increase (since the 2007 FVCT Decision and, to a
lesser extent, the 2012 FVCT Consultation) in the number of FSPs which are
currently considered to meet the above criteria for offering FVCT services (such
FSPs may be classified as Group A% (see Annex 5) for the purposes of this
Consultation). ComReg is of the preliminary view that the FVCT services
provided by these Group A FSPs fall for consideration within the Relevant FVCT
Market(s) as discussed further below. ComReg has also identified two further
groups of FSPs which are prospectively active in the supply of FVCT.

353 Eircom, BT Communications Ireland, Vodafone Ireland, Verizon Ireland, Virgin Media Ireland, PlanNet
21 Communications, Airspeed Communications, Colt Technology Services, Imagine Communications
Ireland, Magnet Networks, Telcom, In2com, Finarea SA, Viatel Ireland, Blue Face (trading as Blueface),
Modeva Networks, Equant Network Services International, Dialoga Servicios Interactivos SA, Intellicom
Ireland, Magrathea Telecommunications, and Voxbone SA.
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5.27

5.28

5.29

A single Group B (see Annex 5) FSP, IP Telecom, has Geographic Number
assignments and has negotiated interconnection with Eircom (and others),
including their applicable FTRs. It furthermore has plans for commencing
wholesale activity within the period of this market review. At the time of
publication of this Consultation, IP Telecom has indicated that it plans to directly
provide/charge for wholesale termination services for calls incoming to its
assigned Geographic Numbers within the following six-month period. ComReg
is of the preliminary view that the FSP in Group B, i.e. IP Telecom, thus falls for
explicit consideration within the Relevant FVCT Market(s) in view of the
credibility of its entry programme over the timeframe of this market review.3s4

The FSPs in Group C (see Annex 5) have Geographic Number assignments
and have indicated an intention to start supplying and charging for FVCT for
calls to those Geographic Numbers within the next three years but do not yet
have formal plans for commencing prospective wholesale and/or retail activity.
ComReg is of the preliminary view that as the FSPs in Group C do not yet have
formalised plans (including timing) regarding FVCT provision to third-party
Service Providers, their entry is not yet sufficiently credible for explicit
consideration as providing a service which falls within the Relevant FVCT
Market(s) at this time. However, were such plans to materialise, then ComReg
considers that there is a strong case to be made that such Group C FSPs would
fall within the definition of the Relevant FVCT Market over the period of this
market review.

In a dynamic sector it is recognised that the FSPs that supply FVCT may vary
further over the lifetime of the market review. ComReg proposes to monitor any
such developments and to consider those changes on a case-by-case basis
where they arise. In doing so, ComReg proposes to rely substantively on the
current detailed assessment to identify whether any new-entrant FVCT
suppliers meet the criteria, as proposed in this Consultation, for consideration
as falling within the Relevant FVCT Market(s), and thus whether a competition
assessment should accordingly be carried out.

354 See case PL/2011/1260 where the Polish regulator, UKE, justified its decision not to carry out a market
analysis or SMP designation for a new mobile entrant (AERO2) on the basis that AERO2 did not yet
provide such services. However, in its serious doubts on the case, the European Commission criticised
UKE's proposal indicating that this does not ensure regulatory predictability for market players. In
BEREC's opinion on case PL/2011/1260, BEREC also noted that ex ante regulation differed from ex post

competition law in the need to take a prospective approach. BEREC noted further that NRAs could
consider an operator as active in the market (for the purposes of ex ante market analysis) when there is
clear evidence that it will enter the market in the time horizon of analysis. The request of numbering
resources or the initiation of interconnection agreements can be taken as indicators of such evidence. In
this case, and from a forward-looking perspective, the market definition and SMP designation could be
possible even in the absence of activity at the retail level.
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5.30

In each case the listed FSP is deemed to include any undertaking which it owns
or controls and any undertaking which owns or controls it. The listed party also
includes its successors, affiliates and assigns. This means that consolidation of
companies by acquisition, creation of a subsidiary or any other changes of
control should not affect the list. Where market entry or exit occurs, the list of
FSPs will, however, require consideration.

Should FVCT be defined at the network or individual subscriber level?

5.31

5.32

ComReg could, in principle, conclude that each individual Geographic Number
on a FSP network constitutes a separate product market. However, given the
homogeneous conditions of competition and the presence of a common pricing
constraint®* for call termination to all subscribers of a particular FSP, ComReg’s
preliminary view is that the starting point for the definition of the Relevant FVCT
Markets should include the provision of FVCT to all subscribers of an individual
FSP, where such incoming calls are to a Geographic Number and received at
a fixed location.s¢

This is consistent with the 2007 FVCT Decision and the 2012 FVCT
Consultation, which define Relevant FVCT Markets corresponding to each
network operator. This was based on issues including that undertakings that
supply wholesale FVCT to other undertakings wishing to terminate calls did not
price discriminate between termination charges to different subscribers or
locations on their network.

Is FVCT part of a wider fixed services market?

5.33

ComReg considers it appropriate to take as its starting point the putative
existence of separate markets for FVCT on individual FSP Geographic Number
ranges, which are distinct from other wholesale or retail services provided by
such FSPs. However, it may be argued that consumers purchase the ability to
both make outgoing (originating) calls and receive incoming (terminating) calls
as part of a single service/package, and that retail subscription decisions are
therefore based on the cost of that overall package (i.e. that termination could
form part of a cluster market incorporating wholesale and retail fixed voice
services where FSPs compete on the overall price of the bundle). If this were
to be the case, an FSP would be unable to raise the price of wholesale
termination without reducing the price of other services in the bundle (e.g.
outgoing retail (originating) calls).

355 ESPs supplying FVCT do not currently differentiate (nor are they likely to) their FTRs on the basis of
the particular Geographic Number/subscriber called. The FTR is the same irrespective of the Geographic
Number/subscriber called and to alter this position would likely involve substantial investment in billing
systems and potential technical difficulties. The situation in respect of incoming calls to value-added
service providers (‘VASPs’) is different and is considered further below.

3% Note that this does not mean that the supply of FVCT for one subscriber/Geographic Number is a
substitute for the supply of FVCT to another subscriber/Geographic Number as neither will constrain each
other’s FTRs.
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5.34

5.35

However, due in large part to the CPP principle, there is no evidence of
significant consumer awareness or sensitivity to the cost of incoming calls at
the retail level, or to the level of the wholesale FTRs applied by a particular FSP.
Consumers do not appear to take these factors into account when making their
retail subscription decisions. The 2016 Market Research cited extensively in
Section 4 indicates that the cost of making outgoing calls is one of the top three
most important factors for both SME and residential respondents when
selecting a FSP.*" Very few respondents indicated the cost of incoming calls
as a key driver for their choice of FSP. Furthermore, respondents indicated a
generally low awareness of the cost of calling specific FSPs, due to retail pricing
structures not generally differentiating retail prices according to the network
called. In addition, there is little, if any, dissemination of information at retail
level that would make end users materially aware of FVCT charges and how
these impact retail charges.

As a result, ComReg is of the preliminary view that FVCO and FVCT at a fixed
location do not form part of a broader cluster market.:s8 ComReg therefore
considers that the provision of FVCT services for terminating calls to
Geographic Numbers should be analysed in this market review.

What range of numbers should be included in the Relevant FVCT

Market(s) for calls to end users at a fixed location?

5.36

In considering the scope of the FVCT product market, ComReg has considered
the range of Geographic Numbers associated with the provision of FVCT. Calls
to Geographic Numbers typically involve calls to end users and are terminated
by the FSP controlling the termination point with which the called Geographic
Number is associated. Call termination to Geographic Numbers is currently
priced on a Calling Party Network Pays (‘CPNP’) basis. According to the CPNP
principle, the FTR is levied by the terminating FSP on the originating Service
Provider (whose subscriber initiated the call to the Geographic Number in
guestion). A CPNP wholesale charging arrangement typically gives rise to a
CPP retail charging arrangement. The operation of the CPP principle, in the
case of calls to Geographic Numbers, contributes to a disconnect between the
choice of making/paying for a retail call (including the associated FTR) which is
determined by the calling party, and the choice of the FVCT supplier which is
determined by the called party. This removes an important source of pricing
constraint on the FVCT supplier in question.

357 As set out in Figure 41 and Figure 42 above.

%8 |n jts 2015 FACO and Transit Decision, ComReg defined a wholesale Fixed Access and Call
Origination (‘FACQ’) product market consisting of separate Fixed Access (‘FA’) and Fixed Voice Call
Origination (‘FVCQ’) components.
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5.37

5.38

5.39

For example, when an Irish mobile subscriber phones an lIrish fixed-line
subscriber, the called party’s FSP levies an FTR on the calling party’s MSP.
The calling party does not see the FTR, as it is a wholesale rather than a retall
charge. For this reason, the calling party does not separately take into account
the magnitude of the FTR when deciding whether to initiate the call.
Accordingly, the pricing behaviour of Service Providers levying termination
rates is not likely to be disciplined by the behaviour of calling parties, who do
not bear the direct and immediate cost of these rates. Moreover, Service
Providers do not have clear incentives to levy comparatively low termination
rates for the same reason.

Since the 2014 Recommendation defines the Relevant FVCT Market as
“‘wholesale call termination on individual public telephone networks provided at
a fixed location”, ComReg takes the number range most frequently involved in
supplying call termination services to end users at a fixed location (i.e.
Geographic Numbers) as its candidate product for the definition of the Relevant
FVCT Market(s), and assesses whether calls to other number ranges should
form part of this relevant wholesale market.

Is FVCT to VASP numbers part of the Relevant FVCT Market(s)?

Inits 2007 FVCT Decision and the 2012 FVCT Consultation, ComReg proposed
that the wholesale termination of calls to value-added service providers
(‘VASPs’)®9 was not in the same Relevant FVCT Market(s) as termination of
calls to end users. This subsection considers whether this distinction is still
relevant for the purposes of the present market review.

359 For the purposes of this Consultation, the definition of ‘VASPs’ in the above context is distinct to the
definition of ‘Service Provider referred to in footnote 3 above. The term ‘VASPSs’ is intended to refer to
the fact that the ultimate recipient of the incoming voice call is not an end user but is rather a commercial
or public entity such as a business, financial institution, helpline or government agency which uses the
numbers to provide information/content/interactive services to enable customers/citizens to receive
information and/or to make payments for services. By contrast the term ‘Service Provider’ is intended as
a more generic term referring to all FSPs and MSPs which may be actively providing voice calls services
to end users and/or commercial entities.
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5.40 Calls to non-Geographic Numbers® typically involve calls to VASPs, rather
than end users (although some involve calls to end users (i.e. 076 numbers)
which will be discussed further below), and are terminated by the FSP routing
the call to the termination point associated with the relevant non-Geographic
Number. Across the EU, in view of the different substitution possibilities, calls
to VASPs are generally excluded from the Relevant FVCT Market(s). Call
termination to certain non-Geographic Numbers (frequently used for
emergency or public interest services) has, however, been included in the
Relevant FVCT Market definition in some cases where they are subject to
similar supply and demand conditions as call termination to standard
Geographic Numbers.3

5.41 A range of non-Geographic Numbers are used for voice/data traffic, including
Freephone,*2 Shared Cost,** Universal Access*4 Premium Rate, Internet
Access,s Nomadic®” and Emergency3s numbers. Depending on the type of
call, different charging mechanisms apply. Retail charging mechanisms for
various (non-exhaustive) categories of non-Geographic Numbers are further
described below as follows:3®

360 As defined in footnote 350 above.

361 Examples can be found in cases LT/2015/1784, EE/2014/1664, DE/2012/1359, and RO/2008/0774.
For example, the Romanian regulator included call termination to national short numbers for services of
general public interest services such as citizen safety services (e.g., police), medical assistance services,
public utilities’” faults complaint services, citizen assistance (consumer protection) services, assistance
for subscribers of electronic communications services (customer relations, service guides, etc.).

362 As defined in the Numbering Conditions of Use, a non-Geographic Number where the charge for the
call is paid by the called party and not the caller.

363 As defined in the Numbering Conditions of Use, a non-Geographic Number which is used for shared
cost services which allow the caller to be charged for only part of the cost of the call, with the called party
being charged for the remainder.

364 As defined in the Numbering Conditions of Use, a non-Geographic Number that allows the called party
to receive calls at a single or several different locations.

365 As defined in the Numbering Conditions of Use, a non-Geographic Number that is used to provide
Premium Rate Services.

366 As defined in the Numbering Conditions of Use, a non-Geographic Number that is used by internet
service providers to route traffic from the PSTN, ISDN or mobile network to the point-of-presence (PoP)
of the internet service provider.

367 As defined in the Numbering Conditions of Use, a non-Geographic Number that is used for services
where the termination point is not always associated with a particular physical address but where an
E.164 Number is required for call termination or to reach a gateway between the PSTN/ISDN/mobile
network and other networks.

368 As described in the Numbering Conditions of Use, a call made to the Emergency Services using the
112 or 999 emergency services numbers.

369 The description of the retail charging arrangements for non-Geographic Numbers is in line with that
set out in the Numbering Conditions of Use. Calls to short code numbers (such as to 19XX customer
support short codes and to telecommunications directory enquiry access codes (118XX)) are also
considered calls to a non-Geographic Number. Call termination to emergency numbers is, however,
analysed separately at paragraph 5.64 below.
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e Freephone (1800) numbers allow the called party to be reached at no
charge to the calling party. The costs of a call to a freephone number are
borne entirely by the called party - the Receiving Party Pays (‘RPP’), rather
than the CPP, principle applies;

e Shared Cost (1850 and 1890) numbers allow the calling party to be charged
for only part of the cost of the call, with the called party being charged for
the remainder (i.e. they are subject to both the CPP and the RPP
principles);

e Universal Access (e.g. 0818) numbers allow calls to be made to a central
(typically corporate) number for re-routing to the appropriate response
point, and are subject to the CPP principle. The costs of calls to universal
access numbers shall not exceed the originating undertaking’s standard
rate for a call of the same duration to a Geographic Number. Where the rate
for calling Geographic Numbers is distance dependent, the rate shall not
exceed the originating undertaking’s standard rate for a national call.

e Premium Rate (15XX) numbers - the calling party pays a premium charged
by his or her Service Provider for access to premium rate (information or
other added value content) services (i.e. CPP principle). A shared revenue
model then applies whereby this premium is shared by commercial
agreement between the various providers in the value chain;

e Internet Access (189X, other than 1890) numbers - the costs of calls to such
numbers can be based on different models: separate charges for call
(charged at or below the standard local call rate) and service subscription
(1891); a (Pay As You Go) call charge only and no service subscription
charge (1892); or partial or full flat rate whereby a fixed charge is applied to
cover both the call and the internet service (1893). Internet access numbers
were used for the purpose of providing dial-up internet services and are
therefore of declining significance; and

e Nomadic (076) numbers are assigned to VolP providers. The
characteristics of calls to 076 numbers (e.g. the application of the CPP
principle) are broadly in line with those of Geographic Numbers. According
to the Numbering Conditions of Use,*° the cost of calling such nomadic
numbers from within the State shall not exceed the originating undertaking’s
standard rate for a call of the same duration to a Geographic Number.

5.42 Asdiscussed above, the RPP principle applies to some types of calls to VASPs.
Under the RPP principle the called party’s FSP bills the called party for all or
part of the cost of terminating the call. Hence, the RPP approach internalises
the call externality as the called party would be more likely to take FTRs into
consideration when choosing between different FSP services. For example, the
RPP principle applies to Freephone (1800) calls where the VASP buys the call
from the terminating operator on a wholesale basis.

870 “Numbering Conditions of Use and Application Process”, ComReg Document 15/136, as may be
amended from time to time. Available online at https://www.comreg.ie/publication-download/numbering-
conditions-of-use-and-applications-process
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5.45
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In contrast, in the case of calls to Geographic Numbers, the CPP contributes to
a disconnect between the choice of making/paying for a call (including the
associated FTR), which is determined by the calling party and the choice of the
FVCT supplier, which is determined by the called party.

However, in the case of calls to certain types of non-Geographic Numbers, the
operation of the CPP or RPP principle at retail level can have a less influential
role in terms of relevant wholesale pricing constraints on the FVCT supplier.
For example, even in instances where the CPP principle applies, VASPs using
some of the above non-Geographic Number categories as a means for
customers/clients to contact them may have an incentive to switch to an
alternative terminating FSP for hosting the service platform if the termination
fee were raised. VASPs attract revenues from customers through telephone
calls to their services and therefore have an incentive to take into account the
cost of FVCT when selecting the platform operator, since the cost of termination
affects the revenue accruing to the VASP.3* This is distinct from the situation
with wholesale termination of calls to Geographic Numbers where the end users
do not face the same competitive constraints and revenue incentives as VASPs,
and are thus less sensitive to FTRs set by their own FSP.

Premium Rate Service (PRS) numbers have specific revenue-sharing features
which make them attractive to certain categories of VASPs. A distinguishing
feature of calls to PRS numbers (that is, non-Geographic Numbers used for the
purposes of providing a hosted value-added service) is that part of the revenue
stream accrues to the hosting (i.e. terminating) operator from the VASP (i.e. the
Premium Rate Service operator). In this case, the business model for the
hosting FSP is that it receives payment from the VASP for hosting the service,
or shares retail revenues with it in some way, or a combination of both. This is
unlike both normal geographic calls and other forms of non-geographic calls
where the only revenue received by the terminating FSP is that from the
termination charge itself.

Examples of the flow of revenues between parties involved in the origination,
transit and termination of calls to non-Geographic Numbers are illustrated in
Figure 52 and Figure 53 below. For illustrative purposes, Figure 52 depicts a
situation where the calling party pays for the non-geographic call and Figure 53
depicts a situation where the called party pays for the non-geographic call.

371 This revenue accrues directly in the case of 15XX Premium Rate Service numbers, which are a
specific instance of VASPs which allow for revenue sharing between the FSP and the VASP in question,
i.e. the premium retail tariff revenue itself may be divided between the FSP and the VASP. In the case of
other VASPs, the revenue accrues indirectly, as the telephone contact affords the VASP a sales
opportunity for the products or services which it sells, or allows consumers to pay the VASP for services
rendered (for example, paying a motorway toll over the phone).
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5.47 Figure 52 shows how, in the case of a CPP arrangement, a proportion of the
retail charge paid by the calling party is retained by each party in the value chain
with the originating (and where appropriate Transit) Service Provider taking an
agreed share of the remaining revenue. The form of revenue arrangement
between the terminating FSP and the VASP varies from case to case (e.g. in
the case of 15XX Premium Rate Service numbers, the terminating FSP may
pay the VASP as part of a revenue share agreement, whilst the VASP may pay
the terminating FSP for services such as hosting).s2 In the case of PRS calls,
revenue flows between the terminating FSP and the VASP change the
incentives to the hosting (terminating) FSP, in that revenues for both the
terminating FSP and the VASP increase as the number of calls made increases.

Figure 52: Revenue arrangements for calls to non-Geographic Numbers where
Calling Party Pays

Optional use of
Transit Service Retention of transit fee
Provider where transit service used

\”:I@ Originating

Terminating

FSP or MSP
Calling FSP Called Party =
Party VASP
% Retention of originating fee by Termination and hosting fee
originating Service Provider retained by terminating FSP and

arrangement with VASP for

Retail charge paid by Calling remaining revenues is variable

Party to their Service
Provider per Numbering
Conditions of Use

5.48 Figure 53 shows how, in the case of a RPP arrangement (i.e. a Freephone 1800
number), a proportion of the VASP payment is retained by each party in the
value chain with the terminating FSP typically passing revenue onwards to a
Transit or originating Service Provider after retaining a share.

872 This scenario may describe, for instance, the charging mechanisms set out in the case of Shared Cost
or Premium Rate Service Numbers, as set out in Section 4 of the Numbering Conditions of Use.
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Figure 53: Revenue arrangements for calls to non-Geographic Numbers where
Receiving Party Pays

Optional use of Retention of transit fee where
Transit Service transit service used

Provider

L:

Calling 3 Originating Called Party =
Part Terminatin VASP
Y FSP or MSP 9
B FSP
VASP makes net payment to
No retail charge is paid by Retention of origination fee by Terminating FSP retains terminating FSP including
Calling Party to their Service originating Service Provider termination fee hosting fee

Provider per Numbering
Conditions of Use

The revenue flows between the terminating FSP and the VASP change the
incentives to the hosting (terminating) FSP, in that (direct) revenues for the
terminating FSP and (indirect) revenues for the VASP such as, e.g., bill
payments over the phone increase as the number of calls made increases. In
an RPP scenario, a VASP’s costs may increase if its FSP increases its FTRs.
In contrast, in a CPP scenario, the called party’s costs do not increase if its FSP
increases its FTRs. Where the called party is sensitive to increases in FTRs,
this may increase the incentive for the called party to switch to a FSP which
charges lower FTRs, to switch to other communications methods which are free
to the caller (e.g. email or webchat), or to switch to a CPP number.

Furthermore, originating Service Providers have a greater degree of control in
this context since the practice in the State is that the originating Service
Provider collects the retail call revenue and remits the agreed revenue (less any
retained origination fee, as set out in Figure 52 and Figure 53 above) to the
terminating FSP. In such scenarios, market power may lie with the originating
Service Provider, which charges the terminating Service Provider an origination
fee. It may not make sense for the hosting (terminating) FSP to refuse or
compromise completion of the call since in doing so it would deny itself and its
VASP their share of retail call revenues. It is therefore less likely that a hosting
(terminating) FSP would be able to act entirely independently of competitive
constraints. For these reasons, ComReg is of the preliminary view that calls to
non-Geographic Numbers for the purposes of availing of value-added services
(VASP numbers) are not in the Relevant FVCT Market, and may well constitute
a separate market, although ComReg does not conclude on this.
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Is FVCT to Universal Access (0818) numbers part of the Relevant FVCT
Market(s)?

5.51 As setout above, Universal Access (e.g. 0818) numbers allow calls to be made
to a central (typically corporate) number for re-routing to the appropriate
response point, and are subject to the CPP principle. 0818 numbers are
therefore typically assigned to corporate bodies, and not to individuals. As with
076 calls, the cost of calls to 0818 numbers shall not exceed the originating
undertaking’s standard rate for a call of the same duration to a Geographic
Number. Where the rate for calling Geographic Numbers is distance
dependent, the rate shall not exceed the originating undertaking’s standard rate
applicable for a national call.

5.52 This creates a similarity between 0818 and Geographic Numbers. However,
similarities in retail usage and prices for geographic and 0818 numbers
respectively are not the solely decisive criteria. Rather, ComReg’s preliminary
view is that, unlike Geographic and 076 numbers,* Geographic and 0818
numbers have different competitive characteristics at wholesale level. These
characteristics include differences in end user awareness and incentives in
respect of the level of the FTRs applied, as well as differences in the revenue
opportunities which accrue to terminating FSPs in respect of calls incoming to
such numbers.

5.53 Universal Access Numbers (using the 0818 number range) are mainly used for
the purposes of providing business and information services to consumers — for
example, telephone banking. In most cases Universal Access (0818) numbers
are used for calls to VASPs. VASPs are more likely to be sensitive to the
termination charges applied by their terminating FSP, as a VASP which is using
its phone numbers as a sales or payment generation opportunity from its calling
parties (e.g. bank customers wishing to pay a bill, or consumers wishing to buy
a ticket to a concert) and thus looking for the platform operator which charges
the lowest FTRs.

5.54 Accordingly, compared to typical Geographic Number end users, end users of
0818 numbers are likely to be incentivised to have greater awareness of the
FTRs charged by the FSP, as 0818 numbers provide such end users with
indirect revenue-generating opportunities.

373 As discussed in greater details at paragraphs 5.59 to 5.63 below.
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5.55 Taking a recent example of an approach by another EU NRA, in its December
2016 Narrowband market review consultation,®s the UK Office of
Communications, (‘OFCOM’), indicated that it considered that the equivalent
numbering range in the UK (03 numbers) should be excluded from the Relevant
Wholesale Call Termination Market, on the grounds that wholesale call
termination to 03 numbers and to Geographic Numbers does not exhibit
sufficiently homogeneous competitive conditions (unlike Geographic Numbers,
FSPs terminating 03 calls offer hosting services such as call management,
conditional call routing and recorded announcements in addition to FVCT,
which are valued by VASPs and are likely to influence their purchasing
decisions).

5.56 On these bases, it is ComReg’s preliminary view that FVCT to 0818 numbers
IS subject to similar competitive characteristics as FVCT to VASPs more
generally, and should therefore likewise be excluded from the Relevant FVCT
Markets(s).

5.57 ComReg has recently published its Review of Non-Geographic Numbers,37s
which sets out its proposals in respect of the five categories of non-geographic
numbers identified therein (076, 0818, 1800, 1850 and 1890). In this Review,
ComReg proposes to cease issuing numbers in the 076, 1850 and 1890
number ranges, and to streamline non-geographic numbers to the Freephone
1800 range, and the 0818 range, which it proposes to designate as being ‘geo-
linked’, thus requiring, as is currently the case, that retail charges for calls made
to 0818 numbers be no greater than the charges for equivalent calls to
geographic numbers.

5.58 Atwholesale level, ComReg has indicated that it may be necessary to carry out
an assessment of wholesale charges for calls to non-geographic numbers.:7

374 Ofcom, “Narrowband Market Review Consultation on the proposed markets, market power
determinations and remedies for wholesale call termination, wholesale call origination and wholesale
narrowband access markets”, at paragraphs 1148 to 11.50. Available online at
https://www.ofcom.org.uk/ _data/assets/pdf file/0016/95011/Narrowband-Market-Review.pdf

375 Available online at https://www.comreg.ie/publication/review-non-geographic-numbers/

376 As set out at paragraph 16 of ComReg document 17/53r: Information Notice Wholesale Charges for
Non Geographic Numbers. Available online at https://www.comreg.ie/publication/information-notice-
wholesale-charges-non-geographic-numbers/
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5.60

Is FVCT to Nomadic (076) numbers part of the Relevant FVCT Market(s)?

A distinct category of non-Geographic Numbers shares, in terms of its
underlying wholesale arrangements, similar competitive characteristics to the
provision of FVCT to Geographic Numbers. Nomadic numbers and services?”
(using the 076 number range) are mainly used for the purposes of VolIP services
but are also available for use by other suitable IP-based services and services
with nomadic characteristics.?® Unlike geographic ranges, these numbers may
be assigned to individuals as well as to termination points and, unlike most non-
Geographic Numbers, number translation may not necessarily be requireds
with the 076 range. However, market research commissioned by ComReg
indicates that consumers have limited understanding of the role of certain non-
Geographic Numbers including 076 numbers. ComReg therefore proposes to
cease issuing numbers in the 1850, 1890 and 076 ranges, and to retain
numbers in the 0818 and 1800 ranges.3&°

Furthermore, the Numbering Conditions of Use state that the retail tariffs of calls
to 076 numbers should not exceed the retail tariff for a call of the same duration
to Irish Geographic Numbers, thus further increasing the similarity between 076
and Geographic Numbers. However, similarities in retail usage and prices for
geographic and 076 numbers respectively are not the solely decisive criteria.
Rather, ComReg’s preliminary view that both call types share similar
competitive characteristics at wholesale level is based on similarities in end
user awareness/incentives in respect of the level of the FTRs applied, as well
as similarities in the revenue opportunities which accrue to terminating FSPs in
respect of calls incoming to such numbers.

377 Nomadic numbers are designated for use where the termination point is not always associated with a
particular physical address but where an E.164 Number is required for call termination or to reach a
gateway between the PSTN / ISDN/ mobile network and other networks (e.g. for VolP services).

878 The other number range that is most associated with VolP is the geographic range which is used for
the provision of wholesale termination services of calls to end users at a fixed location.

879 Number translation is required when non-Geographic Numbers have no physical destination of their
own but can reach real destinations and/or services once converted into geographic/mobile numbers.

380 ComReg’s proposals in this regard are set out in Document 17/70, ‘Review of Non-Geographic
Numbers’, which is available online at https://www.comreg.ie/publication/review-non-geographic-
numbers/
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5.64

In most cases nomadic (076) numbers are used for calls to end users at a fixed
location rather than for calls to VASPs. Therefore, the revenue flows and
resulting competitive conditions in the wholesale termination of calls to 076
numbers are more likely to resemble the revenue flows and competitive
conditions in the supply of FVCT for calls to Geographic Numbers. It is unlikely
that an end user of 076 numbers would be as sensitive to the termination
charges applied as a VASP which is using its phone numbers as a sales or
payment generation opportunity from its calling parties (i.e. customers) and thus
looking for the platform operator which charges the lowest FTRs. As for
geographic calls, the terminating leg of calls to 076 numbers generally presents
fewer revenue opportunities for the terminating FSP than in the case of calls to
numbers used by VASPs, for which hosting revenues may also accrue. This
removes a further source of possible pricing constraint on the FSP terminating
calls to 076 numbers.

ComReg’s analysis has not yielded material evidence that there are any
demand or supply-side substitutes for call termination to 076 numbers, or that
technical alternatives exist by which a call to a 076 number could be
successfully terminated without the co-operation of the terminating FSP. This
is reinforced by the fact that the CPP principle applies for calls to 076 numbers
and the called parties (who choose the terminating FSP) thus have fewer
incentives to react to the cost of FVCT. While the Numbering Conditions of Use
limit the retail cost of a call to 076 numbers, they cannot extend to the wholesale
FTRs charged by the terminating FSP, as there is no legal basis to do so.

On this basis, it is ComReqg’s preliminary view that FVCT to 076 numbers is
subject to similar competitive characteristics as FVCT to Geographic Numbers
and should be included in the same Relevant FVCT Market(s) as call
termination to end users with Geographic Numbers.

Is FVCT to emergency (112 & 999) numbers part of Relevant FVCT
Market(s)?

Some National Regulatory Authorities (‘NRAS’) include FVCT to certain
categories of non-Geographic Numbers (such as for emergency services) in
their Relevant FVCT Market definition, because it is similarly characterised by
Significant Market Power and, therefore, a lack of competition. ComReg
accordingly considers whether the provision of FVCT to emergency 112 and
999 numbers should form part of the Relevant FVCT Market(s) in Ireland.
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ComReg is of the preliminary view that FVCT to emergency numbers shares
similar competitive conditions to FVCT to Geographic Numbers, since there are
currently no effective demand-side or supply-side substitutes for FVCT to
emergency numbers, for the reasons set out at Section 4 above in respect of
FVCT. This suggests that FVCT to emergency numbers should be included in
the same relevant market as FVCT to Geographic Numbers. However, before
reaching a conclusion on this matter, ComReg assesses whether FVCT to
emergency numbers has any distinctive competitive conditions which might
cause it to be excluded from the relevant market.

The Emergency Call Answering Service (‘ECAS’) for calls to 112 and 999
numbers is provided by BT Communications (Ireland) Limited, which was
appointed by the then-Department of Communications, Marine and Natural
Resources as the provider of the ECAS in 2009.3: All emergency 112 and 999
calls are free of charge to the caller, as required by EU legislation. In order to
recover the costs of providing the ECAS, BT charges a Call Handling Fee
(‘CHF’) to Service Providers for calls which originate on their networks, as set
out in Section 58C of the Communications Regulation Act 2002 (as amended).
For the period February 2017 to February 2018, the maximum CHF that the
ECAS may charge to Service Providers who forward 112/999 calls to it is €3.95.

A 2014 Report drafted by TERA Consultants on behalf of ComReg noted that
the costs incurred by BT in the provision of the ECAS included termination
charges.ze2 An earlier edition of this Report, dating from 2011, indicated that BT
paid FTRs associated with terminating calls to the various emergency services:

“About interconnect costs, BT pays for the fixed termination charges
to emergency services (An Garda Siochana, Ambulance etc.) for
connected calls”.s

When a member of the public dials 112 or 999, that call is routed to one of three
ECAS Public Safety Answering Points (‘PSAPS’) operated by BT Ireland in
Navan, Ballyshannon and Dublin, with BT routing the call to the relevant
emergency service. BT lIreland pays FTRs to each emergency service’s
terminating FSP for connected calls from BT’s PSAPs. The cost to BT Ireland
of paying these FTRs is included in the calculation of the CHF.

381 This tender expired on 14 July 2017. Pending the expected award of a new tender to the successful
bidder, BT Ireland continues to operate the ECAS, as of October 2017.

382 TERA Consultants, 2014. “Recommendations for a reasonable Call Handling Fee (CHF) associated
with the Emergency Call Answering Services (ECAS) - Final report’, at p.46. Available online at
https://www.comreg.ie/publication-download/recommendations-for-a-reasonable-call-handling-fee-

associated-with-the-emergency-call-answering-services

383 TERA Consultants, 2011. “Recommendations for a reasonable Call Handling Fee (CHF) associated
with the Emergency Call Answering Services (ECAS) - Final report”, at p.59. Available online at
https://www.comreg.ie//media/dim_uploads/2015/12/ComReg1181a.pdf
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Under Section 58D(1) of the Communications Regulation Act 2002 (as
amended), each year, ComReg is required to review the maximum CHF that
may be charged. ComReg may confirm the existing maximum CHF or, following
consultation with the ECAS provider, raise or lower the existing maximum CHF.
Accordingly, the ECAS CHF framework is already subject to a pre-existing
regulatory framework — including price regulation - pursuant to the
Communications Regulation Act 2002 (as amended), and ComReg is statutorily
obliged to implement and oversee the CHF regulatory framework. This
suggests, a priori, that the provision of the ECAS and the associated CHF
charging mechanism requires regulatory intervention, due to the absence of
normal competitive pressures.

One such ‘normal competitive pressure’ is the possibility of demand-side
substitution, whereby a Service Provider constrains its behaviour on a market,
(for instance, the prices it charges) lest its customers deem these prices to be
excessive, and switch to an alternative Service Provider. Emergency services
(such as An Garda Siochana, or the HSE National Ambulance Service) do not
appear to have the incentive (or indeed the ability) to constrain the level of the
prices (i.e. FTRs) charged by their terminating FSPs to BT Ireland. Emergency
services do not bear the costs of the FTRs levied by their own FSPs, and are
therefore likely to be generally indifferent to the level of FTRs charged. For that
reason, emergency services do not have sufficient incentives to switch
terminating FSP in the case of a SSNIP in FTRs by their own FSP.

FVCT for emergency numbers does not appear to exhibit different competitive
conditions to FVCT for Geographic Numbers (including 076 numbers). In
particular, the emergency services whose FSPs charge FTRs to the ECAS do
not appear to have any incentive to act differently than a domestic subscriber
to a standard Geographic Number. It is thus ComReg’s preliminary view that
FVCT for calls to emergency numbers is in the same Relevant FVCT Market(s)
as call termination services to end users using Geographic and 076 numbers.
If it is the case that calls to such emergency service providers are terminated
on non-Geographic Number ranges in the future, it is also proposed on a
forward-looking basis that such non-geographic ranges would likely be included
in the Relevant FVCT Market.

Preliminary Conclusion on Number Ranges included in Relevant FVCT

Market(s)

On the basis of this analysis, ComReg takes the preliminary view that the
Relevant FVCT Market includes the provision of FVCT services to all
Geographic Numbers, to 076 numbers, and to emergency 112/999 numbers.
Currently there are 35 authorised undertakings with assigned Geographic
Number ranges and 47 undertakings with assigned nomadic 076 numbers in
the State. 22 undertakings have been assigned both geographic and nomadic
numbers
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For the purposes of this Consultation the term ‘Fixed Numbers’ is hereinafter
used to collectively refer to all geographic, nomadic 076, and 112/999 numbers,
as have been, or may be, assigned to FSPs from time to time.

Is the Relevant FVCT Market technology neutral?

5.74

5.75

5.76

5.77

5.78

Across the EU, the FVCT market has frequently been defined independently of
the underlying technology over which the service is delivered. Thus, termination
of calls at fixed locations using VolP has been included in the Relevant FVCT
Market by a number of Member States.ze

ComReg adopts a technology neutral approach to defining the Relevant FVCT
Market> and will include in the relevant market all FVCT services which share
similar economic and functional characteristics regardless of the underlying
technology on which such call termination is based.

Is FVCT delivered over Voice over Internet Protocol (VolP?) technology in
the same Relevant FVCT Market as FVCT using traditional narrowbands3ss
voice technology?

A key development since the last market review has been the commencement
of some growth in VoIP telephony. For the purposes of this Consultation,
ComReg considers VolP services according to three broad categories:
Managed VolP, Partially-Managed VolP and Unmanaged VoIP services.

(i) Managed and Partially-Managed VolP Services

Managed VoIP means that the Service Provider provides RFTS and an IP
access path to its customer, either directly on its own network, or indirectly by
renting the IP access path from a third-party (e.g. using Wholesale Local
Access or Wholesale Central Access inputs).

A Managed VolIP Service Provider will typically have its own switching platform,
Interconnection Path(s) and numbering allocations. It can also manage its
network so that it prioritises data traffic or can manage the quality of VolP traffic
on the IP access path in order to ensure that minimum quality of service
requirements for the provision of RFVC are met.

384 See, for example, cases DE/2008/0843, LV/2009/0889 and IT/2008/0777.

385 |n accordance with Regulation 16(1)(a) of the Framework Regulations.

386 Narrowband voice technology includes voice calls carried by means of both Public Switched
Telephone Network (‘PSTN’) and Integrated Services Digital Network (‘ISDN’) technology. This approach
is consistent with that adopted by ComReg in classifying fixed voice access paths in its QKDR.
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Partially-Managed VolP means that the RFVC Service Provider does not
provide the access path to its customers. Instead, the customer uses its own
broadband service (procured from another Service Provider) to access the
VolP-based RFVC service. The partially-managed VolP Service Provider
operates a switch and Interconnection Path(s) and, therefore, its own switching
platform and numbering allocations.

Having regard to the increasing uptake of VolP services and the fact that a
number of (Managed and Partially-Managed) VolP-based FSPs have, to date,
been assigned Geographic Numbers, ComReg considers whether FVCT to
Geographic Numbers using VolP technology forms part of the Relevant FVCT
Market(s). In this subsection ComReg assesses whether the competitive
characteristics of the wholesale supply of FVCT to Geographic Numbers over
both Managed and Partially-Managed VolP, and Narrowband technologies
respectively justify their inclusion in the same Relevant FVCT market(s).

On the demand side, given the nature of FVCT, an originating Service Provider
does not currently have any viable and effective alternatives for terminating a
voice call to a subscriber of an individual FSP with Geographic Numbers,
irrespective of the underlying technology used. It is not possible for an
originating (or transiting) Service Provider to terminate a call to a specific
Geographic Number (where a VolIP service is used) by purchasing termination
on another FSP’s network. The CPP principle applies in respect of FVCT to
Geographic Numbers irrespective of the underlying technology (i.e. VolP,
PSTN, ISDN or other technology). The same low awareness / sensitivity of the
called party would thus apply in respect of FVCT services offered for calls to
such Geographic Numbers independently of the underlying technology used.

Looking ahead to the medium term, based on the evidence available to
ComReg there do not appear to be any technological or other changes that
would lead to the emergence of effective alternatives which would allow Service
Providers to bypass FVCT offered by an FSP to which Geographic Numbers
have been assigned, even where the underlying technology is based on
Managed/Partially-Managed VoIP technology. This is discussed in detail below.
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On the supply side, potential supply-side substitutes for FVCT to a Geographic
Number would require a parallel access path to the subscriber. This
requirement applies irrespective of whether that Geographic Number is
assigned to an FSP that operates based on narrowband (PSTN or ISDN) or
VoIP technology. The subscriber would also have to be willing and able to
receive calls on this parallel access path. In practice this would likely require
the customer to hold two active subscriptions. Given the limited awareness and
sensitivity of end users to the costs faced by others calling them, it is unlikely
that a called party would have sufficient incentive to seek the parallel access
path from an alternative FSP in the case of a SSNIP of FTRs. It should,
moreover, be noted that the parallel access path could be subject to the same
competitive bottleneck as the ‘original’ access path.

This low sensitivity to called party costs was confirmed by the 2016 Market
Research, as set out in detail in Section 4.3” Furthermore, a very low number
of residential and business respondents who had switched providers in the past
three years cited costs faced by others when calling them as a top three reason
for choosing their FSP, and no respondent cited it as their main reason for
switching FSP.

On the basis of the above analysis, ComReg is of the preliminary view that the
competitive conditions underlying the provision of FVCT using Managed or
Partially-Managed VolIP technologies are sufficiently similar to those underlying
the provision of FVCT services using traditional narrowband voice technology.
It is therefore proposed that FVCT provided over Managed and Partially-
Managed VolIP technology be included in the Relevant FVCT Markets.

(ii) Unmanaged VolP Services

Unmanaged VolP means that the Service Provider itself does not provide the
access paths to its customers and does not have a switching platform and
interconnection path(s). Its customers must access the Unmanaged VoIP
service via the public internet or over other applications using their broadband
connection provided by another supplier.

Unmanaged VolP Service Providers can be distinguished from the other
narrowband and Managed and Partially-Managed VolP Service Providers
discussed above on the basis of the following characteristics:

(a) Unmanaged VolP Service Providers typically have no control over the
quality of voice services provided. This is because they rely entirely on
third-party Service Providers to supply the supporting broadband
connection and access path to the end user;

387 See paragraph 4.101 above.
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(b) AsUnmanaged VolIP calls are predominantly transmitted over the internet,
low-cost retail pricing structures have evolved in respect of such services,
particularly in respect of VolP-to-VolIP calls;

(c) Unmanaged on-net VoIP communications require both parties to use the
same client or application, and cross-application voice calls (e.g. from a
WhatsApp user to a Skype user) are not currently possible;

(d) As noted in paragraph 3.34, the 2016 Market Research indicated different
trends in end user preferences and usage of Unmanaged VoIP services
compared to traditional fixed voice telephony methods;

() No Unmanaged VoIP Service Provider is currently authorised by
ComReg, nor has any such provider been assigned a numbering range
by ComReg. Accordingly, no such provider is currently entitled to directly
provide termination services, or levy termination fees;

(f)  Unmanaged VolP communications have traditionally not involved the
widespread use of Geographic Numbers. However, this distinction is
becoming less relevant where Unmanaged VolP operators, such as
Skype, can obtain rights of use to Geographic Numbers, either directly
from ComReg, or from third-party FSPs and terminate incoming calls to
subscribers using those numbers either itself, or using a third-party FVCT
provider. In such instances, it is provisionally considered that FVCT
services to such Geographic Numbers would share similar characteristics
to FVCT services employing narrowband or Managed/Partially-Managed
VoIP technology (i.e. due to industry-wide application of the CPP principle
for calls to such Geographic Numbers).

5.88 Having regard to the above, it is ComReg’s preliminary view that on-net
Unmanaged VolP calls - calls both originated and terminated on an OTT
Unmanaged VolP Service Provider - are excluded from the Relevant FVCT
market, as they do not require the use of a Geographic Number. For example,
a Skype-to-Skype call can be completed by means of caller identifiers other
than a Geographic Number. Since Geographic Numbers are not used, no FVCT
service is required, and no FTR is levied.

5.89 In respect of off-net calls (e.g. calls made from an OTT service such as Viber
or Skype to a Geographic Number), a FVCT service is required in order to
terminate the call to the Geographic Number, leading to a FTR being levied on
the originating Service Provider.ze¢ Although originated as OTT VoIP, these calls
are terminated as a narrowband or managed VoIP call. No Unmanaged VolP
Service Provider has received a numbering assignment from ComReg.

388 The special case of OTT bypass, which potentially permits a call to be completed without the provision
of an FVCT service, is discussed at paragraphs 5.127 to 5.130.
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5.90

5.91

5.92

5.93

However, OTT Unmanaged VolP Service Providers are entitled under the
Numbering Conditions of Use to use Geographic Numbers. An OTT
Unmanaged VolP Service Provider may itself apply for and receive an
assignment of Geographic Numbers from ComReg. Alternatively, another
Service Provider assigned Geographic Numbers by ComReg may transfer the
rights of use associated with those numbers to the OTT Unmanaged VolP
Service Provider. In both cases, and where the OTT Unmanaged VoIP Service
Provider charges (or has the ability to charge) an FTR in respect of calls
incoming to such Geographic Numbers, then such services would likely fall
within the definition of the Relevant FVCT Market(s).

Where such FVCT services to Geographic Numbers are carried out on behalf
of the Unmanaged VolIP Service Provider by a third-party FVCT supplier then it
is the services of the third-party FVCT supplier which would likely fall within the
Relevant FVCT market(s).

A further consideration in respect of OTT Unmanaged VoIP is the possibility of
OTT bypass, whereby a call intended to be completed by means of FVCT by
an FSP is, instead, completed on the OTT’s platform. OTT bypass of FVCT is
not generally technically feasible, as the fixed handsets to which RFVC are
generally terminated do not support OTT applications (e.g. Viber and Skype),
thus preventing OTT bypass from occurring. However, in the context of future
moves towards fixed-mobile convergence, ComReg may revisit this conclusion,
if fixed-mobile convergence leads to convergence in respect of handsets (or
other hardware) capable of facilitating both FVCT and MVCT.

Preliminary Conclusion on VolP technoloqgy

ComReg’s preliminary view is that:

e FVCT in respect of calls to Geographic Numbers using Managed or
Partially-Managed VoIP technology shares sufficient competitive
characteristics with FVCT services provided with respect to calls to
Geographic Numbers using narrowband (PSTN or ISDN) technology and
should be considered as falling within the Relevant FVCT Markets;

e On-net calls made between subscribers on an Unmanaged VolIP platform
fall outside the Relevant FVCT Market where no FVCT service is required,
and no FTR levied; and

e To the extent that FVCT services are provided in respect of calls to
Geographic Numbers using Unmanaged VolP technologies, such FVCT
services (where either the Unmanaged VolP Service Provider or a host
Service Provider has the ability to set the level of the FTR) are considered
to share sufficiently similar characteristics to FVCT services employing
narrowband technology. It is thus ComReg’s preliminary view that, under
such circumstances, FVCT services to Geographic Numbers using
Unmanaged VolP technology would likely form part of the Relevant FVCT
Market(s).
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5.94

5.95

5.96

Is FVCT using mobile technology in the same relevant market as FVCT
using narrowband technoloqgy?

Another key development since ComReg’s previous market review in 2007 has
been the appearance of voice services delivered at a fixed location using mobile
network inputs, as part of a broader trend towards fixed-mobile convergence.
Call termination services delivered via mobile technology in respect of calls to
end users at a fixed location have been increasingly identified by NRAs in other
Member States as part of their Relevant FVCT Market(s). The rationale for their
inclusion in the Relevant FVCT Market(s) has been that these services share
similar functionality characteristics (limited mobility) and similar pricing
structures as (retail and wholesale) voice call services delivered via narrowband
technology to end users at a fixed location.3

WVCT services to integrated fixed-mobile offers which involve the termination
of calls to end users using Geographic Numbers are sufficiently similar to
WVCT services provided to Geographic Numbers delivered over narrowband
technology. This is because use of the Geographic Numbers in question implies
that the end user in question is receiving voice calls to such numbers at a fixed
location and that service mobility is consequently limited.

Furthermore, as identified in other NRAS’ decisions (referred to in footnote 30
below), the fact that call services to Geographic Numbers are delivered using
mobile network inputs does not alter the fact that the CPP principle would still
apply in respect of FVCT to such Geographic Numbers. In such instances, it is
provisionally considered that FVCT services to Geographic Numbers using
mobile technology would share similar characteristics to FVCT services
employing narrowband technology. It is thus ComReg’s preliminary view that
Service Providers in such circumstances (i.e. where they supply FVCT to
Geographic Numbers and have the ability to set the associated FTRs), even
when using mobile technology, should be considered as FSPs falling within the
Relevant FVCT Market(s) for the purposes of the present market review.

389 See, for example, cases RO 2008/0774, PL 2008/0762 and 1T/2008/0777. In the latter case the
European Commission commented on the fact that although AGCOM included WVCT services to
integrated fixed/mobile offers in the Relevant FVCT Market (and regardless of the use of different
technology, these convergent services seemed to have economic and functional characteristics similar
to traditional fixed telephony services) AGCOM had proposed to defer the definition of obligations for
these services until its assessment of the market for WVCT (MVCT) on individual mobile networks. In
view of its inclusion in the Relevant FVCT Market, however, the European Commission called on AGCOM
to impose FVCT remedies accordingly.
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Preliminary Conclusion on mobile technology

5.97 Accordingly, it is ComReg'’s preliminary view that FVCT services for calls to
Geographic Numbers delivered via mobile technology are in the same Relevant
FVCT Market as FVCT for calls to Geographic Numbers delivered over
narrowband voice technology (e.g. PSTN or ISDN). On a forward-looking basis
this preliminary view applies irrespective of whether the FVCT services are
provided and charged directly by the FSP which has the relationship with the
end user of the Geographic Numbers, or by a host FSP.

Preliminary Conclusions on candidate FVCT Product
Market

5.98 Having regard to the above, ComReg’s preliminary view is that the candidate
FVCT product market, being the starting point from which the question of the
existence of any effective wholesale substitutes is considered, is one which:

e involves the provision of WVCT for the purpose of completing voice calls to
subscribers’ Geographic Numbers that have been assigned to an individual
FSP;ze0

e involves interconnection between networks and is provided by an FSP
which has the ability to set/control the FTR for calls to Geographic
Numbers; and

e istechnology neutral, and includes FVCT for calls to Geographic Numbers
irrespective of whether the underlying technology is mobile or fixed, or, in
case of VolIP telephony, whether the VoIP service is Managed, Partially-
Managed or, in the case of off-net calls to Geographic Numbers,
Unmanaged.

5.99 In ComReg’s preliminary view, the candidate FVCT product market includes:

‘the provision by an FSP of a wholesale FVCT service to other Service
Providers from the nearest point (to the End User) or level on that
terminating FSP’s network at which incoming voice calls can be
handed over for termination to Geographic Numbers, and in respect
of which that FSP is able to set the FTR”.

5.100 ComReg considers that the product market features proposed above capture
the essential characteristics of the narrowest FVCT candidate product market.
Later in this section, ComReg goes on to consider whether this definition should
be expanded in light of the availability of effective wholesale demand-side and
supply-side substitutes.

3% The term ‘Fixed Numbers’ is used to collectively refer to all geographic, nomadic 076, and 112/999
numbers assigned to FSPs over the period of this market review.
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FVCT Demand-Side Substitution

5.101 Demand-side substitution at the wholesale level**: measures the extent to which
a purchaser of WVCT services would, in response to a SSNIP in termination
rates above the competitive level, switch to purchasing available alternative
substitute products such that it would render the termination rate increase
unprofitable. If the level of switching to alternative products is sufficient to render
the termination rate increase unprofitable (say because of the resulting loss of
sales) then the alternative products are included in the relevant product market.

5.102 As noted in paragraph 13 of the European Commission’s Notice on Market
Definition, demand substitution constitutes the most immediate and effective
disciplining force on the suppliers of a product, and paragraph 15 thereof notes
further that:

“ ..the assessment of demand substitution entails a determination of
the range of products which are viewed as substitutes by the
consumer.”

5.103 For two products to be effective demand-side substitutes it is necessary that a
sufficient number of customers are not only capable of switching between them,
but would actually do so in the short term in response to a relative price change.
In this regard, the Notice on Market Definition states that demand-side
substitution:

13

means that, starting from the type of products that the
undertakings involved sell and the area in which they sell them,
additional products and areas will be included in, or excluded from,
the market definition depending on whether competition from these
other products and areas affect or restrain sufficiently the pricing of
the parties’ products in the short term. 2

5.104 Demand-side substitution may constrain the exercise of market power by
Service Providers either directly, when exercised by purchasers of WVCT
services at wholesale level, or indirectly, when exercised by subscribers to
Service Providers at retail level.

392 Commission Notice on the definition of relevant market for the purposes of Community competition
law (97/C 372/03), at paragraph 16.

189



Market Review FVCT & MVCT ComReg 17/90

Retail indirect demand-side substitutes

5.105 Given that the demand for WVCT is derived from demand at the retail level
(from the ability to complete calls to other subscribers), ComReg has
considered in Section 4 whether there are, or are likely to be, (within the
timeframe of this review) any indirect demand-side constraints coming from the
retail market that could impact upon the Relevant FVCT Markets. ComReg’s
preliminary view was that such constraints were unlikely to have a material
impact on the Relevant FVCT Markets.

5.106 In particular, ComReg does not consider Unmanaged VoIP services (such as
Skype or WhatsApp) to be effective wholesale demand-side substitutes for
FVCT. From the user perspective, these applications are retail rather than
wholesale services, so any impact on the Relevant FVCT Markets would be as
a consequence of indirect constraints emanating from the retail market. In
Section 4,2 ComReg considered whether a VolP-to-VolP call was likely to pose
an effective indirect competitive constraint on FTRs and expressed the
preliminary view that it does not.

Wholesale demand-side substitutes

5.107 When considering wholesale fixed demand-side substitutes, it is firstly
important to note that, given the nature of FVCT, ComReg is of the view that
there are currently no existing viable demand-side substitutes at the wholesale
level for the provision of FVCT. ComReg’s analysis therefore focuses on
potential demand-side substitutes and whether, if a SSNIP in FTRs above the
competitive level occurred, a sufficient number of purchasers would switch to
any potential alternative means of terminating calls.=

393 See paragraph 4.144 above.

3% The special case of OTT bypass, which potentially permits a call to be completed without the provision
of an FVCT service, is discussed at paragraphs 5.127 to 5.130.
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5.108 ComReg will monitor any trend towards IP interconnection over the lifetime of
this market review, including whether existing interconnect charging
mechanisms materially change as a result. In particular, IP telephony may
facilitate interconnection between FSPs (or their customers) by means of
various technologies, such as VoB, Managed VolIP including SIP Trunking,2 or
OTT VolP.*s For instance, Virgin Media delivers its residential fixed telephony
service over its broadband network, while Vodafone offers a ‘Broadband Voice’
product. While there has been a manifest increase in the number of VolP
technology users over alternative platforms, calls terminated by means of IP
telephony (such as calls to Virgin Media or Vodafone home phone customers)
incur FTRs. Moreover, ComReg notes that, in the short term, it is likely that, for
a large number of users, voice services will continue to be offered over copper-
based networks, with Managed VolP-based telephony services being
increasingly available over time.3” In the case of existing Managed VolP-based
FSPs, such as Blueface or IP Telecom, current FTR charging arrangements
still apply when terminating calls to Geographic Numbers assigned to their
subscribers. It does not appear, therefore, that even where IP-based telephony
has emerged, that it has resulted in the emergence of effective demand-side
substitutes for FVCT.

3% S|P trunking is a VolIP service based on the Session Initiation Protocol (‘SIP’), whereby a FSP delivers
RFVC services to customers equipped with SIP-based private branch exchange (IP-PBX) telephony
systems. In effect, SIP trunking replaces the conventional PSTN or ISDN telephone trunk

3% As set out at paragraph 5.90, OTT bypass of FVCT is currently not generally technically feasible, as
fixed-line handsets typically do not have the OTT apps required for OTT bypass to occur installed on
them.

897 ComReg Decision 05/15, “Wholesale Fixed Voice Call Origination and Transit Markets Response to
Consultation and Decision”, pages 37 and 86.
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5.109 Even in the event of a widespread industry move to IP-based interconnection
of voice calls over the lifetime of this market review, the question remains as to
whether such interconnection would be based on the Internet (data) model,3
on the circuit switched TDM?3* (voice) model, or some other model.«© Where the
CPNP and CPP principles persist in an environment of IP interconnection, it is
considered likely that FVCT suppliers will still have the ability and incentive to
profitably apply a wholesale SSNIP in respect of FTRs for FVCT to their own
Geographic Numbers and that termination to an individual FSP’s Geographic
Number range would thus still constitute a separate relevant market.

5.110 The pricing by FSPs of FVCT (as reflected both in FSP responses to ComReg
SIRs, and in the FTRs set out in the openeir STRPL)“:suggests that FTRs tend
not to respond to pricing stimuli other than regulation.«2 In particular, ComReg
notes that the 2007 SMP FSPs currently set their FTRs at the maximum of the
permissible regulated rate, although each FSP is free to set its FTRs below this
rate, if it wishes to do so. Secondly, ComReg notes that 24 FSPs listed on the
openeir STRPL are currently unregulated, and are therefore free to set their
FTRs at levels other than the regulated rate. While two of these FSPs (Airspeed
and Intellicom) levy FTRs at the regulated rate, the remaining 22 FSPs levy
(peak) FTRs ranging from 4.5 times to 22 times the regulated rate, since they
are not subject to the requirement to reduce FTRs set out in the 2012 Pricing
Decision.#os

398 Generally, IP-based interconnection (data traffic) is currently implemented by a mixture of peering and
Transit. With peering, two Internet Service Providers (‘ISPs’) agree to exchange traffic solely among their
respective subscribers, sometimes without payment. With Transit, one ISP agrees to carry the traffic of
another ISP to third-parties, typically for a fee.

399 |n traditional circuit-switched networks, multiple subscriber calls are routed via shared TDM (Time
Division Multiplexed) transmission paths across and between networks for efficiency. TDM is a data
transmission hierarchy which facilitates the conveyance of multiple simultaneous data streams, where
each is allocated a dedicated transmission capacity or bandwidth.

400 See Explanatory Note to European Commission 2009 Termination Rates Recommendation, page 32.
As set out in ComReg 16/69: Market Review: Wholesale High Quality Access at a Fixed Location, while
there has been a shift in retail Leased Lines towards more modern interfaces such as Ethernet and X\WDM
technologies, there remains a cohort of end users who remain on analogue and TDM based LLs. In 2015,
21% of retail Leased Lines were TDM.

401 Available online at http://www.openeir.ie/WorkArea/DownloadAsset.aspx?id=4253

402 As set out in detall at paragraphs 6.87 to 6.90 below.

408 ComReg Decision D12/12: “Mobile and Fixed Voice Call Termination Rates in Ireland - Response to
Consultation, Decisions and Decision Instruments” (hereafter, the ‘2012 Pricing Decision’). Available
online at https://www.comreg.ie/csv/downloads/ComReg12125.pdf
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5.111 The pricing responses of both the 2007 SMP FSPs and the Unregulated FSPs
indicate that the levels of FTRs are driven by regulation, rather than by
responses to other factors, such as the constraint created by potential demand-
side substitutes. In particular, the magnitude of the price difference between
regulated and unregulated FTRs indicates that Unregulated FSPs do not face
sufficient competitive constraints from e.g. demand-side substitutes to price
FTRs at the proxy competitive level applied to the 2007 SMP FSPs.

Preliminary View on Wholesale Demand-Side
Substitution

5.112 Having regard to the above, it is ComReg’s preliminary view that there are
currently no effective or sufficiently immediate demand-side substitutes for
FVCT, and this position is not likely to change within the timeframe of this
market analysis.

FVCT Supply-Side Substitution

5.113 Supply-side substitution at the wholesale level measures the extent to which a
firm not currently active in supplying WVCT services would, in response to a
HM’'s SSNIP in termination rates (above the competitive level), switch
production in the immediate to short term without incurring significant costs and
start supplying a WVCT service of equivalent characteristics, thereby rendering
the HM’s termination rate increase unprofitable.s# In considering wholesale
supply-side substitution, ComReg assumes that current termination rates,
which are, in the case of some — but not all — Service Providers, regulated, act
as a proxy for the termination rate levels which would be expected to obtain in
a competitive market (i.e. in a market where no Service Provider held Significant
Market Power).

5.114 If the level of supply-side substitution were sufficient to render the HM’s
termination rate increase unprofitable (due to the resultant loss of sales through
switching to the alternative suppliers’ WVCT product) then these substitutes are
included in the Relevant Termination product market.

5.115 As noted in paragraph 20 of the European Commission’s Notice on Market
Definition, supply-side substitution may also be taken into account in defining
markets

“...In those situations in which its effects are equivalent to those of
demand substitution in terms of effectiveness and immediacy. This
means that suppliers are able to switch production to the relevant
products and market them in the short term without incurring
significant additional costs or risks in response to small and
permanent changes in relative prices. When these conditions are met,

404 See paragraph 39 of the SMP Guidelines.
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the additional production that is put on the market will have a
disciplinary effect on the competitive behaviour of the companies
involved. Such an impact in terms of effectiveness and immediacy is
equivalent to the demand substitution effect.”

5.116 It is also worth reiterating that, in order for supply-side substitutes to be taken
into account when defining relevant product markets, its effects should be
equivalent to those of demand-side substitution in terms of effectiveness and
immediacy.

5.117 Paragraph 23 of the Notice on Market Definition also notes that:

“‘When supply-side substitutability would entail the need to adjust
significantly existing tangible and intangible assets, additional
investments, strategic decisions or time delays, it will not be
considered at the stage of market definition. ....... In these cases, the
effects of supply-side substitutability and other forms of potential
competition would then be examined at a later stage.”

5.118 Having regard to the above, it is ComReg’s view that any relevant supply-side
substitution should be sufficiently imminent to be capable of constraining the
profitability of a SSNIP in wholesale termination rates.s

5.119 ComReg examines below other potential sources of WVCT supply. In doing so,
ComReg has considered Service Providers’ responses to the SIRs issued, in
particular, views and evidence on whether any potentially effective supply-side
substitutes for WVCT exist.

5.120 ComReg has also had regard to the analysis in Section 4 regarding pricing
structures and consumer/SME behaviour in the related retail markets and the
preliminary conclusions#¢ on the impact of such behaviours on the Relevant
Termination Markets.

5.121 In this section, ComReg considers the possibility of FVCT supply-side
substitution under the following headings:

e Responses to Statutory Information Requests (at paragraphs 5.122 to
5.124 below);

e Entry of New FSPs (at paragraphs 5.125 to 5.126 below);

e Entry to FVCT through Other Technologies (at paragraphs 5.127 to 5.132
below);

e Service Providers other than the called party’s Service Provider (at
paragraphs 5.134 to 5.136 below); and

e Self-supply of WVCT (at paragraphs 5.138 to 5.142 below).

405 |n this regard, supply-side substitution would likely involve additional investment in networks and
associated billing systems as well as the associated time delay in doing so.

406 See paragraph 4.249.
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5.122

5.123

5.124

5.125

5.126

Responses to Statutory Information Requests

In its response to a SIR issued by ComReg,*” one FSP [:<| ]l indicated
that, during 2016, it had become aware through its wholesale customers of
inbound and outbound calls being re-routed, without the FSP’s knowledge, to
< for termination without the FSP’s knowledge. The
respondent described this practice as ‘Call Termination Bypass’. ComReg
considers this phenomenon in greater detail below in paragraph 5.127.

Another respondent [<|JJJ ] indicated that the prevalence of OTT voice
services such as Skype could lead to a strategic repositioning of its voice
services at the retail level as a premium service, with initiatives such as high
definition voice and converged voice, but did not indicate that OTT services are
effective supply-side substitutes for FVCT.

No other SIR respondent identified any effective wholesale supply-side
substitutes for FVCT.

Entry of New FSPs

ComReg has considered whether supply-side substitution could also potentially
arise from the entry of new FSPs into the Relevant FVCT Market. In its 2012
FVCT Consultation, ComReg identified 19 candidate undertakings which fell
within the scope of the draft Decision Instrument.+e Allowing for name changes
and acquisitions, ComReg has identified three new FSPs which appear to have
entered the market since the 2012 FVCT Consultation (Dialoga Servicios
Interactivos S.A., Telcom Ltd, and Intellicom). Although FSPs do not
necessarily have to construct a full end-to-end telecommunications network to
enter the market, they will nevertheless incur the potentially sunk costs of
constructing the appropriate level of interconnected infrastructure from the
subscriber premises to the primary, secondary or tertiary exchange. As set out
in paragraph 5.12 above, alternative FSPs may interconnect at different points
of the network, depending on their level of infrastructural investment.

Regardless of the level of new market entry by FSPs, ComReg is unaware of
any deployed mechanism which would permit, for instance, a new entrant FSP
to provide FVCT services in respect of calls destined for a subscriber of another
FSP. In particular, no such mechanism was described in any FSP SIR
response. Accordingly, ComReg’s preliminary view is that supply-side
substitution from entry of new FSPs is unlikely to effectively constrain the price-
setting behaviour of a HM supplier of FVCT. ComReg is not at this time aware
of any future developments that would lead it to alter its view.

407 The SIR was issued on 8 July 2016, and a response was provided on 2 September 2016.

408 Airspeed, Blue Face, BT Communications, Cable & Wireless, Colt Technology Services, Digiweb,
Eircom, Equant, Finarea, Imagine Communications, In2com, Magnet Networks, Magrathea, Modeva
Networks, New Concepts Tech, UPC Communications, Verizon, Voxbone and 3Play Plus.
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5.127

5.128

5.129

5.130

Entry to FVCT through Other Technologies

ComReg is aware of the possibility of OTT operators bypassing call termination,
as described by one FSP respondent to the SIRs (and as noted in paragraph
5.122 above). This practice is known variously as ‘Call Termination Bypass’,
‘OTT bypass’, and even ‘OTT hijacking’. The central premise of this conduct is
that an OTT provider terminates calls to a mobile number onto its OTT platform,
without the knowledge or agreement of the originating Service Provider, or the
‘intended’ terminating MSP. In this way, the ‘intended’ terminating MSP does
not charge a MTR for providing MVCT to the originating Service Provider as it
is bypassed.

As set out at paragraph 5.92 above, ComReg’s research indicates that OTT
bypass of FVCT is not generally technically feasible, as the fixed handsets to
which RFVC are generally terminated do not currently support OTT
applications, thus preventing OTT bypass from occurring. Moreover, no
respondent indicated that it had altered its wholesale or retail pricing strategies
in response to OTT provision. Accordingly, ComReg’s preliminary view is that
this development in is unlikely to effectively constrain FTR-setting behaviour in
the lifetime of this market review. The development and commercialisation of
such technologies in future may require ComReg to revisit these views.

In issuing SIRs to FSPs, ComReg specifically asked whether FSPs had altered
their pricing strategies in response to the increasing prevalence of OTT
services. Only one respondent FSP indicated that it had responded to increased
usage. [< NG,
...
I | ' essence, this response

appears to relate to pressures exerted by OTT providers with respect
specifically to calls to international numbers, rather than with respect to FVCT,
per se.

No respondent indicated that it had altered its wholesale or retail pricing
strategies in response to OTT provision. Accordingly, ComReg’s preliminary
view is that this development in itself is unlikely to effectively constrain FTR-
setting behaviour in the lifetime of this market review. The development and
commercialisation of such technologies in future may require ComReg to revisit
its views in this regard.

196



Market Review FVCT & MVCT ComReg 17/90

5.131

5.132

5.133

ComReg has considered whether a move to IP interconnection (rather than
traditional circuit switched interconnection) would impact on the Relevant FVCT
Markets from a supply-side perspective. IP interconnection facilitating a VolP
call, where the call is handed over between FSPs (or between MSPs and FSPs)
as a data stream and possibly terminated to an IP address (rather than a
Geographic Number+?), could act as a competitive constraint on the provision
of FVCT. However, this would require changes to existing interconnect
arrangements between Service Providers, and the associated charging regime.
For example, Service Providers would require network/switching investments,
and associated interconnect charging arrangements*° would need to change to
impose a competitive constraint on FTRs.

Based on the information available to ComReg, supply-side substitution from
IP interconnection (and associated changes to charging arrangements) is not
likely to occur within the short to medium term period following the completion
of this market analysis and would not be likely to act as an effective competitive
constraint on the price-setting behaviour of a HM supplier of FVCT. This
position may change in future in light of the emergence of such interconnection
arrangements and their impact on the Relevant FVCT Market and, should this
arise, ComReg will consider its position.

Preliminary View on Supply-Side Substitution

Having regard to the above, ComReg’s preliminary view is that no effective or
sufficiently immediate supply-side substitutes currently exist, or are expected to
exist for FVCT. This position is unlikely to change in the lifetime of this market
analysis.

409 For the avoidance of doubt, the provision of FVCT by an FSP over an IP network that still involves
access to the subscriber's Geographic Number (and for which the FSP has control over the FTR which
is levied according to current arrangements) would still be considered to fall within the Relevant FVCT
Market, given that it exhibits the same economic bottleneck.

410 For example, a move to IP interconnection that still involves the imposition of a termination charge
may not impose a constraint, given that the economic bottleneck is similar to that which currently exists.
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Service Providers other than the Called Party’s Service
Provider

5.134 Supply-side substitution could potentially come from an existing or new entrant
Service Provider that has the necessary infrastructure, resources and expertise
to supply FVCT. However, for such Service Providers to terminate calls to an
FSP’s subscriber, the called party’s number would need to be capable of
facilitating FVCT by either the called party’s home network or the network of the
Service Provider now supplying the FVCT alternative. To do this, the originating
Service Provider would need to have the ability and incentives to control the
routing of the call to either the called party’s home network or the network of
the alternative FSP. This would also require terminating Service Providers to
provide the technical capability to do so on their networks, along with any other
necessary systems developments (e.g. billing systems etc.).

5.135 In order for effective supply-side substitution to occur, the called party would
also need to be sensitive to the cost faced by the calling party when calling
them. This is because some agent must be capable of recognising that a SSNIP
in termination rates has occurred, and responding accordingly by switching to
an alternative provider of FVCT services. Given the CPP principle, it is the
calling party’s network which bears the cost of the SSNIP in FTRs. Accordingly,
the called party must be able to observe the calling party’s costs to decide
whether it is economically rational to switch to a supply-side substitute. For the
reasons set out in Section 4,4 ComReg considers that this awareness is likely
to be low.

5.136 It is ComReg’s preliminary view that the current inability of an originating
Service Provider to switch the terminating network from the home network of
the called party to another network is likely to mean that such supply-side
substitution would not pose an effective constraint on the price-setting
behaviour of a HM FVCT supplier. ComReg considers that it is unlikely that a
Service Provider terminating calls faces sufficient incentives for it to engage in
the necessary network and other technical developments and to co-operate
with potential competitors in order to facilitate the development of effective
supply-side substitutes with a view to bypassing its network. Furthermore, as
noted in the discussion of end user awareness and sensitivity in Section 4
above, called parties are unlikely to be sufficiently aware of/sensitive to the
costs others face when calling them to maintain multiple subscriptions with
different Service Providers for the purpose of availing of the most cost effective
FVCT arrangement.

411 See paragraph 4.50 above.
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5.137

5.138

5.139

5.140

5.141

Other considerations (FVCT and MVCT)

ComReg sets out and analyses below a number of other considerations
relevant to the definition of both the FVCT and MVCT product markets.

Self-Supply of WVCT

The question arises as to whether self-supply by a vertically-integrated supplier
of WVCT - including FVCT - should be included in the relevant market, and
whether such self-supply is likely to sufficiently constrain a HM supplier of
WVCT from setting its termination rates above the competitive level.

It is ComReqg’s preliminary view that a Service Provider’s self-supply of WVCT
does not fall within the Relevant FVCT Market (or Relevant MVCT Market),
given that the conditions of competition associated with self-supply differ from
those associated with the supply of WVCT to other undertakings, and the
technical infeasibility of one Service Provider terminating calls to subscribers of
another Service Provider. As a result, self-supply is unlikely to constrain a HM
Service Provider’s termination rate-setting behaviour in supplying WVCT to
other Service Providers.

In the discussion of wholesale supply-side substitution above,*2 ComReg has
already considered whether potential sources of self-supply from existing/new-
entrant Service Providers other than the HM WVCT supplier would act as an
effective constraint in respect of calls to numbers for market definition purposes
and has found that it would not.

The question also arises whether a HM Service Provider’s termination rate-
setting behaviour in supplying WVCT to other Service Providers would be
constrained by its own supply of termination in providing ‘on-net’ calls. Such a
HM Service Provider is unlikely to raise the price+: of self-supplied ‘on-net’
termination given that it would likely result in an increase in its retail prices and
potentially make its own services less attractive,”¢ compared to those of
competitor Service Providers. Because of this, the Service Provider’s incentives
regarding the price of ‘on-net’ self-supplied termination are different to those in
relation to the price of off-net WVCT supplied to other Service Providers:

412 See paragraph 5.113 above.

413 As noted above, homogeneous conditions of competition and a common pricing constraint exist in the
supply of WVCT by Service Providers. In view of this, Service Providers do not generally differentiate
termination rates according to the subscriber number called. One divergence to this approach relates to
termination rates for ‘on-net’ calls, i.e. a Service Provider’s self-supply of termination for the purpose of
facilitating on-net calls.

414 To the extent that a Service Provider’s subscribers would respond to increases in retail prices, the
Service Provider has the ability to price discriminate through the use of differential on-net tariffs and, in
the case of businesses, offer discounts for calls to particular users etc.
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5.142

5.143

5.144

5.145

(@) Wholesale purchasers of WVCT services may in turn be direct competitors
of the supplier of WVCT services at retalil level. Hence, the supplier does
not have the same commercial incentives to minimise the costs of ‘off-net’
WVCT (whereas for on-net WVCT it does).

(b) A Service Provider increasing termination rates associated with the supply
of WVCT to other undertakings raises its competitors’ costs and impacts
their retail prices. ComReg considers that any consequential indirect
constraints coming from the retail market are unlikely to sufficiently impact
the terminating Service Provider’s termination rate-setting behaviour.

In view of the above, itis ComReg’s preliminary position that, having regard to
the circumstances of this particular market analysis, the self-supply of WVCT
should be excluded from the Relevant FVCT Market (and Relevant MVCT
Market) definition from a product perspective. ComReg has considered the
implications of excluding self-supply from the Relevant FVCT Market for the
efficacy of the SMP obligations which it proposes to impose, and has set out its
preliminary views in this regard in Section 8 in its assessment of the proposed
Non-discrimination and Price Control obligations.+

Overall Preliminary Conclusion on FVCT Product
Market(s)

It is ComReg’s preliminary view that there are not likely to be any effective
demand-side or supply-side substitutes to FVCT supply within the timeframe of
this market analysis. ComReg has also considered the strength of any indirect
constraints from the retail market on FVCT and has set out its preliminary view
in Section 44 that they are similarly likely to be insufficient to act as an effective
competitive constraint.

It is ComReg’s preliminary view that the wholesale FVCT product market
therefore consists of:

“the provision by an FSP of a wholesale FVCT service to other Service
Providers from the nearest point to the End User or level on that
terminating FSP’s network at which incoming voice calls can be
handed over for termination to Geographic Numbers,+7 and in respect
of which that FSP is able to set the FTR.”

ComReg considers that the above definition is sufficiently flexible yet clear
enough to identify the Relevant FVCT Market over the timeframe of the current
review.

415 As set out in greater detail at paragraphs 8.48 to 8.60 and 8.98 to 8.173 below.
416 As set out in paragraphs 4.182 to 4.243 and 4.246 to 4.248 above.

417 The current definition of a Geographic Number in the Numbering Conditions of Use is a number from
the National Numbering Scheme where part of its digit structure contains geographic significance used
for routing calls to the physical location of the network termination point (‘NTP’).
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5.146 As noted above, this definition is independent of the underlying technology and
encompasses all network technologies which facilitate (existing and/or future)
offers by FSPs of FVCT for incoming calls to subscribers utilising Geographic
Numbers, and where they have the ability to determine FTRs in respect of such
FVCT services within the lifetime of this market review.s

5.147 Technically speaking, FVCT is provisionally defined as the nearest point to the
end user, or level on the terminating network at which calls can be handed over
for termination (i.e. on a traditional PSTN network this would be at the primary
exchange) of the Geographic Number for which the call is destined.

5.148 Accordingly, it is ComReg’s preliminary view that the FVCT services offered by
the Group A and Group B FSPs listed below (and in Annex 5) fall within the
above description and their supplies of FVCT are consequently each
considered to form a Relevant FVCT Market for the purposes of this market
review.

Table 15: List of Group A, B and C FSPs

Eircom Magnet Networks BlueFace

BT Ireland

o Telcom Modeva Networks
Communications

Equant Network Services

Vodafone Ireland In2com .
International
: . Dialoga Servicios
Verizon Ireland Finarea SA Interactivos
Virgin Media Ireland Viatel Ireland Intellicom Ireland
PlanNet 21 Voxbone SA Magrathea

Telecommunications

Airspeed Communications

Colt Technology Services

Procom Voice Solutions

Imagine Communications | I.P. Telecom

Ltd, t/a Speechpath

418 In respect of the list of existing Service Providers identified as providing FVCT for the purposes of this
review this includes any of the listed Service Provider’s subsidiaries and any undertaking which it owns
or controls and any undertaking which owns or controls it, and its successors, affiliates and assigns.
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5.149 Furthermore, it is recognised that the FSPs that supply FVCT may vary over
the lifetime of this market review. Where any new-entrant FVCT suppliers (e.g.
such as the Group C FSPs listed in Annex 5) indicate formal plans (including
relevant timelines) to provide/charge for FVCT over the current review period,
while the particulars of each case will be considered, ComReg proposes to rely
on the current detailed assessment in coming to a view on whether such new-
entrant FVCT suppliers meet the above criteria for consideration as a Relevant
FVCT Market in their own right and, thus, whether a competition assessment
should be carried out. ComReg will confirm the latest position on Group C'’s
intentions prior to the issuing of its final Decision arising from this Consultation
and update its analysis accordingly.

FVCT Geographic Market

5.150 In this subsection ComReg considers the geographic scope of the Relevant
FVCT Markets. The European Commission has noted that the relevant
geographic market is

........ an area in which the undertakings concerned are involved in
the supply and demand of the relevant products or services, in which
area the conditions of competition are similar or sufficiently
homogeneous and which can be distinguished from neighbouring
areas in which the prevailing conditions of competition are appreciably
different.”

5.151 Having regard to the FVCT product market definition, ComReg proposes to
define separate Relevant FVCT Markets in respect of the FVCT services
provided by each individual FVCT supplier. The rationale for defining the
Relevant FVCT Market(s) according to the scope of each individual FSP’s
Geographic Numbers builds on the approach taken in the 2007 FVCT Decision
and the 2012 FVCT Consultation that individual markets exist corresponding to
the scope of each individual FSP’s termination network, while recognising that
the scope of an FSP’s overall physical network may not completely correspond
to the precise scope of control over FVCT to the assigned number ranges. For
the purposes of the present market review, “voice call termination on individual
public telephone networks at a fixed location” is taken to encompass all FVCT
services provided by each FSP in respect of Geographic Numbers utilised by
their subscribers. Hence, this ‘number-based’ definition of FVCT also inherently
reflects the geographic dimension of those services (i.e. the geographic market
corresponds to the (combined) locations of all subscribers using Geographic
Numbers and in respect of which the FVCT supplier has the ability to set/control
the FTR for calls to Geographic Numbers).

419 European Commission Notice on Market Definition, paragraph 8.
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5.152 Defining the relevant market according to the scope of an FSP’s FVCT services
to Geographic Numbers further recognises the homogeneous conditions of
competition and the presence of a common pricing constraint underpinning the
delivery of FVCT by each FSP in respect of calls to Geographic Numbers. In
terms of calls to end users the current conditions relating to the supply of FVCT
by an FSP do not differ (nor are they likely to) on the basis of the particular
Geographic Number or location of the subscriber called. FSPs supplying FVCT
in respect of calls to end users do not generally differentiate their FTRs on the
basis of the particular Geographic Number/subscriber called. The FTR is the
same irrespective of the Geographic Number/subscriber called and altering this
position would likely involve substantial investment in billing systems and
potential technical difficulties.

Supply of FVCT with respect to calls originated
abroad

5.153 FSPs terminate calls originated both domestically and abroad as part of their
business. Similarly, FSPs in other jurisdictions will terminate calls originated on
Irish networks. ComReg considers that the provision of FVCT services by an
FSP to its Geographic Numbers located in the State includes the provision of
such services to originating and transiting providers, regardless of whether they
are located in Ireland or abroad, given that the same FVCT service is provided
to any service provider from a functional and technical perspective, regardless
of their location.#

Preliminary conclusion on wholesale FVCT
geographic market

5.154 On the basis of the above analysis the geographic scope of each Relevant
FVCT Market is thus defined by the scope of each FSP’s FVCT offering in
respect of calls to its Geographic Numbers. Itis ComReg'’s preliminary view that
the geographic scope of the wholesale Relevant FVCT Markets is thus
consistent with each FSP’s (combined) FVCT offering to Geographic Numbers
utilised by subscribers at their respective fixed locations.

420 A proportion of incoming international calls is routed by means of Transit. Depending on their sight of
the originating number, terminating FSPs may not be able to determine the origin of internal calls
terminated to them by means of Transit. Accordingly, data in respect of FVCT of calls originated abroad
are incomplete.
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Overall preliminary conclusion on the Relevant
FVCT Markets

5.155 Having regard to the above analysis, it is ComReg’s preliminary view that the
Relevant FVCT Markets consist of:

‘the provision by a FSP of a wholesale FVCT service to other Service
Providers from the nearest point to the End User or level on that
terminating FSP’s network at which incoming voice calls can be
handed over for termination to Geographic Numbers, and in respect
of which that FSP is able to set the FTR.

The geographic scope of the Relevant FVCT Market(s) corresponds
to the geographic coverage of each individual FSP’s network.”

5.156 For the avoidance of doubt:

(@)

(b)

This is a technology neutral market definition and the use of the term ‘FSP’
in the above context is intended to refer to any Service Provider supplying
the FVCT services concerned, irrespective of the underlying technology
(i.e. wired or wireless); and

‘Other Service Provider’ includes any authorised undertaking,+: whether
located in the State or in another jurisdiction.

5.157 Having regard to the above market definition, it is ComReg’s preliminary view
that the following separate Relevant FVCT Markets exist for the purposes of the
present FVCT market review:

Wholesale FVCT supplied by Airspeed Communications Unlimited;
Wholesale FVCT supplied by Blue Face Limited;

Wholesale FVCT supplied by BT Communications Ireland Limited;
Wholesale FVCT supplied by Colt Technology Services Limited;
Wholesale FVCT supplied by Dialoga Servicios Interactivos, SA;
Wholesale FVCT supplied by Eircom Limited,;

Wholesale FVCT supplied by Equant Network Services International
Limited,;

Wholesale FVCT supplied by Finarea SA,

Wholesale FVCT supplied by Imagine Communications Ireland Limited;
Wholesale FVCT supplied by Intellicom Ireland Limited;

Wholesale FVCT supplied by Internet Protocol Telecom Limited;

421 Pursuant to Regulation 4 of the Authorisation Regulations (European Communities (Electronic
Communications Network and Services) (Authorisation) Regulations 2011 (S.l. No. 335 of 2011).

204



Market Review FVCT & MVCT ComReg 17/90

5.158

e Wholesale FVCT supplied by In2tel, a business name of In2com Limited;
e Wholesale FVCT supplied by Magnet Networks Limited;

e Wholesale FVCT supplied by Magrathea Telecommunications (Ireland)
Limited;

e Wholesale FVCT supplied by Modeva Networks Unlimited;

e Wholesale FVCT supplied by PlanNet 21 Communications Limited (or, for
the avoidance of doubt, its 100% owned subsidiary, 3Play Plus Limited);

e Wholesale FVCT supplied by Telcom Limited;

e Wholesale FVCT supplied by Verizon Ireland Limited,;

e Wholesale FVCT supplied by Viatel Ireland Limited;

e Wholesale FVCT supplied by Virgin Media Ireland Limited,;
e Wholesale FVCT supplied by Vodafone Ireland Limited; and
e Wholesale FVCT supplied by Voxbone SA.

ComReg intends to keep the Relevant FVCT Markets under review, following
the adoption of its Decision arising from this Consultation, having regard to
technological and other developments which may lead to the emergence of any
potentially effective demand-side and/or supply-side substitutes.

Q. 4. Do you agree with ComReg’s preliminary conclusions on the
wholesale FVCT product market and geographic market
definition assessment? Please explain the reasons for your
answer, clearly indicating the relevant paragraph numbers to
which your comments refer, along with all relevant factual
evidence supporting your views.

Defining the Relevant MVCT Market(s)

5.159

5.160

Having assessed and defined the Relevant FVCT Markets, ComReg now
assesses the definition of the candidate Relevant MVCT Markets, employing a
similar methodological approach. The European Commission, in its 2014
Recommendation on relevant product and service markets within the electronic
communications sector, has established that the wholesale MVCT market is
susceptible to ex ante regulation, defining the market as:

‘Wholesale voice call termination on individual mobile networks.”

In defining Relevant MVCT Markets, ComReg takes the provision of a MVCT
service by an individual MSP as its starting point (i.e. calls terminated by a MSP
to its subscribers’ mobile numbers).

205



Market Review FVCT & MVCT ComReg 17/90

5.161 Aswas the case in the retail market, ComReg begins its analysis by considering
a narrow candidate wholesale service involving the provision of a MVCT service
for the purpose of completing a call to a mobile subscriber. From here, ComReg
examines whether this narrow product market should be broadened to include
other wholesale products or services, taking account of any effective demand-
side and supply-side substitutability considerations.

What is a Mobile Voice Call Termination (MVCT)
Supplier?

5.162 In the context of identifying an MVCT candidate product, it is first necessary to
consider what constitutes an MVCT supplier.

(@)

(b)

(©)

Firstly, an MVCT supplier is an MSP that must be capable of providing
MVCT for the purpose of completing incoming calls to its subscribers at
non-fixed locations, i.e. while the subscriber may be in motion and
irrespective of the subscriber’s location. To do this, a MSP must have
access to spectrum that is capable of being used to support such mobility.
MSPs that do not have direct access to spectrum can conclude
commercial agreements with mobile network operators (‘MNOs’) to
provide wholesale mobile virtual network operator (‘MVNO’) call
conveyance (origination and, depending on circumstances, also Transit
and termination+22) and other services on their network, thereby enabling
mobile services to be offered in the absence of direct access to spectrum.

Secondly, in order to provide call termination services an MVCT supplier
must be interconnected with at least one other network. Absent this, all
calls would effectively be on-net and no external MVCT service would be
provided. Given that MVCT is essentially a wholesale interconnect
service, it follows that the supplier of MVCT should have the ability to set
the associated MTRs for the relevant service. While traditional MNOs (i.e.
those MSPs allocated with spectrum providing mobile services) have the
ability to set the level of the MTR, the ability of an MVNO to do so will
depend on the commercial relationship with its host MNO.422

Thirdly, calls to mobile users are routed to mobile networks according to
mobile network routing codes, with final routing and switching of the call
effectively based on individual subscribers’ mobile numbers. In doing so,
the terminating MSP will need to ascertain the location++ of the mobile
user and, following any necessary authentication, hand the call over to the
user’s handset. MSPs providing call termination, therefore, control access
to end user call recipients through their assignment of mobile numbers.

422 Full MVNOs provide their own termination services, whereas reseller MVNOs do not.

423 For example, TMI, Lycamobile, Virgin Media and iD Mobile (all hosted on Three’s network) determine
their own MTR, whereas Postfone (hosted on Vodafone’s network) does not determine its own MTR.

424 Typically, subscriber locations are identified through the Home Location Register (‘HLR’).
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5.163 ComReg acknowledges that it may be possible to use other means to route
voice calls to mobile subscribers, for example a mobile VolP-to-VolP call over
a data network (rather than a circuit switched connection) can involve the use
of identifiers such as email addresses or IP addresses. However, these services
do not currently involve interconnection.

5.164 ComReg'’s preliminary view is that the starting point for the MVCT product
market definition is that it includes the following characteristics:

e tinvolves interconnection between networks;

e it involves call termination for the purpose of completing voice calls to
subscribers/mobile numbers assigned to an individual MSP, which implies
that control of the subscriber’'s mobile number has been assigned (or
transferred) to an individual MSP; and

e the supplier of MVCT should have the ability to set and control the
associated charges (MTRs) for the relevant MVCT service.

Should MVCT be defined at the network or individual subscriber level?

5.165 In taking the above starting point, ComReg could seek to define a narrow
product market involving the provision of MVCT by a MSP at an individual
subscriber level (identified by their mobile number). However, given
homogeneous conditions of competition and the presence of a common pricing
constraint2 for call termination to all subscribers of a particular MSP, ComReg’s
preliminary view is that the starting point for the definition of the Relevant MVCT
Markets should include the provision of MVCT to all subscribers of an individual
MSP 426

Is MVCT part of a wider mobile services market?

5.166 ComReg has also considered whether the Relevant MVCT Markets are part of
a broader cluster market which incorporates a range of retail and/or wholesale
mobile services, for example, where mobile subscribers purchase a bundle of
retail services (such as access, calls and SMS) and mobile termination.

425 MSPs supplying MVCT do not differentiate their MTRs on the basis of the mobile number/subscriber
called. The MTR is the same irrespective of the mobile number/subscriber called and altering this position
would likely involve substantial investment in billing systems and technical challenges. An exception
arises in the case of numbers ported from one MSP to another MSP. In such instances, a higher MTR is
levied to account for the extra costs involved in terminating to a number which was originally associated
with another network, and subsequently ported by means of MNP.

426 Note that this does not mean that the supply of MVCT for one subscriber/mobile number is a substitute
for the supply of MVCT to another subscriber/mobile number on another network, as neither will constrain
each other's MTRs.
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5.167 It is also worth noting that MVCT is a wholesale service which is purchased by
other Service Providers as a standalone service, i.e. at wholesale level, it does
not form part of a bundle together with other interconnection services, such as
origination and termination, unless it is sold with Transit. Accordingly, MTRs
increase the costs faced by FSPs and rival MSPs, rather than the terminating
MSP itself.

5.168 Were such a broad bundled market to exist, the MSP would not be able to
increase its MTRs above the competitive level without reducing the price of
other services in the bundle to maintain the overall bundle price as, absent such
reductions, sufficient subscribers would likely switch to purchasing the bundle
from another MSP in response to an increase in the bundle price.

5.169 MSPs do not compete at the retail level on the basis of the price of incoming
calls (although lower on-net than off-net pricing, where it exists, may reflect
some degree of differentiation). As of September 2017, billpay plans offered by
eir Mobile, iD Mobile, Virgin Media and TMI did not distinguish in any way
between on-net and off-net calls, while in the case of Lycamobile, Vodafone,
and Three, cheaper plans tend to offer limited off-net minutes but unlimited on-
net minutes, while more expensive plans offer unlimited on-net and off-net
minutes.

5.170 In view of the above, ComReg does not consider that the price of wholesale
MVCT is likely to be constrained by bundled services. It is ComReg’s
preliminary view that the Relevant MVCT Markets are standalone product
markets and do not incorporate other services.

What range of numbers should be included in the Relevant MVCT
Market(s) for calls to end users at mobile locations?

5.171 In considering the scope of the MVCT product market, ComReg has considered
the range of numbers associated with the provision of MVCT. Calls to mobile
numbers typically involve calls to end users and are typically terminated by the
MSP controlling the switching, routing and completion of the incoming call to
the subscriber's mobile number. At the wholesale level, call termination to
mobile numbers is currently priced on a CPNP basis, as described above.+” At
the retail level the operation of the CPP principle in the case of calls to mobile
numbers contributes to a disconnect between the choice of making/paying for
a call (including the associated MTR) which is determined by the calling party,
and the choice of the MVCT supplier which is determined by the called party.
This removes an important pricing constraint on the MVCT supplier in question.

427 See paragraph 5.36 above.
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5.172 Since the 2014 Recommendation defines the relevant market as WVCT on
individual mobile networks, ComReg takes the number range most frequently
involved in supplying inbound call services to such end users (i.e. mobile
numbers) as its candidate product for the definition of the Relevant MVCT
Market, and assesses whether calls to other number ranges should form part
of this relevant wholesale market.

5.173 The Numbering Conditions of Use, as may be amended from time to time,
define Mobile Numbers in the following terms:
“Mobile Numbers shall have the digit structure “mobile network access
code (08X) + 7-digit subscriber number”, where X is a number from 3
to 9 incl. s
5.174 Accordingly, at a minimum, the Relevant MVCT Markets include the range of
mobile numbers having the mobile network access codes 083, 084, 085, 086,
087, 088 and 089, as may be amended by ComReg from time to time.

Is MVCT to numbers other than 08x numbers part of the Relevant MVCT
Market(s)?

5.175 The Numbering Conditions of Use lists ten classes of number, as follows:#

(a) Geographic Numbers;

(b) Non-Geographic Numbers;

(c) Freephone numbers;

(d) Shared Cost numbers;

(e) Mobile numbers;

(f)  Nomadic numbers;

(g) Premium Rate Service Numbers;
(h) Universal Access numbers;

(i) Internet Access numbers; and

()  ‘Bursty’ Traffic numbers

5.176 Class (e) has already been identified as falling with the Relevant MVCT Market,
while Classes (a) and (f), as well as emergency 112/999 numbers fall within the
Relevant FVCT Markets. ComReg is of the preliminary view that the remaining
classes of numbers fall to be excluded from the Relevant MVCT Markets, as
they are not numbers associated with the provision of MVCT.

428 At section 4.5.1.

429 See Section 4 of the Numbering Conditions of Use.
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5.177

5.178

5.179

Mobile numbers, by definition, facilitate mobility in the sense that users may
make and receive calls on their mobile phone from various locations, and while
in transit. VASPs, on the other hand, are typically located at fixed locations.
Accordingly, calls to VASP numbers (typically, Classes (c), (d) and (h) above)
are unlikely to require that routing of the call be carried out by reference to
mobile network or routing codes.

Even if a call to a VASP number necessitated the provision of MVCT and the
levying of an MTR, such numbers would likely fall to be excluded from the
relevant market due to the operation of differing competitive constraints on
VASPs having regard to the revenue sharing characteristics of such calls, and
as set out in greater detail in paragraphs 5.39 to 5.50 above.

Preliminary Conclusion on Number Ranges in Relevant MVCT Market(s)

On the basis of this analysis, ComReg takes the preliminary view that the
Relevant MVCT Market includes the provision of MVCT services to all mobile
numbers, as the term is defined in the Numbering Conditions of Use, as may
be amended from time to time. Currently there are 8 authorised undertakings in
the State which have been assigned mobile subscriber numbers by ComReg
(although one undertaking — Liffey Telecom — is a wholly-owned subsidiary of
Three, whose numbering assignments are allocated to TMI).43

Is the Relevant MVCT Market technology neutral?

5.180

ComReg approaches market definition from a technology neutral perspective+:
and it is ComReg’s view that there should be no differences in the treatment of
MVCT on the basis of whether a MSP terminates a voice call employing 3G,
4G, 5G#2 or other mobile technology standards. Similarly, ComReg is of the
view that WiFi calling, such as the Eir WiFi calling product launched in May
2017+ falls within the Relevant MVCT market, so long as the WiFi call attracts
an MTR when terminated. WiFi calling makes use of mobile numbers (rather
than any other identifiers) for the purposes of call routing, and acts as a
complement to, rather than a substitute for, traditional mobile connectivity,
particularly in circumstances where mobile coverage is poor. In these respects,
ComReg considers WiFi calling to be sufficiently similar to other mobile
technology standards that it should fall within the Relevant MVCT Market.

430 Lycamobile, iD Mobile, Virgin Media, Liffey Telecom, Eircom, Vodafone, Three & eir Mobile.

431 In accordance with Regulation 16(1)(a) of the Framework Regulations.

482 ComReg notes that it is unclear whether, within the lifetime of this market review, 5G based mobile
services could emerge, as common 5G standards are not expected to be globally agreed before 2019.
On a forward looking basis, however, ComReg sees no reason to treat this technology differently.

433 hitps://www.eir.ie/opencms/export/.content/pdf/terms/EirWiFiCallTermsandconditions.pdf
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5.181

5.182

5.183

5.184

5.185

5.186

5.187

Neither MSPs nor FSPs currently differentiate their retail charges for calls to
mobiles on the basis of whether the called party is on a 3G, 4G or other
technology employed by the terminating MSP. Even if they were to do so, it is
not clear how a calling party would know what underlying technology supported
the call to the called party or indeed, determine the basis of the technology to
be used to terminate the call. Rather, the terminating MSP decides whether the
call is terminated on its 3G or 4G network, and the same would likely hold in
future in the case of 5G networks.

Similarly, no MSP charging a MTR does so having regard to the underlying
network technology/standard used in its supply of MVCT. Indeed, it is not
immediately clear to ComReg that an MSP, in providing MVCT on its network
faces an incentive to compete with itself in the supply of termination, i.e. while
it may be technically feasible for the same MSP to have different MTRs for 3G
and 4G calls, were an MSP to offer 3G mobile termination it is unlikely to act as
a sufficient competitive constraint on its 4G termination rates (and vice versa)
given that it would, in effect, be competing with itself.

ComReg’s preliminary view, therefore, is that the definition of MVCT product
markets should be on a technology-neutral basis.

Is MVCT delivered over Voice over Internet Protocol (‘VolP?) technology
in the same Relevant MVCT Market as MVCT using traditional voice

technology?
As noted above, a key development since the last review has been the growth

of VolP. ComReg considers VoIP services according to three broad categories:
Managed VolP, Partially-Managed VolP and Unmanaged VolIP services.

(i) Managed and Partially-Managed VolP Services

Having regard to the increasing uptake of VolP services, ComReg considers
whether MVCT to mobile numbers using VolP technology forms part of the
Relevant MVCT Market(s). ComReg assesses whether the competitive
characteristics underpinning the wholesale supply of MVCT to mobile numbers
over both Managed and Partially-Managed VolP, and PSTN technology
respectively justify their inclusion in the same Relevant FVCT market(s).

Managed and Partially-Managed VolP Services may fall within the Relevant
MVCT Market(s) if they satisfy the three MVCT criteria set out above.
ComReg’s preliminary view is that such services do not satisfy all three of the
criteria, and therefore fall to be excluded from the Relevant MVCT Market(s).

Firstly, an MVCT supplier must have direct access to spectrum as an MNO, or
commercially-negotiated access as an MVNO. No Managed or Partially-
Managed VolP service provider appears to satisfy this criterion. Furthermore,
while numerous such providers have been assigned geographic or 076
numbers by ComReg, no such provider has been assigned mobile numbers.
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5.188

5.189

5.190

5.191

5.192

5.193

Secondly, an MVCT supplier must have the capacity to set or control MTRs.
According to the openeir Switched Transit Routing and Price List (STRPL), no
VoIP service provider currently levies an MTR.

Accordingly, VolP Service Providers do not have mobile number assignments,
and do not levy MTRs. On the basis of the above analysis, ComReg is of the
preliminary view that the competitive conditions underlying the provision of
MVCT using Managed or Partially-Managed VoIP technologies is not
comparable to the provision of MVCT services using PSTN technology. It is
therefore proposed that MVCT provided over Managed and Partially-Managed
VoIP technology be excluded from the Relevant MVCT Markets.

(ii) Unmanaged VolP Services

As set out in paragraph 5.88 above, ComReg is of the preliminary view that
calls originated and terminated on an Unmanaged VolP service are not in the
Relevant FVCT Market. Applying this analysis to the MVCT Market mutatis
mutandis, ComReg is of the preliminary view that calls originated and
terminated on Unmanaged VolP services are not in the Relevant MVCT Market.

Pursuant to the Numbering Conditions of Use, rights of use for mobile numbers
may only be granted to MNOs or MVNOSs. Accordingly, an OTT Unmanaged
VolIP Service Provider may not make use of mobile numbers unless it has been
first authorised as an MNO or MVNO.

A further consideration in respect of OTT Unmanaged VoIP is the possibility of
OTT bypass, whereby a call intended to be completed by means of MVCT by
an MSP is, instead, completed on the OTT’s platform. In this way, the ‘intended’
terminating Service Provider does not provide the termination service and
cannot charge a termination fee.

The underlying premise of OTT bypass is that it is an interference in the
intended interconnection of a call between an originating Service Provider and
a terminating MSP (and, where required, a transit operator) by an OTT operator
which is not entitled to terminate the call. An OTT operator, in completing a call
initiated on a fixed or mobile telephone does not, in ComReg’s preliminary view,
provide a MVCT service for the purposes of this Consultation for the following
reasons, as set out in detail at paragraph 5.162 above:

e The OTT provider does not set and control the MTR for providing such a
service — and no such OTT provider is currently authorised by ComReg to
do so, or listed on the openeir STRPL as providing an MVCT service in
return for an MTR charge;

e The OTT provider does not control the called party’s mobile number.
ComReg has not assigned any mobile number ranges to an OTT provider
nor, to the best of ComReg’s knowledge, have the Rights of Use to any
such number ranges been transferred to an OTT provider; and
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5.194

5.195

5.196

5.197

5.198

e The OTT provider does not have direct access to spectrum for the purposes
of completing incoming calls, nor has it concluded MVNO arrangements (to
the best of ComReg’s knowledge) with any MNO.

Preliminary Conclusion on VolP technoloqgy

ComReg’s preliminary view is that calls made on Managed, Partially-Managed
or Unmanaged VolP services fall outside the relevant market where no MVCT
service is required, and no MTR is levied.

Is MVCT using fixed technology in the same relevant market as MVCT
using traditional voice technology?

A development since ComReg’s previous market review in 2007 has been the
development of fixed-mobile convergence, whereby voice services are
delivered using elements of both fixed and mobile telephony. As set out at
paragraph 5.94 above, call termination delivered via mobile technology in
respect of calls to end users at a fixed location has been increasingly identified
by NRAs in other Member States as part of their Relevant FVCT Market(s).

However, while voice calls to a Geographic Number may be picked up on a
mobile device, the converse does not necessarily follow: operators do not offer
the facility for a voice call to a mobile number to be picked up on a Geographic
Number. In respect of call answering — and, therefore, of call termination — fixed-
mobile convergence tends to be unidirectional.

Preliminary Conclusion on fixed technology

Accordingly, it is ComReg’s preliminary view that it is, at this stage,
unnecessary to further consider whether MVCT using fixed technology in the
same relevant market as MVCT using traditional voice technology, given that
this form of fixed-mobile convergence does not appear to currently be offered
by Service Providers. However, ComReg recognises that it is possible that
fixed-mobile convergence may in future allow for the completion of calls to
mobile numbers by means of fixed technology. In that eventuality, ComReg
would ensure that it takes an approach which is consistent with its appraisal of
fixed-mobile convergence as it applies to the completion of calls to Geographic
Numbers, and which is described in detail in paragraph 5.94 above.

Preliminary Conclusion on Candidate MVCT Product
Market
Having regard to the above, ComReg’s preliminary view is that the candidate

MVCT product market, being the starting point from which the issue of any
effective wholesale substitutes is considered, is one which:

e involves the provision of MVCT for the purpose of completing incoming
voice calls to subscribers’ mobile numbers that have been assigned to an
MSP; and
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e involves interconnection and is provided by a MSP (irrespective of whether
it is a MNO or an MVNO) which has the ability to set/control the MTR; and

e is technology neutral and does not differ according to whether MVCT is
provided over 3G, 4G, 5G, WiFi, or other underlying mobile technology.
5.199 It is ComReg’s preliminary view that the candidate MVCT product market
consists of:

‘the provision by an MSP of a wholesale MVCT service to other
Service Providers for the purpose of terminating incoming voice calls
to mobile numbers,+4 and in respect of which that MSP is able to set
the MTR”

5.200 ComReg considers that the product market features proposed above capture
the essential characteristics of the narrowest MVCT candidate product market.
ComReg now goes on to consider whether this definition should be expanded
in light of the availability of effective wholesale demand-side and wholesale
supply-side substitutes.

MVCT Demand-Side Substitution

5.201 In carrying out an MVCT demand-side substitution analysis, ComReg follows
the principles already set out at paragraphs 5.101 to 5.104 above in respect of
the FVCT demand-side substitutability analysis.

Retail indirect demand-side substitutes

5.202 Given that the demand for MVCT is derived from demand at the retail level,
ComReg has also considered in Section 4 whether there are, or are likely to be,
(within the timeframe of this review) any indirect demand-side constraints
coming from the retail market that could impact upon the Relevant MVCT
Markets. ComReg’s preliminary view was that such constraints were unlikely to
have a material impact on the Relevant MVCT Markets.

5.203 Given the presence of the CPP principle, at the retail level, called parties are
not likely to be sensitive to the costs faced by the calling party, and indirect
constraints from the retail market are, therefore, unlikely to sufficiently constrain
a SSNIP in MTRs. Accordingly, the cost faced by the calling party is not one of
the main reasons considered by consumers when choosing a MSP .42

434 As defined in the Numbering Conditions of Use as “a Non-Geographic Number that is used as part of
a mobile service”.

435 According to Red C Market Research 71% of domestic mobile phone consumers indicated that they
never considered the cost to the calling party of making a call to their mobile number. 2016 Consumer
MVCT Market Research, slide 91.
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5.204 In particular, ComReg does not consider Unmanaged VoIP services (such as
Skype or WhatsApp) to be sufficiently effective wholesale demand-side
substitutes for MVCT, having regard to the weakness of the indirect constraint.
In Section 4,4 ComReg considered whether a VolP-to-VoIP call was likely to
pose an effective indirect competitive constraint on MTRs and expressed the
preliminary view that it does not.

Wholesale demand-side substitutes

5.205 The pricing by MSPs of MVCT (as reflected both in MSP responses to ComReg
SIRs, and in the MTRs set out in the openeir STRPL)#7 suggests that MTRs
tend not to respond to pricing stimuli other than regulation. In particular,
ComReg notes that all 2012 SMP MSPs currently set their MTRs at the
maximum of the permissible regulated rate, although each MSP is free to set
its MTRs below this rate, if it wishes to do so. Secondly, ComReg notes that
neither Virgin Media nor iD Mobile are currently regulated, and are therefore
free to set their MTRs at levels other than the regulated rate.«¢ Each of these
MSPs levies an MTR in excess of twice the regulated rate, since they are not
subject to the requirement to reduce MTRs annually set out in the 2016 MTR
Decision.43

5.206 The pricing responses of both the 2012 SMP MSPs and the Unregulated MSPs
indicate that the levels of MTRs are driven by regulation, rather than by
responses to other factors, such as the constraint created by potential demand-
side substitutes. Notably, the Unregulated MSPs currently charge higher MTRs
than the 2012 SMP MSPs. Over the time period covered by the information
sought in the SIRs (2013 to 2016), MTR prices set by the 2012 SMP MSPs
remained static at 2.6¢ per minute, while termination volumes and revenues
increased over the same time period.

Preliminary View on Wholesale Demand-Side
Substitution

5.207 Having regard to the above, it is ComReg’s preliminary view that there are
currently no effective or sufficiently immediate demand-side substitutes for
MVCT, and this position is not likely to change within the timeframe of this
market analysis.

436 At paragraph 4.208 to 4.220.

437 Available online at http://www.openeir.ie/WorkArea/DownloadAsset.aspx?id=4253

438 As set out in greater detail at paragraph 3.76 and 3.77 above.

439 Mobile Termination Rates: Response to Consultation 14/29 and Supplementary Consultation 15/19
and Decision Document
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MVCT Supply-Side Substitution

5.208 In carrying out an MVCT supply-side substitution analysis, ComReg follows the
principles already set out at paragraphs 5.113 to 5.121 above in respect of
FVCT supply-side substitutability. In this section, ComReg considers the
possibility of supply-side substitution under the following headings:

e Responses to Statutory Information Requests (SIRS);
e Entry of New MSPs; and
e Entry to the MVCT market through Other Technologies.

5.209 Readers should also refer to the analysis set out above at paragraph 5.137 in
respect of ‘Other considerations’, which are common to the supply-side
substitutability assessment of both FVCT and MVCT.

Responses to Statutory Information Requests

5.210 In their responses to SIRs issued by ComReg, none of the respondent MSPs
indicated the presence of actual or potential effective wholesale MVCT supply-
side substitutes, although Meteor referred to eir’'s response concerning the
potential impact of OTT voice suppliers such as Skype. ComReg’s views in this
respect are set out at paragraph 5.127 above.

Entry of New MSPs

5.211 ComReg has considered whether supply-side substitution could also arise from
the entry of new (MNO or MVNO) MSPs into the Relevant MVCT Market.

5.212 In the cases of potential new entry by an MSP (either as an MNO or an MVNO),
and as with MVCT supply-side substitution from an existing MSP, the same
issues regarding access to called party handset/SIM card details (and
associated technical issues) and called party sensitivity to cost arise. It is
ComReg’s preliminary view that such matters are likely to mean that the entry
of new MSPs (other than providing termination for subscribers on their network)
would not facilitate the provision of an effective alternative to the provision of
MVCT by an existing MSP. New entry could not overcome the termination
bottleneck of completing an off-net call to a subscriber of an MSP.

5.213 Technical issues associated with the ability to hand over calls may also arise,
as may technical difficulties in accessing the called party’s handset/SIM card
details, given that a new MSP is unable to access the subscriber of another
mobile network in order to terminate a call to that subscriber. The called party’s
lack of sensitivity to the costs faced by the calling party is also a factor which
would undermine the degree of any substitution at the retail level.4

440 For further information, please refer to paragraph 4.85 above.
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5.214 Accordingly, ComReg’s preliminary view is that supply-side substitution from
the entry of new MSPs is unlikely to effectively constrain the price-setting
behaviour of a HM supplier of MVCT. ComReg is not, at this time, aware of any
future developments that would lead it to alter its view.

Entry to MVCT through Other Technologies

5.215 Supply-side substitution could also come from other wireless networks such as
Wideband Digital Mobile Data Service (‘WDMDS’), Fixed Wireless Access
(‘FWA”), WiFi or other wireless networks. Such networks could also potentially
allow for the provision of MVCT services which directly compete with MSPs
currently offering MVCT.

5.216 The three WDMDS licenses granted by ComReg to authorised operators are
no longer ‘live’+ and, accordingly, WDMDS does not, or could not potentially,
act as an effective supply-side substitute in the absence of one or more
WDMDS licence holders.

5.217 WiFi network coverage tends to be localised and geographically limited,
particularly in comparison to the coverage provided by MSPs. Moreover, recent
moves by Eircom to introduce mobile WiFi calling position WiFi calling as a
complement to, rather than a substitute to, traditional mobile technology:

“eir WIFi Call is a service which allows you to make and receive calls
and SMS over any WiFi connection. This should allow customers to
make and receive calls and SMS in poor or no mobile coverage
areas.”

5.218 In this way, WiFi calling is presented as augmenting existing mobile telephony
technology, particularly in areas with poor coverage, and not as presenting a
viable supply-side substitute, particularly given that access to WiFi calling will
only be available in small localised areas where WiFi access is available. In
sharp contrast to traditional mobile coverage, WiFi calling does not afford
ongoing coverage while a calling or called party is mobile, and coverage by
means of WiFi will cease once the user exits the (relatively small) footprint of
the WiFi network to which they are connected.

5.219 While coverage of FWA networks is more extensive than WiFi, they are sitill
limited when compared to that provided by MSPs. Technical issues associated
with the ability to hand over calls as mobile subscribers move between WiFi
cells or FWA areas may also arise, as may technical difficulties in accessing
the called party’s handset/SIM card details. The called party’s lack of sensitivity
to the costs faced by the calling party is also a factor which would undermine
the degree of any substitution at the retail level.+4

441 https://www.comred.ie/industry/radio-spectrum/licensing/statistics/

442 For further information, please refer to paragraph 4.85 above.
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5.220

5.221

5.222

In view of the above, potential supply-side substitution from FWA, WiFi or other
wireless networks is unlikely to effectively constrain the price-setting behaviour
of a HM supplier of MVCT.

ComReg has also considered whether a move to IP interconnection (rather than
traditional circuit switched interconnection) would impact on the Relevant
MVCT Markets from a supply-side perspective. IP interconnection facilitating a
VolP call, where the call is handed over between MSPs (or between FSPs and
MSPs) as a data stream and possibly terminated to a subscriber’s IP address
(rather than a mobile number#:), could act as a competitive constraint on the
provision of MVCT. However, this would require changes to the existing
underlying interconnect arrangements between Service Providers, as well as to
the associated charging regime. For example, Service Providers would require
network/switching investments and the associated interconnect charging
arrangements*+ would need to change and impose a competitive constraint on
MVCT charges.

Based on the information available to ComReg, supply-side substitution from
IP interconnection (and associated changes to charging arrangements) is not
likely to occur within the short to medium term period following the completion
of this market analysis and would not be likely to act as an effective competitive
constraint on the price setting behaviour of a HM supplier of MVCT. This
position may change in future in light of the emergence of such interconnection
arrangements and their impact on the Relevant MVCT Market and, should this
arise, ComReg will consider its position.+s

443 However, for the avoidance of doubt, the provision of MVCT by an MSP over an IP network that still
involves access to the subscriber's mobile number (and for which the MSP has control over the MTR
which is levied according to current arrangements) would still be considered to fall within the Relevant
MVCT Market, given that it exhibits the same economic bottleneck.

444 For example, a move to IP interconnection that still involves the imposition of a termination charge
may not impose a constraint, given that the economic bottleneck is similar to that which currently exists.

445 There is no obligation on operators to offer IP voice interconnection in the State. See Table 1 of the
BEREC 2015 Case Studies on IP-based Interconnection for Voice Services in the European Union,
available online at http://berec.europa.eu/eng/document register/subject matter/berec/reports/5579-
case-studies-on-ip-based-interconnection-for-voice-services-in-the-european-union
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5.223

5.224

ComReg has considered whether a move to IP interconnection (rather than
traditional circuit switched interconnection) would impact on the Relevant
MVCT Markets from a demand-side perspective. IP interconnection facilitating
a VolIP call, where the call is handed over between MSPs (or between MSPs
and FSPs) as a data stream and possibly terminated to a subscriber's IP
address (rather than a Mobile Number+s), could act as a competitive constraint
on the provision of MVCT. However, this would require changes to the existing
underlying interconnect arrangements between Service Providers, as well as to
the associated charging regime. For example, Service Providers would require
network/switching investments and the associated interconnect charging
arrangements*” would need to change and impose a competitive constraint on
MVCT charges.

Based on the information available to ComReg, supply-side substitution from
IP interconnection (and associated changes to charging arrangements) is not
likely to occur within the short to medium term period following the completion
of this market analysis and would not be likely to act as an effective competitive
constraint on the price-setting behaviour of a HM supplier of MVCT. This
position may change in future in light of the emergence of such interconnection
arrangements and their impact on the Relevant MVCT Market and, should this
arise, ComReg will consider its position.

OTT bypass

5.225

5.226

ComReg is aware of the possibility of OTT operators bypassing MVCT, as
noted in paragraph 5.122 above. The central premise of this conduct is that an
OTT provider terminates calls to a mobile number onto its OTT platform, without
the knowledge or agreement of the originating Service Provider, or the
‘intended’ terminating MSP.

At the retail level, this means that a mobile subscriber receives an incoming call
originated on a Service Provider's network, and intended to be terminated on
the subscriber's MSPs’ network, via their OTT app, rather than via their MSP
network. At the wholesale level, the call is originated on a Service Provider’s
network, but is terminated onto an OTT app, rather than onto the intended
terminating MSP’s network. This means that MVCT is not required, and no MTR
is accordingly levied by the ‘intended’ terminating MSP, as it is bypassed. The
‘intended’ terminating MSP is therefore deprived of a revenue-generating
opportunity to charge an MTR.

446 For the avoidance of doubt, the provision of MVCT by an MSP over an IP network that still involves
access to the subscriber’'s Mobile Number (and for which the MSP has control over the MTR which is
levied according to current arrangements) would still be considered to fall within the Relevant MVCT
Market, given that it exhibits the same economic bottleneck.

447 For example, a move to IP interconnection that still involves the imposition of a termination charge
may not impose a constraint, given that the economic bottleneck is similar to that which currently exists.
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5.227 One MSP, [, has indicated to ComReg that there are revenue
impacts arising from the existence of OTT services, and that it has experienced
‘call hijacking’, which is the expression it uses for OTT bypass.4#

5.228 Viber+s has been granted a patent which was published in May 2016 in respect
of technology which it describes as follows:

“This invention relates to a method of seamlessly connecting over-the-
top and traditional telecommunication network networks including
receiving by a telecommunications service provider from a calling
party a dialled number of a called party; communicating by the
telecommunication service provider the dialled number to an over-the-
top servicer provider; checking by the over-the-top service provider
whether it can terminate the call; and communicating the checking
results to the telecommunication service provider, wherein the
telecommunication service provider is capable of rerouting the call in
case of failure in a manner that is seamless to both the calling party
and the called party. s

5.229 This operation appears to resemble OTT bypass but has some differences.
After it is checked whether Viber can terminate the call, the originating Service
Provider is informed of the outcome, so that it can reroute the call in the event
that Viber fails to terminate the call.

5.230 ComReg'’s preliminary view is that this development in itself is unlikely to pose
an effective supply-side constraint on termination rate-setting behaviour in the
lifetime of this market review. ComReg notes that, in correspondence with
MSPs, only one MSP alluded to its customers having experienced OTT bypass.
ComReg has not become aware, either through its own research or through the
SIR responses, of OTT bypass occurring regularly in the case of Irish RMVC
subscribers. Accordingly, it appears that the presence of OTT bypass is limited.
ComReg further notes that it has not encountered meaningful evidence that
suggests that MSPs are altering their MTRs in response to a potential
competitive threat arising from OTT bypass. For these two reasons, ComReg
is of the preliminary view that OTT bypass does not, at this stage, represent a
credible and effective supply-side substitute for MVCT. The development and
commercialisation of such technologies in future may, however, require
ComReg to revisit these views.

48 [< | made this comment in a meeting with the ComReg Market Analysis team in May 2016,
without providing further details. However, in its September 2016 SIR response, it made no reference to
the issue of OTT bypass.

449 www.viber.com.

450 us Patent 9,491,284, available online at http://patft.uspto.gov/netacgi/nph-
Parser?Sectl1=PTO2&Sect2=HITOFF&u=%2Fnetahtm|%2FPTO%2Fsearch-
adv.htm&r=8&p=1&f=G&I=50&d=PTXT&S1=viber&OS=viber&RS=viber
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Preliminary View on Supply-Side Substitution

5.231 Having regard to the analysis in paragraphs 5.208 to 5.230 above, ComReg’s
preliminary view is that no effective or sufficiently immediate supply-side
substitutes currently exist, or are expected to exist for MVCT. This position is
unlikely to change in the lifetime of this market analysis.

Overall Preliminary Conclusion on MVCT
Product Market(s)

5.232 It is ComReg’s preliminary view that the wholesale MVCT product market
therefore consists of:

‘the provision by an MSP of a wholesale MVCT service to other
Service Providers for the purpose of terminating incoming voice calls
to mobile numbers,*: and in respect of which that MSP is able to set
the MTR.”

5.233 ComReg considers that the above definition is sufficiently flexible yet clear
enough to identify the economic bottleneck in the MVCT market.

5.234 As noted in paragraphs 5.215 to 5.220 to the extent that other wireless networks
(or other similar technologies) could facilitate the offer by a MSP of a wholesale
service for the termination of incoming calls to its own subscribers, and having
regard to whether they utilise mobile numbers and their ability to determine their
own MTRs, such MSPs are likely to face similar abilities and incentives to
existing MSPs when setting their actual MTRs.

5.235 As a consequence, it is ComReg’s preliminary view that mobile termination
offered in these circumstances would likely fall within the wholesale MVCT
product definition above. The definition is, therefore, technology neutral and
includes MVCT provided over technology including 2G, 3G, 4G, 5G, WiFi, and
any other technologies which satisfy the market definition requirements set out
above.

MVCT Geographic Market

5.236 In this subsection ComReg considers the geographic scope of the Relevant
MVCT Markets. The European Commission has noted that the relevant
geographic market is

........ an area in which the undertakings concerned are involved in
the supply and demand of the relevant products or services, in which
area the conditions of competition are similar or sufficiently
homogeneous and which can be distinguished from neighbouring

451 As defined in the Numbering Conditions of Use, a Mobile Number means a non-Geographic Number
that is used as part of a mobile service.
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5.237

5.238

5.239

5.240

5.241

areas in which the prevailing conditions of competition are appreciably
different.s2

For similar reasons to the FVCT market, ComReg considers that, given a
common pricing constraint and the homogeneity of conditions of competition,
the wholesale Relevant MVCT Markets are each likely to be national markets,
the boundaries of which are defined by the geographic coverage of each MSP’s
network. Having considered the responses to ComReg’s SIRs, the reasons
supporting a national geographic market are that MSPs:

¢ have national network/service coverage;s:

e do not differentiate MTRS based on the location*# of the mobile subscriber,
i.e. MTRs are geographically uniform; and

e do not differentiate MTRs based on the underlying network standards
deployed in particular geographic locations.

Termination of calls originated abroad
In its 2012 MVCT Decision, ComReg stated (at paragraph 5.91) that:

“‘ComReg’s position is that each of the wholesale MVCT product
markets are defined as follows:

“The MVCT product markets consist of the provision by a mobile
service provider of a wholesale service to other undertakings for the
purpose of terminating incoming voice calls to mobile numbers in
respect of which that mobile service provider is able to set the MTR”

Footnote 210 in the quote above states:

“For the avoidance of doubt, the MVCT Consultation noted in
paragraph 5.77 that ‘other undertaking’ includes any undertaking,
whether this be an undertaking located in the Republic of Ireland or in
another jurisdiction.”

ComReg considers that the provision of MVCT services by an MSP to its mobile
numbers located in the State includes the provision of such services to
originating providers in Ireland or abroad, given that the same MVCT service is
provided to any service provider from a functional and technical perspective,
regardless of their location.

ComReg has accordingly explicitly defined the Relevant MVCT Market to
include termination provided to all other undertakings, regardless of their
geographic location.

452 European Commission Notice on Market Definition, paragraph 8.

453 All retail MSPs have coverage to at least 99% of the population and to over [§<-] of the geographic
area of the State. MVCT is provided in all these areas.

454 This includes the location of the calling party or called party.
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Preliminary conclusion on wholesale MVCT
geographic market

5.242 It is ComReg’s preliminary view that the geographic scope of the Relevant
MVCT Markets corresponds to the geographic coverage of each individual
MSP’s network, bearing in mind that each MSP may offer services on its own
network as an MNO or, pursuant to contractual agreement, on an MNO’s
network, in the case of an MVNO. For the reasons set out above, the extent of
this coverage is, in each case, national.

Overall preliminary conclusion on the
Wholesale Relevant MVCT Markets

5.243 Having regard to the above analysis, it is ComReg’s preliminary view that the
Relevant MVCT Markets consist of:

“the provision by a MSP of a wholesale MV CT service to other Service
Providers for the purpose of terminating incoming voice calls to mobile
numbers,** and in respect of which that MSP is able to set the MTR.

The geographic scope of the Relevant MVCT Market(s) corresponds
to the geographic coverage of each individual MSP’s network.”

5.244 For the avoidance of doubt, ‘other Service Provider above includes any
undertaking,¢ whether this be an undertaking located in the State or in another
jurisdiction.

5.245 Having regard to the above market definition, it is ComReg’s preliminary view
that the following separate markets exist for the purposes of the present MVCT
market review:

e Wholesale MVCT supplied by eir Mobile, a business name of eircom
Limited,;

e Wholesale MVCT supplied by iD Mobile (a business name of Carphone
Warehouse Ireland Mobile Limited);

e Wholesale MVCT supplied by Lycamobile Ireland Limited;
e Wholesale MVCT supplied by Tesco Mobile Ireland Limited,;

455 As defined in the Numbering Conditions of Use, a Mobile Number means a non-Geographic Number
that is used as part of a mobile service.

4% Pursuant to Regulation 4 of the Authorisation Regulations (European Communities (Electronic
Communications Network and Services) (Authorisation) Regulations 2011 (S.I. No. 335 of 2011).
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e Wholesale MVCT supplied by Three Ireland (Hutchison) Limited;+s
e Wholesale MVCT supplied by Virgin Media Ireland Limited; and
e Wholesale MVCT supplied by Vodafone Ireland Limited.

5.246 Given the definition of the Relevant MVCT Markets, neither Postfone nor
Blueface fall within the scope of a Relevant MVCT Market, given that they do
not charge, nor do they currently have the ability to set, an MTR. However, were
they to do so (or have the ability to do so), then ComReg considers that there
is a strong case to be made that Postfone and Blueface would fall within the
definition of the Relevant MVCT Market.

5.247 ComReg intends to keep the Relevant MVCT Markets under review, following
the adoption of the Decision arising from this Consultation, having regard to
technological and other developments which may lead to the emergence of any
potentially effective demand-side and/or supply-side substitutes.

Q. 5. Do you agree with ComReg’s preliminary conclusions on the
wholesale MVCT product market and geographic market
definition assessment? Please explain the reasons for your
answer, clearly indicating the relevant paragraph numbers to
which your comments refer, along with all relevant factual
evidence supporting your views.

457 ComReg considers that the provision of wholesale MVCT by Liffey Telecom Ltd is included in the
provision of wholesale MVCT by Three, as both Three Ireland (Hutchison) Limited and Liffey Telecom
Ltd form part of the broader CK Hutchison Holdings Limited group. ComReg notes that arrangements
concerning Liffey Telecom may change following the clearance by the CCPC in July 2017 of Tesco
Ireland Holding’s acquisition of Three’s ownership share in Tesco Mobile Ireland. ComReg also considers
that 48, as a business name of Three Ireland Services (Hutchison) Limited, with no separate legal identity,
falls within the definition of Three Ireland Services (Hutchison) Limited, set out in the draft Decision
Instrument.
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6 Competition Analysis and
Assessment of Significant Market
Power in Relevant FVCT Markets and
Relevant MVCT Markets

Framework for Assessing SMP

6.1 Having defined the Relevant Termination Markets in Section 5, ComReg must
determine whether each Relevant Termination Market is effectively competitive,
having regard to whether or not any of the Service Providers operating on those
relevant markets has Significant Market Power (‘SMP”).

6.2 The European Regulatory Framework for electronic communications networks
and services has aligned the concept of SMP with the competition law definition
of dominance first advanced by the European Court of Justice in United Brands
v. Commission:s

“The dominant position referred to [by Article 102 of the Treaty on the
Functioning of the European Union] relates to a position of economic
strength enjoyed by an undertaking which enables it to prevent
effective competition being maintained on the relevant market by
affording it the power to behave to an appreciable extent
independently of its competitors, customers and ultimately of its
consumers.(EMPHASIS ADDED)

6.3 Article 14(2) of the Framework Directive® effectively mirrors this definition of
dominance, stating that:

“An undertaking shall be deemed to have Significant Market Power if,
either individually or jointly with others, it enjoys a position equivalent
to dominance, that is to say a position of economic strength affording
it the power to behave to an appreciable extent independently of
competitors, customers and ultimately consumers.” (EMPHASIS
ADDED)

6.4  Arising from this definition, ComReg assesses whether SMP exists on the
Relevant Termination Markets in accordance with the framework established
by the European Commission. The European Commission’s SMP Guidelines,
of which ComReg is required to take utmost account,+° refer to a range of
criteria that may be considered by NRAs when seeking to establish whether an
undertaking has SMP on a relevant market.

458 Case 27/76 United Brands v European Commission [1978] ECR 207, Paragraph 65.
459 Which is transposed into Irish law by means of Regulation 25(1) of the Framework Regulations.

460 In accordance with Regulation 25(2) of the Framework Regulations.
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6.5

6.6

6.7

The SMP Guidelines also note that very large market shares give rise to a
presumption of dominance:

“According to established case-law, very large market shares - in
excess of 50% - are in themselves, save in exceptional
circumstances, evidence of the existence of a dominant position. An
undertaking with a large market share may be presumed to have
SMP, that is, to be in a dominant position, if its market share has
remained stable over time. s

Market shares in excess of 50% give rise to a rebuttable presumption of SMP.
However, the SMP Guidelines also state“z that the existence of a high market
share alone is not sufficient to establish the existence of SMP; rather it means
that the undertaking concerned might be in a dominant position and this needs
to be considered alongside other potentially relevant criteria for assessing the
existence of SMP, including:

Overall size of the undertaking;

Control of infrastructure not easily duplicated;

Technological advantages or superiority;

Absence of, or low, countervailing buyer power;

Easy or privileged access to capital markets/financial resources;
Product/services diversification (e.g. bundled products or services);
Economies of scale;

Economies of scope;

Vertical integration;

A highly developed distribution and sales network;

Absence of potential competition; and

Barriers to expansion.

The SMP Guidelines also state that:

“A dominant position can derive from a combination of the above
criteria, which, taken separately, may not necessarily be
determinative ¢

461 Paragraph 75 of the SMP Guidelines.
462 Paragraph 78 of the SMP Guidelines.

463 |bid.
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Approach to Assessing SMP in the Relevant
Termination Markets

6.8 ComReg’s approach to assessing whether or not an undertaking has SMP in
the Relevant Termination Markets is to carry out a forward-looking analysis on
the basis of existing and likely future market conditions*+ and to consider a
range of factors that are relevant to these markets. Many of the factors identified
in paragraphs 6.6 and 6.7 above, while presented separately, may in fact be
interrelated, and all available evidence is considered as a whole before a
determination on SMP is made.

Relevant SMP Criteria

6.9 For the purposes of the analysis of the Relevant Termination Markets, ComReg
considers that the following criteria are of most relevance to the assessment of
SMP:

(a) Market shares;

(b) Control of infrastructure not easily duplicated,;
(c) Absence of potential competition; and

(d) Absence of, or low, countervailing buying power.

6.10 ComReg also considers that factors such as historical and likely pricing
behaviour are relevant considerations.

6.11 Other factors identified in paragraph 6.6 above which could be used to indicate
the potential market power of an undertaking have been considered but, for the
reasons set out in Annex 4, are deemed to be of limited relevance for the
purposes of the SMP assessments.

464 Paragraph 20 of the SMP Guidelines states that “In carrying out the market analysis ..... NRAs will
conduct a forward looking, structural evaluation of the relevant market, based on existing market
conditions. NRAs should determine whether the market is prospectively competitive, and thus whether
any lack of effective competition is durable, by taking into account expected or foreseeable market
developments over the course of a reasonable period. The actual period used should reflect the specific
characteristics of the market and the expected timing for the next review of the relevant market by the
NRA. NRAs should take past data into account in their analysis when such data are relevant to the
developments in that market in the foreseeable future.”
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Approach to Existing Regulation

6.12 In markets subject to ex ante SMP regulation an undertaking’s behaviour may
be restricted by way of existing SMP regulatory controls. It is accordingly
necessary to consider the potential ability of the undertaking to exert market
power absent ex ante SMP regulations in the market concerned. To do
otherwise might lead to a circular finding of no SMP on the basis of SMP
regulatory remedies that would cease to exist following a market analysis and,
in the absence of which, the undertaking may be able to exert market power. In
the context of an SMP assessment of the specific Relevant Termination Market,
the key hypothetical questions are:

(@) How the Service Provider in question would be likely to behave in the
markets being assessed if it were free from current or potential SMP
regulatory constraints; and

(b) How the Service Provider in question would be likely to behave in the
market being assessed, having regard to the existence of any SMP and
other obligations in related markets which could impact on the specific
Relevant Termination Market.

Assessment of SMP

6.13 Each of the relevant factors identified above are considered in detail below.
Given an inherent degree of overlap, ComReg proposes to combine its
assessment of these factors under the following three broad headings:

(a) Existing competition in the Relevant Termination Markets - factors
such as market shares, relative strength of existing competitors and
pricing behaviour (discussed in paragraphs 6.15 to 6.21 below).

(b) Potential competition in the Relevant Termination Markets - factors
such as control of infrastructure not easily duplicated, barriers to entry in
the Relevant Termination Markets, and the overall strength of potential
competitors (discussed in paragraphs 6.22 to 6.27 below).

(c) Strength of any countervailing buyer power (‘CBP’) - the constraints
(if any) imposed by any strong buyers of WVCT on the competitive
behaviour of WVCT suppliers (discussed in paragraphs 6.28 to 6.224
below).

465 However, while discounting SMP regulation in the market concerned, following the Modified Greenfield
Approach, other obligations (such as relevant SMP remedies existing in other markets, or obligations
relating to general consumer protection or interconnection) are considered.
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6.14 Noting that there are strong similarities in the characteristics and nature of
competition in the Relevant FVCT Markets and the Relevant MVCT Markets,
ComReg generally assesses these potential constraints on the exercise of SMP
across both sets of markets (collectively, the ‘Relevant Termination Markets’),
except where it is appropriate to separately assess constraints arising only, or
predominantly, on the exercise of SMP in Relevant FVCT Markets or Relevant
MVCT Markets.

Existing Competition in the Relevant Termination
Markets

6.15 In this subsection ComReg considers such factors as the relative strength of
any existing competitors, market shares, and pricing.

Existing Competition

6.16 In Section 5, the Relevant Termination Markets*¢ were defined, such that each
Service Provider identified is the sole supplier of WVCT to its subscribers. This
means that, by definition, Service Providers do not face existing competition on
these markets. In Section 4, ComReg also held that the strength of any indirect
constraints from the retail markets were not likely to be to sufficient to result in
the development of effective competition in the Relevant Termination
Markets.*” ComReg considers that these conditions are likely to persist over
the period covered by this market review.

Market Shares

6.17 Given the relevant market definitions set out in Section 5, each of the Service
Providers identified in paragraphs 5.157 and 5.245 has a 100% market share
in the Relevant Termination Market within which they operate, whether
measured by call termination volumes or call termination revenues. These high
market shares have been maintained over time. There are currently no effective
competitors to the Service Providers operating in each of the Relevant
Termination Markets, and ComReg’s preliminary view is that this position is
likely to persist over at least the medium term.

466 As set out at paragraphs 5.155 and 5.243 above.
467 As set out at paragraphs 4.246 to 4.248 above.
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Pricing Behaviour

6.18 In the absence of any existing (as discussed at paragraphs 6.221 to 6.224
below) effective competitors in the Relevant Termination Markets, ComReg
sets out its analysis of FVCT and MVCT pricing behaviour in the discussion on
CBP below.4# In the absence of any existing or potentially effective demand-
side competitive constraints, the purpose of this pricing analysis is to assess
whether any strong buyers have been, or are likely to be, in a position to
effectively constrain the termination rates set by individual Service Providers
operating in their Relevant Termination Markets, absent regulation.

6.19 ComReg is of the preliminary view that, absent regulation, Service Providers’
pricing of WVCT would not be credibly restricted to the extent that it would
prevent them from behaving, to an appreciable extent, independently of their
competitors, customers and, ultimately, consumers.

Preliminary conclusion on existing competition

6.20 Having regard to the market definition analysis carried out in Section 5 and the
assessment above, it is ComReg’s preliminary view that, absent regulation,
over the medium term:

e High market shares in the Relevant Termination Markets are likely to
persist;

e Threats from existing wholesale competition or indirect retail constraints are
not likely to pose an effective competitive constraint in the Relevant
Termination Markets; and

e Service Providers supplying WVCT accordingly have, and will likely
continue to have, the power to set their termination rates independently of
each other and any competitive constraints.

6.21 As noted earlier, high and persistent market shares, while a strong indicator of
SMP, are not, in themselves, solely determinative as to whether an undertaking
has SMP. ComReg’s preliminary view is that the high market shares and
existing levels of competition are strongly suggestive that, individually, each
Service Provider has SMP on its Relevant Termination Market. However,
ComReg now considers whether other relevant factors might potentially
diminish or undermine this presumption of SMP.

468 As set out at paragraphs 6.221 to 6.224 below.
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6.22

6.23

6.24

6.25

6.26

Potential Competition in the Relevant
Termination Markets

ComReg’'s assessment of potential competition in the Relevant Termination
Markets considers whether entry is likely over the medium term to such an
extent that it would constrain a Service Provider’s ability to act, to an
appreciable extent, independently of its competitors, customers or consumers.
The threat of market entry, where it is credible, probable and timely, may be a
disciplining factor which impacts the behaviour of Service Providers in the
Relevant Termination Markets.

In considering the potential for entry into the Relevant Termination Markets,
ComReg has assessed the factors related to current market conditions set out
at paragraph 6.13 above:

(a) Control of infrastructure not easily duplicated,
(b) Barriers to entry in the Relevant Termination Markets, and
(c) Overall strength of potential competitors.

Entry to the Relevant Termination Markets could hypothetically come from a
number of sources, including:

(a) Existing Service Providers other than the called party’s Service Provider;
(b) New Service Providers; and

(c) Entry through other technologies (including, but not limited to, other
technologies such as fixed wireless access, WiFi and VolIP).

The market definition assessment carried out in Section 54° considered the
possibility of these options emerging as supply-side substitutes in a short
timeframe (within a year), and at negligible cost, and concluded that such entry
was unlikely to impose an effective competitive constraint in this context.
Demand-side substitutes and indirect constraints from the retail market were
also considered to be insufficient to impact the definition of the Relevant
Termination Markets.

ComReg has revisited the above analysis, having regard to possible
developments over the medium term (i.e. over at least the next two years
following the completion of this market analysis) which could materially impact
the SMP assessment. ComReg remains of the preliminary view that, given the
high and non-transitory barriers to entry in each of the Relevant Termination
Markets arising from:

469 As set out at paragraphs 5.125 to 5.126, and 5.211 to 5.214 above.
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(a) The control of resources necessary for termination (such as numbering
ranges, routing and subscriber access);

(b) The control of infrastructure (such as telecommunications networks) which
is not easily replicable, or which requires high levels of capital expenditure
prior to market entry; and

(c) The emergence of effective potential competition within this time horizon
by means of current or emerging technologies being unlikely to sufficiently
constrain competitive behaviour and, therefore, the exercise of SMP.

Preliminary conclusion on potential competition in the
Relevant Termination Markets

6.27 ComReg’s preliminary view is that potential competition in each of the Relevant
Termination Markets is unlikely to provide a sufficiently effective competitive
constraint on the Service Providers operating within these markets and,
consequently, does not undermine the presumption that, individually, each of
the Service Providers listed in paragraphs 5.157 and 5.245 has the power to
behave, to an appreciable extent, independently of its competitors, customers
and consumers.

Countervailing Buyer Power

6.28 In this section ComReg considers whether bargaining power on the buyer side
of the Relevant Termination Markets is likely to impose a sufficiently effective
competitive constraint on the termination rate-setting behaviour of WVCT
suppliers, such that it would credibly restrict their power to behave, to an
appreciable extent, independently of their competitors, customers and
consumers.

6.29 ComReg examines whether a sufficient level of CBP exists such that WVCT
suppliers are unable to sustain termination rates that are above the competitive
level (i.e. the effective exercise of CBP results in termination rates being
constrained to levels that would be achieved in a competitive market outcome).

6.30 The effectiveness of CBP is likely to be highly dependent on the strength of the
bargaining power of the purchaser in termination rate negotiations. In this
regard, the Explanatory Note to the 2014 Recommendation notes*° with
respect to WVCT markets that:

“A market definition for call termination on each network would imply
that currently each network operator is a single supplier on its
respective termination market, which suggests that each operator has
a 100% market share. While a 100% market share provides a very
strong presumption of SMP, in accordance with competition law
principles, a finding that there is no SMP may occur if there is sufficient
countervailing buyer power, which would render any non-transitory

470 Page 32 of Explanatory Note to the 2014 Recommendation.
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price increase unprofitable. This has been taken into account by the
Explanatory Note to the 2007 Recommendation, which stated that the
fact that each operator is a monopolist on its own network does not
automatically mean that it has Significant Market Power, and that the
extent to which countervailing buyer power effectively constrains the
ability of terminating operators to charge excessive termination
charges has to be assessed on a case-by-case basis in the context of
the SMP assessment. As noted in the Explanatory Note to the
Termination Rates Recommendation, termination being a situation of
two—way interconnection where two wholesale termination prices
have to be negotiated, these could potentially be used as leverage in
the negotiations. This would suggest that each terminating operator is
facing a certain degree of bargaining power from its counterparts.
Such reasoning could eventually lead to rates being set at a close-to-
costs level among symmetrical networks. This type of agreement
could however lead to excessive pricing on the termination markets,
thus still allowing for anti-competitive behaviour in the form of e.g.
foreclosure or collusion.”

6.31 The European Commission’s 2009 Enforcement Prioritiess are also
informative on CBP in competition assessments, stating (at paragraph 18) that:

“Competitive constraints may be exerted not only by actual or potential
competitors but also by customers. Even an undertaking with a high
market share may not be able to act to an appreciable extent
independently of customers with sufficient bargaining strength. Such
countervailing buying power may result from the customer’s size or their
commercial significance for the dominant undertaking, and their ability
to switch quickly to competing suppliers, to promote new entry or to
vertically integrate, and to credibly threaten to do so. If countervailing
power is of a sufficient magnitude, it may deter or defeat an attempt by
the undertaking to profitably increase prices. Buyer power may not,
however, be considered a sufficiently effective constraint if it only
ensures that a particular or limited segment of customers is shielded
from the market power of the dominant undertaking.”

6.32 In light of the above, it is ComReg’s preliminary view that effective CBP results
from customers being of sufficient size or importance to the seller, and having
the ability to credibly switch to alternative sources of supply, such that it deters
the seller from profitably increasing its prices. It is also of note that effective
CBP has a broader market impact and does not only result in a limited segment
of customers benefiting from better terms and conditions.

471 Communication from the Commission — Guidance on the Commission's enforcement priorities in
applying Article 82 of the EC Treaty to abusive exclusionary conduct by dominant undertakings (2009/C
45/02) (the ‘2009 Enforcement Priorities’). Available at http://eur-
lex.europa.eu/LexUriServ/LexUriServ.do?uri=0J:C:2009:045:0007:0020:EN:PDF.
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6.33

Framework for CBP Assessment

In assessing CBP, ComReg takes account of the regulatory context and the
economic framework within which a market operates, as well as any other
criteria relevant to the CBP assessment. ComReg describes its CBP
assessment methodology in greater detail at Annex 10.

Requlatory Context for CBP Assessment

6.34

In carrying out an assessment of CBP it is necessary to consider the impacts
of existing or potential future regulation. In this regard, ComReg assesses:

(a) Existing SMP regulation in the Relevant Termination Market under
assessment;

(b) Existing SMP regula