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1. Introduction
1. In the first half of 1999, the national incumbent KPN submitted proposals to the Commission of the
Independent Post and Telecommunication Authority (OPTA) for a change of charges for calls originating
in the fixed network and terminating at phones in mobile networks. KPN’s proposals concerned the
tariffs for terminating calls to subscribers in any mobile network. Tariff changes were called for in the
Commission’s decision of November, 23 1998, reference OPTA/E/98/3217, regarding the level of cost
orientation of KPN’s fixed telephone tariffs. This OPTA decision stipulated that KPN needed to modify the
end-user tariffs for calls from fixed to mobile, if and when the ‘call termination’charges that KPN needs
to pay to mobile operators should be reduced. Call termination charges are charges for completion of a
call which the operator on whose network the call is originated must pay to the operator on whose
network the call is terminated. According to KPN, the proposed tariff changes for calls from fixed to
mobile were based on a reduction of the call termination charges, charged by the different mobile
operators.
2. Based upon article 36 of the “ONP leased lines and telephony” regulations (BOHT) the Commission of
OPTA judges whether proposed tariffs changes are in accordance with the requirements of cost
orientation. Where the Commission finds that a tariff change does not comply, the Commission will
inform KPN within three weeks after reception of the tariff proposal. Within one month the Commission
will then notify KPN that the changed tariff may not be introduced. With regard to the presently
submitted proposals for the changing of tariffs from fixed to mobile, the Commission decided not to give
any binding instructions.
3. After completion of the procedure, mentioned under 2., the Commission found there was no
agreement between KPN and one mobile provider on the call termination charges and the proposed enduser tariffs. Furthermore, the amount that KPN charged in the end-user tariff for the use of its own
network, was disputed.
Partly as a result of this, the Commission now considers it desirable to give a more detailed
interpretation of the way in which “fixed to mobile” charges shall be judged on cost orientation. With
this, the Commission is following the approach advocated by the European Commission and, in that
context is referring to the European Commissions ‘Explanatory note’of September, 10 1999 on ‘Tariff
principles for fixed to mobile calls originating from the fixed network of an operator notified as having
significant market power’.

2. The European Commission’s approach
4. The European Commission indicates that “fixed to mobile” charges are, as a rule, established on basis
of the principle ‘calling party pays’. This means that the fixed-network operator charges its own
subscribers a tariff composed of the charges for call termination on the mobile network and a
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compensation for the delivery of calls via its own fixed network to the mobile operator’s network. The
fixed-network operator sets the tariff for the use of the fixed network and the mobile operator sets the
tariff for the use of its mobile network. As far as fixed-network operators have been designated as party
with significant market power, the tariff for the use of the fixed network (also called ‘retention rate’)
must be cost oriented and in accordance with the principle of non-discrimination. This implies, among
other things, that for comparable use of the fixed network the same ‘retention rate’is applicable. In
conclusion, the European Commission states that the end-user tariff for calls from fixed to mobile
networks are simply no more than the sum of the call termination charge, determined by the mobile
operator and of the retail costs for the use of the fixed network. According to the European Commission,
this last cost item consists not only of the costs of the physical use of the network, but also may include
the costs of billing, of non-payment and of other costs that go with retail services.
5. A further explanation on the views of the European Commission states that the interconnection
Directive 97/33/EC offers the possibility to regulate the mobile operator’s interconnection tariffs. It is
important to note that any possible intervention has to be proportionate to the indicated problem and to
the actual target that is pursued. In particular, the European Commission points out that enforcing a
permanent price control could turn out to be a disproportionately severe instrument for dealing with a
temporary problem. In a self-controlled competitive market, regulation of tariffs of mobile operators
should, in principle, not be applied in such a way that the possibility of price competition is ruled out. In
order to enable mobile operators to employ specific call termination charges that can be used as an
instrument for promoting competition between mobile operators, it is important that the differentiation
of these charges are explicitly expressed in the retail tariffs that the fixed network operator charges to
its subscribers. In this respect, the fixed network operator is under the obligation to sufficiently inform
subscribers of the different tariffs that apply for access to the subscribers of the various mobile
operators. According to the European Commission, users will thereby become more aware of the different
tariffs that are employed by the various mobile operators, which in turn will trigger price competition in
this part of the market.

3. The OPTA Commission’s point of view
3.1

General

6. The OPTA Commission fully approves of the approach of the European Commission as described above.
In view of the above-mentioned proportionality principle, the Commission has, for the time being,
decided not to put one or more mobile operators under the obligation to offer interconnection against
cost oriented tariffs. In the first instance, the Commission wants to leave the realisation of cost based
interconnection tariffs to market forces. However, up to now, market forces in this area have proven to
be of little effect. To encourage market forces, the Commission will take a number of measures that will
improve the conditions for price competition between mobile operators. Firstly, KPN and Libertel will,
under article 6.4, first paragraph, of the Telecommunications Act, both be designated as party with
significant market power on the mobile market. Due to this, they are under the obligations to charge
non-discriminatory interconnection tariffs and to comply with reasonable requests for special access to
their mobile network. For a more detailed motivation supporting this Decision the Commission refers, for
the sake of brevity, to the text of the decision concerned. Secondly, the Commission will give a more
detailed interpretation of cost orientation of fixed to mobile charges, by which more differentiation in
tariffs will come into being, encouraging competition (in price) between mobile operators. The
Commission will examine this further below.

3.2

Determination of “fixed to mobile” charges

7. Based on articles 35 and 36 of BOHT, KPN should determine cost oriented charges for calls from fixed
to mobile networks. In the decision on cost orientation of fixed telephone tariffs, the Commission of
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OPTA compelled KPN late last year to pass on the reduced call termination charges onto the end-user
tariffs. In recent changes of these tariffs the Commission of OPTA had found that there was no direct and
transparent relationship between the end-user tariff and, on one hand, the various call termination
charges that mobile operators charge and, on the other hand, the additional “retention rate” KPN itself
charges for the use of the fixed network. Therefore, it was not clear to mobile operators, beforehand,
what the resulting end-user tariffs would be if a certain call termination charge would be chosen. With
regard to the actual level of end-user tariffs, one would depend in specific cases on the additional
“retention rate” KPN would charge. Together, these unclarities formed a significant obstacle for the
realisation of price competition for tariffs for calls from fixed to mobile networks. Therefore, the
Commission of OPTA decided to set further requirements for the way in which cost oriented end-user
tariffs for calls from fixed to mobile will have to be established.
8. In its decision on the price cap system for KPN’s tariffs for voice telephony 1999 – 2002 of 27
September 1999, the Commission of OPTA already announced to give a more detailed interpretation of
the requirements for cost orientation with regard to the tariffs from fixed to mobile networks. That is
being elaborated in this letter.
9. To encourage price competition in tariffs for calls from fixed to mobile, the Commission considers it
important that mobile operators can influence these tariffs directly and are beforehand aware of KPN’s
end-user tariffs for the different call termination tariffs. For that purpose, they have to be aware of the
‘retention rate’charged by KPN. Also important is that mobile operators know in advance how long it
will take before their tariff changes will take effect on end-users. It should be assured that the tariff
change procedure employed by KPN is clear and the same for everyone.

3.3 Differentiation of fixed to mobile end-user tariffs
10. Direct influence of the mobile operator on end-user tariffs is possible when the call termination
charges that they charge KPN are passed on one-to-one in those end-user tariffs. Thus the principle of
cost orientation is guaranteed, since the costs of terminating a call on a mobile phone are charged to
that user on whose behalf the terminating service is delivered, namely the user of the fixed network.
11. The preceding is closely connected to the fact that direct influence on end-user tariffs is only
possible when it is known beforehand which end-user tariffs apply for which call termination tariffs. For
that purpose KPN must determine exactly which retention rate will be charged in the end-user tariffs to
the different mobile operators. This retention rate must comply with the principles of cost orientation
and non-discrimination. This means, on one hand, that the retention rate must be a reflection of the
costs that are closely connected to the actual use of KPN’s fixed network for conveying a call from fixed
to mobile. On the other hand, the same retention rate will be charged for the same use of the network.
Thus, the retention rate KPN charges in tariffs to the different operators do not have to be uniform., This
should only be the case where the different mobile operators collect calls from the same level and
exactly the same places from the KPN network.
12. The retention rate can be considered as a retail originating tariff dependent on the level in the fixed
network where the call transfer takes place. KPN is allowed to charge this tariff as part of the retail
costs, which is different from the originating tariff that applies for interconnection. Besides the costs for
the physical use of the network it also includes, for instance, the costs of KPN’s sales organisation, costs
for billing and costs for bad debt.
13. KPN needs to inform each individual mobile operator as soon as possible (but not later than two
weeks after the date of this letter) which retention rate, - sufficiently itemised and quantitatively wellfounded- they will individually be charged. KPN needs to provide the Commission of OPTA a copy of the
information concerned. The Commission will then decide whether the related retention rates comply with
the principle of cost orientation.
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14. KPN must take the following into account when establishing the individual retention rates:
a. The level of retention must depend on the extent to which calls to a certain mobile operator on
average occupy KPN’s network, yet must not be higher than the originating tariff on retail basis
(see § 12).
b. The retention rate must be itemised in (1) conveyance (peak and off-peak) and (2) call set-up. Where
the sum of the originating and terminating call set-up charge deviates from KPN’s retail start tariff,
the Commission considers it acceptable that KPN then chooses not to change the retail start tariff at
this stage. Since KPN, in that case, actually charges a too high or a too low call set-up, the
conveyance tariffs must be corrected for this (meaning: lowered or raised, accordingly). KPN needs to
lay down, in an unequivocal calculation rule, the way in which this correction is calculated, so that
mobile operators can, at any time, make certain which conveyance tariff KPN will charge for the
different terminating call set-up tariffs.
15. In summary, one can conclude that end-user tariffs that are accomplished in the aforementioned way
are a direct result from the call termination charge fixed by the mobile operators and the retention rate
fixed by KPN. This can lead to a differentiation of the tariffs that apply to calls originating in the fixed
network to the different mobile operators.
16. In earlier tariff changes, KPN indicated that it cannot offer the differentiation of these tariffs earlier
than December, 1st 1999, because the present fixing of tariffs takes place on the basis of the numbering
series under which the called mobile number falls. Based on this information, a link can be made
between the called number and the operator concerned, from this follows the tariff to be applied. In a
situation where a number is ported, this way of fixing tariffs is not longer sufficient. KPN has indicated
that they will be capable of linking the tariffs to individual numbers from December 1st, 1999 onwards.
In order to guarantee a careful implementation of the reviewed tariffs for calls from fixed to mobile, the
Commission of OPTA considers it to be reasonable for these changes to take effect not later than January
1st, 2000.

3.4

Transparency of tariffs

17. Differentiation of the end-user tariffs will lead to a situation where it will become less clear for endusers, which tariffs will apply to which situation. A greater tariff transparency will be detrimental to a
clear and simple outline of the present tariff structure. Additional conditions must therefore be created
to guarantee that users can know for sure, beforehand, what a certain call will cost.
18. KPN has the obligation to announce its tariffs in an ‘adequate way’. This also applies to tariffs for
calls from fixed to mobile networks. In principle, KPN is free to choose how to achieve this objective, as
long as end-users can know beforehand what they will have to pay for a call to a mobile phone. It is
conceivable that KPN offers the public the possibility to call a toll-free 0800-number to inform the enduser about the cost of calling a particular mobile (06-) number. The Commission of OPTA invites KPN to
make a proposal of the way in which it intends to interpret the requirements of tariff transparency.

3.5

Procedure of changing end-user tariffs

19. KPN’s end-user tariffs for calls from the fixed network to a certain mobile operator can change due to
changes in the call termination charges and/or due to changes in KPN’s retention rates. In order to
guarantee mobile operators an equal point of departure, the Commission of OPTA considers it important
that KPN employs a transparent and non-discriminatory procedure for changing end-user tariffs. That
should prevent any one mobile operator realising a tariff change faster than others.
20. The Commission invites KPN to develop such a procedure that will reasonably do justice to KPN’s own
interest as well as those of the other mobile operators. The procedure must, at least, consist of:
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a. Transparency on retention rates in a broad sense: In which way is this rate specified, at which
moments in time will it be recalculated and how will mobile providers be informed of the applied
retention rate.
b. The time period in which KPN will submit a tariff proposal to the Commission of OPTA for a change in
the end-user tariffs, after having been notified in writing by the mobile operator of a change in the
call termination charges.
21. Before the changed end-user tariffs can come into force, KPN must submit these to the Commission
of OPTA for approval. The Commission then has three weeks to judge the proposed tariffs on cost
orientation. Besides, based on its general terms and conditions, KPN will employ a period of 14 days
between the announcement of tariff changes and the actual introduction of the new tariffs.
22. In order to be able to judge the proposed tariff changes on cost orientation, the proposals that KPN
submits to the Commission for changing the end-user tariffs from fixed to mobile must contain at least:
a. the relevant call termination charges;
b. the relevant retention rate;
c. a well-founded calculation of the retention rate in question;
d. the proposed end-user tariffs;
e. an acknowledgement by the mobile operator with regard to the charged call termination charges.
23. The Commission of OPTA cannot approve the implementation of tariff proposals when such
implementation would cause or prolong a situation, that is inconsistent with the EC-treaty and, in
particular with the competition regulation that is incorporated therein. The Commission does not rule
out that the three-week period mentioned can in recurrent matters be insufficient to judge if the
proposed tariff changes will lead to such a situation.

3.6 Preventing concerted practices
24. In its “Explanatory note” mentioned in the introduction, the European Commission commented on
the fact that concerted (price-fixing) practices between mobile operators and the fixed network operator
must be avoided. Therefore, the European Commission considers it to be of significant importance that
the part of interconnection agreements that deals with the understanding of the actual interconnection
tariff will remain confidential.
25. In this context the Commission considers it particularly important that no exchange of information
will take place between the incumbent and his own mobile subsidiary concerning retention rates or call
terminating charges that have been agreed upon between the incumbent and other mobile operators.
The Commission of OPTA requests KPN to inform OPTA in which way this confidentiality is guaranteed
within KPN.

3.7 Relationship with the price-cap system
26. The new end-user tariffs that will arise for calls from the fixed network to the different mobile
networks, with regard to the retention rates that KPN charges to the individual mobile operators, will be
included in the price-cap system.
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