Response of Tele2-Versatel to the consultation document “Research on countervailing
buyer power for mobile call termination, the Dutch Case” February 21° 2007

Tele2-Versatel (hereafter T2/VSTL) welcomes the opportunity to respond to the Oxera report.

Please find hereafter a short preliminary reaction to the draft Oxera report. Given that the period
for responding is very brief, this reaction is limited to the parts of the report that T2/VSTL
considers the most important at this moment. T2/VSTL would like to stress that while certain parts
of the report are not explicitly addressed hereafter, this does not imply that T2/VSTL wishes to

give up its rights to act against observations it does not address in this report at a later instance.
1. GENERAL REMARKS
1. Specific MVNO circumstances not taken into account by Oxera,

Recent changes in the market are not sufficiently taken into account. For example, in paragraph
3.1.2 of the report, Oxera states that T2/VSTL is the only MVNO in the Dutch market that controls
the rates charged to other operators for terminating calls and should therefore be distinguished
from other MVNOs active in the Dutch market. However, T2/VSTL has strong indications that at
this it is no longer the only MVNO; amongst others reference is made to Telecompaper's 18
December 2006 report. Oxera fails to support its claim that T2/VSTL is the only MVNO that
controls its MCT rates with evidence. It is not clear to T2/VSTL whether Oxera/OPTA indeed fully
investigated all MVNO activities on the Dutch market. T2/VSTL therefore urges Oxera to conduct

further investigation.
2. Method of research

T2/VSTL doubts whether Oxera's research method can yield valid investigation results.

In particular, T2/VSTL is not convinced that a CBP-research based on questionnaires will provide
a sound foundation. It is for example unclear how the answers to the questions are weighed. One
cannot exclude the possibility that, while filling out the questionnaires, parties give 'calculated
answers', i.e. answering the questions with a view to a desired outcome. Moreover, T2/VSTL has
strong doubts as to how Oxera is able to filter the answer for mistakes or biased answers. As will
be indicated hereafter under 3 regarding (dial up) internet termination rates, Oxera’s conclusions

seem to be derived from answers to the questionnaire that are simply erroneous.



2. REMARKS RELATED TO THE REPORT

Comments related to the conclusions as set out in the executive summary:

1. Page ii: Taking into account all of these factors, no operator that responded to the
questionnaire stated that it would have the incentive to offer a termination rate that was zero or

below costs.

T2/VSTL does not understand this conclusion. T2/VSTL has made it very clear that former
Versatel has always charged FCT rates far below costs. If Oxera only refers to MNO’s then that
should be explicitly mentioned. They should change this in case Oxera refers to FNO’s as well. If
Oxera refers to a hypothetical situation in the future, T2/VSTL would also like to emphasise that it
intends to offer a FCT rate that is at least equal to our cost level to ensure that its business is

sustainable in the long run.

2. Page ii: In the scenario in which neither FNO's nor MNO's are regulated, FNO's incentives are
likely to be similar to those faced by MNQO's, i.e. they would have incentives to set high above

cost termination rates.

T2/VSTL is the only alternative fixed operator that has changed its FCT rates over time; T2/VSTL
offers, as explained above a FCT rate that is far below its cost level. The current wording in the
report does not reflect the actual situation in the market. Even in hypothetical situations the
mentioned situation shall never occur. T2/VSTL believes that charging high FCT rates, i.e. rates
above cost level will not occur; after all, we do not want that the market would perceive the

T2/VSTL network as too expensive.

T2/VSTL would also like to emphasize that it is important to distinguish KPN from the other fixed
operators. One cannot compare FNO'’s in the same way. T2/VSTL therefore stresses that in order
to get a comprehensive and transparent analysis; wherever relevant in the report, Oxera should
distinguish between KPN and other FNO's.

3. Page ii: Such incentives have been seen in the past in the Dutch market when, for example,
FCT rates of unregulated operators increased following the separation of traffic flows (one for

internet and another for telephone calls).



This -presumably real- situation does probably exclusively relate to T2/VSTL; for T2/VSTL Former
Versatel was the only FNO which has made changes in its FCT rates in the past, and was
moreover the only FNO that had a sustainable internet dial in business.

In several procedures KPN has tried to convince OPTA and the courts that T2/VSTL has acted in
the manner described above. KPN uses the argument above to show that FCT rates have been
raised in relation to the internet terminating rates. In order to prove these accusations unfounded
and that KPN's statements are erroneous, T2/VSTL has sent OPTA an overview of the rates
used. T2/VSTL has attached the actual historical terminating rates (non-confidential version) to
this response.”

Our internet terminating rates have, since the split, always been above the level of our voice
terminating rates. T2/VSTL would therefore like to urge Oxera to change this statement

accordingly in the final report.

4. Page ii: Were FNO’s to respond to those incentives, the information provided to Oxera
indicates that MNQO'’s would have the incentives to respond, in order to maintain the net revenue

flows that currently pass from FNQO's to MNQO's.

This -presumably real- situation has never occurred in relation to T2/VSTL. Former Versatel has
raised its rates in the past, from on average 1 cent to 1,4 cents; MNO’s nevertheless never
responded in the way Oxera describes.

When T2/VSTL brought this information to the attention of Oxera, its initial reaction was that the
effect of a rate change of a small operator like T2/VSTL is marginal and that MNQO’s therefore
may have not responded. T2/VSTL urges Oxera to change the statement accordingly, reflecting
the information provided by T2/VSTL. The current wording leads to believe that every rate change
leads to a reaction of MNO's; this is not true. Also in this matter we advise Oxera to distinguish

KPN from other FNQ's in order to make the statement in line with historical information.

5. Page iii: The potential for a market based solution to be reached in which operators charge
reciprocal termination rates is very small, since this would conflict with the incentives faced by

higher-cost operators.

This statement leads to believe that OPTA/Oxera feel that this is the only acceptable outcome of
negotiations. This is not the case. For T2/VSTL there are several possible market based solutions
which could be satisfactory outcomes T2/VSTL wants to be able to charge a FCT rate that it feels
satisfied with; this is not a rate equal to the MCT rates. T2/VSTL would just like to have the

opportunity to negotiate with operators on reasonable rates. Vis-a-vis MNQO'’s this reasonable rate

' The confidential version has already been sent to OPTA via email on the 2™ of March 2007



could be different from the rate charged to KPN fixed, but in either cases, reciprocity is not the
preferred outcome for T2/VSTL. In this respect Tele2 also refers to the situation in the past where

MNOs have reached a market based solution with non-reciprocal rates in the form of a covenant.

6. Page iii 'Countervailing buyer power’

T2/VSTL would like to emphasize that CBP is not only effective if the outcomes would emulate
those in a competitive market in the sense as stated by Oxera: a rate that reflects the underlying
costs, i.e. a rate similar to the cost level of an operator. Oxera refers to the definition of CBP in
chapter 4.2.1. The definitions used there do not bear the observation that the only effective
outcome is a rate similar to underlying costs. In a competitive market it is very likely that rates

occur which reflect but not equal cost level.

7. Page iv: While dispute resolution mechanisms are (...,...) On either MCT rates or FCT rates.

The reference made regarding constraints on FCT rates is erroneous and should be corrected.
The constraint only refers to MCT rates. Furthermore T2/VSTL disagrees with the conclusion that
the dispute resolution and appeal procedure do not have a constraining effect on termination
rates. The threat of regulation and court proceedings do have just that effect on termination rates.
This especially goes if decisions are made with retroactive effect and for the application of

statutory interest for the party that has been overpaying or has been underpaid.

8. Page iv: However, removing FCT regulation does not appear to give any incremental CBP to
FNO's.(...,...) that could affect FNO's more than it would MNO's.

Here again T2/VSTL would like to state that this has been proven to be unfounded in the past.
We come from a situation in which MNO's and FNO's were not regulated (except for KPN). Some
FNOs T2/VSTL have raised its FTC rates, but none of the MNO's have responded by raising its
rates vis-a-vis these FNOs. If Oxera, in this paragraph, only refers to KPN fixed, T2/VSTL would

advise Oxera to mention this explicitly.

9. Page iv and v: In conclusion (...,...) current levels cannot be eliminated.

With regard to this conclusion T2/VSTL would like to reiterate that we come from a situation in
which MCT rates and FCT rates were not regulated (except for KPN). In that situation the level of
FCT rates was not increased significantly above current levels and MCT rates went down due to

the Covenant. Despite the fact that, as OPTA has stated, what happened in the past is not always



a good indication for the future, T2/VSTL believes that operators still can have an understanding
of what would happen in the future. Regarding this conclusion T2/VSTL does not agree with
Oxera's conclusion and would like to emphasize that in a situation in which only MCT rates are

regulated the described risks regarding FCT rates will not occur.

10. In paragraph 5.1: Is price discrimination in termination rates possible? Oxera states :
"Furthemore, from a technical perspective, price discrimination would be possible only if the
terminating network has a direct interconnection agreement with the originating networks.
Otherwise it would be difficult (if not impossible) to identify the network from which calls originate"

T2/VSTL would like to state that differentiation to different originating networks is possible, even
in the situation in which there is no direct interconnection between the two involved networks. T-
Mobile has provided the proof for this in a court proceedings a few years ago. T2/VSTL has
already sent this decision to OPTA. If needed we are happy to resend this decision. In this
proceeding T-mobile has stated that it can differentiate between originated networks even in a
situation where there are no direct interconnections. This distinction can and is being made on
the basis of the so called " A numbers" . These numbers are part of a database from COIN. In
this database a telco can relate this A number to a specific operator and thus can make a
disctinction between different originating networks even in a indirect interconnection situation.
Therefore the conclusion from Oxera at this point is not accurate.

3. CONCLUSION

The broader question related to all of the aforementioned issues is; ‘what should have more value
in a study regarding the question whether operators have CBP: empirical data from the past or a
hypothetical situation? In any case where the two deviate we welcome an analysis of what the
underlying dynamic of this is. It also needs to be noted that in some instances it seems that
empirical data have been taken into account (for instance in the observations on withholding net
termination revenues) and other instances the empirical situation seems to be "overruled" by
desk research without giving a clear understanding why such a theoretical approach is deemed

correct.

T2/VSTL would like to urge OPTA and Oxera, when answering the question whether operators
have CBP in a non-regulated world, to take empirical evidence from the past as a starting point or
at least, in case OPTA/Oxera wishes to deviate from this starting point, give an understanding
why the empirical situation of the past is not applicable to the future. T2/VSTL would also like to
urge OPTA and Oxera to differentiate, when talking about FNO's, between KPN and the other

FNQO’s. One cannot compare FNO's in general in the same way as MNQO's can be compared. The



differentiation between KPN and other FNO's would most certainly lead to different conclusions.

The same applies as regards the specific position of MVNO's vis-a-vis MNO's.

Tele2-Versatel
15 maart 2006



