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The Dutch broadband arena

* High network density
—Incumbent network KPN
—Cable covers 94% of households, offering 3-play
—Networks DSL operators cover 50-70% of households
—Qver 40 local FttH initiatives

* High broadband penetration
—29 broadband subscribers per 100 inhabitants
® Q3 2006: nr 4 in the world (Point Topic)
—60% DSL (10% non-KPN) and 40% cable
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The Dutch broadband arena

o Competitive retail broadband internet market
—LLU reqgulated, WBA not regulated

e Significant growth of VoB, decline of POTS
 IP-TV In its infancy

« Consolidation
—Now only 2 major cable operators
—Takeover of ISPs and DSL operator by KPN

* Mobile broadband (Wimax, UMTS) not prominent
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All-IP initiative by KPN

e Construction of a nationwide All-IP multi-service network

o Affects both core (IP / Ethernet) and access network
—VDSL2 on existing sub loop (FttC)
—FttH in new housing developments

e Instalment of NG-DSLAMS in 24.000 street cabinets

 Fibre connecting street cabinets to ~ 150 Metro Core
Locations (MCLS)

e Sale of MDF locations
 First roll out in 2007, ready in 2010
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All-IP initiative by KPN

Access to the All-IP network:

 KPN: All-IP implies the end of MDF access and co-

location services

 KPN: Voluntary commercial open wholesale model

(OWM) ® wholesale broadband access (WBA)

« KPN: Regulated sub loop unbundling + co-location




OPTA’s view on All-IP

o AllI-IP is one of the developments in a changing world
—Also competitors need to reflect on business models

—How long may competition rely on access regulation?

« All-IP is an important and welcome development:
—Incumbent invests in new and efficient technology

—Promise of broader service portfolio, lower prices

e But...




OPTA’s view on All-IP

But:

« MDF access is an important building stone for
present competition in broadband internet and also
more and more for TV and telephony

So:

* Assuming no MDF access, how to preserve and
further stimulate effective and enduring competition
(= infrastructure competition)?




OPTA’s view on All-IP

« VDSLZ2 can be seen as an intermediate step, FttH
seems to be the “endgame”

* Are there sufficient competitive incentives within a
duopoly situation to get to FttH?
—Since both have legacy access networks
—Also in general, duopoly has certain risks of non-
competitive behaviour

 Therefore access regulation is still needed to close the
gap with independent FttH initiatives




Thoughts on All-IP access regulation

« SLU + SDF Backhaul may not be sufficient
—Analysys: prohibitive economies of scale

* No enduring role for MDF access
—Cost per line increases when KPN |eaves the MDF

» Does this leave strict WBA regulation the only option?
—To what extent should Telco be able to control
functionality, capacity and quality of service?
—Regulated at which level in KPN’s network?




Analysys research

* Business case SLU with similar economic viability

as LLU requires a 55% market share of all lines

* With only 10% share, there could be a case for
1000 largest street cabinets, assuming higher

ARPUs (business customers) and regulated tariffs
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Next steps

 New market analysis
—To assess the set of proportionate remedies that

takes All-IP into account
—Draft decisions end Q2 2007

e February 2007: OPTA has called on KPN to propose
solutions that are also acceptable to its competitors

 Finalisation Reference Offer SLU (April 2007)

 Policy guidelines on the conditions for withdrawal of
MDF access (end Q2 2007)
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