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|. Market context



NGA coverage
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:i Uptake (an. 2016)

Fast broadband (+ 30 MB) penetration Super fast broadband (+ 100 MB) penetration
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Source: Broadband access in Europe, European Commission, Oct 2016



Investment In electronic communications
S networks

Total investment in networks by the electronic communicatioasctor
% of total revenue
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i Keyrole of multiplay (1/2)

Subscriptions of bundled offers
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Keyrole of multiplay (2/2)

Television

Fixed telephony

Mobile

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

m Unbundled contracts m Bundled contracts

Most consumersduy broadbandandtelevisionservices in
bundled products Standaloneproductsare not
representativeanymore



1 RisIngimportance of mobile
component inbundled offers

Share ofbroadbandcustomersquadrupleplay X 10
A Access to mobile fofixed-only 20% -

playersis/ wasoffered on a : i i
0% - , , .

commercial basis 2010 2011 2012 2013 2014 2015 2016

A Share ofbroadbandcustomers
In 4P hastronglyincreased

100% ~

80% -

A Mobile operatorsneedaccess
to fixed networksto offer full
convergence
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The larger the bundle, the lower the chui

19%

Huishoudens met 2-play huishoudens 3-play huishoudens 4-play huishoudens
ongebundelde diensten

w2015 = 2016

Source: BIPT, situation on the Belgian Communication market 2016, June 2017



Yt High marketconcentration
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In eachcablecoveragearea, Proximusand Vod/Telenet
havenearly 100%combinedmarket sharefor bundled
products(incl. televisionand broadbang
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7220 Alternative operatorsare marginalized(1/2)

BIPT

National market shareresidentialbroadbandusers(Source: BIPT)
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e Proximus — e=fil== Other operators e==ie== Cable operators

...resultingin severalmarket exits and marginal
market share.



7+ Alternative operatorsare marginalized

BIPT (2/2)

Terminated bundled offers:

Major market exitsin a
challenging
environment of strong
vertically integrated
market players

Le 2 opérateur mobile belge
TENTE LA MUTINERIE




More consolidation

11/02/2016 LBERTYGLOBALACQUIRESBASE

THE THIRD MOBILE NETWORK OPERATORIN (A
BhsE] = (B
SELCIUM  felenet

19/06/2017 TELENETGROUP ACQUIRESSFR
BENELUXA BRUSSELBASEINETWORIOPERATQR
BROADENINGITS FOOTPRINTAND MULTIPLAY
COVERAGEBVER3 LINGUISTIREGIONS
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== Proximus/Belgacom Internet Start + Proximus TV + Telephony/Comfort2 + Clas
(60)

— Proximus/Belgacom Internet Comfort/Confort + Proximus TV + Telephony/Favc
Comfort + Classic Line (100)

—=Telenet Whop/Basic Shake (100)

== Telenet Whoppa/Fibernet Shake (200)
===\/0OO Trio un Peu (35)

====\/OO Trio Beaucoup (45)

Yearlyprice increasesof both
bundledandstandalone
productsby cableoperators
and Proximusare causing
Increasedconsumerconcerns
and protests...

ENEST-0e QWL
Jous é5T




e Priceincreaseq?2/2)

BIPT
Evolutionconsumer price index (general) vs
consumer priceselecomproducts
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Consumer price index generat== Mobile telephony

Fixed internet

Telecommunication packs

Priceincreaseon the fixed
services araboveinflation.

Mobile priceshavedropped
significantlyin the same
period.

G ¢ [rigeevolution of telecomproducts
hascontributed heavilyto the differenceof
the overalpricelevel in Belgiumwith
neighbouringcountries Teleconproducts
were responsiblefor 16,7% of the difference
in inflation.

0 Xl 2016,bundledtelecomproducts
playedthe most significantrole in the
differenceof inflation with neighbouring
countries €

- Belgianprice observatoriumstudy,
February2017



EUR PPP/month

Minimum pixce in suras (PPPs corrected)
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Highpricesin international context

Average monthly cost nominal terms (EUR PPP)
Tripleplay offersincluding broadband, television and fixed
telephony (36100 Mbps), including usage cost of 70 calls,

compared withneighbouringcountries (source: BIPT, Q3

2016)
67,71 68,95

o 57,38 ' Highmonthly costsfor multiplay
men | offers includingbroadbandand

— television comparedwith

neighbouringcountries

I I I (BIPTprice study)
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Monthly price of Internet Acccess « Fixed Telephony + TV bundles, by Advertised download speed above 30 and up to 100 Mbps
8E

Pricesof 3P arehigher

than comparedto EU
St i i N : averageprices
T (EC, Digital Scoreboard)
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A New market entry 2016¢ launchesa newmultiplay product
(2P- internet and TV)
A Target of 100kcustomersby EoY2017 (or 3% ofhe total HHwith

bundels)

Increased competition is beginning to show in

All you need is operator’s number s.

Love

== dThereis no question, price increases are getting more
difficult"

Morgan Stanley Report May 2017


https://www.google.be/imgres?imgurl=http://www.techpulse.be/wp-content/uploads/sites/15/2017/02/Orange-Love-750x405.png&imgrefurl=http://www.techpulse.be/nieuws/212051/orange-love-nu-beschikbaar-alles-wat-je-moet-weten/&docid=CyCANUyXbSerpM&tbnid=ej-3Pd-InTyOtM:&vet=1&w=750&h=405&bih=830&biw=1670&ved=0ahUKEwj05dG0z5XWAhVDZVAKHQgPCpwQxiAIFigB&iact=c&ictx=1

Business market

TOTALBUSINESMARKET2016 FXED(DATA+ TELEPHONY
€ 2 MBLDS € 2 MBLEOS

Telenet

Telenet
10-20%

Orange 10-20%

Proximus 10-20%
60-70%

MOUNIIS
70-80%

(INCLUDING&OHO)

OACTIONSNEEDEBFROMBIPT,THEGOVERNMENTTHEEJROPEANOMMISSIOMND BEREQO
PROVIDIMORECOMPETITIONN THEBUSINESBIARKETFORBOTHNATIONAIFIXECDATAAND NATIONAL
FIXED/OICERESPONDENTSDICATEBN AVERAGBFFEWERHANTWORESPONSH® THEIRREQUESTS
FORPROPOSALSMORETHANONEOUTOFFOURORGANISATIONS BELGIUMCAND MAKEA GOOD
CHOICEORNATIONALV/OICEBSERVICEPROXIMUSS DOMINANTFORMOSTSERVICEESPECIALMWHEN
THERESA NEEDTOCONNECWMULTIPLBUSINESSITES® €

-BELTUG MRKETTUDY- “ THEBELGIANBUSINESECT MARKE'T



No effectiveprice competition & highpricelevels

E Riskof consumerharmin absence ofppropriate regulation



Il. Market analysis



Tt 2017market analysis
OBJECTIVES

Avoid creationof pure duopoly situation onretall

Stimulateinvestmentin very high speed networks byncumbents
(Proximus cable) aswell as by alternativeoperators

Createopportunities for a third network operator at least in the
mostdense areas

Improve NGAcoveragen areascurrently with 0 or 1 NGA




sirr Relevantwholesalemarkets2017

\ICERRWITOIEEELEN  ()1n the market copper fibre (P2P and &% ProximussP

|oca| access wCablesnot in themarket(no unbundling
wM3b-1: copper fibre (incl. VUL
M3b - Wholesale QS
CableSMP

centralaccess

w Both marketsincludemassmarketand business

Wholesal€eTV on wWholesaleTV (DVEC oncablenetworks)
cablenetworks wNot in themarket OTT, IPTV, DVIBDVBS

Geographianarketsdefined accordingto operators footprints
Red= new in 2017



lll. Remedies



4 Proposedremedies

BIPT
Market 3a Physical unbundling copper + Copper.cost orientation

FTTH (options consultation)  FTTHfair price- open for
consultation (benchmarkr

commercial agreement; check
with cost model)

Market 3b-2 WBAand Europacketcable Fair price(cf. M3a)

+ complementaryremediessuchase.g nondiscrimination transparency
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Stimulateinvestmentin very high
speednetworks

INPUTOFSECTOREQUESTINREGARDIN&ARIOUPASSIVE
ACCESSBLIGATION(924)

OPTIONIMPOSINGONLYA BITSTREAMCCESSOBLIGATION

NO ACCESOBLIGATIOBETWEERIXEDONFRASTRUCTURE
OPERATOR$ROXIMUSCABLEIN AREASVHERHHEYHAVE
THEIROWN NGANETWORK

REASONABLERICINGCOSTORIENTATION MARGIN INSTEADDF
PURECOSTORIENTATIORORCABLRND FIBERNETWORKS

DE-REGULATIONFMARKET3B-1 IN CASEDFCGINVESTMENT
ON UPSTREAMWIARKETORACTUAIUSEOFPASSIVREMEDY3A)



MDU
Splitters e {5! Qa
manhole X l\ -
Fibres in undergrounduct - T
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s \ Aerialfibres
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ea = Splitters / \
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A  ARCHITECTURBSINTENDEBY PROXIMUS

A Deploymentpartiallyunderground and orfiacades
A two cascadedplitters, noconnectors

» Resultingn a shortdedicatedsection to one user and no mutualisation points
A SUCHAN ARCHITECTURBKESPHYSICAUNBUNDLING/ERYDIFFICULT



Manholeg'Street cabinet
wutualisation Point

Add Fibres or
Sufficient
Ductcapacity

Access
in case
P2P Unbundlingaccess

A OPTIONSFORSUGGESTBBITHCHANGB®FARCHITECTURE
1. Creationof mutualisation poinfor asufficientnumberof homepassed
2. At central officewith P2P architecture



... Otherphysicalaccess options

A OPTIONSUGGESTEBITHOUTCHANGEFARCHITECTURE
1. Ductsharing underground
2. Multifibre aerial(Portugal)
3. Wavelengthunbundling (cf. schemg

Splitters e {5! Qa
manhole % .

. . .-}

Fibres in undergrounduct

CoExistenc&lements

Tobe added
Wavelengthaccess

Aerialfibres
Splitterson wall

_
Bl -ou

e = Splitters
e = ONU




FTTH & VDSilitstream

Regionaloffice Central office Publicspace Endusers

MDFE/ODF
Street cabinet onY |
Distribution
Fibresubloop TEe

Feeder — @
Optical fibre ‘

@ &

Ethernet
switch

Feeder Distribution
' Coppelines Coppersubloop
Main access ' Feeder
) Optical fibre y
Localaccess
@ DSLAM

== 1 Remoteunit ‘
\

~ee ~
NOhandoverdue toremote unit

on single DSLAM



A Hybrid Fibre Coax

Possible iequiped

HEADEND DISTRIBUTION  with Ethernet switch.

Cablebitstream

eeccees
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Fibre: 5-40 OPTICAL TRUNK RF
Kilometres = NODE AMPLIFIER
Main access O 500-2000 5
O Homes Served
DISTRIBUTION
? B>
OPTICAL
_@ NODE
OPTICAL
NODE
OPTICAL
NODE
500-2000

Homes Served

NOhandovemossible due to absence
of activeequipment

PO PP PSP



o Remedies-
Digital TV platformsharing

Incumbent CA Encryption

B — &>

Grooming
and Remux

Incumbent CA
Management

SMS & Billing @

u QAM Modulation

o |

& Upconvert

Headend
(MSO)

Alternativeoperator
CA management

Alternativeoperator network

HFC
Distribution Q

Subscriber wf
@ — Incumbent STB

Y

Subscriber w/
Incumbent STE

@Y

Subscriber wf
Incumbent STE

|:> SMPoperator

‘ Alternativeoperator



BIPT

A 7%HOUSEHOLOSO NOTHAVEA
30 MBPSCOVERAGE

(PARTIALDEREGULATION AREASVITH3
INDEPENDENYGA: &P
INFRASTRUCTURTATISFACTORY
COMMERCIARGREEMENTEG. CG
DEPLOYMENTRUS, JOINTVENTUREOR
USEOFREGULATEPASSIVBCCESS

NO ORLIGHTREMEDIEBORINVESTMENTISI
AREAWITHO OR1 NGA




Next steps

wJuly2017:publicationof the market analysisvith
other media regulators (CRC members)

Preparation

wAsfrom Oct2017: Consultation of markg@liayers
competitionauthority, CRC membeendthe
Consultation EuropeanCommission

w H1 2018publicationof the final market analysis.

Finaldecision

w Implementationof the obligationsby variousfollow-
up decisionssuchas onthe referenceoffer andprice
implementation control remedies.



Annexes



BLRT

m Share subscribers low-end product in customer base 1P/2P BB+TV/3P
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Proximus/Scarlet Telenet

€530 ~waa

Scarlet Trio, het goedkoopste abonnement van Belgie “’m‘m MEMENt SATAT QFoToey

Q@ 7 L 30

o-(- thnerisache) aackd Enelina war, v
S sunae vvrmxmw\‘

TV + NET
75 Mbps’ - 4 Mbps' - 200 Go

48,95€Jmuis

détails tarifs all-in*
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07/2011

11/12/2013

CRC market analysis Decisioron wholesale

on fixed markets

tarrifs cablenetworks

3/09/2013

Decisiomn Reference
offerscablenetworks

Implementation of the 2011 Decision

19/02/2016

Review ofvholesale
tarrifs cablenetworks

3/12/2014 01/03/2016
Court pf appeal‘ejects
objectlonsag_alnstCRC I e ey

ENEIES

Orangedlaunches



