
Brussels, 28 October 2013

Case No: 74443
Event No: 687486

P6st-Og Fj arskiptastofnun (PTA)
Sudurlandsbraut 4
108 Reykjavik,Iceland

For the attention of:
Mr Hrafnkell V. Gislason
Managing Director

Dear Sir,

Subject: Remedies relating to the wholesale markets for call origination on the
public telephone network provided at ^ 

fixed location and call
termination on individual public telephone networks provided at a fixed
location in Iceland

Comments pursuant to Article 7(3) of Directive 2002l2ltBc (Framework
Directive)l

I. Procedure

On26 September 2013, the EFTA Surveillance Authority (the "Authority") registered a

notification from the Icelandic national regulatory authority, P6st-Og Fjarskiptastofnun
("the PTA"), concerning draft measures relating to the wholesale markets for call
origination on the public telephone network provided at a fixed location in Iceland and for
call termination on individual public telephone networks provided at a fixed location in
Iceland.2

The notifications became effective on the same day. National consultation was carried out,
pursuant to Article 6 of the Framework Directive, in the period from 28 June 2013 to 16

August 2013.

On 17 October 2013, a request for information3 was sent to the PTA and a response was
received on22 October 2013.

1 Directive 2O02l2llEC of the European Parliament and of the Council of 7 March 2002 on a common

regulatory framework for electronic communications networks and services, OJ L 108, 24.4.2002, p. 33 (as

amended by Regulation (EC) No 7 17 12007, OJ L 17 I , 29 .6.2007 , p. 32 and Regulation (EC) No 544/2009 ,
OJ L 167,29.6.2009,p. l2), as referred to at point 5cl of Annex XI to the EEA Agreement and as adapted to

the Agreement by Protocol 1.
2 Corresponding to markets 2 and 3 in EFTA Surveillance Authority Recommendation of 5 November 2008

on relevant product and service markets within the electronic communications sector susceptible to ex ante

regulation in accordance with the Framework Directive, OJ C 156, 9.7.2009,p.18.
3 In accordance with Article 5(2) of the Framework Directive.
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The period for consultation with the Authority and the NRAs in the EEA States under
Article 7 of the Framework Directive expires on 28 October 2013.

Pursuant to Article 7(3) of the Framework Directive, national regulatory authorities
('NRAs") and the Authority may make comments on notified draft measures to the NRA
concerned.

il. Description of the draft measure

[.1. Previous notifications

Under Case No 727964, the PTA carried out its second market review of the wholesale
markets for call origination and call termination on the fixed public telephone network in
Iceland. Following that review, Siminn hf. ("Siminn") was designated as a provider with
significant market power ("SMP") on both markets and Siminn, Vodafone, Nova ehf.,
Simaf6lagi6 ehf. and Hringdu ehf. were designated with SMP on the market for wholesale
call termination services. Specific obligations were imposed on all operators. On market 2,
Siminn was obliged to provide access, including resale access in case of demand. Further,
the obligations of non-discrimination (both with respect to pricing as well as to
interconnection and resale access), transparency and the publication of a reference offer,
accounting separation and price control were imposed on the operator. On market 3, the
PTA obliged the SMP operators, in addition to obligations of access, non-discrimination,
transparency and accounting separation, to apply a symmetrical termination rate,
calculated by the NRA on the basis of a benchmark against termination rates in countries
using the recommended pure BU-LRIC (that is, the bottom-up long-run incremental cost
model) approach.)

11.2. Regulatoryremedies

In the current draft measure, the PTA intends to introduce the following amendments
and/or clarifications to Siminn's reference offer:

Siminn's reference offer for resale access to the public telephone network at a
fixed location is to be amended to include a provision requiring that a new
reference offer or amendments to the reference offer shall be published for
information pu{poses and sent to the PTA at least three months before entering into
force;

Siminn's reference offer for interconnection of public telephone networks at a
fixed location is also to be altered so that the advance notification period is set at
three months in the case of amendments to the general terms in the reference offer,
and at two months with respect to price changes.6 The PTA intends to introduce an

o Notified to and assessed by the Authority on 6 Decemb er 2012.

'As recommended in the EFTA Surveillance Authority Recommendation of 13 April 20ll on the
Regulatory Treatment of Fixed and Mobile Termination Rates in the EFTA States, EEA Supplement to the
Off,rcial Joumal No. 62, 8.11.2012,p. l.
6 This is in line with PTA's Decision No.36/2012 which prescribed that Siminn was obliged to notiff other
electronic communications providers at least three months in advance of all amendments to a reference offer.
In the case of price changes, however, it was obliged to provide advance notification no later than two
months prior to such changes coming into effect.
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analogous provision in Siminn's reference offer for resale accessT to public
telephone network at a fixed location;

Further, the PTA considers that both parties to the resale access agreements should
be able to request amendments to the agreement and subsequently to the reference
offer. It proposes to require Siminn to align its reference offer for resale access to
the public telephone network with its reference offer for interconnection of public
telephone networks at a fixed location in this respect;

Siminn will be obliged to publish its reference offer for resale access, including the
relevant tariffs. The PTA also intends to clarifu that this obligation is not restricted to
the provision of resale access only to parties without a public telephone network at
a fixed locations;

With regard to the reference offers both for resale access and interconnection, the
PTA intends to clarify that a significant delay in payment shall always be
considered as significant default if it exceeds two months after the final due date.
This amendment (from the previous three-month period) is envisaged to enter into
force on January 2014 (whereas all other amendments will come into force on the
first day of the month following the publication of the final adopted decision);

As to the rate for termination of calls in mobile phone networks, Siminn will be
obliged to introduce updates in its reference offers immediately upon entry into
force of any changes made to mobile termination rates by the PTA, the Appellate
Committee for Electronic Communications and Postal Affairs or the courts;

- The PTA intends to prescribe an increase, upon Siminn's request, with respect to
the carrier pre-selection single-billing tariffs ("SB-CPS")e as well as to the terms
proposed by Siminn for the discounts offered for connections.

In relation to the proposed increase in SB-CPS tariffsl0, the PTA explains that the
currently proposed monthly wholesale charge for SB-CPS access is based on Mila's
charge for access to the lower frequency of the copper local loopll, a "Mark-up on Mila's
copper local loop", as well as on a "Cost analysed price for exchange". The mark-up on
Mila's copper local loop is proposed to be set at 20% due to the processing of orders and

'The PTA confirms in its reply to the request for information that "resale" relates to a situation where the
access seeker does not use any of its own network or switching infrastructure to provide the relevant call
service.
8 In the reply to the request for information, the PTA confirms that the resale access tariffs are calculated on
the basis of the existing cost model, see footnote 10 for further detail.

' The PTA confirms in its reply to the request for information that SB-CPS refers to a situation such that the
wholesale access seeker can provide access and calls services all on one bill to its end users.
to The PTA further clarifies in its reply to the request for information that there is an existing cost model in
place which is used for determining wholesale prices for fixed line telephone access. This model is based on
historical costs using the HCA FAC method (i.e. historical cost accounting, cost allocation according to the
fully allocated costs model) but it is reviewed and amended by the PTA in order to avoid inefficiently-
incurred costs. The PTA is permitted under national legislation to compare the outcome of the cost analysis
to prices of corresponding services in other EEA States and order Siminn, if deemed necessary, to amend its
cost model. The PTA further informs that Siminn is obliged to submit a tariff for wholesale access to its
fixed line network to the PTA for endorsement, which includes carrier selection and SB-CPS before the end
of2013. The PTA expects a final decision in the first half of20l4, subsequent to national consultation and

consultation with the Authority.

" This increase came into force on I August 2013 (PTA Decision No. 15/2013) as notified to and assessed

by the Authority under Case No 74047 on26 July 2013.
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debt collectionl2, while the cost-analysed price per exchange is to be set at227ISK. As a
result of this calculation, the PTA intends to allow for an increase in the monthly charge
for access to the telephone exchange (POTS per port in the exchange) and the lower
frequency range of the copper local loop from ISK 1,331 to ISK 1,477; the monthly
charge for access to the telephone exchange (ISDN base connection per port in exchange)
and the lower frequency range of the copper local loop from ISK I,512 to ISK 1,659 and
the monthly charge for access to the exchange (ISDN initial connection, 30 channels,
within a telephone exchange) from ISK 7,967 to ISK 8,835.

III. Comments

The Authority has examined the draft measure and has the following comments:

Transparency and predictability of the wholesale access tariff review
process

As regards the process for regular review and revision of wholesale access
tariffs in Icelandl3, the Authority is conscious of the importance of
predictability of wholesale access prices in providing a clear framework for.
investment and to driving competition. The Authority is concerned that the
PTA's ad hoc review process risks generating legal and economic uncertainty
which may negatively affect investments and innovation. The Authority thus
urges the PTA to clarifu in its final adopted measure, and also in its
forthcoming notification of updated wholesale access tariffs, the principles
underpinning these periodic reviews and how it balances cost recovery
considerations with facilitating a clear, transparent and predictable regulatory
framework.

Forthcoming notification of updated price control under the Article 7
procedure

As regards the PTA's intention to notify updated wholesale tariffs for fixed line
network access, including tariffs relating to carrier selection and SB-CPS,
under the Article 7 procedure in the first half of 2014, the Authority recalls its
comments under Case No 7363614 concerning this forthcoming pricing
notification.

In this regard, the Authority once again urges the PTA when notifying the
resulting wholesale tariffs to provide a clear elaboration of each of the steps
involved in the relevant costing methodology and their underlying principles in
order to ensure transparency and predictability for other market players.

" The PTA explains in its reply to the request for information that the 2}Yomark-up comprises the following
expenses: processing of orders and information systems, other costs, including sales costs, management,
office facilities, salaries and housing; primary services to customers, including service desk, malfunction
analysis; invoicing relationship with customers and financing of billing and claims; write-offof claims.

" The PTA explains in its reply to the request for information that thJregulator has not so far prescribed the
frequency of the reviews of the wholesale access tariffs and it is currently rather an ad hoc process.
According to Icelandic national legislation on bookkeeping and cost analysis in the operations of electronic
communications undertakings, the general rule is that price decisions should be made annually for services
subject to price control obligations. The PTA's aim is therefore to update all regulated prices annually
although the regulator indicates its limited resources which may result in less frequent updates.
'' Case No 73636 (Retail market for access to the public telephone network at a fixed location for
residential and non-residential customers in Iceland), as assessed by the Authority on 14 June 2013.
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Furthermore, in the absence of the detailed price control methodology in the
present draft measure, the Authority reserves its right to examine the proposed
methodology in further detail when it is actually notified under the Article 7

procedure.

Relationship between wholesale and retail markets

As regards the PTA's observation that it is not necessary to take a view on the
sufficiency of the margin between Siminn's wholesale and retail prices at this
time, since the behaviour of the Skipti Group on the retail market is not under
discussion in the present draft measure, the Authority reminds the PTA of its
responsibilities under Article 8 of the Framework Directive.

In this respect, Article 8 states that NRAs shall promote competition and

ensure that there is no distortion or restriction of competition in the electronic
communications sector. Given that the wholesale market in question provides
inputs aimed at facilitating competition in related downstream markets, the
Authority urges the PTA to closely monitor the relationship between the
relevant wholesale market and related downstream markets and, with a view to
promoting effective competition, ensure that there is a sufftcient margin
between the increased wholesale charges and the related downstream tariffs.

IV. Final remarks

On a procedural note, the Authority recalls that any future amendments to, or more
detailed implementation of, the draft measures consulted on in the current notifications
will require re-notification in accordance with ArticleT(3) of the Framework Directive.

Pursuant to Article 7(5) of the Framework Directive, the PTA shall take the utmost
account of comments of other regulatory authorities and the Authority and may adopt the
resulting draft measure and, where it does so, shall communicate it to the Authority.

The Authority's position on the current notification is without prejudice to any position
the Authority may take in respect of other notified draft measures.

Pursuant to Point 15 of the Procedural Recommendationl5, the Authority will publish this
document on its eCOM Online Notification Registry. The Authority does not consider the
information contained herein to be confidential. You are invited to inform the Authority
within three working days16 following receipt of this letter if you consider, in accordance

with EEA and national rules on confidentiality, that this letter contains confidential
information which you wish to have deleted prior to publication. You should give reasons

for any such request.

It EFTA Surveillance Authority Recommendation of 2 December 2009 on notifications, time limits and

consultations provided for in Article 7 of the Act referred to at point 5cl of Annex XI to the Agreement on

the European Economic Area (Directive 2002l2ll$C of the European Parliament and of the Council on a

common regulatory framework for electronic communications networks and services), as adapted by
Protocol I thereto, OJ C 302, 13.10.2011, p.12, and available on the Authority's website at

http://www.eftasurv.inVmedia/internal-market/recommendation.pdf (the "Procedural Recommendation").

'u The request should be submitted through the eCOM Registry, marked for the attention of the eCOM Task

Force.
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Yours faithfully,

Intemal Market Affairs Directorate

WlL,*^,-
Pbr Ahdt{ea$ Bj}rgan
Director [ / I
Competition qld State Aid Directorate


