Meeting with Mr Liu Chorng-jian,
National Communications Commissioner of the Republic of China

27" June 2012
Mark Shurmer, Group Director Regulatory Affairs
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Overview of UK broadband network

1) The broadband network is accessed through numerous platforms -
telecommunication network, cable, wireless broadband, power line,
etc - do you consider the broadband access market of the UK to be
in full competition or not? How does Ofcom evaluate the cost-benefit
of BT after it adopted functional separation principle?

© British Telecommunications plc
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UK telecom prices have fallen... unlike energy and water

80%
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Change in real prices since 1990
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— Real change in telecoms prices = Real change in water prices

- Real changein gas prices — Real change in electricity prices
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Telecoms includes: fixed line telephone (line rental, calls and operator /
_| charges); Mobile phone - pay as you go and contract; Subscription to the -54%
|| internet; Mobile downloads; Cost of directory enquiries

Source: ONS & BERR, February 2012
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UK broadband penetration is among highest in major
economies
80% -

70% -

60%
50% -
40% -
30%

20% -

% households accessing broadband

10% -

0% - . .
France UK USA Germany ltaly

Source: IDATE as reported in International Communications Market, December 2011, Ofcom
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UK broadband market is also very competitive... BT has the
lowest fixed retail market share of any ex-incumbent

60% 55%
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E 50%
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= o 40%
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i (@]

© > 30% -

g3

(¢0] - .

c (%)

S 2 20% -

E =
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E  10% -
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=

a3 0% -
United France Germany Spain Italy
Kingdom

Source: European Commission Information Society March 2011
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Regulation of UK telecoms and functional separation

2) Each country develops their telecom market and competition
environment differently; there is a gap between the level of liberalization
and regulation of telecommunications in the EU and Taiwan (such as
market definition, Significant Market Power players’ identity and ex ante
regulation conditions, etc). If regulators wish to follow the functional
separation principle of the UK, how could they look after the items or
requirements?

4) Who bears the costs of functional separation? If BT should bear it and
reduce the benefits of shareholders, are there any supplementary
measures?
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Openreach and the UK telecoms model

4

Vb

UK LLU lines

)2\ elements of BT’s Undertakings / op s

Establishment of “functionally separate”
business unit: Openreach

Focus on key access and backhaul
bottlenecks

Provision on an equivalence of inputs
(Eol) basis

Transparency, information sharing
constraints and duty of confidentiality
Clear separation between upstream and
downstream divisions: operational
separation, systems separation, mmmmﬁ

register split and accounting separation . _mw:oﬂam”mm L
Independent oversight and m:*o_‘omSma ._:ﬂ“ﬂm%o: -

Next Generation Networks to be
implemented in an “equivalent” manner

Equivalence oﬁ,,_:_u:ﬁ

2 -_mmBm Qoacoﬁm and

___._,,,,,_._,_,.._mmBm a__mc__é m:a

» Subject only to trivial or
~ agreed differences

Sept
04

Sept Sept Sept Sept Sept Sept Sept
05 : 06 07 08 09 10 11

8. mlfion

—_— T
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Costs of functional separation

“Estimating the costs of implementing functional separation within BT is
challenging. For example, many of the IT systems changes required to
implement separation have been tightly aligned to other systems
changes BT was planning to make for its own commercial purposes. It is
therefore difficult to isolate the costs that are specifically due to
functional separation as opposed to other planned changes by BT.
Whilst clearly the costs are likely to have been material, this needs to be
weighed up against the dynamic benefits that increased competition has

brought about.”

BEREC Guidance on Functional Separation, February 2011

4/
i BTQ

© British Telecommunications plc
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Being “competition ready” is critical for success

gl
Homes/businesses 0

]

# KCOoOmMm Q Global Crossing
BT Wholesale P |

Exchanges w & ﬁ o —

Openreach
© British Telecommunications plc

E CableaWireless m.-.\’l

-« - -Mobile- TalkTalk @y

Pelefonica

Copper
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BT’s fibre broadband programme

» £2.5bn investment to roll-out fibre to > Passing more than 100,000 new premises per
two-thirds of UK premises by end of 2014 week, over 10M passed, 7 months ahead of

. schedule
— Completing one year early
— Among the fastest and largest » Customer base rising fast
commerecial roll-outs in the world — More than 550,000 BT Infinity customers

— FTTCand FTTP
» The only fibre broadband deployment that

P Very positive marketing and pricing of the makes proactive provision to wholesale
product at the retail level customers a central part of the approach

— Fibre broadband has the same — Over 60 CPs selling or trialling services

headline price as copper broadband 3. Ng other company in the world is investing as
much in fibre without public sector support or a
regime that allows for far greater returns

Fibre roll out

ADSL enabled
for c.99% of all

1.5m premises Over 10m 2/3 premises
passed ; premises i passed by
summer 4 passed , - end of ;

201 | ,, =
010 currently - \ 2014 _ \

premises

© British Telecommunications plc
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BB Speeds

8) Some complain about the low speeds of their ISPs and are told to
contact to Openreach. How does Openreach deal with those people?

© British Telecommunications plc
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