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Mobile communications In
Europe

< By early 2001 — 235 million GSM, meaning that 63%
of EU citizens had mobile phones. This number grew
to 399.8 million in May 2003 — till ast
figure

< The Euro Telecommunications market worth over
200 bn Euro with an annua growth of 12%

< Mobile communications account for 30% of the totdl
revenues of the telecommunications services sector

<+ GSM aone has created some 445,000 jobs in Europe

* Penetration Ratein
Europeon




Evolution of the Telecoms Sector in Po

Short calls — how the

Mobile phones > 8 million ! :
Portuguese use their mobile

For the first time the numbper pf mobile subscribers > 8mio,
meaning that close to 2/3|of the Portuguese population has 8.59million

amobile phone. subschiber s
at end 1stQ
Constantly growing —Evolutio 2003
of the number of subsgribers of .
mobile phones (in thousands) Average duration
1989-2000 of each call

3074,6
91 (2001)

1507 Total mobile traffic In seconds

5637
‘340J8”

1735
28 |65 126 3731012 ‘ ‘ 1st quarter / 2002
_ ‘ —ﬁ 3.047,2
‘& “'"" e 2003
Ff F’ . 3226,0

' i ‘000 of million % of Portuguese > 15 yrs old
of minutes with mabile phone

1989 1990 1991 1992 1993 1994|1995 1996 1997 1998 1999 2000 62.5%

Evoluti f the Telecommunications
ector in Portugal

Fixed Telephony L_?glcé;whoobr::/e Cable TV Service| Internet Access
2,694 12.6
3,014 37.3
3,260 101.2
3.444 173.5
3.643 304.8
3.822 663.7
4,002 1,507.0
4117 3,074.6
4,230 4,671.5
4,314 6,665.0
4,378 79775
4,368 8,071.3

Valuesin thousands




Development of Framework for
Mobile Communicationsiin
Portugal

First steps in Liberalization process have positive results




Effective date of liberalization with a good, dynamic, effective
id | of involvement of the private sector

mobile lic

290-A/99 of 30 July, Regulation for the
blic Telecommunications Networks

90-B of 30 July, Regulations for the
blic Telecommunications Servic




2000 — approva of therulesfor the
pen competition for the award of 4 national licences

or IMT2000/UMTS (as adopted by the ICP Board of
Irectors on 23 December 1999)

¥ Decision from the Minister of Social | nfrastructure of
August 2000, nominating the members of th
vauation Commission

¥ Decision from the Minister of Socia Infrastructure of

August 2000, on the opening of a Public Competition
or the award of 4 national licences for
IMT2000/U

LICEELING PRJNCIPLE AND

REGULATORY FRAMEWORK

E PUBLIC TENDERIIN
PORTUGAL




< To enhance competition in the mobile
mark

< To encourage a sustained devel opment of
operators, including potential newcomers

< To enlarge the choice of consumers

< To encourage the devel opment of the
information society in Portugal

er model

\
J\Jm of Ten

Lhilosophy of GoJlernment for the
lice %ing of UMTS/IMT2000

Choice = Comparative Bidding, and not Auction

< Despite significant gains across Europe through
auctions, decision to continue with previous stance
and methodology, i.e. comparative bidding (beauty
parade)

< Process of comparative bidding understood to have
been one of the reasons behind the significant
evolution of mobile phones in Portugal




o
Philosophy of GoJlernment for the
licensing of UMTS/IMT2000

Wish to make 3rd generation mobile available to
as many consumers as possible at the lowest rate

operators would pass on a high cost of
to consumers through high prices for
lons

operators wauld try to recover such

ing costs quickly through a strat
which concentrates on high population ar

phy of GoJlernment for the
IiceA%ing of UMTS/IMT2000
Wish to provide 2G operators with the best chance

possible of winning license for 3G whilst still
obliging everyone to compete

Philoso

< Costing of license takes into consideration that some of
the second generation operators still had significant
Investments to recover

< Although yone had to compete for the licenses, a
certain “preference” was given to 2nd generation
operators through valorization of roaming offers by 2G
operators




w
Philosophy of Government for the
Iicen%ing of UMTS/IMT2000

Wish to make the promotion of the information society a
key factor in the UMTS/IMTS licensing process

» The promotion of the Information Society was one of the main

this aspect,
their propo:

o Coverage of regions “with special needs’

icensing Principles

the respective regulations




ensing Lrinciples

: 2x 15 MHz of paired trum in
f 1920-1980 MHz / 2110-2170 MHz

N OF LICENSES: 15 years, renewadle

10 million US $ license fee + annual

ensing ILrinCipIes

UMTS/IMT2000 system and 2nd
ems possible under the terms foreseen in
5/98 of 31 December

lared as having SMP (Significant Market
Power) in the UMTS/IMT2000 market
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licenses
¢ Roaming offer conditions must adhereto aset of parameters
hetender regulation
» The tender regulation foresaw that the Regulator may

intervene in the resolution of legal disputesthat may arise
[ ed partiesas related to roamin

|| L
ensing Principles
» Roaming offer conditions = subject to re-evaluation by the
Regulator two years asfrom the date of attribution of the
[

Specifi ns which wereincluded in the tender
regulations according to the following schedule:

— 20% caverage of the national population by the end of
the first year of the license coming into force,

— 40% by the end of the third year, and
— 60% by the end of the fifth year

_—
ﬁensing Principles
<+ COVE E OBLIGATIONS: establis}lment of
minim overage obligations , which must
ensure debits above 128 Kbps, with detailed
i



ares, directly or indirectly, in the share capital of anether bidder.

% No shareholder of alicensed operator may hold, either
directly or indirectly, more than 10% of the capital of

another licensed operator

here an investor i's part of a successful group which
is granted alicense then such an entity will haveto
sell his stake in the pther licensed operator within a
ear of the license being granted
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THE TENDER PROCEDURE

nts to bJe include(Jl In
proposal

ange of services to be offered, including specia offers,

istribution channdls,
Financing resources, amongst others
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.
ILaIuatio Criteria

< Contribution to the development of the

f the Technical proposal — 15%;
f the Economic and Financia proposal —

‘ AE aIuatioL Grid

< Contribution to the development of the Infarmation Society —
50%
— Coverageindicators
o Population covered,
o Surface covered,
o Areas covered,
« Roads covered
— Promotion of universal access and of info-inclusion with a
economicallyl accessible offer targeted at different user profiles

o Pricepolicy (reference prices, flexibility, promotional policies and
discounts),

« Special|conditions for low income population (notably in terms of access,
prices and quality),

o Specid|conditions for users with special needs

o Specid|conditions for institutions with special needs
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hnical plan —15%
Conditions related to the sharing of infrastructures(sites
infrastructures)

Coverage planning,

Technological system and network topol ogy,
M easures|to minimize the environmental impact,
radiations,

aluation Grid
d support

M easures|to minimize human exposure to electromagneti

Security and network confidentiality,

15



valuation Grid

< Quality of the economical and financial plan

devel opment of the project/consortium not

technology/know how, etc.

8%

ly interms
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WINNERS

+ Telecd (219 Generation Mobile
Operator) —now Vodafone

< TMN (24 Generation Mobil
Operator) gpin-off

< Optimus (2"d Generation Mobile
Operator) — France Telecom and Sonae
Group

UMTS roll-out and evolution:

essons Learnt
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ROLLOUT STATUS IN THE EUROPEAN UNION FROM A REGULATORY
PERSPECTIVE [ Forma detay
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Key Lessons to-be Learnt from
Licensirig Process

operators (e.g. EDPIOniway in Portugal) — leading to
delays in roll-out and application developments or even
withdrawal from process (Portugal),

ignifi increase in the cost of supply,

ce between cost of supply and expected
demand and potential revenuesin Member States
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Key L %sons to be Learnt from
Licensng Process

of potential candidates and stimul at
competition amongst bidders,

sons to be Learnt from
Licensirig Process

« For yearsto come, asignificant mortgage has been put on the sector in

the EU, in terms of finances and profi y robably evenin
terms of the introduction of alternative mobile technologiesinthe

nvolved have to review their strategies,

19



ions made (especiall
(Oniway) to

J)M Decision Dec%OOZ
1

< Time limit for launch is delayed to
er 2003

ions covered by licenses

r radio spectrum usage will be
operators who start their
in 2003

rtuguese- situatio
to attempt to

20



< The confir ed absence in the market of

tion Dec‘ 2003

etwork
and terminal equipment is a case involving ‘ferce

< Some flexibility is to be granted asto the number
stations, with ut

21



Portuguese Situation Jan. 2003

THI AS THE FINAL STRAW FOR

-
Portu Mse Situation — Jan. 2003

« The substantial competitive advantage of first entrants
wn in case of Optimus)

22



|
Portujg\uese Situation — Jan. 2003

% |CP/ COM recognized that:

— Small operators or operators whose market share is
small have extreme difficulties in remaining in.the
mar

-An trant into the market will not necessarily
incr the value of the market

-
Portu Mse Situation — Jan. 2003

<+ |CP/ COM also recognizedthat:

2G market structure may
actudly allow/lead to:
faster recovery of investments,
ncrease of cost-effectivenesslevels,
better investment capacity of existing operators,

and particularly to reflexes such as :
faster offer of 3G services,
he creation of conditians|for lower prices,
he improvement of quality of services




mmarize - PortuguLse
uation January ZOOé

left (all also 2G mobile operators)
returned itslicense

requencies were divided amongst

Chalwé%s/Clarifiiations In J)ther

ropean Countries

< Dates for the roll-out of the UMTS network and.the

comm ent of the commercia offer of UMTS
< Dates for compliance with coverage obligations

< Sharing of Infrastructur

< Extension of the period of validity of licenses

< Retur ithdrawal of licenses
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EU PJDsition

The Council of Ministers of the European Union
stated at it meeting of 5/6 December 2002 that:

“there is a heed to ensure the transparency of the
obligation to launch the 3G systems and the need to
start the de ﬂ!-. on more flexible approaches asta the
Spectrum E and network i |n|n, as
well asto IE possibilities of infrastructure sharing,
Spectrum re-allocation so asto am for amore
effective market and appropriate coordination at
European level”

L&%ons (6] &overnmerLts

ily have the complication
iSation to take back licenses
rtugal,
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Le@sons 1{0)§ GLovernme ts

sidering UMTS/IMT2000

tswill have the opportunity to be
ative with their policies on issues
frastructure sharing, Mobile Virtual
Network Operators (MVNOs), and infrastructure
roll-out schedules.

< When combined with lower license fee expenses,
more flexible policies will give operators more
strategic and financial flexibility to launch
infrastructure and service projects.

LJJsons (0] Clovernme ts
co §i(ﬁering UMTS/IMT2000

< The indirect effects of a well-thought out
strategy , which has learnt from past |essons,
are likely to promote information technology
investment and employment environments,
which could more than offset the reduced
expectations on license fee revenues
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