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Determination of 21.2.2001

DECISION OF ICP ON INTERNET ACCESS CONDITIONS

The promotion of Internet access is conddered to be a fundamentd vector in the
devdopment of the Knowledge and Information Society and modernisation of the
country, in terms of dtizens well-being, drengthening of their respective capabilities and
an increase in the competitiveness of companies.

This fundamentd action line is assumed a both the Europeen and ndiond leves,
reflected in the e-Europe Initigtive resulting from the Lisbon Summit, the Programme of
the XIV Portuguese Government, the Man Options of the Plan for 2001 and recent
Coundl of Minigters Resolutions reaing to the Information Society.

In this context, and bearing in mind the targets set for the coming years in terms of the
devdopment of Internet access particularly regarding affordability, as specified in the
Man Options of the 2001, the decisons of the regulatory authority are dso guided by the
objective to develop open and competitive markets.

It proved necessary for ICP to intervenein thisfidd in two aress.

- Dédfinition of the pricing sysem for Internet access, involving the entire vaue
chain of the provison of sarvices,

- Theprovison of unmetered Internet access (flat-rates).

Recognisng that it is necessty to define gquiddines for the mediumtem, that will
condition the plans of economic agents and have a decigve influence on ther market
behaviour and draegies, ICP decided to conault the man paties involved, induding
Internet  Service Providers (ISPs), the concessonare company, PT  Comunicagies,
consumer asociations and the competition authority.

Ovedl, the integration of Internet traffic within the scope of interconnection, as
proposed by ICP, was well receved by mog parties, without prgudice to the fact that
there was generd consensus of the need to establish atrangtion period.

ICP condders that this solution will make it possble to integrate a repidly deveoping
service within a familiar regulaory framework that has been tested by the different
paties. This framework adso offers cear advantages in tems of legd cetanty and
security, in particular regarding |CP s powers to st guiddines and to intervene,

In this manner Internet access will migrate from a modd based upon revenue-sharing n
the fixed telephone service, to alogic of interconnection based on cal origination.

This new sysem is compatible with established public interest objectives and agpplication
of maket competition principles, both forming pat of the regulatory authority’s
reference framework.

The various regulatory ingruments that frame ICP's regulatory activity, are guided by the
common god to pursue public interest objectives through a far badance between the
individua vaue and the sodd vaue as a whole ICP's activities are equdly governed by
the prindple of proportiondity, both in teems of the promotion of open and competitive
markets, and the promoation of accessto services.
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In regads to Internet access, the regulatory framework encompasses not only the
interconnection  framework, but dso the legd framework applying to public
telecommunications networks and the fixed telephone network.

Hence,

a)

b)

f)

9)

h)

Integrating Internet traffic within the scope of Decreelaw no. 41598, of
December 31%;

In accordance with the principles established in atide 4 of this diploma namdy
the promotion of the establisment and deveopment of, and access to, ndiond
networks and services, and the promotion of a competitive market, in accordance
with the guiddines st in the e-Euope initiaive, the Programme of the
Govenment, the Man Options of the Pan for 2001 and recent Council of
Minigers Resolutions regarding the Information Society;

Congdering the need to uphold, in a cost effective manner, user interests as
interconnedtion objectives,

Congdering the posshility to set different interconnection conditions for different
types of entity whenever such differences may be objectivdy judified,
soecificdly in teems of the type of interconnection provided, in accordance with
the terms of article 10 (3) of Decree-Law no. 415/98;

Awae that Internet traffic has characteridics that are subgtantidly digtinct from
those of voice traffic and for which the exiding network is not entirdy suitable,
and thet it is advissble to implement new network architectures and rationdise the
corresponding meens of trangmisson, in line with technological progress — in
order to optimise traffic management and the use or occupaion of network
resources and uphold user interests, in paticular regarding the preservation of
auitable levels of service qudity;

Recdling the recommendaions of the Europeen Commisson that the lowest
prices of the European Union (*benchmarks’) should be used to bring prices
down to leves that suitably remunerate the invetment made in the supply of an
efficient interconnection service, and that, in this framework, prices close to the
European average may be consdered as an upper limit for the cods to be borne
by the operator in operating conditions with due leves of efficiency; and given
that it is dso appropriate to declare that the advisable network architecture, in the
cae of the Interngt, given the specific naure of interconnection, is likey to
deliver reductionsin associated codts,

Given that the ICP is responsble for guaranteeing, under the terms of aticle 10
(4) of the sad Decree-Law, tha the application of the different interconnection
conditions do not digort open competition, and in particular that interconnection
prices, terms and conditions are gpplied in a trangparent and non-discriminatory
manner;

Given tha PT Comunicagfes, as the entity that legdly succeeds Portugd
Tdecom, SA, has been dedaed as an entity with dgnificant market power in the
nationa interconnection market, the fixed teephone network market and/or the
fixed tdephone sarvice market and in the leased circuits market, and is thereby



subject to prepae reference interconnection offer proposds, as specified in
paragraph c) of article 9 (1) of Decree-Law no. 415/98;

i) Considering that PT Comunicagdes presented an “Offer of Access to ISPS’ to ICP
on February 13™;

ICP has decided, under the terms of article 13 (1) of Decree-Law no. 415/98, that PT
Comunicagdes shall introduce the following changes in its offer, to be included
within a Reference Internet Access Offer Proposal, to be published by March £,
2001:

Trandtion to amodd of cdl origingion

1

All Internet traffic must migrate from the current modd of revenue-sharing between
the direct access operator and ISPs to a mode of interconnection based on a logic of
cdl origination charges, in which ISPs are responsble for the definition of the price
to be pad by the find usar, in Internet access via the fixed telephone network, paying
an origination charge to the direct access operator.

Trangtion period

2

The evolution from the curret modd of revenue-shaing to a modd of cdl
origination will indude a trangtion period that will terminae on 31/05/01L ISPs may
adhere to the modd of cdl origination at any moment up until that dete.

The need for a reduction in “compensatory payments’ was explicitly st in the
“guiddines for a better definition of the framework of provison of Internet access
savices'. In this context, during the period in which the current mode of revenue
shaing ill goplies and in dtuaions in which “compensatory payments’ are made
resulting from the difference between the price of locd cdls pad by the end user and
the reference cdl price, the said “compensatory payment” shdl be reduced by 10%,
taking effect from 01/03/01.

Unmetered access (flat-rate tariffs)

4

5

PT Comunicagles shdl dart to offer unmetered Internet access (flat-rate tariffs) in the
fixed tdephone network, in reation to ISPs The maximum prices to be practised in
the system of unmetered access, to be presented by PT Comunicagies, are as follows:

(amountsin PTE, excluding VAT)

Leve 24-hour access Economic Period
Local 4,000 2,000
Single Tandem 5,100 2,700

Usars with basc ISDN access should be covered by the offer of unmetered access
defined for the “ Economic Period”.



M etered access (charges by the minute)

6

The maximum prices of cdl origination for Internet access traffic shdl correspond to
the maximum cdl origination charges defined in the Reference Interconnection Offer
(RIO) 2001, with the following reductions — 7.1% in the prices of locd
interconnection in the Off-Pesk Period, 27.7% in the prices of sngle tandem
interconnection and 14.7% in the prices of double tandem interconnection. This will
lead to the following maximum prices per minute:

(amountsin PTE, excluding

Economic Period

VAT)
Leve Set-up Call Off-Peak Peak
Local 160 0.92 154
Single Tandem 1.80 1.33 2.55
Double Tandem 2.00 2.72 453

7

The “Economic Period’ goplicdble to the offer of Internet access, should be the
period between 1800 and 9.00 on weekdays and dl day on weekends and public

holidays.

Billing

8

The ISP has the rigt to bill the find dient, but in dl drocumgances PT
Comunicagles, shdl guarantee the hbilling of traffic degtined for numbers dlocaed to
ISPs, whenever the interested operators 0 request. The agreements signed for this
purpoe should specify the posshility that itemised billing may be supplied “on-ling’
by the ISP.

In the cases in which PT ComunicagBes hills the dient, the range of gpplicable tariffs
should be widened in order to guarantee grester flexibility to 1SPs (unless this proves
to be technicaly impossble), on the assumption that such flexibility will hdd saisfy
the naturd expectaions of users. For this purpose, ISPs should communicate possble
tariffs to PT Comunicagbes with due prior notice.

10 In regards to the prices to be used in the hilling service to be provided by PT

Comunicagles.
a) In meered access and cdls made outsde the economy period defined for
unmetered access, and taking into condderation the lates information provided
by PT Comunicagdes the maximum price per cdl shdl be PTE 160
(exduding VAT);

b In unmetered access the ISP dso has the right to bill its dients directly,
dthough PT Comunicagfes should guarantee billing a a reasondble price,
when so requested.



ISDN accessline - Primary_rate

11 From 01/03/01, the maximum price of ISDN access line - primary rate interface to be
ued by I1SPs for interconnection between its POPs and the switches of PT
Comunicagdes, should be reduced by 20% in reation to the consumer retal prices
prevaling in 2001. For this purpose a trangpaent and non-discriminatory sysem  of
discounts shdl be used.

Restructuring of the network

12 The proposd presented PT Comunicagdes, for the metropolitan areas of Lisbon and
Oporto is conddered to represent an gpproach that converges with the concerns
soecified in the “guiddines’ defined by ICP. In this context, PT Comunicagbes shdl
adso present a redructuring plan for the network in the res of the country. A wel-
founded judification shdl dso be presented to explan why (@ ISDN access line -
primary rae inteface is not avalable in exchanges identified as aggregation points
(extended gngle tandem) in zones outsde the metropolitan aress of Lisbhon and
Oporto; and why (b) connection to the POP of an ISP will only be possble via ISDN
access line - primary rate interface in the aggregation points of the metropolitan aress
of Lisbon and Oporto.






