RESULTSOF THE HEARING IN CONNECTION WITH THE
“SET OF ITEMSTO BE INCLUDED IN THE RIO 2001"

Pursuant to the terms of Article 102 of DecreeLaw 415/98, of December 31, ICP is
responsble for etablishing and publishing the st of items to be induded in the reference
interconnection offer.

On 07/07/2000, ICP published a draft of the “Set of Items to be induded in the RIO 2001",
with a view to hearing interested parties, thus contributing to the enrichment of the process of
egtablishing the said “ Set of Items’.

In the wake of this hearing, the main results are now presented, as is ICP's understanding with
regard to the issues raised, which undersanding has taken into consderation such comments as
were received.

Q1 — Do you consider that the interconnection conditions applicable to data/l nter net
traffic should be included within the scope of the R1O 2001?

Most replies, with the exception of the Significant Market Power Operator (SMPO)' and of the
aub-concessonare  of the internationd fixed telephone savice, congdered that  the
interconnection conditions gpplicable to datalinternet traffic should be incduded within the
scope of the RIO since, according to these entities, access to the 1SPs would continue to be
made in most cases via the SMPO network, while there was aso a need to promote measures to
foger the devdopment of the Internet in Portugd. With a view to a greater integration of
savices and increased transparency, it would be advantageous to include the Internet/data
traffic in the RIO, in the opinion of the Other Licensed Operators (OLOs).

According to the SMPO, the reationship between a network operator and the providers whose
savices ae supported in the network should be a rdaionship of access and therefore, in the
understanding of this entity, it should not be induded in the RIO.

Snce the gpplicability of DecreelLaw 41598 to data traffic is unquestioned, and bearing in
mindk:
0) that the conditions for the interconnection of data/internet traffic were pat of the

interconnection agreements proposed by the SMPO until 1999, in recognition of their
nature as interconnection traffic;

(i) that the principle of trangparency could benefit from the incluson of this kind of traffic
inthe RIO; and

(i)  the possble advantages aisng from bringing about greater adaptetion to an overdl
perspective of the provison of services within the interconnection market.

1 Entity notified as the holder of significant market power in the fixed telephone network and/or fixed telephone services
markets and in the leased lines market.



it is conddered that this present issue could be subsumed to the enlargement of the digibility of
dl the traffic categories in the indirect acoess regime, ICP to continue to monitor future
evolution, paticulaly with regard to the simulation of innovaive services, the sedimentation
of dternative tariff formulae and dterations at the level of technology and network engineering.

Q2 — In view of the concerns expressed, do you consider that the present structure, the
hierarchical adjustment and the distribution of points of interconnection are adequate?
What possible alterations, in 2001, would you consider satisfactory with regard to the
provision of points of interconnection?

The SMPO considers tha the present interconnection dtructure is adequate and that no
dterdtion is warranted. The OLOs as a whole consder: (i) that the number of existing loca
interconnection points is excessve, paticdaly in Lisbon and Oporto; and (ii) thet the number
of nationd interconnection points is insufficient.

The interconnection dructure a locd levd warrants its own integrated andyss that cannot be
dissociated from the analysis of the interconnection prices.

With regad to the provison of nationd points of interconnection, ICP, recognisng their
importance, particulaly in the Autonomous Regions, recommends that their number should be
increased by the SMPO.

Q3 — What parameters should be enhanced to ensure greater transparency and the
development of the co-location service?

In the “Set of Items to be incduded in the RIO 2000" this Inditute established that the
conditions governing the rentd of infresructures and space (eg., the use of conduits to
edablish interconnection circuits, co-location of equipment) should be specified as far as prices
are concerned.

In its comments on the draft “Set of Items to be included in the RIO 2001”, the SMPO dates
that it intends to draw up a more dealed proposa regarding colocetion, to ensure (i)
compatibility with the development of its network and drict compliance with the principles of
non-discrimination; (ii) preservation of the conditions and security of the Basc Network, to
ensure interconnection; and (i) the technicd conditions (avalable space, dectricity and
security) and aguarantee of confidentidity of the communications

Mog of the OLOs consgder that this matter should be explicitly induded in the RIO, through
the definition of alarge numier of parameters.

Despite being endhrined in the RIO 2000, colocation has not teken place in an effective
manner this year. This issue is of paticular importance within the scope of sharing
interconnection circuits and, without prgudice to adequecy within the scope of the Unbundling
of the Loca Loop (ULL), ICP condders that in the RIO 2001 the SVIPO should detail with
precison its supply conditions presenting for each point of interconnection the conditions in
tems of price avaldble space, dectricity, security, implementation schedule, conditions of
access, requistes  covering  applications  for  colocation and the respective  technicd
specificaions.



Q4 — Taking into account the evolution in inter connection circuitsin the meantime:

4.1 Do you consider that the provision of primary | SDN access should be included in
the “ Set of I1tems’? What alterations would you consider adequate within the framework
of the inter connection conditionsrelated to | nternet/data traffic?

4.2 Could the interconnection conditions applicable to I nternet/data traffic be properly
re-examined in the provision of rented circuits? What additional consideration do you
suggest regar ding this matter ?

As in the replies to Quegtion 1 regarding the incluson of datallnternet traffic within the scope
of the RIO, the underganding of the SMPO differs from that of the remaining entities in that it
condders that the primary ISDN accesses are not means of interconnection but means of
access. They should not therefore be induded in the RIO. The SMPO adds that the
interconnection circuits to be included in the RIO should be limited to digital circuits a 2Mbps.

The OLOs as a whole, though consdering that the primary ISDN accesses might not conditute
the best solution and that new forms of interconnection should be provided, condder that the
interconnection conditions linked to the sad primary accesses should be contained in the RIO,
with a specid focus on the equipment supply and ingalation times and on sarvice qudity.

The primary 1SDN accesses used in access to the 1SPs could be covered, depending on ther
actua use, by the definition contained in the Framework Law and in Decree-Law 415/98,
according to which any physcad and logica connection between telecommunications networks
dlowing access to services provided by the operators congtitutes an interconnection circuit.

The undergtanding is therefore that the conditions of access and use of primary ISDN accesses
should be specified in the “Set of Items’, particularly with regard to prices and ingalation
times.

Q5 — With aview to stimulate a competitive leased lines market that could contribute to
the development of the Information Society, do you consider that more detailed
specifications should be given on the interconnection conditions between the SMP
operator’scircuits and those of the other operators? If so, what particular aspects do you
consider should be focused?

The SMPO congders that the issues raised are, under the terms envisaged in law, covered by
the provison of the leased lines sarvice, and that regard be had for the principle of minimum
regulation.

Mog of the OLOs think that this question should be specified in greater detail within the scope
of the RIO, suggeding the incluson of conditions concerned with prices, qudity of savice,
interfaces usable, location of the service and principles underlying the colocation.

Cetan entities ds0 suggested the incluson in the RIO of conditions covering the provison of
higher hierarchy dircuits, given the past and expected growth of traffic volumes.




As mentioned in the consultation document, there is a need to dimulate the development of an
increesngly competitive lease lines market through investment in dternaive infrastructure,
particularly in optica fibre. However, in view of the predictable need for the new operaors to
continue to interconnect to the notified operator network, to support the services they provide,
there is a need to specify in grester detal the conditions applicable to interconnection of the
circuits of the SMPO, paticularly the short loops, with those of the other operaors s0 as to
dlow the latter to provide their end customers with awider range of leased lines.

In this connection, the conditions governing the provison of leased lines should be induded in
the RIO, paticulaly in terms of prices qudity of savice, usdble intefaces and principles
underlying the collocation, with a posshility of gpedfying the provison of different
technologies (e.g., PDH and SDH).

Q6 — Do you consider that the conveyance of international traffic should be included in
theRIO?

Mogt of the OLOs consder that the conveyance of internationd traffic should be included in
the RIO, and they cdl atention to the need to ensure real competition. The SMPO and the sub-
concessonare ae of the opinion that, under present conditions the induson of the
conveyance of internationa traffic in the RIO is not warranted, and that the market should act
fredy.

At Community leve, in some member States, the conveyance of internationd traffic service is
not included in the RIO. This could be due to the sustained fdl of internationd transmisson
prices and to the existence of competition in internationd traffic forwarding.

Neverthdess, as emphasised in the draft “Set of Items’, the existence of different levels of
devdlopment and the particular working conditions of the various European markets could well
judtify the adoption of differing srategiesin the pursuit of a common objective.

In the present circumstances, ICP's underdanding is that the conditions gpplicable to the
conveyance of internationd outgoing traffic service should be kept in the RIO. In view of the
emerging questions, ICP will make a dat this year to an andyss of the dructure of the
competition in this segment of the maket, dso covering the conditions of the provison of
‘backhaul’ to access submaine cables and the possible simulation of dterndive services. In
the light of the reaults, the posshility is not exduded of digpendng with the digibility of the
present type of traffic asfar asthe RIO is concerned.

Q7 —-With aview tothedesirablebalance between the principle of freedom of negotiation
and the preservation of the principle of transparency, do you agree that the conditions
applicable to the formation of discounts and other special conditions should be included
in full in the RIO 2001?

Certain entities (including the SMPO) condder that the conditions concerning the formation of
discounts and other specid conditions should not be incuded in the RIO 2001. Others,
invoking the principle of trangparency, consider thet thisissue should be defined in the RIO.



Nevertheless, taking into account the recent evolution of market conditions and the need to
presarve grester equilibrium between the principle of freedom of negotiation and the principle
of trangparency, it is conddered tha a complete description of the mechanisms applicable to
the formation of discounts and other specid conditionsin the RIO 2001 could be advissble,

Q8 — Do you agree with the approach presented in respect of the quality of service
indicator s that ought to be observed? Which indicatorsin particular should be focused?

With regard to ICPs prdiminay undersanding that the qudity of service indicators to be
obsarved, as wdl as the edablished levels should be identicd to those edtablished for the
notified operator in the Leased Lines and Fixed Teephone Service markets, the conclusion,
following an gppraisa of the replies recaved by this Inditute, is thet most of the answers agree
with ICP s gpproach.

However, severd maters were raised by the various entities, of which the focus is on the
underganding that diginct qudity of sarvice indicators should be gpplied, depending in the use
of the circuit.

Teking into account the fact that the various entities are planning the interconnection in
advance, through edimates of traffic and of the means for traffic interconnection, ICP
maintains its prdiminary undersanding that the quaity of service indicators to be obsarved in
the interconnection, as wdl as the leves edablished, should be identicd to those for the
notified operator in the Leased Lines and Fixed Telephone Service markets,

In the wake of the comments received and recognisng that the development of the market and
its increesng dynamism require the provison of services with a qudity adequate to the
progress seen in the meantime, it is considered that the parameters and indicators referred to in
the draft of the “Set of Items to be included in the RIO 2001" and those established for the
notified operator in the Leased Line and Fixed Telephone Service markets are satisfactory.

Q9- Doyou consider that the conditionsregar ding accessto free-phone numbers, “ Blue”
(shared-costs) numbers, information services, customer support services, virtual phone
cards, “Universal” number, etc., should be included in the RIO? If so, what specific
aspects should be safeguarded?

Mog of the OLOs consder that the conditions for the provison of these services should be
incdluded in the RIO, since they are essantid to the provison of an overdl, competitive service
by the new operators. The SMPO and the sub-concessonare, in turn, were opposed to this
possbility since they consdered that there was no need to indude in the RIO conditions
govening nontgeogrgphic numbers, dleging that they could be covered by a commercid
agreement between the parties.

In this connection, and taking into account the comments received, the European practice and
the soedific nature of the numbers and sarvices in quedtion, it is conddered tha should be
induded within the scope of the RIO, paticulaly the conditions in respect of the Fregphone
numbers, the “Blug’ numbers, cusomer support and information services provided resectively
within the 16xy.z and 18xy number range, the 118 information sarvice (concomitantly with the




legd provisons contained in Decree-Law 41598, emergency services (eg. 112, 117) and
virtud phone card sarvice provided in the 882 number range.

Q10 — What additional issues would you like to see addressed in the “ Set of Itemsto be
included in the RIO 2001” ?

Bearing in mind the experience acquired by the market paties in the meantime, within a
framework of totd liberdization with a focus on the edablisiment and devdopment of
relations between them, ICP admitted that there might be additiond aspects worthy of adequate
reflection within the framework of the “Set of Items to be included in the RIO 2001”, and asked
the interested entities to li other issues that they conddered ought to be addressed in this
connection.

The responding entities raised severd pertinent issues, addressing issues of great important and
timdiness, rdated paticularly to the Unbundling of the Loca Loop (ULL), number portability,
interconnection prices and the conditions, or exceptions, concerning traffic ownership.

With regard to ULL, ICP made a timely communication to the effect that the service a nationa
levd should be avalable by 01/06/2001. A public enquiry is nowv under way and it could well
be that the conditions reaing to ULL could come to be subject of separate andysis and
supporting documents.

With regard to portability, it is conddered that the understanding presented in the draft “Set of
Items to be incuded in the RIO 2001 should be maintained. Therefore, the technicd options,
the prices and the price formation conditions regarding operator portability on the fixed
network and on the integrated services digitd network (ISDN) should be specified in the RIO
2001, which should be introduced by 30/06/2001.

The issue involving interconnection prices will be subject to integrated andyss in the wake of
the reception of the draft RIO from PT.

Lagly, with regad to the conditions, or exceptions rdating to traffic ownership, it is
condgdered that the recent determination by ICP Board of Directors dated July 7 concerning the
interconnection conditions applicable to access to the specid sarvices daifiesthisissue



