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Christian Ml anga and Mankopane Nkopane
| CASA

Private Bag X10002

Sandt on

2146

Emai | : Cnhl anga@ casa. org. za, Mkopane@ casa. org. za
Dear Sir and Madam
Advinne's witten submssion in ternms of the Draft Call Term nation
Regul ations as published in the Governnent Gazette 36919, dated
Cct ober 11, 2013.
1. Advinne welcones the Authority's intention to nake the
tel econmuni cati ons market nore conpetitive by reducing Cal

Term nation Rates over the period 2014-2016.

2. Advinne appreciates the opportunity to provide a witten
subm ssion on the draft regul ations.

3. Pl ease find bel ow Advinne's witten subm ssion in response.

Si ncerely,

AdVinné Technol ogies (Pty) Ltd.
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1. | NTRODUCTI ON

1.1 Advinne wuld I|ike to thank the Authority for the
opportunity to present these witten comments to assist the
Aut hority to nmake infornmed decisions concerning call term nation
rates.

1.2 Advinne commends the Authority on enbarking on this process
to reduce the wholesale call carrying cost. W acknow edge that
the previous reduction of the rates were well received within
the market and el sewhere.

1.3 Reducing the Call Term nation charges will later translate
into inmproved service offerings, nore conpetition anbng service
providers and efficient pricing nodels.
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2. COVWMENTS

2.1 Advinne supports ICASA'S definitions of Mirkets and the
Met hodol ogy used in determning the effectiveness of
conpetition within these nmarkets.

2.2 Advinne supports |ICASA' S proposed reduction in the current
Call Term nation Rates.

2.3 Advinne is in support of |CASA s assessnent of the fact

that ineffective conpetition exists wthin the specified
mar ket s.

SPECI FIC COMVENTS AND OBSERVATIONS ON THE DRAFT CALL

TERM NATI ON REGULATI ONS

3.1 Definitions:

“Mobile voice call termnation service" neans a whol esal e cal
term nation service provided by an ECNS or ECS licensee to
nobi | e subscri ber equi pmrent enabl ed by w rel ess technol ogy.

3.1.1 The above definition can al so be considered to enconpass
Vol P services to nobile applications on  Smartphones, as
technically the nobile VolP call will be termnating to nobile
subscri ber equi pnent enabled by wreless technology. To avoid
conf usi on, Advinne suggests that a single call termnation rate
be be adopted, irrespective of whether the call termnates to a
fixed or nobile |ocation.

3.1.2 Advinne has noticed that nobile nunbers are used to
termnate calls to non-nobile services, such as

o call centres,
o custoner care call centres,

o | VR servi ces,
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o PBX systens,
o office lines of the nobile operators,
o conpetition |ines,
o direct calls to voicemail systens,
o etc.

These services are contrary to the definition of a "Mbile voice
call term nation service" and should therefore not incur a cal
termnation rate higher than the regulated rate for "Fi xed voice
call term nation services”

Advi nne proposes that

a) this practice be stopped imediately as all nobi | e
operators can apply for nunber ranges that are suitable for
"Fi xed voice call term nation services”, or

b) the call termnation rate to nobile nunbers providing non-
nobil e services should not be higher than the regul ated
rate for "Fixed voice call termnation services”, or

c) a single call termnation rate should be be adopted,
irrespective of whether the call termnates to a fixed or
nobi | e | ocati on.

3.2 Price Control: Cost orientated pricing

Table 1 defines a glide path for the reduction in the whol esal e
voice call termnation rates to a npobile location from the
current rate of R0.40 to RO.10 on 1 March 2016.

3.2.1 The operators listed in Market 1 of the Draft Regul ations
offer the follow ng services to their own custoners:

« free on-net calls,
* discounts of up to 100% for on-net calls,

e pay for 3 minutes, at RL 20/m n and get the next 57 m nutes
free, resulting in an effective retail rate of RO.06/ mn.
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Wiile the operators listed in Market 1 mght argue that the
glide path to R0.20 is too steep, that the rate of R0.10 is too
low or that the new voice call termnation rates wll
significantly inpact their revenue and investnents it is
i nportant to note the foll ow ng:

e The operators listed in Market 1 were able to offer free
on-net calls or on-net calls with a retail rate of |ess
than RO.10 wthout a gradual glide path and wthout
negatively i mpacti ng their overal | revenue or
infrastructure investnents,

* It is anti-conpetitive to expect incomng call termnation
revenues to subsidise on-net calls that are free or bel ow
cost,

 The current call termnation rate of R0.40 is a 68%
reduction fromthe original call termnation rate of Rl.25.
The initial call termnation rate reduction from R1.25 to
RO.89 was a decrease of 36c (or 28.8%. A reduction of
RO. 30 on 1 March 2014 to RO.10 is a nere 24% reduction from
the original call termnation rate of Rl.25.

* As low on-net call rates are already a reality, and
sustai nable (either as a permanent offering or via regular
repeated pronotions) then the voice call termnation rate
could be imediately reduced to RO.10 from 1 March 2014,
and hence extend the |l ow on-net call rates to incom ng cal
rates.

* The inpact of the reduction in nobile call term nation
rates from R1.25 in 2010 has only been evident in the
retail market since April 2012 with lower pricing and nore
conpetition. An immediate reduction to R0.10 from 1 March
2014 will ensure that current levels of retail conpetition
I's maintained or inproved in 2014.

3.3 Price Control: Cost orientated pricing

Table 2 maintains the current call termnation rates to a fixed
| ocation at R0.12 within an ON area code and RO.19 between ON
area codes. Table 2 in the “Explanatory Note to the Draft Cal

Term nati on Regul ati ons” al so shows that the previous glide path
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has only had a negligible inpact in the Licensee 1's market
share of calls to a fixed |ocation

3.3.1 The proposed draft regulations do not include sufficient
pro-conpetitive neasures to address the nmarket failures
identified in Market 2. While, we understand that there is
currently a process underway to address Local Loop Unbundli ng
(LLYU), it is unlikely the LLUw Il have a significant inpact by
2016. Furthernore, the cost of carrying a | ong di stance nati onal
call to a fixed location is not nore expensive than the cost of
carrying a long distance national call to a nobile |ocation. W
therefore propose that call termnation rates to a fixed
| ocation be reduced to RO.10 within an ON area code and RO. 10
between ON area codes effective from 1 March 2014. This w |
align the call termnation rates to a fixed location with those
to a nobile location, irrespective of where the call term nates
on the recipient operator's network. W also suggest that the
maxi mum asymmetric rate for termnation in Market 2 be aligned
wth the nmaxi num asymetric rate for termnation in Market 1
(Tables 6 and 7 of the Explanatory Note to the Draft Call
Term nati on Regul ati ons).

3.4 Appendix A Application of the fair and reasonable
obl i gation

Li censees not listed in Regulation 7(4)(a) may charge a higher
termnation rate as prescribed by Table Al.

3.4.1 At present the smaller nobile operators that are not
listed in Regulation 7(4)(a) are dependent on the two | arger
nobi |l e network operators for national roam ng. Advinne considers
that wthout roamng regulation, there is still a rea
opportunity for the larger nobile network operators to abuse
their market dom nance and to offer wunconpetitive whol esale
access rates and terns to the smaller operators, simlar to the
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concerns raised by British Telecom and Fastweb? in their
responses to the BEREC Gui delines on Whol esal e Roam ng Access.
Unconpetitive roaming terns may serve to restrict the smaller
nobil e operators from conpeting effectively by either raising
the roaming costs, limting their access to certain services or
degrading the overall wuser experience while roamng. It my
therefore be necessary for the Authority to consider National
Roam ng Regul ations and Guidelines simlar to the Article 3 of
EU Regulation on Roaming on Public Mobile Conmunications
Net wor ks® and the correspondi ng BEREC Cui del i nes*.

4. SPECI FI C COVWENTS AND OBSERVATI ONS ON THE EXPLANATORY NOTE
TO THE DRAFT CALL TERM NATI ON REGULATI ONS

4.1 Wth reference to Cause 4.1 of the Explanatory Note, which
lists the reasons that the Authority determned that the two
markets were ineffectively conpetitive in 2010, Advinne woul d
like the Authority to review current practices that my be
prohi biting conpetition including (but not limted to):

a) sone licensed operators not routing <calls to another
operator's nunber range on all their exchanges (or sw tching

1 British Tel ecom Group, “BT Response to the BEREC Consul tati on, BEREC Gui del i nes
on the application of Article 3 of the Roami ng Regul ati on WHOLESALE ROAM NG
ACCESS, ” Body of European Regul ators for Electronic Comunications Wbsite,
Accessed 2013/ 11/ 05,
http://berec. europa. eu/ eng/ docunent regi ster/subject natter/berec/downl oad/ 0/ 931
-contribution-by-bt-to-the-berec-public-c_0. pdf

2 Fastweb S.p. A, “BEREC s public consultation on BEREC Gui delines on the
application of Article 3 of the Roam ng Regul ati on - WHOLESALE ROAM NG ACCESS, ”
Accessed 2013/ 11/ 05,
http://berec. europa. eu/ eng/ docunent regi ster/subject natter/berec/downl oad/ 0/ 948
-contribution-by-fastweb-to-the-berec-pub 0. pdf

3 The European Parlianent and the Council of the European Union, 30 June 2012,
“Regul ation (EU) No 531/2012 of The European Parlianent and of the Council of 13
June 2012 on roam ng on public nobile conmunications networks within the Union,”
Accessed 2013/11/01, http://eur-lex. europa.eu/ LexUr i Serv/LexUri Serv. do?
uri=QJ:L:2012:172: 0010: 0035: EN: PDF

4 Body of European Regul ators for Electronic Conmmunications, 27 Septenber 2012,
“BEREC Gui delines on the application of Article 3 of the Roam ng Regul ation -
VWHOLESALE ROAM NG ACCESS, ” Accessed 2013/11/01,
http://berec. europa. eu/ eng/ docunent regi ster/subject natter/berec/downl oad/ 0/101
5- ber ec-gui del i nes-on-the-application-of-a 0.pdf
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centres),

b) bl ocking/barring calls to another operator's entire nunber
range or partial nunber range,

c) incorrect routing of calls to newly ported nunbers, resulting
in a poor experience of the new operator and eventually
resulting in the customer asking that the ported nunber be
returned to the original nunber bl ock owner

d) operators introducing their own processes and costs related
to the porting of nunbers to conpetitors,

e) points of interconnect at |ocations where co-location options
are not available or refusal to interconnect at carrier
neutral data centres where both operators nay have equi pnent,

f) refusal to transit calls via another operator,

g) limtations related to acquisition of custoners with 086 and
080 nunbers that are serviced by the incunbent fixed I|ine
oper at or.

4.2 Wth reference to Clause 4.2 of the Explanatory Note,
Term nati on Revenue Shares in Markets 1 and 2:

e The nunber of |icensees in Market 1 has changed from three
licensees in 2010 to four licensees in Decenber 2012.

* Licensee 3 had a 14% total share of the total mnutes
termnated in June 2009 (Table 2.3 in Governnent Gazette
33121). Licensee 3's total share of the call termnation
revenues seens to have increased to a high of 17% during
2011, possibly due to the high asymmetric call termnation
rates in 2011. However Licensee 3's total share of the cal
term nation revenues reduced down to 14%in Decenber 2012.

e The entry of Licensee 4 into the nobile market has resulted
in 3-4% of call termnation revenues flow ng towards the
newer nobil e operator

4.2.1 Advinne would like the Authority to consider whether the
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entry of additional operators in the Mrket 1, possibly as
MVNGs®, is likely to have an inpact on the distribution of call
term nation revenues in the future. Additionally, the Authority
should investigate the factors inpeding the entry of MNGs in
the South African nobile nmarket, and, if necessary, consider the
i ntroduction of pro-conpetitive nmeasures to support M/NGs.

4.2.2 Advinne believes that the anti-conpetitive constraints and
unfair conduct raised by Noverca in the Italian market® may al so
exist in the South African market, and hence be limting the
entry of full MYNGCs into the South African market, and may al so
be contributing to ineffective conpetition. Consequent | vy,
Advinne would Ilike the Authority to consider whether pro-
conpetitive neasures and regul ati ons are necessary for whol esal e
mar ket access to nobile networks in order to boost conpetition.

5. CONCLUSI ON

5.1 Advinne re-iterates it's support to the Authority in going
through with the proposed rate changes in order to inprove

conpetition in the South African market.

5.2 Advinne encourages the Authority to ensure effective
conpetition in the nobile and fixed lines markets by also

enabling and regulating whol esale market access to fixed
and nobil e networks.

5 An MVNO are considered to be a |icensed operator with its own allocation of

nmobi | e nunbers, as defined in footnote 43 on page 45 of CGovernnent Gazette 33121

of 16 April 2010.

6 Noverca Italia S.r.l., January 2013, “Noverca Italia Answer to the European
Commi ssion's Public Consultation on the Revision of the Recommendati on on
Rel evant Markets,” European Conm ssion Wbsite, Accessed 2013/11/ 05,

http://ec. europa.eu/information_society/ newsrooni cf/dae/ docunent . cf ndoc_i d=1532
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