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Public consultation on the feasibility of wholesale broadband access via cable, ERG (04) 19 rev1.

ERG has submitted an analysis on the feasibility of wholesale broadband access via cable, ERG (04) 19 rev1, for public consultation. TDC A/S, which - through its fully-owned subsidiary TDC Kabel TV A/S (TDC Cable TV) - is the largest cable TV provider in Denmark and, at the same time, is the incumbent Danish telecommunications operator and the largest provider of DSL solutions, hereby submits its comments on the analysis.

1. General considerations

Initially, it should be noted that the analysis provides a useful and in-depth review of the possibilities of the cable TV network and the technical complexity of a wholesale product for cable TV corresponding to bit-stream access in a fixed-line telephony network. We support the overall conclusion on the possible technical solutions for wholesale broadband access according to which ”… the inherent structure and architecture of a cable network may render these solutions more complex than in the case of DSL ...”, cf. clause 4, page 17, 1st paragraph.

The analysis does not, however, comprise any attempt to calculate the technical and administrative costs that will be a result of bit-stream access. TDC is of the opinion that: 

a) The costs of adapting the network for connection of other operators would be very substantial. It would be a matter of costs substantially exceeding the costs known from the fixed-line DSL products.

b) Wholesale bit-stream access products would entail extremely extensive administrative and agreement-related complications. This is due both to the fact that the capacity of the cable TV network has been divided among end users who have no individual physical connection to the CMTS (corresponding to the fixed-line DSLAM) and the fact that (in Denmark, at any rate) there is, as a main rule, mixed ownership of the access networks under each individual CMTS, as some networks are owned by for example TDC Cable TV and others are owned by local antenna or housing associations.

c) The very extensive technical and administrative costs (in Denmark, at any rate) would have to be paid by a considerably lower number of wholesale customers and third-party end customers than is known from the fixed-line DSL products.

On the basis of this, a considerable tightening of the conclusion saying that ”… NRAs would need to carefully consider the proportionality of requiring a cable operator to provide wholesale broadband access when SMP is found”, cf. clause 4, page 17, 2nd paragraph, could be made. There should be no doubt that the costs of bit-stream access to cable TV networks are so high that this wholesale product will make it impossible to offer a competitive end-user product.

In the following, these overall considerations are elaborated on the basis of the conditions in the Danish market. At any rate, with regard to the technical aspects, TDC assumes that these essentially correspond to the conditions in most other EU countries, whereas ownership, administrative and agreement-related conditions presumably will vary considerably from one country to another.

2. Technical solutions of the analysis

The analysis describes four different technical levels at which interconnection points may be established (potential hand-over points). The following should be noted in connection with these solutions:

a) Technical solution 1, CMTS Access, is described in two versions: either as collocated CMTS, which corresponds to shared use and raw copper in fixed-line telephony, or as outlet at the back of the SMP operator’s CMTS, which on the face of it corresponds to bit-stream access without ATM in fixed-line telephony networks. Both possibilities entail technical problems to which there are no known solutions.  On this basis alone, they should be excluded in connection with the first decisions to be made on SMP remedies and thus also excluded in connection with arguments in favour of including cable TV networks in the market definition for market 12.

b) Technical solution 2, Aggregation Device (e.g. layer 3 switch), is a solution which can be implemented from a purely technical point of view, but which both entails countless administrative problems, which are described below, and imposes unreasonable and costly restrictions on the SMP operator’s possibilities of changing the network structure.  

c) Technical solutions 3 and 4, IP/MPLS Level, are also described in two versions: either as outlet on the ”core router”, i.e. as outlet to the interconnection partner’s own IP network, or a solution where the SMP operator routes and concentrates the traffic through the SMP operator’s IP network. In both situations, practically the entire production of the end-user product is carried out by the SMP operator. Therefore, it is in reality a matter of resale, which is not covered by the wholesale market for broadband access.

The assessment therefore is that all solutions, apart from technical solution 2, must be considered irrelevant offhand. The problems related to technical solution 2 are described in more detail below in clause 5. 

3. Ownership of cable TV networks

In Denmark, the majority of TDC’s cable TV customers are not connected to cable TV networks owned by TDC. Only just under one third of the customers are connected to TDC Cable TV’s many large and small local cable TV networks, whereas the rest, just over two thirds, are members of one of the approx. 10,000 large and small local housing and antenna associations which have agreements with TDC Cable TV on provision of TV channels from TDC Cable TV’s overall fibre network. The agreements with these associations have been concluded over many years and for various durations, e.g. in connection with TDC Cable TV having contributed to the financing of a modernization of an association’s technical equipment (both modernizations with a view to increasing the number and quality of TV channels and modernization with a view to enabling provision of broadband access to the households). Most agreements, however, have been concluded with relatively short periods of notice, typically less than one year.

It is unclear whether SMP remedies, if any, will only apply to customers who are connected to the local cable TV networks owned by TDC Cable TV or whether it may also become a matter of SMP remedies for the customers to whom the bit stream is routed through a network owned by a housing or antenna association. 

Since 2000, the agreements on providing the many small or large housing and antenna associations with radio and TV channels have been extended by agreements with the individual associations on also allowing TDC Cable TV to offer broadband solutions to the members of the association through the association’s network (corresponding to the offers given to customers on the local networks owned by TDC Cable TV itself). Far from all associations have, however, been interested in concluding such agreements. Some associations have instead chosen to be in charge of the broadband provision themselves; others have chosen providers competing with TDC Cable TV, whereas others again have chosen to exclude the possibility of providing broadband on their cable TV networks. For the agreements concluded, both the technical and the commercial content vary, including the duration of the agreements.

Even though the housing or antenna associations own the networks, agreements on provision of broadband products for Internet access are concluded directly between TDC Cable TV and the individual end user. This means that TDC Cable TV has concluded an agreement with the association on using the association’s network for selling the broadband product to the members of the association. 

None of the agreements concluded with associations stipulate that TDC Cable TV may or must give other operators access to operating services on the associations’ networks. Such a situation has – for technical reasons alone – not been foreseen at all. From a strictly legal point of view, it must therefore be presupposed that it will be necessary for new operators themselves to conclude agreements with the relevant associations before such new operators can be given access to the networks and the associated customers.

If it were to become relevant to let several operators use the network of the individual association, it would also be necessary to conclude an agreement on the technical solution for each network between the (now) three or more parties. It would moreover be necessary to agree on the financing of the required modifications. Add to this that the technical solutions would mean an extensive reduction in the capacity available to TDC Cable TV in the association’s network. It will therefore be a matter of completely new negotiations on the terms and conditions for provision of both TV channels and broadband. 

It should also be noted that a cable TV operator’s commercial interest in concluding an agreement with an antenna association will be considerably reduced if the antenna association wants to conclude agreements with several broadband providers. Strictly speaking, you could of course expect that competition between two or more operators would lower prices, but that would be an insignificant effect compared with the costs saved by only having one operator for each association. This has indeed been the basic reason why the associations have always found it natural to invite tenders from operators where it is a precondition in the terms of the invitation to tender that only the winning operator will have access to using the association’s system for the term of the agreement. 

The cost savings and the larger capacity which can be obtained by only having one operator using the association’s system also means that it would constitute completely detrimental discrimination, if an SMP-designated operator were prevented from concluding exclusive agreements with the associations, while other operators were not prevented from such agreements. Add to this that the restriction would reduce SMP-designated cable TV operators’ possibilities of competing with DSL-based operators.

4. Administrative problems

As mentioned above, the terms and conditions that are to apply would have to be agreed in each individual case if more than one broadband provider was to provide services to the same association. Typically, TDC Cable TV’s contribution to the financing of the association’s system would have to be renegotiated for each network if another operator were given access to the network. 

TDC is of the opinion that the decisions of the National IT and Telecommunications Agency (NITA) on SMP remedies cannot give broadband providers access to using antenna systems owned by associations with which the SMP operator has an agreement. But if, contrary to expectation, this should be the case, the differences in the associations’ systems and financing would mean that there would be no real possibilities of regulating the prices for such access.
   

5. Technical conditions

On the basis of technical solution 2, Aggregation Device (e.g. layer 3 switch), the following should be noted:

a) Under the conditions prevailing so far where other providers do not have access to SMP providers’ cable TV networks, it has been possible to place CMTSs and use splitters in the frequency bands without consideration for the ownership of the underlying antenna systems. If other providers are to have the possibility of bit-stream access to customers in the association-owned systems and/or to customers connected direct to the cable TV network, it will be necessary to change the network so that access can be blocked to customers in the association-owned networks with whom the new provider does not have an agreement. No other solution is immediately apparent other than changing the network structure so that a CMTS always serves one, and only one, antenna association. This would entail a considerable increase in price, both in the form of more CMTSs and in the form of a need for extra connections to these CMTSs.

b) Sharing of the capacity by several operators will give rise to a need for technical solutions that either limit the capacity to which each individual operator has access in each individual antenna system or enable traffic measurements that can be used for interconnect billing. 

c) The introduction of a bit-stream access wholesale product will entail strong restrictions on the cable TV operator’s network structure. This is not only due to requirements as mentioned above under clause a), but also in more general terms because every change of network structure and components must be coordinated with the interconnection partners. The restrictions limiting the cable TV operator’s freedom of action also apply even though the SMP remedies only cover end customers with direct connection to TDC Cable TV, i.e. where there is no intermediary homeowner association between TDC Cable TV and the end customer. The technical restrictions will be so extensive that they would have a seriously detrimental effect on the cable TV operator’s competitive power in relation to the operators whose products are based on DSL solutions.

d) As a main principle, the broadband service is placed in the same frequency band as the basic TV channel package (basic package). As a starting point, it will only be possible to offer bit-stream access to a foreign provider in combination with TV channel provision with the SMP operator’s own channel packages. This limitation may in principle be avoided by establishing one more splitter so that broadband connections are established in an independent frequency band. The introduction of yet another splitter in the frequency band will, however, considerably reduce the total capacity in the TV network. At the same time, it will entail very large additional costs when a large number of TV customers need a visit from a technician for installation of the extra splitter and because the current use of the frequencies for TV will have to be moved around.

The above description outlines the problems immediately apparent to us if other providers are to be given bit-stream-like access to the cable TV network. The cable TV networks are, however, far more complex than the telephony networks and it must therefore be expected that it is not possible to predict the administrative and technical problems.

As an example can be mentioned that cable TV companies already today offer other forms of broadband products than the ones reviewed in ERG’s analysis. For example solutions using PDS cabling and/or wireless connections. Such solutions are proprietary and any access for other providers will therefore give rise to other technical and administrative problems, the consequences of which cannot be foreseen. Correspondingly, it must be expected that requirements for other providers’ access will remove the incentive to offer such individual solutions in future.
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In conclusion, TDC is of the opinion that there are presently no realistic possibilities – in Denmark, at any rate - of establishing bit-stream access via cable TV networks and that there is therefore no basis for expanding market 12 to comprise wholesale broadband access via cable.  

Best regards

Jens Hauge
Vice President







� The pricing vis-à-vis the end users within the cable TV area has traditionally been determined on the basis of calculations for the individual local network. Therefore, the current prices of TV packages vary substantially from one cable TV network to another.





Also with regard to the broadband products, the calculations point to quite substantial price differences from one cable TV network to another. In order to ensure maximum marketing power, TDC Cable TV has, during the introductory period, endeavoured to conclude agreements with the associations on standardized end-user prices. The different starting points of the associations with respect to size, network structure, network quality, expected penetration, etc., have - following negotiations - been compensated for in the form of improved agreements on modernization and operation of the networks. In certain cases, agreements have been made on continuous payment to the network owners for the use of the network for broadband purposes.





In spite of the wish for standardized end-user prices for broadband, it has not, however, been possible to convince all associations of the expediency of such standardization, and varying end-user prices are therefore seen from one network to another. With the intensifying competition - and with the continued increasing negotiation power of the rather advanced local cable TV networks – the near future is expected to show a development of increased local differences in broadband prices on the cable TV networks.
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