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Dear Mr Calabro, 

Subject: Commission decision concerning case IT/2011/1219: Voice call 
termination on individual mobile networks in Italy 

Comments pursuant to Article 7(3) of Directive 2002/21/EC1 

I.  PROCEDURE 

On 16 May 2011, the Commission registered notifications from the Italian national 
regulatory authority, Autorità per le Garanzie nelle Communicazioni (AGCOM), 
concerning the voice call termination on individual mobile networks in Italy.  

The national consultation2 runs in parallel. The deadline for the Community consultation 
under Article 7 of the Framework Directive expires on 23 June 2011. 

On 25 May 2011 a request for information3 (RFI) was sent to AGCOM and a response 
was received on 30 May 2011. 

Pursuant to Article 7(3) of the Framework Directive, national regulatory authorities 
(NRAs) and the Commission may make comments on notified draft measures to the 
NRA concerned. 
                                                 

1  Directive 2002/21/EC of the European Parliament and of the Council of 7 March 2002 on a common 
regulatory framework for electronic communications networks and services (Framework Directive), 
OJ L 108, 24.4.2002, p. 33. 

2 In accordance with Article 6 of the Framework Directive. 
3 Pursuant to Article 5(2) of the Framework Directive. 
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II.  DESCRIPTION OF THE DRAFT MEASURES 

II.1. Background 

The second review of the wholesale markets for voice call termination on individual 
mobile networks in Italy was notified to and assessed by the Commission in 20084. On 
the basis of its market analysis, AGCOM designated H3G, Telecom Italia, Vodafone 
Omnitel and Wind Telecomunicazioni as having SMP on their own mobile 
networks/markets and imposed a set of remedies, including price control over three 
years, in form of a glide path. The levels of MTRs5 were established on the basis of a 
top-down LRIC model, taking into account historic costs incurred by the mobile network 
operators (MNOs).  

The asymmetry among MTRs of different MNOs were, according to AGCOM, due to 
costs outside the control of operators, such as different dates of entry and, as a 
consequence, the difference in frequencies allocated to the operators and the technology 
used on their networks. Wind and H3G operate their mobile networks in the 1800MHz 
frequency band (GSM) or use exclusively the 2100MHz frequency band (UMTS). 

In its comments, the Commission highlighted the high levels of MTRs in Italy, compared 
to other European MNOs. The Commission criticised the methodology used by AGCOM 
and stressed the importance of using the LRIC model in a way so that the current costs of 
an efficient operator is considered, rather than historical costs which allow for the 
recovery of inefficient investments. 

The Commission further commented on the lack of a proper justification for the proposed 
asymmetry. The Commission was not convinced that asymmetry was justified for "new 
entrants", H3G and WIND, 8 and 11 years after they started operations, respectively. 
Furthermore, regarding the argument of higher costs due to uneven spectrum assignment, 
the Commission underlined that while uneven spectrum assignment may constitute 
exogenous cost differences among operators, there are costs of spectrum usage which are 
not traffic-related and as such should not be calculated as part of the wholesale call 
termination service increment. 

In preparation of its currently notified measure, AGCOM, on 4 January 2011, consulted 
its methodology and theoretical assumptions for its bottom-up LRIC (BU-LRIC) model.6 
The Commission had no comments on the respective notification. 

                                                 

4 Cases IT/2008/0802, SG-Greffe (2008) D/206734. 
5  MTR rates imposed by AGCOM in its second round review:  

Price cap (€cents) 
from 

TIM, Vodafone,  WIND H3G  

1 July 2009 7.7 8.7 11.0 

1 July 2010 6.6 7.2 9.0 

1 July 2011 5.9 5.9 7.0 

 
6  IT/2011/1172, SG Greffe (2011) D/1814. 
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II.2. Market definition 

The notified draft measure concerns the wholesale market for voice call termination on 4 
individual mobile networks in Italy, which corresponds to market 7 of the Commission 
Recommendation on relevant markets (Recommendation)7. 

Voice call termination is defined as a wholesale service provided by the operators in their 
networks regardless whether the call is initiated in the fixed or in the mobile telephone 
network. It excludes calls terminated on mobile virtual networks (MVNOs), as only 
MNOs are providing termination services in Italy. Therefore, for calls to customers of 
MVNOs, the originating operator purchases the termination services from the host MNO. 

According to AGCOM, the relevant geographic market corresponds to the geographic 
coverage of each operator's network and is national. 

II.3. Finding of significant market power 

On the basis of its market analysis, AGCOM proposes to designate again H3G, Telecom 
Italia, Vodafone and Wind Telecomunicazioni as having SMP on their own mobile 
networks. 

AGCOM bases its conclusion predominantly on the operators' market shares on the 
relevant markets (100%) as well as on two further criteria considered most appropriate, 
i.e. the presence of entry barriers and the existence of countervailing buying power. 

II.4. Regulatory Remedies 

AGCOM proposes to extend the previous glide path proposed by way of its second round 
review. The proposal includes an asymmetry in favour of H3G until 1 January 2014. 
According to AGCOM`s proposal, the MTRs will reach the cost oriented levels only as 
of 1 January 2015. 

The table below shows the proposed glide path. 

Price cap (€cents) from TIM, Vodafone, WIND H3G 

1 January 2012 4.1 5.1 

1 January 2013 2.6 3.4 

1 January 2014 1.6 1.6 

1 January 2015 0.98 0.98 

 
With regard to the proposed asymmetry for H3G, AGCOM argues that in 2012 there will 
be an imbalance between operators in the assigned frequencies, and that the process of 
reallocation and rationalisation of the entire 900 MHz frequency band will be 
accomplished only by 31 December 2013. AGCOM considers that the different 
frequency allocation, as an exogenous and objective cost difference, may justify the 
asymmetry in MTRs. In its draft measure, AGCOM has, however, not quantified the 
                                                 

7  Commission Recommendation 2007/879/EC of 17 December 2007 on relevant product and service 
markets within the electronic communications sector susceptible to ex ante regulation in accordance 
with Directive 2002/21/EC of the European Parliament and of the Council on a common regulatory 
framework for electronic communications networks and services (the "Recommendation"), OJ L 344, 
28.12.2007, p. 65. 
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potential impact of the different frequency allocation on the costs for the provision of 
voice call termination services.  

Except for detailed calculations of the weighted average cost of capital (WACC), 
AGCOM does not provide further details on the application of the BU-LRIC model, the 
cost elements it has considered for calculation, nor the reconciliation of the model`s 
results with actual, audited accounts of the MNOs. 

III.  COMMENTS 

On the basis of the present notification and the additional information provided by 
AGCOM, the Commission has the following comments8: 

Delayed imposition of cost orientation and high levels of MTRs in Italy 

The Commission notes that AGCOM proposes to implement cost oriented MTRs 
only as of 1 January 2015, i.e. 2 years after the date set in the Commission's 
Termination Rates Recommendation. The Commission takes note of AGCOM's 
view that the proposed 3-year's glide path towards cost orientation should only 
start on 1 January 2012. However, this proposal is not in line with the, in the 
Commission`s Recommendation envisaged, transition period (until 31 December 
2012), by which national regulators are to implement the recommended cost 
model and set MTRs at a cost-efficient, symmetric level.9 

Moreover, the Commission is concerned that the proposed levels of MTRs are, 
over the entire glide-path as calculated by AGCOM, considerably above cost 
oriented levels10 and EU-average. Therefore, the proposed levels of MTRs 
provide comparative advantages to Italian mobile operators beyond the 
recommended imposition of cost-orientation.  

Against this background, the Commission urges AGCOM to set a glide path 
achieving cost-efficient MTRs already by 31 December 2012, for example by 
way of limiting the number of steps of the glide-path. 

Asymmetry in MTRs of the Italian MNOs 

The Commission reminds AGCOM again that, in principle, MTRs should be set 
at a level corresponding to the costs of an efficient operator, and, therefore, 
should result in a single, symmetric rate. The asymmetry, although permissible in 
exceptional circumstances, should be adequately and thoroughly justified. In the 
Commission's Termination Rates Recommendation, it is recognised that such 
justification could relate to objective cost differences which are outside the 
control of the operators concerned. Such differences could, for example, arise 
from uneven frequency allocation. In this regard, the Commission calls upon 
AGCOM to take into account that where the spectrum assignment takes place 
through a market-based mechanism, such as an auction (as it was the case in 
Italy) or where there is a secondary market in place, any frequency-induced cost 

                                                 

8  In accordance with Article 7(3) of the Framework Directive. 
9  See Recommend 11 and Recital 21 of the Commission Recommendation 2009/396/EC of 7.5.2009 on 

the Regulatory Treatment of Fixed and Mobile Termination Rates in the EU (Termination Rates 
Recommendation), OJ L 124, 20.5.2009, p.67 . 

10  Pure BU LRIC cost are according to AGCOM, at 0.98 eurocent/min. 
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differences become rather endogenous, and are likely to be significantly reduced 
or eliminated.11 

In view of the above, the Commission considers that AGCOM has not provided 
adequate justification for asymmetry of MTRs in Italy in its draft measure. In the 
current notification, deviating in this respect from the previous one12, AGCOM 
argues that the asymmetry of MTRs is justified solely on the basis of still 
significant differences in spectrum assignment. The Commission considers that 
AGCOM has not explained to what extent the difference in spectrum allocation 
has an impact on the difference of the cost of provision of mobile termination 
services. Moreover AGCOM has not provided any information as to the 
quantification of the potential cost differences of voice call termination on 
GSM900, DCS1800 or UMTS2100 networks.13 

Application of the BU-LRIC model 

The Commission notes that AGCOM has previously consulted its methodology of 
a BU-LRIC model. In its relevant notification to the Commission, AGCOM left 
certain key issues open, in view of the currently notified assessment of the market 
for mobile call termination. These concern in particular the inclusion of certain 
costs (i.e. costs of additional frequencies, commercial costs) into the model's 
calculation, as well as details as to whether/how the actual, audited costs provided 
by the MNOs will be taken into account. 

The Commission invites AGCOM, for the purpose of transparency, to provide 
further details as to how the model has been applied and which costs were 
considered relevant for the calculations in the final adopted measure.14 

Pursuant to Article 7(5) of the Framework Directive, AGCOM shall take the utmost 
account of comments of other NRAs and the Commission and may adopt the resulting 
draft measures and, where it does so, shall communicate them to the Commission. 

The Commission’s position on this particular notification is without prejudice to any 
position it may take vis-à-vis other notified draft measures. 

Pursuant to Point 15 of Recommendation 2008/850/EC15 the Commission will publish this 
document on its website. The Commission does not consider the information contained 
herein to be confidential. You are invited to inform the Commission16 within three 
                                                 

11  See Recital 16 of the Termination Rates Recommendation. 
12  In its previous notification (IT/2008/0802), AGCOM argued that H3G and WIND are new entrants on 

the mobile market, and therefore face higher incremental costs of mobile call termination. The 
Commission, in its comment, considered this argument as not convincing given the length of time 
since the operators` market entries. 

13  See also Commission's comments in cases BE/2006/0433 and LV/2006/0464. 
14  In the response to the Commission's RFI, AGCOM stated that spectrum costs and commercial costs 

were not included in the final model. 
15 Commission Recommendation 2008/850/EC of 15 October 2008 on notifications, time limits and 

consultations provided for in Article 7 of Directive 2002/21/EC of the European Parliament and of the 
Council on a common regulatory framework for electronic communications networks and services, OJ 
L 301, 12.11.2008, p. 23. 

16 Your request should be sent either by email: INFSO-COMP-ARTICLE7@ec.europa.eu or by fax: 
+32 2 298 87 82. 
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working days following receipt whether you consider that, in accordance with EU and 
national rules on business confidentiality, this document contains confidential 
information which you wish to have deleted prior to such publication17. You should give 
reasons for any such request. 

Yours sincerely, 
For the Commission, 
Robert Madelin 
Director-General 

                                                 

17  The Commission may inform the public of the result of its assessment before the end of this three-day 
period. 
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Brussels, 30/06/2011 
C(2011) 4895 

SG-Greffe (2011) D/10737 

Autorità per le Garanzie nelle 
Communicazioni (AGCOM) 

Via Isonzo 21/b 
I-00198 Roma 
Italy 

For the attention of: 
Mr. Corrado Calabro  
President 

Fax: +39 06 696 44 933 

Dear Mr Calabro, 

Subject: Corrigendum of Commission decision C(2011)4645 of 23 June 2011  

Commission decision concerning case IT/2011/1219: Voice call 
termination on individual mobile networks in Italy  

Comments pursuant to Article 7(3) of Directive 2002/21/EC18 

 

 

 

 

 
                                                 

18  Directive 2002/21/EC of the European Parliament and of the Council of 7 March 2002 on a common 
regulatory framework for electronic communications networks and services (Framework Directive), 
OJ L 108, 24.4.2002, p. 33. 
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In the footnote 5 of the decision, the last row of the table 

1 July 2011 5.9 5.9 7.0 

is modified as follows: 

1 July 2011 5.3 5.3 6.3 

Yours sincerely, 
For the Commission, 
Robert Madelin 
Director-General 
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