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Jordan Telecommunications Company {hereinafter referred to as “Orange
Fixed” or “IT”) position on the Reference Unbundling Offer {RUO) prices

proposed and published by the TRC

1. Publishing the prices of LLU [Full and Shared).the Tie cable and
Collocation and Infrastructure service before sharing_the final draft
version of the TSLRIC costing model with Orange Fixed and approving

the final version of this model:
1) On the 3™ of August 2017, the TRC approved the Reference Unbundling Offer (RUQ) for

Local Loop Unbundling{LLU Full and Shared) by Orange Fixed, including TRC
cable to connect MDF

providing the
approval on the prices for Local Loop Unbundling(Full and Shared), Tie
and HDF and Collocation and infrastructure sharing service which are very low prices:

) Those “very low” prices were embedded in the RUO without and before any publication

of Lversion of the T8 ostl L.

b} The TSLRIC costing model is the official document that should contain the rates of these

interconnection charges, i.e., LLU (Full and Shared), Tie Cable and Coliocation and

infrastructure sharing service, and others.

¢} As the TRC has started working on building the new TSLRIC costing model for Orange
Fixed since January, 2016 and as the model has not been shared yet with Crange Fixed-
according to the process- because it should take into consideration the notes and
comments submitted by Orange Fixed to the TRC in its various correspondences with

the TRC, it_Is worth to summarize the foliowi ackground of 1 ocess of
correspondences that took place with the TRC ich_prov virtue that till
oment Orange Fixed had not rec the fin roved versi said_model

and that is why Orange Fixed Is questioning how the TRC has issued the prices of the
tLU{Full and Shared),the Tie cable and Collocation and Infrastructure sharing service

before justifying and agreeing with Orange Fixed on the final version of the TSLRIC
costing model that reflects the actual cost of the services provided by Orange Fixed:

On the 1* of December 2016, the TRC had issued 3 preliminary draft version of the

TSLRIC+ cost models for fixed services.
ii.  On the 4" of January 2017, Orange Fixed sent its comments to the TRC on those

models.
0On the 22 of February 2017, the TRC issued a second draft version of the models,

showing minor changes. Main change was the split of the model into 2 models, one
efficient and the other for Orange Fixed.

i,

fii.

1
Jordan telecormmunications Cornpany-Orange Fixed
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W. On the 23" of March 2017, Orange Fixed sent its comments to the TRC regarding
this secand draft model.

v.  Onthe 3 of April 2017, a meeting was set up between Orange Fixed, TRC and the
TRC’s consultant in order to discuss the comments sent by Orange fixed on the 23"
of March (no minutes of meeting were ever published by the TRC although Orange
Fixed had asked officially for these Minutes of Meeting)-

vi. On the 24" of April 2017, the TRC sent an official response to Orange Fixed’s
comments that were sent on March 23", committing on some points (see details in

section 2.

e = &% 0 ot wanic AT Oranve Fixed sent an answer to the TRC in which Orange
tixed has detailed why the TRC's responses on NUMETOUS POINtS aTe NUL saLdsauIvy

and could not be accepted.

d) Even though that the TRC has officially committed to consider Orange Fixed's comments
and notes specially the ones related to the Lands and Buildings’ Price Trend-as it will be
detalled in the next articles-the published prices of the LLU, Tie Cable and Collocation
and Infrastructure Sharing service are very similar to the results of the costing model
that were sent to Orange Fiked on 22™ of February, 2017, l.e., before the comments
that were submitted by Orange Fixed on the 234 of March, 2017 and before. the
meeting that was held on the 3™ of April with the TRC and their consultant which clearly
proves that the TRC did not take at all into account any comments of Orange Fixed.
Again these comments if were taken into consideration, the prices of the LLU service,
the other ancillary services will be different completely.

Splitting the model of Orange Fixed into two models: one for efficient

operator and the other for Orange Fixed:

As stated in point 1) C} iii above, on 2™ of February, 2017 the TRC had spiit the model of
Orange Fixed into two models: one efficient and the other for Orange Fixed. The efficient
model contains very lower rates for almost alf the services.

As it is well known for the T RC, JT was pure Governmental and it was privatized since year

1999. As a matter of fact, Orange Fixed is not efficient due to the following facts:

a) Orange Fixed is over staffed ;and

b) Orange Fixed cbligation to provide the services in the non-economical areas, where
Orange Fixed has not being compensated by TRC by establishing the Universal Service
Fund in accordance to the telecommunication law (as will be explained in more details
in section 6). Accordingly and due to the absence of adopting the Universal Service
Fund, Orange Fixed incurs huge losses with cash deficlt in many areas in the Kingdom.

The foliowing table lists the most important comments related to the TRC's consideration
and dependence on the efficient model instead of the modet for Orange Fixed and showsin

P
jordan telecommunications Compeny-Orange Fixed
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front of each comment the responses Of the TRC and the views of Orange Fixed about the

TRC's responses:

Orange Fixed Comment

Due to the existence of an
efficient model and a model
for Qrange Fixed, Orange
Fixed asks the TRC to precise
which model will be used in
order to set the tariffs of
regulated services, since the
2 models lead to very
different results especially
for voice services,

TRC answers

As defined in TRC's
printiples for
TSLRIC:  modeling
issued in 2009, the
efficient model shail
be used to set the
wholesale charges.

Orange Fized view on TRC 2nswers

At the bottom of page 3/11 of the “Regulatory Decision
on the Principles to be used in the Construction of
TSLRIC: models for the costs of Interconnection
Services” of the TRC issued in 2008, it is stated that
“Operator-specific hybrid models can only be buiit for
operators that provide appropriate data about their
network and costs to the TRC. if an operator does not
provide such data, the TRC will rely on the efficient-
operator model instead”. This clear statement by the
TRC Indicates relying on the efficient model if and only
i Orange fixed has not provided appropriate data

Orange Fixed disagrees with
the Approach of the efficient
mode! adopted by the TRC
which models a 100% NGN
network since the beginning,
therefore removing some
tegacy network costs and
underestimating the actual
costs incurred by Orange
Fixed, especially for the
equipment which is not fully
depreciated.

As defined in TRC's
principles for
TSLRIC+  modélling
Issued In 2009, =
Modern  Equivalent
Approach should be
considered.

about its network and costs to the TRC and as Orange
- Fixed had provided the said data this Implies that the
TRC should not rely on efficient-operator model.

As there Is a significant gap between the unit costs of
gither the JT's model with the efficient model and
between these twa with the existing current tariffs,
Orange Fixed raising the risk of creating a significant
disruption to its business which faces very huge
chalienges and drastically declining number of
customers and corresponding drop in the traffic-as
well,

3

Jordan relecommunications Company-Orange Fixed
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Orange Fixed disagrees with
the approach which conststs
in removing the dismantied
he GBY base,

e Scli Annulization
CAPEX is based on

e Sc2t Annulization is
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The assets which are i

ggop;iog of the gcgggrio with lower prices:

1) tneachone of the two models, i.e., the oné for Orange fixed and the other for efficient, the
TRC has adopted two scenarios of costs for each service defined as follows:

Is Titted Annuity, not choosing HCA which means

on GBV with no revatuation of assets

means annualisation isbased on decreased GBY {which simutate NBV).

o This adoption of two different parameters results in having lower prices of 5¢.2 and the
1RC tad chosen the lower prices of this scenario which leads to @ divect dear conclusion
that the TRC cares 2 lot about the prices jrrespective of the damage incurred by Orange

Fixed due to these decisions.
Choosing the above parameters by the TRC was challenged by Orange Fixed which can

pe listed in the following table:

gy

Orange Fixed Tecalls that the use of & glide path was
discussed and agread by the TRC during & meeting.
1 the TRC and Drange fFirted In the beginning of
fapl, 2047, for which Drange Fixed has received no
minutes up to nOW. Indeed, not using & glide path
reach the target rates would jead w0 8 sudden strong
decrease which would not be 2 good signal for the \

aot In use any oré
zannot e
considered I8 the
modet in order O
respect the tost
causality grinciple

An appropriate giide path, for Orange Fixed; i glide
that no sharp

to prepare itself to this volution and to have time 10
effectively migrate its

percentage 18 increasiog in time.

n article 4.2/page 10 of 11 of the "Regulatory pecision
n the Principles to be used in the of
TSLRICH models for the tosts of
services” issued by TRC [n 2009, RIS stated that ” Glide
paths provide a meatis of phasing In the introduction of
LRIC without significant disruption 10
rnarket players”.

annualisation of

revaluated G of assets, and cumulated depreciation is not

considered which means annualization of CAPEX s pased on “qew” assels.

Tilted Annuity, chaosing HCA which means annualization 1s based
and Cumutated depreciation is considered which

Jordaﬁtaiecommumamnﬁ Cormpany-Drange Fixed

-



Orange Fixed Comment

Orange Fixed kindly asks the
TRC 1o Justify with solid
svidence and  economic
reasoning  its choice
regarding the asset
categories which have been
set to be impacted by the
option “Consider HCA” [ie.
the assets which GBV will
not be revaluated).
Currently, those assets are
the access assets {civil work
and cabdes).

30 Aug 2017 O101PM HP Fax Orange 064606330

TRE answers

For those assets, the
CCA valuation feads to
a revaluated GBY
higher than that
registered In  3T's
financial statements.
The use of HCA option:
is designed to avoid
this artificial increase
and 10 ensure @
complete  alignment
with IT's cost base, as
requested by the
TRC's principles issued
in 2009.

page 12

Orange Fixed view on TRC answers

This reasoning implies that the reason for the choice of |
H&rnmumw\sﬂ\ewlueofmegdmmd
only: if the price trend of a category of assets is
negative, then the CCA valuation is applied, and Hitis
pasitive {which is the case for trenches, ducts and
copper cables), then HCA valuztion is considered.

Such ressoning does not mgke any sense from an
aconomic point of view. The reason which leads some
regulation authorities in the world to choose an HCA
valuation for some assets-is not in any case the value
of the price trend, but mather the need to rebuild the
assets inthe future.

HCA Is generally favored by national regulatory
authorities for some asset categories for which the
rebuilding of the assets is unlikely to happen, such as,
for example, the trenches. This Is obviously not the
case with the copper, for the reasons fnentioned
previously in Orange Fixed last response.

Orange Fived wishes to highlight that the 2009
principles which are mentioned by the TRC never
mention the use of an HCA approach for any assel
category. At the oppasite, those guidelines mention
that the tited annuity depreciztivn should be used,
combined with MEA aseat valies for all assets {l.e.
induding cables and civil workst, which is in

contradictary with the TRC approach.
Orsnge Fixed considers that | No answer provided Orange Fixed maintains that the Tited Annuity
the use of HCA option s not approach is not consistent with the use of an HCA cost
consistent with the use of base and that there Is no international comparable to
tilted annuity for the such approach. Since the Tilted annuity should be
concemed assets, since it considered following the 2009 principles, MCA should
would imply not considering not be considered for any assets.
any price trend between the
investment date until the !
year of cost calculation, and
then considering a price
trend for the annuslization
of costs.

5
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3 | The TRC should justify with !

solid evidence and
economic i
cholce regarding the ssset
categories which have been
set 1o be impacted by the
option "consider cumulated
deprecigtion”. In any case,
Orange Fixed notes that the
answer of the TRC in its.
previous response does not
fmatch with what is done in
the model.

In a previous answer,
the TRC stated that
the assets concerned
by this option are the
same assets
concerned by the
application of an HCA
approach.

4he TRC stetes that
this functionality aims
at ensuring that the
costs generated by
the TSLRIC+ model are
gligned  with those
registered in JT's FAR.

The TRC does not answer the paint raised by Orange

fixed, which is that

depreciation is considered while at the same time such
assets are not subject to the HCA valuation, tontrary

1o the TRC sffirmation.

Orange Fixed disagrees with
¢the use of the full assetlives
o cakulste the yearly
depreciation of assets in the
case  their cumulated

The algorithms have
been designed 1O

depreciation i considered:
indeed, f the cumulsted
depreciation i consigered,
the depreciation of the
remaining  book yalue
should be calcuiated over
the average remaining asset
tife.

remove  completely
depreciated assets
when this
functionality is

selected.
Consequently,  the
renaining assets
should be depreciated
over their complete
useful life

for some assets cumulated

i

|

The algorithm ensures that for each asset category,
the gross book value Is decreased by o matio which
reflects the current difference between GBV and NBV
in Orange Fixed asset register.

This mesns that in

depretiated assets from the scope, this sigorithm
considers the remaining book value of the assets
which are sill considered in the scope, and not their

initial gross book value.

This means that applying the full asset life tn the
annualization process jeads to decressing artificially
the annual cost of those assets.

addition to removing fully

The TRC should commit 1o
use a consistent approach
for all services (le. set of
parameters},  and duly
ustify  the approath
retained. in any case, the
TRC should not cherry plck
results  from  different
costing approaches for
different services.

Only two Sstenarios
wiil be considered:
gne which does not

consider HCA
approach and
cumulated
depreciation, 2nd one
which does.

First one will be used
to set charges of
wholesale services not
related to the access.
The TRC will specify
fater which stenario

will be used for accass
network services.

Looking at the price fist of the RUD, it proves that HCA
and cumufated depreciation were considered n
setting the prices of access network related services.

ror all the ressons mentioned previously, this is not

acceptable.

Bt

1) One more important reason thatledtot

4. Price Tren of Lands and Buil ings of Qrange Fix o

he artificially “very low” prices of the LU and other
serviges i3 the price trend of Lands and Buildings that is adopted by the TRC:

6
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Orange Fixed did not accept the price trends considered by the TRC for Lands and
Buildings which was 4.2%, and has provided the TRC with strong economic evidences
that jordan specificity should Jead to higher price trends. This position was highlighted
not only in the official responses sent by Orange Fixed to tiie TRC but also during the
meeting that was held with the TRC and their consuitant on the 3 of April, 2017.

Based on the average date of investment of the assets, i.e., 1997 for the lands and 1999
for the buildings, Orange Fixed calculated corresponding annual price trends for Lands
and Buildings over the period :

= 9.8% for the lands

s 1A% for the buildings

e  6.3%in average for both categorles.
The above explanation is summarized in the following table:

Lands 32.2 190.0 1997 9.8%
Buildings 53.4 67.6 1988 1.4%
Total 8.6 2576 1998 6.3%

On 24 of April, 2017 the TRC had officially replied to Orange Fixed as follows: “The
price trends reported by JT will be considered in its model”.

Urange Fixed welcomed the TRC' commitment to implement the price trends provided
by Orange Fixed. However, the RUO price list suggests that this commitment was not
reflected as the price trend of Lands and Buildings reported by JT is not considered at all
in the model since the results are very similar to the previous results.

Shared LLU:

As all the previous above points do apply on the LLU(Full and Shared), this point applies
specifically on the Shared LLU:

Orange Fixed's position related to the Shared LLU in the aforementioned
correspondences with the TRC is summarized as follows:

v QOrange Fixed rejected the costs of the shared Local Loop Unbundling calculated
by the TRC's draft models {that were issued by the TRC on 22" of February,
2017) which range from 1.1 1D/month —to- 1.23 JD/month in JT's model and
from 0.98 JD/month -to- 1.17 JD/month in the efficlent model.

v Note:inthe published RUO, the Shared LLU Is set at 1.2 JD/month.

v Orange Fixed drew the TRC’s kind attention that this cost is considered to be
underestimating of its incurred costs and stressed on the TRC to adopt the
following approach:

]
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o The shared LLU cost should be considered to be half the full LLU cost;
Orange Flxed can accept applying 50% of the cost of the full Local Loop
Unbundling to be the cost of the shared LLU, knowing that this approach Is
applied worldwide.

¢ The TRC's response was as follows:

v “According to Orange Fixed draft reference offer for the shared LLU service, “the
metallic pair wire with pair gain technique deployed by JT is not part of the shared
LLU service."

v Recognizing that the copper pair represents the majority of LLU costs, the
application of a 50% to its cost cannot be accepted.

e Orange Fixed had recognized a clear huge misunderstanding of the TRC's for our
definition of the Shared LLU service as mentioned in the draft reference offer. The
sentence quoted by the TRC s focusing on the issue of pair gain Service. In other terms,
if the Alternative Operator wants to provide the data service aver the metallic pair wire
that has a pair gain, and this might affect the provision of data services, JT is not obliged
to remove the existing pair gain Service,

e Therefore, the TRC answer is not appropriate since the twisted metallic pair wire i
indeed part of the shared LLU service.

- in addition, Orange Fixed highlights again that applying 50% of the full LLU cost is.an
essential issue that will be never accepted 10 be waived as It has s huge bed impact on
JT s DusInesy v vess it iruve epplisd Acain thic annroach is aoplied worldwide.

Note: technically, the operator asking for the Shared LLU will be abie to run any ADSL
service including VoiP. Now, offering this service at this very killing price for Orange Fixed at
1.2 JD/month is supposed to impact badly Orange Fixed, taking into consideration the huge
competition Orange Fixed faces during the recent years and this is very clear for the TRC
from the dedlining of number of Orange gixed lines, the volume of traffic and corresponding
revenues versus the huge costs incurred by Orange Fixed for providing the Universal Service
without being compensated or funded till now.

The necessity of applying the Universal Service Fund:

Orange Fixed is highlighting that countries that provide the LLU do apply the Universal
Service Fund (USF). Orange Fixed has incurred no less than 50 MJD since 2005 till the end of
2015 as a result of providing the USO without being funded by the TRC:

e On a yearly basls, Orange fixed conducts the exercise of calculating the losses incurred
by Orange Fixed due to the obligation of providing Universal Services. For example, in
our official letter sent to the TRC in December, 2016, the accumulative calculated losses
starting from 2005 till the end of 2015 are around 50 MJD.

Tie Cable:
Tie Cable:
8
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e Orange Fixed rejects the costs set in the RUO for the Tie cable installation and maonthly

rental, which are far below the direct costs incurred by Orange Fixed as communicated
wit by TRC

¢ Orange Fixed maintains its position regarding the tie cable cost. Orange Fixed wishes to
recall that the tie cable will always be used for outdoor connections, and the cost
proposed by the TRC is likely to be an indoor cost.

e The new RUQ installation charge is still far below the cost provided by Orange Fixed.

8. Collocation and infrastructure Sharing service:

1) First of all, the prices of the other associated services inserted in the RUO are below the real
costs incurred by Orange Fixed and they do not reflect at all the current prices increase of
the Lands and Buildings In the main cities of the Kingdom specifically and in the rest of
Governorates in generak:

¢ Second, in several occasions Orange Fixed has addressed its comments related to the
cost of the associated services to TRC, almost none of those comments were taken infe
consideration, accordingly Orange Fixed rejects the whole collocation costs adopted by
the above TRC decision.

e Asthe Lands’ prices are increasing drastically, the collocation prices inserted in the RUC
should be-following this normal logic and sequence- higher than those collocation
charges in the current TSLRIC model (which was published in 2011 by the TRC}

o Asan example, in the current model the costs of collocation in Agaba are as follows:
the cost of RU is 22.115 JD/RU/month, the cabinet space cost is: 632.324 ID/cabinet
space/month and the cost of square meter is 367.89 JD/m*/month while the
corresponding costs proposed and published by the TRC in the RUO in Aqaba are as
follows: 6.6 ID/RU/month, 174.2 ID/Cabinet space/month and 1014 JD/m?/month
which shows the huge decrease in the collocation proposed and published prices of the
TRC’s RUQ in spite of the Lands and Buildings’ prices increase-specially In Agaba-during
the last years which supports the idea of incressing the tollocation charges not
decreasing them and so on for the rest of the areas in Jordan,

o Note: in the current TSLRIC model of the TRC, the prices of collocation for Aqaba are set
at equal figures of those related to TLA Al-Ali which is known to be one of the most
expensive economical areas in West of Amman.

» The Land price sl Agabe should be set at an equal rate to that of Amman to be
consistent with the approach adopted by the TRC in the current TSLRIC model {which
was published In 2011 by the TRC},

2
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The real situation -as well- tells that the square meter price in Jerash should not be
higher than that in Irbid which results in higher collocation costs for Jerash than irbid
which is not right at all and yet this is totally rejected by Orange Fixed.

In the RUQ, the TRC had propesed and published the collocation costs at Karak, Tafileh
and Ma’an to be almost the collocation costs in irbid. This is totally rejected and
underestimating the real costs incurred by Orange Fixed In Irbid first and putting them
at the same charges in those areas.

Finally, Orange Fixed believes strongly that these collocation charges need to be
reviewed because they are not reflecting of actual prices per each Governorate, and
the real costs incurred by Orange Fixed in each Governorate,

9. Comparison between the RUO prices (published on the 3" of August,

2017) and rices of Orange Fixed’s T n costing model th

was sent to the TRC In February, 2017:

The table below compares the results of the Top Down model of Grange Fixed that was
submitted to the TRC in February, 2017 with the TRC's proposed and published prices in
the RUO.

It can be clearly observed that RUC prices are artificially made by the TRC very much
lower than the results of the Top Down model of Orange Fixed that was submitted to
the TRC in February, 2017 and this resulted in @ huge gap between the actual justified
costs calculated by Orange Fixed in its. Top-Down model submitted to the TRC in
February, 2017 and the proposed and published costs of the TRC in the RUD,

This proves very clearly that the TRC has underestimated the costs incurred by Orange

Fixed because these costs calculated by Orange Fixed [as shown in the 4% column in the
tabile beluw) were provided by Orangs Finod to tha TRC bacad an the TR( s decisian,

These costs are reflecting the actual costs incurred by Orange Fixed and the calculations
performed by Orange Fixed in'accordance to the previous instructions issued by the TRC
in this regard.

Therefore, Orange Fixed rejects the prices adopted and published by the TRC in the
RUQ, and is kindly asking the TRC to ignore and cancel this underestimation that is
followed by the TRC on the costs incurred by Orange Fixed and to stick to the actua! real
costs provided by Orange Fixed in its Top-Down model that was submitted to the TRC in
February, 2017,

10
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OF's Top Down model
TRCS she
s services - Local Loop | Unlé wwg:;ﬂm d Sentto TRC In February 2017
ok Tited snnuty WA
: 11U~ Instaliation charge | o 43.2 351 11541 3154
: full Local Loop
! §{month 5.7 1958 2681 3687
i Jnbundlng
Shared Local Loop s
et 10fmonth 12 1419 1458 18435
Tie Cable- installation. | 27 402 02 402
ot 13187 perconnection | 134,167 pe connestion 713,167 per connection
Tie Cable - montly rental 1Dimered/ 06 NA NA
Mot NA

10.Conclusions

e The tables presented in sections 2& 3, respectively show that most of Qrenge Fixed
comments have been rejected without supportive justifications.

s Again and as we did not receive the final model till the moment from the TRC, Orange Fixed
pelieves that the few comments accepted by the TRC, and which they committed to
implement, do not appear to be reflected in the RUO approved prices. However, the fact
that the TRC did not publish the final model together with the approved prices of the RUC
gives Orange Ficed no possibility 0 check that the TRC effectively reflected its
commitrents:

o The prices included in the approved RUO does not protect Orange Fixed basic right to
recover its cost of providing the LLU services

¢ Inanycase, Orange Fixed considers that the way the charges have been set is unfair and not
in line with the 2009 principles. it will iead to harm severely Orange Fixed business

11
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