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2. The methodology épplied

2.1 Introduction

This appendix aims at describing the methodology and evaluation techniques appiied
in order to arrive at the results of the evaluation. [nitially, a description is provided
as to how the evaluators have laid down the work in such a way that the criteria of
success concerning the project are met to a reasonable degree.

rl

2.2 The success criteria.

Focusing specifically on the evaluation phase of the GSM2 tender. the criteria of
success have especially centralised around the following three categories:

5 Timely deliveries. [a principle, the deliveries of the PT GSM should not be a
critical path, although the Irish GSM2 tender has not been run as an EU
tender. o

Procedural effectiveness, i.e. compliance with the licensing principles of the
best application method, according to which the procedures should be trans-
parent, objective and non-disceiminative. By strictly following these general
principles, it-should: also be epsured. to the highest extent possible, that no
successful litigation'ar complaints could be pursued by the applicants ex post.

Substantial effeetiveness, i.e~stccessful introduction of cellular competiton
{GSM). Provided that the [rish-GSM2 has been based on the method best ap-
plication, it isaneqeally important to nominate and select a candidate that can
compete effiefently-and effectivety in the market-place.

These areas of focus-are commented below. Before the more specific comments are
introduced (chaptes=5), & general overview of the evaluation process is provided
(chapter 3) together with $pecific comments on how the best application method has
been applied during the lrish GSM2 tender.

2.3 A general outlice of the conduct of the competition process

The evaiuation process outlined below covers the period from May 1995 o October
1995.

The organisation

The Department of Transport, Energy and Communications has had the overall
responsibility for the conduct of the competition. The drafting of this report as well
as the provision of advice during the tender has been the responsibility of Andersen
Management International.

T AN O AMIMFINAL COMD o TXOC " 1 -



O

¢

()

The framing of the evatmation =

Appendix 2.
The methodology applied

The Project Team on GSM (PT GSM) conducted the competition process. The PT
GSM comprises members from the 3 telecom divisions of the Department of
Transport, Energy and Communications, the Department of Finance, and affiliated
consuttants from Andersen Management International.

Selected milestones of the competition process

The competition process was announced on 2 March, 1995 with a closing date of 23
June. 12 interested parties purchased the tender documents.

A facility was provided in the competition process such that interested parties could
pose questions in writing= 9 interested parties took advantage of this facility and
posed 230 groups of questions of which several contained more than one question.

On the basis of these questions, the' Department and Telecom Eireann (concerning
technical matters of imgrconnection) promulgated 2 memoranda on 28 Aprif,
allowing all interested parties to0 work on the basis of the same. mainly regulatory,
information, This was - further strengthened by a subsequent memorandum,
comprising a number of-tender specifications, including a number of mandatory
tables, as well as a draft {cence.

One of the interested parties claimed that the interconnection regime was not
adequate in order to sustain and maintain a GSM2 business case in Ireland. The
Department, in comnction with Andersen Management International. then decided
to circulate supplementary informatios=on the subject of interconnection stating that
the indications in=the RFP documét on this issue were to be a matter for
commercial negotiation within 6 months of commercial operations subject to
arbitration by the Regulaigr.

In order to frame=the evaluation=work, the PT GSM completed a number of
activities prior to the-closing date, incliiding, but not limited to, the following:

“ A division oE“tesponsibilities. was agreed. according to which Andersen
Management nternational was to lead the work during the evaluation.

47

An evaluation model was adopted as to how a combined quantitative and
qualitative evaluation should be performed.

e

Detailed work programmes were adopted in order to ensure timely deliveries.

Shortly before the-original closing date of 23 June, the Furopean Commission
expressed sertous reservations concerning the inclusion in the selection criteria of an
auction element in relation to the licence fee for the second operator without the
imposition of any fee or-Eircell,

[t subsequently became clear through bilateral contact with the Commission that
infringement procedures would, as in the {talian case, be initiated against freland. 1f
the evenwal licence fee discriminated against the second GSM operator relative to
Eircell. The Office of the Arorney General advised against proceeding with the
competition in its then form because of the risk of further legal action by the
Commission. The process was accordingly suspended. A revised licence fee

T skt BLANDFTNAL SR FF OO0 - 2 -
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requirement was negotiated with the Commission whereby the second GSM operator
would volunteer a licence fee in the range of IRE 5 million to [RE 15 million and
Eircell would pay a fee of IRE 10 million. This approach was endorsed by
Commissioner van Miert on 14 July.

[n this way, [reland became the first EU member state to receive a prior consent
from the Commission on the agreed fee structure, The Department then re-opened
the competition process with August 4, 1995 as the new closing date.

On the closing date, the Department received 6 applications pius a preliminary GSM
business case description from Eircell, which is aiready in commercial operation
with a GSM (1) system. The Department and Eircell agreed that this description was
insutficient to meet the oéed of the Department, and subsequently Eircell submitted
on L1 August, 1995, a—more detailed business case description foilowing the
mandatory tables. Since this "application” is not mandatory. it has not been subject
(0 & comparative evaluation. However, the GSM business case information provided
by Eircell has been used as a valuable reference point and served comparative
purposes, when judged refevant.

All the GSM?2 applications received were admitted to the evaluation, as none of the
applications have such substantial deviations from the minimum requirements of the
RFP document that they were to be rejected. With a view to making comparative
evaluations. it appeared-at an early stage in the evaluation that some of the
applications had prepared ifisufficient itnformation.

[n accordance with: the provision made=in paragraph 16 of the RFP document, it was
thus decided to pos¢-a number of tailer-made written questions to the applications.
and these guestions were=forwarded. to the applicants on 24 August. The answers
received on 4 September.revealed “that this part of the process had resulted in
valuable improvements of the basis-for comparisons. For example, a number of
questions on metering- ahd bitling= principles demonstrated that :he ditferent
applications have dsed widely difféfent assumptions concerning the charge units
(time-true per secoad bilting or billiag in increments of, say, 10 seconds) and
concerning initial catt eharge (ranging from no charge to 30 seconds independently
ot the actual duratien-of the call). —

A large part of me:QUamiﬁabIe side of the applications was then compiled and put
inio graphics in order to serve as a background for the evaluation.

The marking and the romsination of the best application

The nucleus of the evaluation was then commenced by the establishment of 10 sub-
groups each dealing with one of the dimensions outlined in paragraph 19 of the RFP
document. namely market development, coverage, tariffs, international roaming
pians, radio network architecture, network capacity, frequency efficiency.
performance guarantees;- financial key figures, and experience. This approach was
agreed prior to the closing date and is also part of the evaluation model adopted. see
appendix 3, except for the evaluation of the licence fee offered, which did not
require sub-group meetings. Each sub-group comprised members (rom :he
Department and consultants from Andersen Management International. In addiion.
the Department of Finance participated in the sub-groups on financial kev rigures
and performance guarantees. The sub-groups were staffed such that they comprised
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different members and affiliates of the PT GSM with specific expertise in relation to
the subjects 10 be evaluated:

An invitation was issued on 5 September to each of the six applicants to attend a
presentation meeting with the PT GSM. The invitation incorporated an agenda for
the presentation and a number of questions to be responded to. This was done on an
equal basis to all such that one hour was reserved to a presentation of the business
case behind the application, one hour was offered to answer questions, which were
equally posed and worded to all applicants, and one hour was reserved for the PT
GSM to pose questions to the applications. The presentation meetings were
consecutiveiy held as 6 separate meetings from 11 - 14 September.

After the presentation, the remaining part of the evaluation was conducted. in
particular on credibility;_risks and sensitivities, and the overall evaluation and final
marking of the applications were completed.

An initial draft report- was discussed by the PT GSM on 9 October. The
incorporation of comments. on the initial and a subsequent draft by members of the
team in relation to the-presentation of the results of the evaluation process has
culminated in this final report. This report reflects the consensus view of the PT
GSM as 10 how the results of the evaluation should be presented in the finat report.

2.4 The evaluation mode} and techniques

Prior to the closing date, the PT GSMchad discussions on how to evaluate the appli-
cation. It was agreed to proceed as follows:

i The general method.to be used is the so-called best apptication method. which
is often dubbed "heauty contest’. This method has been recommended re-
peatedly by the Commission and=in its green paper on mobile communications
as the best amidng several licerSing methods. Basically, this method requires
that the nominated-and selected Winner is the best application.

w2

‘Best’ should™be measured against the criteria outlined in paragraph 19 of the
RFP document. Mare specifically, each criterion was broken down inio
dimensions and indieators. [n addition, the PT GSM adopted a weighting of
the dimensions, which was in compliance with the descending order of
priority by which the criteria of paragraph 19 of the RFP document were
listed. :

The PT GSM then requested the Andersen team to draft a memorandum on ihe

evaluation model to be applied prior to the first closing date on 23 June, 1995. At
that time, there was no limitation on the amount to be offered to the right to the
GSM2 licence. Thus. the evaluation model should include some degree of quantita-
tive evaluation in order to avoid a situation where the Irish Government could easily
be accused of having prioritised the fee aspect higher than the ranking as the fourth
criteria stated in paragraph 19 of the RFP document. The resulting document s
basically appendix 3.

By the change of fee structure, cf. section 2.3 above, the PT GSM decided
slightly change the relative weighting of tariffs and the licence fee such that the li-
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cence fee should count for 11% (instead of 14%) and that tariffs should count for
18% (instead of 15%). Thé néw weighting was. like the initial weighting, still in
accordance with the ranking of the criteria outlined in paragraph 19 of the RFP
document.

Essentially, the evaluators decided that all the results of the evaluation should be
presented in one comprehensive report, as is the case with the main report such that
the results of the evaluation (both quantitative and qualitative techniques) should be
presented in an integrated fashion. No changes were made in the memorandum, but
it was decided that the qualitative evaluation should be the decisive and prioritised
part of the evaluation.

Furthermore, it became clear during the evaluation that a number of indicators in
the quantiative evaluatioft-were either impossible or difficult to score, e.g. the fol-
lowing: A ‘

r

It was impossible to-'score the international roaming indicator due to lack of
adequate informatioseon the number of roaming agreements.

(o

{2

Having requested more comparable information concerning blocking and drop
out rates, it turned out by means of a supplementary analysis, ¢f. appendix 3,
that the informatiom provided was incomparable by nature and too heavily in-
fluenced by arbitrary assumption, imponderables, and optimistic versus pes-
simistic approachesT

% Concerning-tarffs fi-turned outsthat 2 applicants, namely A4 and A6, have
provided wrong information and, furthermore, that Al, A6 and partly A3
have been compared=with the rest on an incomparable basis, as A2, A3 and
A4 all suggesemetesing and billing principles, which do indeed increase the
actual bill, the-custemers have-to pay for the specified amount of traffic. For
this reason, i=woukd be unfairto the applicants to award marks to only one.
single indicater (the OECD-liKe) basket, without taking all the other tariff

aspects into: ¢ensidegation. =

* The licence fé‘ggaymem did nefdiscriminate among the applicants at all,
Having realised this, the evaluator decided that the foundation for a separate quanti-
tative evaluation had withiéred away. As the memorandum on the evaluation had not
been changed, it was checked (page 1, indents 4 and 5, and pages 10-11, indents 5,
6. 7 and 8) that this was.also consistent with the memorandum.

Consequently, the evaluators have used the information generated by the number
crunching of the mandatory tables and other quantification as vajuable input in the
integrated, holistic evaluation. [n the main report this is reflected in particular in
chapter 4 in several wayss One is that quantification appears as tables, graphics.
figures, etc. Another is that all the clearly quantifiable indicators have been taken
into consideration and have been scored:

“ The demand indicators (number of SIM cards and amount of biliable tratfic)
form part ot the 10 indicators of the market development dimension.

T AT SULARDUITRAL COMR APP DOC . - 5 =
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te,
b

The speed and extent of demographical coverage for class iV (2W) terminals
outdoors form part of- the roll-out indicator, one of 4 indicators of the
coverage dimension.

-
ey

The price of the OECD-like basket is one of 9 indicators of the tariff dimen-
sion.

The number of roaming agreement is not an integral part of the evaluation,
since it has not been possible to score this indicator. The indicator has thus
been deleted which is in accordance with the evaluation memorandum.

i

The number of cells appears as one of 6 indicators of the dimension radio net-
work architecture.

*» The reserve capacity is one of 4 indicators of the dimension network capacity.

v Following the deciSion stated in the evaluation memorandum. project per-
formance rather than quality of service, has been the object of evaluation
under the dimensiar performance guarantees. Therefore, the quality of service
parameters, measured by the blocking and drop out rates, have not been
directly included in the evaluation at all, cf. the conclusion of the
supplementasy analysis presented in appendix 5.

@ The frequency economy factor appears as one of 4 indicators of the dimension
frequency efficiency.

The number. of network occurrences appears as one of 4 indicators under the
dimension management aspects. .

3

2

The licence fee_payment appears both an indicator and a dimension. Essen-
tiaily, this means that this dimession/indicator is easy to score and it is the
most obvioustindicator for a giantitative evaluation. However, it has been
easy to scorgzfiis dimension/inidicator, since all the applicants have offered the

maximum levet ofpayment, i.e. IR£ 15 million.

+ Both sotvenciﬁ]d.IRR appeae-as indicators among a total of 8 indicators de-
fined under the finance dimension.

As illuminated above, afk.the indicators defined for quantification have been taken
into consideration, and, in compliance with the evaluation memorandum. all the
eligible indicators have béen taken into consideration in the holistic evatuation.

Thus. the quantitative 5nalysis is based on extracting frcm the applications the
“hard” quantitative comraitments in relation to critical indicators associated with the
selection criteria prescribed in the tender document. It is thus limited to clearly
identifiable figures as expressed by applicants and does not have the capacity 10 take
account of considerations such as market research, planning, management prepared-
ness, credibility, etc. In the event following receipt of the applications. it became
clear that a number of 14 indicators in the qualitative model were either impossible
or difficult to score.

The qualitative model differs from the quantitative in that it allows a more holistic
comparison of the critical elements of the applicants. In accordance with the evalua-
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tion document agreed prior to the ciose of the competition, the indicators for the
model under the 10 dimensions were expanded 10 a total of 56. taking account of
critical but non-quantifiable aspects of applications such as performance guaranties,
cell planning, market research, understanding of roaming, special tariff provisions,
customer care, etc,

The techniques applied in the holistic evaluation can be described by a mainly heu-
ristic methodology as follows: Assessments by consensus among the evaluations,
claborate evaluation analyses by means of qualitative and quantitative methods,
award of marks (rather the scoring by points assuming an interval scaling), and
averaging of marks by consensus. This is furthermore substantiated by the marking
procedures and techniques summarised below.

r

2.5 The marking of th&applications and the nomination of the best application

The members of the sub-groups were drawn from the overall project group accord-
ing to expertise relevant to the dimension under discussion in order to maximise the
relevant qualifications behind each mark awarded.

The process involved the award of marks to each application under each of the ten
dimensions. The marks under each dimension were developed through an assess-
ment of the marks-for each of the refévant indicators, dimensions and aspects. The
process necessarily involved some degree of implicit weighting of the indicators.
The result in each case was arrived acthrough a process of discussion and consensus
within each sub-growp. =

[n addition, also credibility, risks amdsensitivities were taken into account. There-

fore, apart from & detailed evaluatier=of marketing, technical, management and fi-

nancial aspects of applications as presented by applications, the evaluation team also

carried out an assessment-of: =

% The overall ¢redibility of the applications and the consistency of the business
case presented with details andeassumptions elsewhere in the applications.

‘% Risk and sens""xutivityf:-f:zactors which could have the effect of deratling the busi-
ness plan mefudimg=for example, failure to achieve coverage as planned or
failure in the distribation channel, and

18)

[dentified weaknesSes in specific applications including for example basic as-
sumptions which are considere1 dubious, possible conflicts of interest or fi-
nancial weaknesses.

However, these factors wefe not directly awarded marks, because the major evalua-
tion had already demonstrated significant differences among the applications. and
because the ranking turned out 0 be the same as the ranking generated by the main
evaiuation.

The report aims at nomtnating and ranking the 3 best applications. This has tinally
been achieved through:

l. Qualitative award of marks to the six applications with respect to the 36
indicators outlined at chapter 4 of the main report.
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2. Qualuative assessment of applications according to the marketing, techni-
cal, management and financial aspects.

3. Validation and finalisation of the results through:

)

Regrouping of the criteria to more directly reflect the selection
criteria outlined at paragraph 19 of the Report.

r Application of the qualitative marks to the weightings agreed prior
to the close of the competition for the quantitative model.

Analysis of sensitivities, risks and credibility issues focusing in
particutar on the three best applications.

XX

% Conversion of marks to points as a final check.

-

2.6 Fipal remarks

Summarising, the PT GSM has tried to obtain a high degree of temporal, procedural
and substantial effectiveness by a number of means. With reference to these 3 crite-
ria, the PT GSM will make an "evaluation-of-the-evaluation” after the nomination
and selection of the best application, once the licence has been awarded.

So far, the status. as per mid October1995 is that it can be concluded that the PT
GSM in the [rish GSM2:tender has achieved a high degree of temporal and pro-
cedural effectiveness. Furthermore; a high substantial effectiveness should
materialise when the nominated and selecied candidate is based on the best
application. i -

i

S
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3. The evaluation model

3.1 Introduction

[t has been decided to apply both a quantitative and a qualitative evaluation model to
the etigible applications. This document contains information concerning the quanti-
tative and qualitative evaluation models and intends to give a complete description of
these.

The document comprises two parts: The first part describes the quantitative evalua-
tion procedure including=the selection of dimensions/indicators and the scoring
model. The second part is a description of the qualitative evaluation model, mcludmg
the evaluation process ang=a guide to the award of marks.

As both the quantitative and qualitative evaluation will be performed. the guiding
principie will be to work-with a manageable set of aspects, which is essentially iden-
tical, i.e. marketing aspeets, technical aspects, management aspects and financial as-
pects. In addition to these aspects, which form a common denominator in both
evaluations, the quafitative evaluation also deals with the risks, i.e. the sensitvities
of the business cases in refation to the= evaluation criteria outlined in paragraph {9 of
the RFP documentz_

Each aspect is broken down into dimemsions and each dimension is subsequently bro-
ken down into indicators. The interplay between the quantitative and qualitative
evatuation is described irFsection 7.

3.2 Procedure forthe quant:tatw&evaluatlon process

The tfollowing stepidesenbe the proccdﬁre for the quantitative evaluation of the eligible
apptications: i s

=

L) A set of dlITlCﬂSlOI‘lS. and mdscators has been selected for the quantitative evalua-
tion process. An assessment, including a point scoring method, will be defined
for all indicators. The same set of dimensions, indicators and point scorings
must be used for all the eligible applications.

2) All the selected indicators will be assigned a weighting tactor. If the quantitative
gvaluation rurns out (o document that the factual basis for any part of the scoring has
been wrong, a recalculated scoring will then be conducted.

3) The score for each indicator will be a vaiue between 5 and | (both included). with 5
being the best score. All scores should be rounded to the nearest integer.

1) Uncertainties regarding the scoring of points may be dealt with in the gualitauve
evaluation.

5) The result of the quantitative evaluation should be considered with due respect to the
significance of differences in the total sum of the points assigned.
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A memorandum comprising the satient issues of the quantitative evaluation will be

annexed to the evaluation repors.

3.3 Dimensions assessed in the quantitative evaluation

An overview of the selected dimensions, indicators and the relation to the REP document
paragraph 19 can be seen in the following table:

E Evaluation criteria from Para.
I grapt 19 in the RFP document.

| Credibiity of business plan and
; applicant's approach to market
| development .

Qualty and viabiity of technicab

| @pproach proposed and its

: compliance with the requirermnents
| set out herein
i
I
l

iThe approach to tanffing proposed
: by the applicant which must be-
goompetitx‘w

' The amount the applicant is
' prepared to pay for the nght to the
licence

] Timetable for achievwng mnimum
| coverage requiremments and the

! extent to which they may be:

. exceeged

| The extent of applicant’s.

; intemnational roaming plan

' The performance quarantee
: proposed by the applicant

| Efficiency of proposed use of
; frequency Spectrum resources

Dimensions linked to
each evaluation criteria

Market development

Experience of the applicant
Financial key figures

Radio network archtecture

Network capacity

Tarifls

Licence payment

Coverage

Intemational roaming plan

Quality of service
performancai)

Frequency efficiency

1 indicators for the dimen-
| sions

! Forecasted demand

| Number of network

: gccurrences in the mobile
 field

Sotvency and (RR
Number of cells

Reserve capacity
Competiivenass of 'an
CECD-tke GSM2 basket

Up froat licence fee-
payment

Speed and extend of
class [V (2W) hangheid
terminals

Number of international
oaming agreements

Blocking rate and dropout
rate

demographical coverage of |

i

The evaluation criteria from paragraph 19 of the RFP document are arranged in descend-
ing order of priority. This means that “Credibility of business plan and applicant’s ap-
proach to market development” is the most important criterion, which is retlected in three
different dimensions being linked to this evaluation criterion and the weighting of the in-

dicators.

1) Project performance guarantee wiil be dealt with in the qualitative evaluation.
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The following subsections discuss the dimensions and indicators selected in accordance
with paragraph 19 of the RFP document and describe the scoring model for each defined
indicator,

Dimensions and indicators:
3.3.1 Dimension: Market development
Indicator: Forecasted demand

The expected capability to attract subscribers is an important and measurable dimension
which can be assessed quantitatively. As an indication of the expected market deveiop-
ment, the forecasted demand will be used as an indicator. The indicator should be as-
sessed by ultimo 4th year of licence award. It has been decided 10 use the sub-indicators,
which cover both the value aspect of demand (waffic generated) and the volume aspect
(nuraber of subscribers). .

It has been decided to use the following scoring formula concerning the value aspect:

Varket pen. score [= 1+ quoted no of total annual traffic minutes - 50.000x1.500
25.000x1500

With the condition that: [ < Market penetration score < J

[t has been decided to use the«followinfg;itoring formula concerning the volume aspect:

© quoted ﬂé)‘:;'éf SIM cards - 30,000
= 725,000
With the condition that: | < Marketpenetration score 2 < 5

[n the specifications* t&° the=tender document, the required information may be found :n
Table 1 (item 2) and Table 4 (item {1}, regarding the number of active SIM cards and
the annual billable traffic. - LT

3.3.2 Dimensior-l;__éaﬁeé;ge

terminals : -

[ndicator: Speed a;i{a:extend of derﬁ;é}aphical coverage of class {V (2W) handheld

Fast coverage of the population has been one of the most important factors of success for
GSM systems in other countries, and this is most likely to be of similar importance for
the Irish GSM systems as-weil. Therefore, the coverage should be assessed quantitatively
using population coverage for handheld class [V (2W) terminals for outdoor use.

The scoring for the coverage indicator is a mean value taking both speed and extend into
account:

Demographical coverage score = {;Z(DCSO/ear(j)),i =/.23 and 4

where DCS(1) is given for each year based on the ultimo year demographical coverage
for outdoor use class [V wrminals by own nerwork using the following curve:
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. Points | Coverage year! | Coverageyear2 | Coverageyear3 | Covernge year4 |
.1 | 230%and<40% | >70%and<75% | >80% and <85% | =90% and<92% |
D2 | 240%anc<50% | >75%and<80% | »85% and <90% | > 92% and < 94%

{ 3 | 250%and<60% | 280%and<85% | >90% and<92% | >94% and < 9%6% |
|4 | 280%and<T70% | 285% and<90% | 292%and <94% | 296%and <97% |
s > 70% > 90% > 94% > Q7% !

The required information may be found in the specifications for the tender document,
Table 7 liems 22 and 23.

3.3.3 Dimension: Tariffs.
[ndicator: Competitiveness-of an OECD-like GSM2 basket

The taritfs are an important” market penetration factor in any GSM market. and in addi-
tion, low tariffs will benefif"the Irish customer. [n order to match the average customer,
the basket method can be utilised as a method for tariff comparison.

Tariffs are evaluated quantitatively by a basket, which is essentially the same tariff com-
parison indicator as suggested and applied by the OECD. The scoring is related 1o the
applicant's basket uitimo year 4 compared to an identical basket of TACS 900, using the
TACS 900 tariffs agaf { January 1995~

The scoring will bé-defined'by the following wable:

Basket

The GSM2 tarff basket compared to the TACS 80Q
hasket in terms of price gifferences:

‘ = 40% cheaper

| 30% to 40% cheaper
20% to 30% cheaper
! 10% to20% cheaper
; 0% ta 10% cheaper

I
!
i Points

1
i
P

E B S I R &

The required informatiomiﬁd the definition of the OECD basket regarding the GSM2
applicants may be found if the specifications for the tender document, Table 8 [tem
28. ’

3.3.4 Dimension: The applicant’s international roaming plan
{ndicator: Number of intechational roaming agreements

An important advantagé of GSM over the analogue systems presently in use. is the
possibilities of widespread international roaming. The extent of the applicants’ inter-
national roaming plan is an important factor to include in the guantitative evaluation.

The relevant indicator is the number of international roaming agreements planned by
the applicant by ultimo year 2 after the licence award. If there s no detailed nfor-
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mation available on the proposed number of international roaming plans, even after
presentations by the applicants; this indicator will not be scored.

[f the information is available, the final score is calculated according to the following
formula:

Final score = renormalisation factor x roaming score

The roaming score is equal to the number of international roaming agreements, The
renormalisation factor is common for all applications and is chosen so that:

Factor x roaming score = §
for the application with the highest roaming score.

This “renormalisation™ of the score value will guarantee that the resulting final score
will be between 5 and . An example of the renormalisation process is given below:

| Applicant Temp. score “Factos” Finat point |
E A 8 5/20 or 0.25 2 |
j B8 16 4 }
: c 20 5 ;
, D 5 375

3.3.5 Dimeansion: -léaditigetwork architecture
Indicator: Number-of celis

The cell planning serves-as impornantevidence of the overall quality of the cellular
network, which cambe compared with=the targets for quality of service. making the
number of cells imperation a relevant indicator. This figure is not static, so the
tigure quoted should he-ultimo 4th year after licence award.

The following forﬁﬁil_z_i applies:

quorwéumber of ceils - 300
- 130

With the condition that:—:{=< Cells score < 5

Cells score = [+

The required information may be found in the specifications for the tender document,
Table 20 ltem 150. '

3.3.6 Dumension: Reserve capacity
[ndicator: Reserve capacity

The interplay between the capacity supplied by the GSM operators and the require-
ments from the subscribers is important when evaluating the quality and viabdity of
the proposed technical approach. Besides from developing the network to such an
extent that the demand from the subscribers can be met, the operator must also allow
for a certain buffer to compensate for unexpected increases in the demand.
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The relevant indicator for this dimension is the reserve capacity, as defined in Table
16 ftem 98 from the tables, the applicants are required to complete.

The following formula applies:

Capacity score = 1+ { & Reserve capacity tyear 2, 3. 4and 5) - 20%
] 47 10%

With the condition that: | < Capacity score < 3

The capacity scores is caiculated Sth year after licence award.
3.3.7 Dimension: Quality of service
[ndicators: Blocking rate and dropout rate

The performance guarantee proposed by the applicant in the application will be
binding in the licence-agreement and is as such an important dimension which
furthermore can be assessed quantitatively. For this dimension, the blocking rate and
the drop out rate are the most relevant indicators.

The following scoring formulas will be used:

8- éZblqczh'ng rate (years 2, 3. 4 and 5)

Blocking rate score= 1+ —

With the condition that: | < Blocking rate score < 3

i8- éz E&ﬁour rate (years 2, 3, 4 and 3)
[+ s

i

Dropout rate scor

= /4

With the conditianikat: | s Dropout rate score < 5
As can be seen fromr the._formuias:{ﬁe indicators defined have been based on an
average of the serwiee figures quoted for 4 years (years 2, 3, 4 and §) after licence

award, The required information can be found in the specifications for the tender
document, Table 9 {tems 30 and 31.

3.3.8 Dimension: Frequency efficiency
[ndicator: Frequency economy figures

The trequency economy which provides crucial evidence of the utilisation of frequen-
cies as a common resource is relevant 1o include in the quantitative evaluation. The
available frequency spectrum for the GSM operators is limited, and the GSM opera-
tor has 1o accommodate the active SIM cards within the timited spectrum.

The trequency economy will be assessed ultimo the 5th year after licence award. as
this will provide information on the applicants’ frequency economy in a mature net-
work. The following indicator will be used to express the frequency economy:
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Number of SIVS vear Sxaverage peak hour raffic vear 3
No. of GSM channels demanded year 3

FE. =

(All figures in the fraction should be based on the ultimo year values.) The required
informat:on can be found in the specifications for the tender document. Table 16
[tem 100.

The FE; figure will depend on the cell planning and the planned capacity margin.
The figure will also depend on penetration of half rate coding and in order 10 prevent
spread in the figures due to variances in the applicants' assumptions, the penetration
of half rate coding is fixed as a caiculatory assumption in the specifications to the
tender document.

Assuming that 50% of the subscribers will use half rate coding ultimo year 2000, the
final score is calculated accordipg to the following formula:

Firal score = renormafisation factor x FE;

Where the above-mentioned renormalisation factor is common for all applications
and 1s chosen so that:

Factor x FE; = &

for the application with the highest FE; score. This “renormalisation” of the score
value will guarantez that the resulting final score will be berween § and 1.

3.3.9 Dimension: Experience of theapplicant

[ndicator: Number of network occurrences in the mobile field

The right experience is 'a_i:very important factor for the credibility of the business
case. Therefore, the appticants are requested to inform about the number of coun-

tries, where they have played a majegzrole in the installation and commercial opera-
tion of: =

1) GS?;VF networks m;ﬁéompete nationally with the networks
dotitinated by the PTTs

2) GSM nstworks operased in cooperation or controlied by the
PTTs

3) Other ce!fuiar telephone networks.

Textbox stating three different types of expenences

The scores will be calculated for each member of the consortium on the basis of the
following formula:

Temp. value = 3 x (experience poinis of ad 1), i.e. GSM-2 experience occurrences

+ 2 x (experience points of ad 2), i.e. GSM-1 experience occurrences

+ | x {experience points of ad 3).

27
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Th;se values are added using the ownership ratios as welghting factors. The
weighted sum is called the temporary score, which is renormalised to yield the final
score,

The “experience points™ depends on the number of occurrences within the GSM-
roles defined in the box above.

Number of occumences Experience points given ‘
! 2 3 :
f More than 2 4

The word “occurrences™ may need some further explanation in order to avoid that
insignificant or redundam occurrences are counted. As a guideline, the applicant
must play a major rol&=In addition, the network quoted must be in commercial
operation in an OECD country. Finally, a number of similar participation in the
same country may only be-counted as one occurrence.

The final score is calculated according to the following formuta:
Final score = rénormalisation factor x temp. score

The above-mentioned renormalisatior factor is common for all applications and s
chosen so that: =

Factor x temp. score =

for the application. with th"mé highest temporary score. This “renormalisation™ of the
score value will gyarante€ that the resulting final score will be between S and 1.

3.3.10 Dimensionf Licence payment
[ndicator: Up fronEficence fee payment

The amount the appgpzﬁ; is prepared=to pay for the right to the licence is another
factor in the evaluation, and one whieh can readily be included in the quantitative
analysis. = -

Final score = renormatisation factor x licence fee score

The above-mentioned renormalisation factor is common for all applications and is
chosen so that:

Factor « licence fee scote = 5

for the application with tie highest licence fee score. This “renormalisation”™ of the
score value will guarantee that the resulting final score will be between 3 and 1.

3.3.11 Dimension: Financial key figures

Indicators: Solvency and IRR
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There are a number of financial indicators, which all are interrelated. Two indicators
have been chosen which both express the credibility of the business case: The sol-
vency and the internal rate of return (IRR) as defined in the specifications. The sol-
vency is a value which varies temporarily, and the average for the years 2.3,4 and 5
is used. The [RR is a value derived over the entire period of the business case (15
years), and it is not critical to consider the temporal variation here.

The scoring is based on the following tables:

Average sotvency cveryear 2,34 and §- ]

Solvency Score l

z 80% 5 ;

> 45% o 4 ’

> 35% 3

2 20% 2 |

< 20% 1 i
intemnal rate of return '

V=Numeric valie of (IRR-11%)- Scere
V<i% 5
1% sVs2% 4 ‘
2% < V< 3% 3
3% < V< 4% 2 ‘
V> 4% 1 !

The required infofgf;tiomn be foahzin the specifications for the tender document,
Table 15 {tems 91-and 97, Should the applicant prepare a 5 year plan, the IRR score
will be 1. " -

3.4 Vote casting and w;aight matrix

The following table shows how the votes will be given for each of the indicators in
the quantitalive evaluation:
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‘ Indicator At | Az | A3 | A4 | A5 | A6 Weight |
. Market penetration score 1 i i , 5 f
R ] t !

 Market penetration score 2 ! f |’ 5 !
| Speed and extend of ; 7 |
. demographical coverage for class i i
i 1V (2W) handheld terminais | ; E
' Competitiveness of an OECD-ike | : = l 18 |
i GEM2 basket ! E
i : ‘ i
: Number of intemational roaming : i -]
 agreements 5
' Number of cefls , ; 10
1 Reserve capaciy . i : } | 10
Blocking rate ‘ . 25
 Oropout rate 2.5 i
: Frequency economy figure 3 3
| Number of network occurrences 10 |
1 in the mobie fiekt 5
i :
: Up front ficence payment from the 11 :
appiicant

 Soivency 5

; IRR 5

' Grand Total i 100 |

Note: Cred:blhqu business plan zmd the applicant’s approach to market develop-
ment will he: covered by the=fotlowing indicators: experience of the appli-
cant, marhet developmenf“ﬁolvency and IRR. Quahty and viability or

capacity.

A alos

it

3.5 Procedure for the gualitative evaluation process

Despite the “hard™ data"efthe quantitative evaluation, it is necessary 1o include the
broader holistic view of the qualitative analysis. Other aspects such as risk and the
etfect on the [rish economy may also be included in the qualitative evaluation, which
allow for a critical dlscusswn of the realism behind the figures from the quantitative
analysis.

The fotlowing describessome of the major steps in the qualitative evaluation process:
1) The eligible applications are read and analysed by the evaluators.
2) The etigible applications are evaluated by way of discussions and analyses.

3) When deemed adequate and necessary, in-depth supplementary analyses will be
carried out.
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4) Inwially, the marks will be given dimension by dimension. Afterwards, marks wiil

be given aspect by aspect {subtotals) and finally to the entire applications (grand
total).

5) When the dimensions are being assessed, the evaluators should, as far as possible,
use the same indicators as used during the quantitative evaluation. Supplementary
indicators may be defined, however, if the existing indicators are not sufficiently
representative for the dimensions to be evaluated.

6) During the qualitative evaluation, the evaluators should take the results from the
quantitative evaluation into account, as a starting point, and make the operationali-
sations of the dimensions (cf. indent 5 above) in order 10 make fair comparisons
between the applicatiofs.

7) If major uncertainties arise (e.g. in accordance with step 4 of the quantitative
evaluation or due to_incomparable information) supplementary analyses might be
carried out by Ander$éft Management International A/S in order to solve the mat-
ter. =

8) The results of the quaﬁtﬁzive evaluation will be contained in the main body of the
draft evaluation report. The results of the supplementary analyses will be annexed

to the draft repegt: —=

The draft report 1s 10 be.presented-and discussed among the ‘essential persons’
(identified by the Department). On this basis, Andersen Management will be asked to
propose a final repogs. .- -

!l .
it o
IRt
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3.6 Guide to the award of marks

[n order to guide the markgiving, a matrix has been elaborated below. The dimen-
stons and indicators are not weighted ex ante. The marks will be awarded according
to a “soft” S-point-scale (A, B, C, D, E) with A being the best mark. Averaging will
be made after consensus among the evaluators.

| Aspects and dimensions A1 A2 A3 Ad AS AG

Marketing aspects (subtotaf) !
Market deveiopment _ ;
Coverage *
Tarffs ‘ |
International roaming plan
Technical aspects (subtotal) .
Radio netwok architecture
Network capacdy
Petformance guarantees

! Frequency efficiency
Financial aspects (subtotaf)
Financial key figures

i Licenca payment

Management aspects: !
(subtctal)

. Experience of the appicant -
i Other aspects (subtotaf) -

! Risks (effects on the Irish-
| economy}.

| Grand tola

3.7 The interplay between the quantitative and the qualitative evaluation

Initially, the quantitative gvaluation is conductec in order 1o score the applications.
This initial score will be given during the first three weeks after 23 June. This initial
score - together with number crunching performed on the basis of Excel spreadsheets
- will then form the basis for the presentation meetings and the qualitative evaluation.

When the bulk of the qualitative evaluation has been performed. however. this
evaluation will conversely form the basis for a recalculation of scoring applied ini-
tially 1f mistakes, wrong information or similar incidentals can be documented.

T AP AN IOUL DO AP 00 - 12 s



Appendix 3.
The evaluation model

AR,
The results of both the quantitative and the qualitative evaluation will be contined in
the draft report with appendices to be prepared by the Andersen team.

A

b - ; a

{)

T AN ANERFONAL-C S AP DOC - 13-



)

()

. Appendix 4:
Supplementary analysis on financial conformance checks and non-complignce

4. Supplementary analysis on financial conformance checks and
non-compliance

4.1 Introduction

In addition to the mandatory financial tables, some of the applicants describe their
business plans in different tables. Unfortunately, there are examples of lack of confor-
mance in the applications between the different financiai statements.

One of the purposes of thiy supplementary analysis is to give a quick overview of the
conformance between mattdatory tables and voluntary financial figures from each ap-
plicant, see section 4.2 below, as the tevel of accounting accuracy demonstrated in the
mandatory financial talf€E variés significantly among the applications, it has also
been necessary to carry out supplementary assessments of non-cotnpliances and
inconsistencies in the fMancial plans in order to make the applications more
comparable. An overview of the major changes made is outlined in section 4 3.

i

4.2 Conformancg;ghecm

The conformance-checks-have concesiffated on some financial total figures where a
comparison has beef=made between nrndatory and voluntary tables.

The highlighted f'xgt%_es tihe checked: are:
P Total mrnoveéfﬁe%{i) -=

3

|

% Total operati‘%-cosss:(i:em She==

{

& Net profit (lt@?}:ﬂi 7
& Accumulate(;’é__gr_?)ﬁédzem 60) =
D Total investments.(am 70)

9 Accumulated investments (item 71)

il

% Net fixed assets (itemy 73)

5 Total assets (item 78)

% Equity (iem 81) _ =

N

The relation between the profit & loss account and the equity

Operating and investment cash flow (item 104)

&

% Net cash flow (item 110)

&

IRR (item 97)
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‘5 Solvency (item 91).

A comparison is not possible concerning all figures for all applications. For example,
A4 has not stated a balance sheet in the voluntary tables, which leaves the evaluators
with lack of comparability with other applications in relation to all figures that are
taken from the balance sheets.

The conformance checks have resulted in the finding listed below.

Al:

The mandatory tables are-used in the voluntary part, which provides some guarantees
that conformance is in piace.

4“-2 H T ": -

[n the voluntary cash flow summary (Financial book, {5 year Business Plan) an extra
IR£ 20 million licence feg=in year 1996 compared to the mandatory tables appears.
This means that the voluntary balance sheet and equity is influenced by an extra [R£
20 muillion. The consequence is that the solvency and IRR will not be the same in the
mandatory and thevoluntafy parts.

Al e

General conformanég has Heen noted =

Ad: T E B

[tem 54 in the maridatory_tables, profit before finance and tax, is miscalculated by
adding the depreciation.” This figure_deviates from the voluntary projections in
volume 5, FinanctdLPlad, which aré€alculated correctly. The consequence of the
miscaiculation is tEaT items 57, 59 and=60 are ail wrong,

[t seems like the quty is correct (thére is no balance sheet in the voluntary part).

The solvency and II%R caleulations are not influenced by the item 54-failure

A3: =7

General conformance ha&_f:een noted.

Al

4.3 Non-compliances in the financiai plans

The level of accounting accuracy demonstrated in the financial plans varies signit:-
cantly among the applications. {n order to make all the applications comparable, a

T AMNIKLAMG ML LM APF DOC - 2 -



W

e

oy,

. used for the evalua.;’_fgn. n ==

_ . Appendix 4.
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number of changes to the mandatory financial plan has been made. This section de-
scribes the changes made.

Al

Al has made some errors in the original tables delivered with the application, where
the 3% inflation correction was applied twice to some of the figures. This error was
corrected by Al on request of the Ministry with reference to paragraph 16 of the
RFP document.

Al’s cashflow statements include the financial costs in item 104, where it should not
be included. Correcting this results in a slightly higher [RR,

[n the mandatory tables;-afso the following shortcomings have been found:

% item 71, accummldted investments. is not in conformance with the sum of
item 70 =

T uem 72, accunmufated depreciation, is not in conformance with the sum of
item 53

v unclear eogﬁecfiﬁl between the profit statement and the equity.

A-z l::fvz
A2 has a plan tor@ﬁeﬂi paymenﬁ%n a period, where the accumulated profit is
negative. This is nafallowed according to Irish law. There is derived effects on the

figures used for thezevaluation. Jrest
The dividend raised-has=been takerfrom the share capital., where it should have

Hl:

been taken from i€ Tesefves. There STo major derived effect of this.

There is a discrep@ﬁi;;?y bé_ri;veen thelistated in the P&L account and the ax stated
in the balance sheet>This-has been cotrected with no derived effect on the figures

A3 - =

[n the accumulated cashffdwe (item 111) the dividend has been treated as an income,
and interest payments have=not been included. This leaves a discrepancy between
the cash derived from the cashflow statement and the cash stated in the balance
sheet, which has been cosrected with no effect on the financial figures used in the

evaluation. :

Ad S

The dividends paid (item 109) are exactly equal 1o the net interest with opposite sign
for all years, and there were a difference between the accumulated revenue and the
reserve funds of exactly this amount. Therefore the dividend for the year has been
reduced with the net interest. The error has been corrected and has an impact on
some of the key financial figures.
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The debtors lines, items 10t and 75, have an opposite sign. This has not been ad-
justed in the cashflow statements, but could be adjusted in the balance sheet by ad-

justing the fong term loan value. This change has not been done as the cause of the
error was unclear,

AS

No corrections were made,

A6
No corrections were made

The non-compliance ini?é'sffigations have caused no changes ot corrections for AS
and A6, but minor changes-for Al and A3 and severe changes for A2 and A4.

4.4 Final remarks

The result of this supplearentary analysis has shown that A2 as well as A4 present
lack of conformance between the voluntary financial part of the business case and the
mandatory financiaktables-and non-cempliances between some of the items in the
mandatory tables: AZ even proposes illegitimate dividend payments. In addition, non-
compliances have-been—sevealed in the applications of Al and A3, whereas the
applications of A3 #nd AG-are the only applications, where no financial mistakes or

inconsistencies seem to 0GR,

The conformance cfﬁ%gkf@_ﬁes not ingﬂiéate major probiems of conformance between
the mandatory tables and voluntary financial figures, except for A2 and A4.
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5. Supplementary analysis on blocking and drop-out rates

5.1 Introduction

The appticants for the second Irish GSM licence have in their applications described
planning approach and network design assumptions upon which their respective so-
lutions have been prepared. The qualitative evaluation of the applications aims at
establishing a comparison of the solutions by looking into the expected “quality” of
the suggested mobile telephone networks. An important quality issue in this respect
is the so-called “Grade-of-Service” (GOS) or *Quality-of-Service™ (QOS) which is
typically related to the parameters specified as blocking and drop-out rates.
Blocking rates refer o the probability with which a call attempt is blocked or
rejected. Drop-out rates refer to the probability with which a call is terminated
prematurely.

Originaily intended to be combined into one of the evaluation-dimensions under the
technical aspect in the qualitative evaluation, the blocking and drop-out rates were
found to be calculated in-an uncomparable manner from applicant to appticant. In
order to maintain the principle of fairness and objectivity throughout the evaluation,
it was decided to omit direet comparison of specified blocking and drop-out rates as
one dimension amoag others in the planned evaluation. Instead, this supplemenuary
analysis has beer carried through 10 compensate for the apparent differences in the
applicants’ definitions and specifications,

5.2 Sources of info:maﬁ";n

The “Guidelines fer: submission of-applications to become the second operator of
GSM Mobile Telephiony within Ireland”, i.e. the mandatory tables, request calcula-
tion of busy hour blocking and drop~out rates on the radio path only. The figures
submitted by the six*apphicants have been impossible to compare based on the “face
values” quoted in the applications. [n general, the applications state extremely fa-
vourable blocking and drep out rates.

The applicants have in general submitted average figures for blocking and drop-out
rates which are considered-non-representative for the suggested service where it is
mostly needed, i.e. dowsntown Dublin. Consequently, all applicants were requested
in writing t0 expand thetr description of expected blocking/drop-out rates by taking
tnto account all factors resulting in an unsuccessful call(attempt) to and trom PSTN
under worst-case conditions. Particularly the following information was requested:

% Worst-case blocking and drop-out rates on the applicant’s own infrastructure.

% Worst-case end-to-end blocking and drop-out rates. End-to-end is to be under-
stood as the entire communication path on the applicant’s own infrastruciure
and on the PSTN.
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Supplementary analysis on blocking and drop-out rates

Taking into account the information given in the applications, the written answers (o
the questions given by letter, and the answers given during the presentation meet-
tngs, the following observations could be made concerning each of the 6 applicanis;

Al

Al has from Telecom Eireann acquired the information that the average blocking
rate i the Irish PSTN is 2% in 1996, falling to [ % in year 2001 and onwards.

Al has provided a written discussion of the applied calculation principles and
presents in a table the worst case blocking rates during the period 1996 to 2010.
Figures are stated for traffic in both directions and stay in the range between 3.2%
and 4.2%.

Al informs that Telecom: Eireann cannot provide drop-out rate figures for the [rish
PSTN. Experience showsthat drop-out rates for Al’s own network will more likely
be 2% in year | and 1.75% from year 2 and onwards. By estimating an average
0.75% drop-out rate of the [rish PSTN, Al finally states the total worst case drop
Qut-rates to be 2.8 in year i and 2.5 for the rest of the period.

A2

A2 has not acquired blocking/drop«oéé rates for the frish PSTN, but assumes a 1%
blocking of this network {(claimed to be a typical level in Europe).

A2 has in its application indicated very low figures for blocking and drop-out rates.
Surprisingly in its written answers to the questions given by letter, following a short
discussion of the applied-€alculation- principles, A2 has indicated very high worst
case blocking rateg: 5,3% for city centres, 8.2% for urban areas and roads and 13%
for rural areas. = o

However, the discus§ions during the-gresentation meeting revealed that (in spite of
the guidance in the*written question Na 6) A2 had calculated the new blocking rates
by also taking into-acctrir areas without coverage {consideration of a factor repre-
senting the probabitity of coverage). During the presentation meeting it was agreed
that the resulting werst case blocking rate could be calculated by omitting the cover-
age probability factor. By applying this principle in the analysis, the evaluators find
the relevant worst case. blocking/drop-out rates to be constant 3.3% during the
period 1996 to 2010 (no matter the coverage area type).

Concerning the worst ga;gw'—“gmggg-gggt rate, A2 has indicated a figure of less than 1%.
As this undoubtedly did net include drop-out in the PSTN, it was agreed during the

presentation meeting, that A2's figure for worst case drop-out rate shouid be ~less
than 2% . =

A

A3 has. like Al. been in contact with Telecom Eireann concerning blocking rate
figures of the PSTN. Based on own values and the information given by Telecom
Eireann, A3 presents a table of worst case blocking rates during the period 1996 to
2010. The figures stay between 2% and 2.92%.
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AJ has not commented on the drop-out rate of the PSTN. Concerning the GSM

network, & monitoring is claimed to ensure a maximum drop-out rate of 1 % during
1996 to 2010.

Ad

A4 has not acquired blocking/drop-out rates for the Irish PSTN, and in its written
answers to the questions given by letier, the subject of worst case drop-out rates is
not commented at all.

Following a short written discussion of the applied calculation principles, A4
presents a table of worst case blocking rates during the period 1996 w0 2010. The
figures (which are representative of Ad’s own network only) stay between 0.15%
and 1.94%. From the discussions during the presentation meeting it was further-
more agreed 1o add blocking rate figures as specified by Telecom Eireann (cf. Al &
AJ) to obtain the worst'case end-to-end blocking rate. The resulting figures stay
between 2,15% and 2.94% during the LS year planning period.

The only reference to the subject of drop-out rates is found in A4's original apptica-
tion in the form of the mandatory tables or in the technical plan as the subject of
“call conttnuity”. In-any case, Ad4's worst case drop-out rate is accordingly speci-
fied as constant | % (for own network) during the period 1996 to 2010.

AS

A5 has not acquired® blocking/drop-ous. rates for the Irish PSTN, but assumes a | %
biocking of this networks=taking the level of interconnection and the number of
POls into account.—

AS has provided a writtett discussion of the applied calculation principles and ac-

cordingly presents s end-to-end wors@-case blocking rate as constant 4% during the
period 1996 to 2018< T

A5 has not commrented on the drop-out rate of the PSTN. Concerning the GSM
network a maximuif-drop-out rate of constant 2% is stated during the period 1996
o 2010. = _

B

A6

A6 has not acquired blocking/drop-out rates for the Irish PSTN, but assumes a | %
blocking/drop-out of this network (ctaimed to be a conservative value for calcula-

1ioN purposes).

:Fo{!owing a short written discussion of the applied calculation principies. A6

presents a table of estimated worst case end-to-end blocking and drop-out rates
during the period 1996 to 2010. The figures stay between 1.5% and 3.3%.

During the presentation meeting it became evident that A6 had mixed up thg: sub-
jects of blocking and drop-out. It was subsequently declared that the above tigures
are representing biocking rates only.

During the presentation meeting A6 further stated that the worst case end-to-end
drop-out rate should be constant 2% during the period 1996 to 2010.
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Supplementary analysis on blocking and drop-out rates

5.3 Final remarks

Based on the above findings, the resuits of this supplementary analysis can be sum-
marised in the following tables. For convenience, the entries have been limited to
the same years as applied in the quantitative evaluation.

lected worst case end-to- blocking rates:

(as retrieved from the applicants’ information)

L A1 A2 A3 A4 AS AS |
| Yearz 4.0 3.3 292 | 221 | 40 10
| Year3 18 33 ! 265 | 230 | 40 25
| vears 16 33, | 254 228 40 25 |
. Year5 34 1 33 | 230 221 1 a0 | 27

The values are in all cases-below a 5% blocking rate with A4 displaying the lowest
(best) result. This could in fact be true due to the excessive spare capacity otfered
by Ad's network solution,

For the same reasorr it is remarkable that AS displays the highest biocking rates. as
A3, too, has provided a high spare network capacity (similar to Ad's). It is obvious
to conclude that A5 s reaf life blocking rates will in fact be considerably lower and
that the displayed figures represent an attitude of prudence (realism?) not always
encountered in licence appfication competitions.

The most comple&-an@?comprehc@ve information on worst case end-t0-end
blocking rates appears (o0& provided:by Al.
The drop-out ratés’are summarised as-follows:

Selected worst case-end-to-end drop-out rates:

(as retrieved fromr the applicants’ information)

L% A1 A2 A3 A4 AS A8 |
Year2 25 <2 1+PSTN | 1+PSTN | <2+PSTN 2
. Year3 25 <2 1+PSTN | 14PSTN | <2+PSTN 2
| Yeard = 25 <2 1+PSTN | 1+PSTN | <24PSTN 2
| Years | 25 | <2 | 1+PSTN | 1+PSTN | <24PSTN | 2

Further adjustment of the end-to-end drop-out rates cannot be justified due to the
lack of definite information on Teiecom Eireanns contribution, which furthermore
depends heavily on the level of interconnection and the number of POls.

The figures in the wbles should speak for themselves and of course be studied in the
light of the comments given to each of the applicants on the preceding pages.
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In terms of comparing evaluation-dimensions and considering the relatve
unceriainty in deciding these figures, it could be added that the differences berween
the applicants are marginal from the offered network/service quality point of view.

The figures are furthermore heavily influenced by arbitrary assumptions, impon-
derabies and optimistic versus pessimistic approaches. The evaluators have therefore
decided not to take the blocking and drop out rates into consideration during the
evaluation. In addition to the lack of comparable information, this is also justified
by the fact that all the rates quoted would ali result in the maximum score according
to the pre-adopted evaluation method, see appendix 3. Thus, a scoring would not
generate any viable discrimination among the applicants.

......
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6. Supplementary analysis on tariffs

6.1 Background

A comparison of the appiicants’ offers regarding taritfs is a multidimensional task.
To answer the question: “What are the costs for the user?” is not straight forward,
as the answer depends on the chosen assumptions of call traffic pattern, total call
muinutes, metering and biiling principles, price package, special offers. temporary
discounts, etc,

The intention of this analysis is to enlighten the concept of tariffs through multiple
investigations, p

6.2 Conduct of analysis-

Comparisons will be made within the dimensions of:

= qariff packages

-y
h

Lt

wariff baskets

- projected price-development
* projected revenue pegcall minute:

+ metering and billing principles™

2 extra services™

* roaming abroad arid-international calls.

i
il

6.3 Findings
6.3.1 Tariff packages —=-=

All the applicants have at least two different packages. Each package consists of a
connection fee, a monthly subscript,on and catl charges per minute.

A TRLANDS HIGAL O A DOL
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Coannection fee

. Connectionfea iRE | A1 | A2 Al ] a4 | As | s | a7 |
: 3000 | 21.25 } 1500 | 3100 | 4000 | 3554 | 5000
5143 | 2500 | E 4132 ; i

A3 has the lowest connection fees (consumer's fee of IR 15 and business user's fee
of IR£ 25) and in addition, A3 intends to let the fees be waived for the first 1 1,2
year during the roll-out pcnod A6 has for some special purpose packages lower
tees than A3 (mobile to-mwbile within a predefined homezone and a *Friends pack-
age”). AS has a universak eonnection fee for all packages which is the highest fee
for the consumers, but neeexira initial charges occur for AS's basic extra services.
detailed bill, call forward"voice mail a"&“?hort message. These exira services are
charges by other applzca.nfs cf. sectxoq:?a 6. - e

e

Monthly subscription

Some of the applicants include in their monthly subscription fee free call minutes or
a free call amount. (See wriff overview in appendix).

peak usage In that €ase, Ad with a mqnthly fee of IRE 8 and AS with [R£ 8. ?5
have the lowest feess" A3 has a package of IRE 10.33 including [R£ 2.07 free calls
which is close to the levekof AS. =

Call charges = T -
The lowest cail chages pe; minute &Epro;ected for off-peak hours. Al, A2, A3.
Ad have as their lowest.off-peak rate’IR£ 0. 10 per minute. A6 has a special late

night tariff of IR£ O’QS A5 s off-peakcrate is stated as [R£ 0.125.

The lowest peak ratés per mmute are—pro;eCted 1 connection with business user
packages. Al (IR£:0.12) and A5 (IR£ 0.125) have the lowest peak rates. For AS it
is conditioned by a packagq inctuding 300 call minutes per month.

Segment oriented packages and discounts

Al has 3 packages: Personal Ring designed for consumers with security and
convenience needs, Standard Ring for moderate call volume customers and Execu-
tive Ring designed for the heaviest business user segment.

[n addition, Al has a Fleet plan with savings on mobile to mobile within the defined
fleet.

A2 has a Business User plan and a Low Frequency User plan.

AJ has a Business and an [ndividual package designed for different segments. In
addition, A3 has a Team pian with a [R£ 5 higher monthly subscription where 5
users can call each other at half rates, and a Home Town plan with cheaper rates for
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calls 10 a defined home town. For high volume customers, A3 projects a discount
on the total bill,

A4 has a Personal plan designed for the occasional user, a Basic plan for the
average user. a Premier Plan for the frequent business user, and a corporate pian
with discounts for multi-users.

A5 has a Lite plan for the low volume off-peak segmerit, a Pro plan for the medium
volume users and a Max plan for the high usage business customer. In addition, AS
tntends to offer targe corporate users a discount of 5-15% on the monthly bill, and
to offer famities the possibility of multiple subscriptions at discounted rates. The
family package will contain extra SIM cards with selective call barring features for
example allowing daughters and sons to call the home number at discounted tariffs.
The package is supplemented by consolidated bills. sorted by sub-accounts. Further-
more, A5 intends to offer special tariff promotions, including low charges for mo-
bile o mobile calls, free-call mitutes in limited periods. etc.

A6 has a Private pian designed for the low volume business users, a Friends plan
designed for the high volame consumers, a Business plan for the high volume busi-
ness users, and a Homezone plan with discounted mobile to mobile calls within a
predefined zone. A6 intends to offer volume discounts on high call volumes,

6.3.2 Baskets

The applicants have-calcufated an OECD-like basket consisting of 1/3 initial fee, |
year subscription and 1308 minutes of outgoing peak calls. A4 and A6 have not
stated their cheapestprice package, wiiich is corrected here. A comparison of these
baskets in year 4, excl. VAT, shows:

| OECOdike | At | AZ | A3 | A4 | A5 | A6 | A7
| basket current
i

IRE 466 | 462 | 281 | 438 | 488 ; 293 632 |

The cheapest baské;;_fs ’éwm A6. Second cheapest is A3. AS has the most expensive
basket. o

[n order to evaluate’the influence of the total annual call minutes on the user's costs
two graphs have been drawn based on the assumptions of a consumer and a business
user profile. The consumer profile is defined by the content of 1/3 of the connection
tee, | year of subscription and 20% outgoing peak calls and 80% outgoing off-peak
calls. The business user profile is defined by the content of 1/3 of connection fee. !

vear of subscription and 80% outgoing peak calls and 20% outgoing off-peak calls.

Prices are excl. VAT from year | and the optimal price package is chosen through-

out the range of annual ¢call minutes.
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g —
Avenr Consumer.user profile - minimum veary bill
00 .
3G
— A
a2
gy A3
A4
——
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° & & % ¥ % 8§ 3 3 § 8 &8 3 & 3§ 3
Caifminutes par yaar
Figure 1. Consumer user prafile
The consumer profile graph with the relevant annual call minutes in the range up 1o
1200 shows that AF and A2 have the most expensive baskets. A6 has the cheapest
basket except for very low call minutes per year. A3. A4 and AS are medium
priced, A3 being the cheager of the three.
Reryear Business user profile - minimum yeary biil
‘500 .
w6 .
N ley)
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1000 : At
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00 ; — 3}
. A3
0 ' — 5
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0
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J -
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~ - - - - ~ ~ ~ ~ = = - - E bl o« - - C;‘flmln‘u!li peeyear
Figure 2. Business user profile
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The business user profile graph with the relevant range of annual call minutes from
1300 o 3000 shows that A6 has the cheapest basket and A2 the most expensive bas-
ket. A3, Ad4 and AS are medium priced. A3 being the cheaper of the three.

6.3.3 Price development

The applicants have stated their OECD-{ike baskets over the 14 year plan period.
The development tn these baskets can be taken as an indicator of their projected
tariff price development.

Price of CECD-ike basket

e Y
60 . . A2

- A3
B3 _ o T s a4

B & a 3 Ca a &-- - a- - -

) s a a & Q 4 wffemAS
0 2 A a a .

. ] 3 g AS
- .87
Esy u

T oo THKref

Figure 3. OECD-likg-basker (DK ref is-aealculation of an OECD-like basker calculation in
Denmark at presentyF= — sz

The graphs show that the gap between A3 and the other applicants will diminish
over the years. (These graphs are the applicants’ stated figures without corrections,
and therefore, figures in section 4.1.3 of the main report (figure 11) regarding A4
and A6 may diverge),

6.3.4 Usage revenue pee call minute

fn its nature, all the above-mentioned comparisons are tariff scheme comparisons. A’
comparison of the effective costs for the users may be to compare the applicants’
projected usage revenue per billable call minute as shown in the following graph:
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Usage revenue per call minute - summary

‘RE
15 —— A
e 42
b _aulatd
a A4
il §
g A9

Figure 4. Usage revenue per call minuté-~

Unfortunately, these-figures are distorted by the fact that some of the applicants
have projected tariff packages with free minutes or call amount included in the sub-
scription fee, thereby transferring usage revenues to subscription revenues. In ad-
dition, different assumptiens of trafficand contribution of traffic on peak and off-
peak hours and revénues from differgnt distribution chanrel levels may cause
distortions. However, these figures al%o reflect the projected true billing to the
users, considering-tte actmal metering=and billing principles (see betow about uniti-
sarion). h—

1

A4 has very low revenus per minutesprojections. AS has the second lowest projec-
tions. A3 has the highest=revenue projections. Despite all reservations due to the
above-mentioned possible distortions of the figures, a comparison of the projected
true billing revenues indicates a need for modification of the evaluation based solely
on tariff scheme comparisaas.

6.3.5 Metering and bilfing principles

All the applicants state calf connection or B-answer as the trigger-event for record-
ing call time units. Al and: A6 are billing in seconds, while the other applicants as-
sume billing in units of 10"seconds. No applicant recommends the use of call set-up
charge. A2, A3, Ad and AS charge a minimum of 30 seconds per call. A5 has ex-
pressed an intention of per second billing, leaving out the 10 second units and the
initial 30 seconds. Depending on the traffic structure, this change in metering and
bitling principles has a significant effect on users’ cost and may cause a difference
of approx. 10% in the actual price per effective call minute. The biggest impact is
on short duration calls, which is illustrated by the following calculatory examples:

£ AN SLAKINTMAL LR 4P DOC - 6-
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g Duration of calt ; Extra charged ;
| 10 sec. ’ 200% '
| 21 sec. 43%

' 31 sec. 29% ‘
i‘[ 61 sec. ' 15% ;
} 91 sec. 10% ,
E 121 sec. 7% |
i 181 sec. 5% E

[t should be born in mind. that mobile calls are short duration calls with an average
duration of close to 2 minutes.

A3, AS and A6 have a-daily péak hour period of 10 hours Monday to Friday. A4
has a daily peak hour perfod of 12 hours, which is a 20% longer period to the high-
est tariffs. A2 has a 12 Rour peak period for business users and 10 howrs peak
period for low frequency users. Al has |1 [/2 hour peak period for business users
and 9 hour peak period for low frequency users.

Depending on the wraffic distribution, an extended peak definition has a noticeable
influence on the user's costs,

6.3.6 Extra services

The applicants offer.several additionakservices to mobile voice telephony. Some of
these services are charged=and others are free. For comparison an overview of the
basic extra services-B shown: )

. Service Al AZ. Al A4 AS Ag
| Detailed bi# free n.a. 1E£/bil free free charged
! Personat.
charged
© Califorward | charged | na | na free free na.
; Persanalk;
charged
' Voica mai free n.a. free free free charged
Personak Business:
charged free
Short inttial fee n.a. Spimess. n.a. 7p/mess. na.
measage charged

6.3.7 Roaming abroad and international calls

O

All the appticants except A2 project a surcharge of 15% to the host country’s bili
for GSM2 subscribers roaming abroad. A2 projects a fixed amount as a surcharge
for roaming abroad. This amount is IRE .62 in year |, which for most cases signifi-
cantly will exceed by {5%.

Tariffing for international GSM?2 calls from [reland is illustrated by the following
examples of peak and off-peak rates:

T AMELRLANR FTAL SOl PP DOC
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Destination | A1 | A2 | A3 | A4 | A5 | AG | Telcom
E ; | Eireans
Northem lreland | Telecom | 61146 | 2517 | Telecom | Telecom | Telecom | 23115
rates + i . rates+ . rates | rates +
aitime ! i ! oaitime | airtime
UK. do. | 6146 | 3830 | o 1 dwo. | o 27121
Near Europe do. .89 [ 37/.35 ; do. | do. | da. E 36/.32
USA, do. 247 | 69/83 | do, do. do. . .55/50

Among the applicants, AS has the cheapest international calt rates.

6.4 Coaclusion R

The concept of tariffing 8 multidimensional and no application is best on all di-
mensions. [n the comparisons mentioned before, A6 has the lowest tariffs, except
for international calls. [n-addition, A6 has consumer atractive metering and billing
principles, but A6 charges for basic extra services.

A comparison between AZ and AS shaws that A3 has the lowest tariff schemes for
domestic calls. A% has the-lowest tarrff scheme for international calls and projects
the most consumer-attractive metering and billing principles as well as volume-re-
lated discounts of 5=15 %" Furthermore; AS projects the lowest revenues per minute
and free detailed billing-and call divert, Taking these mitigating factors into ac-
count, AS is left just a fraetion behind. A3 in the overall wriff comparisons.

T AATIALARD FHAL CCMR PP GOE - 8 -
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7. Supplementary analysis on interconnection

7.1 Introduction

Interconnect costs for connecting calls from the GSM2 net to the PSTN net and inter-
connect revenues from receiving calls from the PSTN net are substantial parts of the
applicants' business plans. In order to conduct an even comparison of the applicants’
business plans, these should be based upon common assumptions. This is not the case
concerning the interconnegt assumptions.

The purpose of this supplementary analysis is to give an overview of the financial
effects of differences in the applicants' assumptions.

7.2 Conduct of the anafy;sis

The analysis has concentrated on the key figure IRR as an overall financiai key figure
of the business plam:

The applicants’ quated itenr 37, interconnect costs with the PSTN, and the quoted
ttem 34, interconnection revenues have.been recalculated.

The recalculation is based: upon each applicant's own information on percentages of
outgoing and incoming calls and billable minutes. The calcuiated call minutes are
muitiplied by commen charges for a 1€ year period. These charges are [R£ 0.088 per
minute for incoming calls.to the GS8M2 net and [R£ 0.059 per minute for outgoing
calls to the PSTN.-The owtgoing intecconnect charge, mobile to land, is based on an
assumption of 60%-facal interconnect apd 40% trunk interconnect. As a simplified as-
sumption, mobile. tTnobile interconnection is not taken into consideration.
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7.3 Findings

The assumptions made by the applicants:

Applican Qutgoing int;erconnect costs per incoming interconnect revenues per
i: t minute (IRE) minute (IRE)

f! At Inyear 1. 043 ! Inyear 1: (088

i falling to .017 dunng the 10 year Constant during the 10 year period

! period

A2 .05 constant throughout the period n.a.

! Al 043 locat and .083 nationat constant n.a.

i throughaout the period |

L A4 043 focal and .083 nationat constant | na.

g throughout the period Assumes that the total interconnect

! revefiues ame equal to the totai irdercon-
E nect costs

!

: A5 .043 locat and .083 national decreases | In year 1. .088 increases to .147 in year 2
with 2% p.a. during the period

AB 043 tocal and 083 national decreases .0as decreaéw 5% p.a.

: with 5% p.a. during the period.

The recalculation: of the IRR per app‘ﬁcant using common assumptions presents the
following: . - ST

% AV | Az L A3 | Aa | as | as
IRR on applcant's own assumtion 172 | 106 | 171 | 106 | 122 | 57

r

!
IRR recaiculated on common assumptions 125 1 105 : 176 | 47 | 108 : 7.1

7.4 Conclusion " - -

The recalculation shows tie significant effect on [RR of the assumptions chosen by
the applicants. If using the common standard set of assumptions mentioned before,
the IRRs of Al and A4 will decrease significantly. For Al, it is a consequence of its
assumption of a heavy deerease in interconnect costs per minute. A4's [RR changes to
a critical low level as & consequence of its original unrealistic assumptions of

. balancing interconnect revenues and interconnect costs. The [RRs of AS and A6 have

changed in a minor degree, and the [RR's of A2 and AJ are almost unchanged.

The distance between Aland AS remains, however, at the same level, and the
recalculations have not changed the award of marks to these applications. Changes in
the award of marks would only provide Al with a slightly better marking and A4
with a worse marking. Thus, the evaluators have arrived at the conclusion that this
wiil only confirm the general ranking of the applications.

The evaluators have also arrived at the conclusion to lessen the importance of the re-
calculations based on uniform assumptions and to take notice of the different assump-
tions and degree of conservatism.
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8. Supplementary analysis on the effects on the Irish economy

8.1 Introduction

The direct and indirect effects of the GSM2 operation on the Irish Economy is de-
scribed to various depths in the applications. Some applicants, e.g. A3, describe
various types of effects on the Irish economy, while other applicants only describe
the direct effect related to the deployment of a GSM network.

No common methodology has been used to describe these effects. and in order to
compare the different applications, some common analysis methods must be ap-
plied. These are explained in section 2, whereas the result of the analysis is de-
scribed in section 3. -

8.2 Common methodology

The information provided (or not provided) in the application is evaluated according
to an “acceptance matrix”, which indicates which parts of the information will be
used in evaluating the effects on the frish business:

Mentioned in the application

Not mentioned in the application

Will be used when

[ 2} The inciirect effects witbe

4) The indirect effects on the

evaluating the consideradas a function of the businessas dependent on the
effects on the Irish | sconomic-size of the apelicant only. telecommunications market must be
economy Commitriefits about funds for the addressed separately.

support ¢f e public interest.

Wil be T Effects which are gainad-ihrough

disregarded nan-EU compliant methods:.
3FN8w non-GSM business generated
by the consortia members as "a

corsequente’ of the GEM business. NIA

Inforrnéfion about the location of
headquatters-

The inflawot equity capital from locai
and foreigh consontia members,

The *expert” of dividend.

Tuble | The acceptance matrix

ad 1. Many applicants- state that they will stimulate Irish business by seeking
services from the local Irish manufacturers or subcontractors. Such a procurement
practice is not in accordance with the EU procurement rules, and a company which
tries to follow such buy-Irish practice may run the risk of legal action by the Com-
mission.

ad 2: The stated size of the indirect effects of the GSM2 business depends on the
“multiplication factor”. This factor is applied on the number of employees in the
GSM2 consortium to get the number of employees in indirect businesses. The
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variation of the muitiplication factor cannot be seen as a consequence of substantial
differences between the application but is regarded as random differences due to dif-
ferent economic models. in order to judge the indirect effect of the GSM2 business,
we have chosen a model which is based on the accumulated turnover of the opera-
tor, [t is assumed that a certain ratio, namely 25%. of this turnover will be fed back
into jobs. The percentage will depend on many factors such as the shareholders’
usage of the dividend, the reinvestment szategy of the consortium, the margin, etc.,
many of which are outside of the Minister’s control. The choice of 25% is a quali-
fied guess, the important issue is that the same factor is used for the comparison of
the applications.

ad 3: As an example A2 mentions that as a consequence of Comsat's presence in
[reland, the television telephone shopping organisation, QVC, will create 2,600 jobs
m l[reland. [t is not possibie to judge the numbers, but the linkage to the GSM pro-
ject is not clear, The GSM: busiriess must be driven as a profitable business, and as a
regulatory special rightsi=aiea it must have a financial arms length to competition
area businesses with no cross subsidies to QVC. QVC may as well create the given
number of jobs even if AZ does not win the licence - provided the business, which
would create these jobs, i§ sound and profitable.

ad 4: Ceruwain types of business are highly sensitive on the prices of the telecommu-
nications services. As an example, Brian Cogan from Forfas estimates that a strong
reduction of the international tariffs would pave the way for the establishment of a
targe scale Irish call centre service émploying 40,000 people. The availability of
new telecommunicatjons services suciTas international ACD (Automatic Call Distri-
bution) queuing wilt alse stimulate the Irish call centre market. These kinds of
services are likely o be_developed in a competitive telecommunications market.
This example shows_ that=price and sesvice competition generates new business and
new jobs in lreland™- and to an extent largely exceeds the more direct etfects. The
effect, though, can_npeithes be quantitatively linked to the “competitiveness of the
applicant” nor to other similar qualitative dimensions.

|

8.3 Analysis of thfeffec&s on the-Frish economy
8.3.1 Indirect johs created

As stated in section Zwrr have chosen to judge the jobs created by the indirect ef-
fects of the GSM2 operatoe=from the financial figures given. In order to make the
applications comparable, we include three effects:

= The effect of the'ﬁcfivity g'eﬁerated by the infrastructure suppliers in freland

% The effect of directemployment in the GSM2 company calculated on the basis
of the operating expenses

- The effect of the reinvested profit calcuiated on the basis of the turnover.

(o
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8.3.1.1 Effect of the investments

When judging the effects of the investrnent, the ratio between locally manufactured
and imported goods must be taken into account. The distribution of the investments
on the types of equipment listed in the tender material is shown in the figure below:

Accumulated nvestments on categories year 10

a Miceilaneows

1 Equpment o ega tapong

@ 84ing systers

gLand and Dyiangs

gANEnNE St

o TAMME SN Jysiem

eRELEEE- LML b

#§ TRWOK Aanagement sy siams

B Swacring syalerms and Salabases .

i

o
ot

by l

5
sl
XL

A%

AG

Apglicant

The figures shows=that approximatety 50% of the invesiments are “high tech”
transmission and radio equipment, generally not manufactured in Ireland. The as-
sumptions used forthe assessment ofithe effects in terms of jobs are shown in the

figure below: -

50% -

onginates
from Irelandf:

R

13

¥

50%

originates _f_
from outside|.
of Ireland |

en

50% labour contents

25% labour contents

The weighted average is. 33% labcur contents of the invesiment. Using this figure
on the planned investments over the first 10 years will result in the following:

T AME DALANGFDAL £ONE AP OO0

Al A2 Al Ad A5 AB

Accumuiaied ivesiments (1000) yeaet1o-10 | 50.755] 53803} 475881 44051 578204 42154

Esmated average lapour contents 33% 3% 33% 33% 33% 33%

Avarage annual salary nci cverheads 40,000 | 40000 40000 400003 40000] 40700

Esirraied maryears narectly craaled 419 444 393 363 477 348

Esimated average number of 0os 42 44 38 36 43 35
- 3.
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8.3.2.1 Effect of the operating expenses

Using an annual salary of [R£ 40,000 including overheads, we assess that 100% of
the operating expenses not related to Telecom Eireann’ is turned into labour:

Al A2 A3 Ad A5 AB
ecumuialed seiected op exp (1000} ear tlo 1 | 288,360 | 2342761 265763 | 3532391 4205021 325745
Estmaled average abGur sontents 100% 100% 100% 100% 100% 100%
laverage annual sarary nel overneads 40.000 | 40.000| 40.0G0| 40000] 40000 40.000
Estimated manyears «ndiactty created 7,459 5.857 £.644 3831 10513 8.144
Esumared average numoar of ‘obs 748 586 564 283 1.051 814

8.3.2.2 Effect of the reinvested profit

fr is estimated that 25%. of tha turnover over the first 10 years will be funnelled
back to the society by the investors or by the operator in terms of indirect busi-
nesses. Using the figures: given in the applications, the average number of jobs
created over the first 10 years period varies from approx. 400 to approx. 570:

Al AZ A3 Ad AS AB
Accumutated turnover (1000 vear 110 0 | 748,208 | 504,623 633.245| 908535 780567 1 556.624
Esumated feluin 110 new 00§ . 5% .= 25% 25% 25% 25% 25%
[Average anruat salary :ncl overheads " 400001 400001 40000f 40.000) 40000( 40,000
Estimalag manyears nawectly created 4679 ] -.3.154 3.958 5,678 4,879 3475
Csumaled average sumberotoos 468 =2 315 396 568 448 348

|

Tuble 2. Calcularion éf estintated number-of indirect jobs created

Ad stands out with-the highest turnever and consequently the highest number of in-
direct jobs. It should besmoted, howewver, that the average usage figures in Ad's
business plan is between-80 and {0Gpercent higher than the average of the usage
figures quoted by:ifie other applicants for further discussion, ¢f. the main report.
chapter 4. If the usage-figures are adjusted to the average figures, the 10 year turn-
over will decrease. from 908,535 107 667,472 resulting in an estimated indirect job

creation average 0@17, -

8.3.2.3 Total effect
Making the three effects.-the toal effect is calculated:

Al ] A2 A3 Ad A5 AB
£5'.~3'e0 rumber of 0bs mvestmenls 42 44 39 38 48 35
Esumated aumeer of 100 based on spetational expenses 746 586 664 2831 1,051 814

Estimated number of jo0s based on remveatments 468 315 396 568 428 348
Esumated average rumber of jobs 1.255 9451 1089 1,487 | 1587 | 1197

* The foliowing highlighted items from the operating expenses are included: [ntercounect with the
PSTN; Leased lines and links; Own transmission links; Antenna sites; Other network elements:;
Administration costs; Office facilities; Bonus to distribution channeis; Marketing costs;
Personnel costs: Social security costs; Licence, administration and frequency fees; R&D costs:

Other costs.
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Appendix 8
Supplementary analysis on the effects on the {rish economy

8.3.3 Commitments

Amorg the 6 applicants, Al and AS promise that they will stimulate certain areas
by various means:

Al Ab
Will devote IRE 1 million a year o research on | Will grant 2% of the reverus to research {appros,
“an ongoing basis’ IRE & miion i year 15)
Will fund a university chair of a ‘leading Irish | Will effectuate an annual audit on the
engingenng nsttution” amployment and revenue flow generated by the

Sponsor projects at post-graduate and uncer- | SSM2 business
graduate levels

Will offer a cellular dasign coursé" .
Table 3: Commirments made by Al and A5

The promises stated in the=applications cannot be included ir the licence application
as they must be regarded=as a “fringe benefit™ to the essential telecommunications
business.

8.3.4 The effects on thémacroeconomic level

As stated earlier - it is the"view that the effects on the Irish economy at the macro-
economic level is propoetional to the. competitiveness of the telecommunications
market. The following table gives cur estimate of the competitiveness of the tele-
communications matket for the periodof 1996 to 2000 (the year of the more wide
telecommunications:liberatisation in freland):

Second GSM operator Lavet of Comments
competitiveness
Al Medium == The main base of knowledge is from the old
b =t monopoly basad companies.
£ An aggressive market approach is expected from

A2 Medium - -
Lo .| a company with high American dominance.

A3 - sdadium "} A3 has done some market research and with the

: =T commitment to place the tariff package among
- ~=tthe iowest in Eurcpe, the olements for a

competitive market might be in place. However,
e the existing links from some of the consortivm
- members to Telecom Eireann might in practice
THRE turm out to be a constraining factor.

Al Medium With AT&T's unraalistic high traffic expectations,
- and the lack of market research done in Ireland,

tha consortium's effect on the telecommurica-

tions competitivenegss cannot be cetemined.

AS - High Bearng in mind the existing competitiveness of
|- ESAT, the likelihood of a cosy duopaty is small.

Pl The psychological sffect of grantng a licsnce to
a family member of an existing competitor to
Telecom Fireann 15 expected to sumulate the

neumbent.

AB High Cellular prices wil be pressed in downward
direction by the very aggressive tanff policy of
AB.
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) Appendix 9:
Supplementary analysis on consortia composition and selected risks

9. Supplementary analysis on consortia composition and selected
risks

9.1 Introduction

This supplementary analysis contains information on the composition of the consor-
tia as described in the applications concerning management aspects such as

shareholding by Irish.partners and the public

W

vy

plans or intentions.of share flotation

S shares held by State-owned or semi-state owned bodies

)

interests/partnership relating to Telecom Eireann

&

interest relations between partners in a consortium.

A considerable part of the information provided in this appendix also appears in
chapter 3 of the main repfm -

9.2 The consortia énmpbsition

Al h'rs!r”\/lob‘Call -

5% SB(TCommumcauons ﬁﬁ: {Southwestern Bell Corp.)
5% DE'FECO&(SO% Deuk&ahe Telekom, 3 banks)

25% Tele’ Danma;k International (Telecom A/S)

25% 3 Insﬁ mvesrors -

10.5% Mar}m Naughton

10.5% Loema.nn Quinn

(The two rr;gether own all shares in Glen Dimplex)
4% Kieran Corrigan.

The application states an-intention to enlarge the ownership base by flotation of 25%
of the share holdings hefd by MobiCali's members. This will be initiated after 3
years of operation, depending on the success of the company and on stock market
conditions.

The initial shareholding by Irish investors will be of 25%. After flotation. as men-
tioned above, this amount could rise to nearly 45%.
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Appendix 9:
Supplementary analysis on consortia composition and selected risks

A2 Celistar

60-64 % Comcast Corporation US

36-40% 3 Irish investors:
15% Radio Telefis Eireann (100% State owned)
6-10% Bord na Moéna (100% State owned)
15% GCI Limited (newly formed Irish company)

The application states a willingness, if desired by the government, 10 offer to the
public at some time in th& future (after 3-5 years) up to 30% of the equity in the
form of ordinary shares. -

The initial shareholding by [rish investors will be of 36-40% . which after a flotation
could rise to about 55 %+

Tele-Communications, IniZ, (TCI), who indirectly owns a 12% share in consortium
A4 (through Prince Holdings Ltd), has entered into partnership with Comcast Cor-
poration et al. on US PCN networks.

Al Persona : -

26.7% Motorola __

26.7% Unm&rcé?NL S, CH‘—;E telecom joint venture)
26.7% Sigq%iWité@ss {Irish mobile communications group)
20% ESB—;%@G%C&EB owned)

The initial sharehéﬁm;ﬁ.ng ))y Irish investors will be of 46.7%. The application in-
cludes no intentionaf shgg: flotation; ‘

Sigma Wireless vga.s formed in—L991, following a management buy-out of
Motorola’s Irish distribution activites: The principal activities of the company are

the exclusive distzfbution and sale of Motorola radio communications products and
systems in [reland= =—

Motorola is a 49% sharghiolder in a joint venture with Telecom Eireann, called
Eirpage, which provides-diesonly nation-wide paging service in [reland.

Ad - Lrish Cellular Telephones

26% AT&T == 26%

48% Princes }Téf&ings Lid

16.4% United and Philips Comm. 9.6% 26%

2.0% Independent Newspapers 4% 26%

2.6% Riordan Communications 2.4% 5%
Tele-Communications Inc. 12% 12%
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Appendix 9:
Supplementary analysis on consortia composition and selected risks

3% semi-state owned body 5%

The semi-state owned body is Shannon Development (Shannon Free Alrport
De[velgpment Company Limited), a company established by the Government of
Ireland.

The last column represents the distribution of tota) interests after allocation of the
share holdings of PHL among its partners. From this, the initial Irish share of
interests in ICT will be 36%. ICT proposes to make a public offering of approxi-
mately 25 % of its shares within 3 years of the award of the licence.

AS Esat Digifene
350% Telenor lavest AS
50% Communigorp Group (34% held by Advent [nt. pic)

The initial shareholding by Irish investors will be of 33%. It is the intention of the
applicants to make 20%-of the equity available to institutional investors in the pe-
riod prior to service launeh, including a 5% equity stake to Advent [nternational
(US). Within three years of launch. it is the intention to make a further 12% of the
total equity available-for flotation.

A6 Eurofone

40% MIEgMTtTcom {nternational Cellular)
20% Kinnevik (39% shareholder in MIC)
0% (ndependeiit Trust:

10%@@(@5: 1o Coras lompair Eireann (CIE) (semi-state)

30:%=publie share issuz-after receipt of licence

The initial sharchdié_ing by Irish investors would thus be approx. 40%, with the in-
tention of the appliCants-to increase=this to 50% within 4 years from the award of

the licence. i

9.3 Final remarks

[t should be noted that many relationships exist between a number of the partners
participating in the competing applications. It seems to be normal procedure that a
telecom company can coeperate with another telecom company in one area of busi-
ness, and at the same time compete vigorously with the same company in another
area of business. Only a few relationships are mentioned here.

Following retationships and other points of interest should be noted:

% Consortium A3 Persona: Motorola has a 26.7% stake in the consortium and
close business relations to Sigma Wireless (26.7% shares),
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