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\ MVNO introduction

Entity offering mobile communication services

MVNO
“ownership”

Radio Access /
Transmission Core Value Added Customer Marketing
Sfii::e Switching  / \otwork Services e Care
|

“Mobile” value chain

A mobile virtual network operator (MVNQO) is an organization that provides
mobile phone service but does not have its own licensed frequency allocation
of radio spectrum, nor does it necessarily have all of the infrastructure
required to provide mobile telephone service.”

*Ofcom report and definition

TEL(CRO

www.telcro.com



MVNO market development
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'MVNO Market Development

Growth in SEE markets will develop as it did in the rest of Europe
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Succesfull MVNOs

Sucessfull MVNOs are the ones making money for MNOs

= Discount MVNOs
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Telmore (Denmark)
Customers: 593,000
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Telmore, one of Europe's most successful MVNOSs, was launched in
2000. Telmore attracted attention by publicly attacking incumbent

TDC for overcharging customers and quickly gaining 500,000
subscribers. TDC later bought Telmore for $73 million

= Retail chain MVNOs — distribution, cross selling

= “Brand MVNOSs” — Virgin

= Fixed line operators, cable operators - bundling

Bastollen

Informieran

Mein simyo

e MOBILTELEFONIEREN e
ZUM DISCOUNTPREIS T —
Yon wncbbdagigen Erperivn und svlrindence
Kunden emploblon. Wodssola Sio jotit PRupecd veroessen
ohae Rhiko mit Geld-rarick-Gesuntie, (i
Simyo (Germany!

Less than a year after it was born, Simyo was purchased by E-Plus,
the No. 3 German operator, for an undisclosed amount. Simyo has
1.2 million subscribers.
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Lessons from Established
MVNO Markets:
MVNO development

12/16/2008 www.telcro.com



‘ Lessons from established markets

In MVNO hostile environment, MNQOs are exposed to regulatory risk

“MNO” developed “Better” for MNOs?
Two fold: = MNOs can set the rules:
: = Price
= MVNO friendly = Exclusivity
= MVNO “hostile” = Pre-emptive acquisition rights

= (No)access to network elements

“Hostile” MVNO approach can backfire!
Benefits for MVNOs

= Faster time to market
Example: France

Poor MVNO o _
results Authorities intervention

= Reduction of network contracts and exclusivity

= More support from MNOs?

= Removing “pre-emptive” acquisition rights
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‘ Regulatory EU framework

MVNOs can be imposed to MNOs by the regulator
“REGULATOR” developed/initiated
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- Effectve competition -no ex anfe regulaiion II' Veto
EU DireCtive 2002/1 9/EC — - No effective competilion - ex anfe regulation Vet - measure comected by a new notification
. . FPartial competiton - parfial ex anis regulation |Z Separated notification for remedies
ACCGSS DI reCt I Ve El \Withdrawsa! (totally or partially) not yet re-nofified El Final measure adopted

-To provide network access for MVNOs T e oss e s s

Forced access: rules can be imposed by the regulator (not MNOs choice)

Source: “Europe’s Information Society” - |
http://ec.europa.eu/information society/index en.htm I E L ‘ RO
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‘ Lessons from established markets

In MVNO friendly wholesale market development MNOs win long term

“MNO” developed

Example: Denmark
= TDC — incumbent winner,
most of it due to their
aggresive wholesale
strategy

Example: Germany

= E-Plus — grew 1 million in
H1 2008 (to 16 mil. subs)

= Due to multibrands and
wholesale

MVNO friendly

Figure 18. Mobile telephony — subscriptions’, by company, 1998-2007
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Win — Win situation!

Source: TDC, E-Plus
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Croatian market — MVNO
players and expectations
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Croatian Mobile Market

Two player dominance; highly profitable; growing; third MNO struggling

Market share

Operators (users — SIM)

= T-Mobile 46,4%

= VIPnet 42 4%

= Tele2 11,2%
Tele2: B 3%

YIPnet; 43,5%

Market share

EBITDA margins

EBITDA margins

rovenus)  — EOY 2006 — EOY 2007
- 43% 43%
lllll 40% 41%

T-Mabile; 50 2%

Total market (EOY 2007):

Growth rate:
Penetration:
ARPU:

Croatia population:

EBITDA margins — Q3
2008 (cumulative)

€1,15 billion
7%

127%

€16

4,5 million

Source: DT, Telekom Austria, Tele2 financial reports
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\ Croatian MVNO market

No “independent” (real?) MVNOs

Launched:
« T-Mobile: # 1agrebacka banka

UniCredit Group

= Branded reseller: Zaba Mobil

= VIPnet: “tomato”

= VIPnet claims: “just another brand”

= But all characteristics of MVNO tﬂmﬂt":
Announced:
AGROKOR
= T-Mobile: K-Mobile? EPH
= Launch date? -« i[s « :\Mobile-
= Telcro Grupa TEL@O
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Summary
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\ Summary

MVNOs are coming to SEE markets
To MNOs: To MVNOs:

= Develop right wholesale strategy! = Carefully evaluate tradeoffs of time to market
and long term sustaineability
= Right pricing structure — enable MVNOs to

differentiate
= Caution on exclusivity clauses
= Evaluate right pre-emptive buyouts

= Design and agree on mutual commercial and
technical support

Be first, adopt and develop wholesale strategy.
Avoid procrastination! As it will lead to:
= Losing to competition

= Regulatory actions
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Questions?

TEL(CRO

Contact:

Kresimir Profaca, kresimir.profaca@telcro.com
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Thank you!

TEL(CRO



